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WILDOMAR CITY COUNCIL AND WILDOMAR CEMETERY 
DISTRICT REGULAR MEETING AGENDA 


February 12, 2020 
 


ORDER OF BUSINESS:  Public sessions of all regular meetings of the City 
Council begin at 6:30 p.m.  Closed Sessions begin at 5:30 p.m. or such other time 
as noted.   
 
REPORTS:  All agenda items and reports are available for review at City Hall, 
23873 Clinton Keith Road; Mission Trail Library, 34303 Mission Trail; and on the 
City’s website at the following address: 
http://www.cityofwildomar.org/government/agendas___minutes.  Any writings or 
documents provided to a majority of the City Council regarding any item on this 
agenda (other than writings legally exempt from public disclosure) will be made 
available for public inspection at City Hall during regular business hours.   


 
PUBLIC COMMENTS:   Prior to the business portion of the agenda, the City 
Council will receive public comments regarding any items or matters within the 
jurisdiction of the governing body.  The Mayor will separately call for testimony at 
the time of each public hearing.  If you wish to speak, please complete a “Public 
Comment Card” available at the Chamber door.  The completed form is to be 
submitted to the City Clerk prior to an individual being heard.  Lengthy testimony 
should be presented to the Council in writing (15 copies) and only pertinent points 
presented orally.  The time limit established for public comments is three minutes 
per speaker. 
 
ADDITIONS/DELETIONS: Items of business may be added to the agenda upon a 
motion adopted by a minimum 2/3 vote finding that there is a need to take 
immediate action and that the need for action came to the attention of the City 
subsequent to the agenda being posted. Items may be deleted from the agenda 
upon request of staff or upon action of the Council.    
 
CONSENT CALENDAR:  Consent Calendar items will be acted on by one roll call 
vote unless Council members, staff, or the public request the item be discussed 
and/or removed from the Consent Calendar for separate action. 
 
NOTICE: City Council meetings may be live-streamed, photographed and/or 
videotaped. Attendance at the meeting constitutes consent by members of the 
public to the City’s and any third party’s use in any media, without compensation 
or further notice, of audio, video, and/or pictures of meeting attendees. 
 
PLEASE TURN ALL DEVICES TO VIBRATE/MUTE/OFF FOR THE DURATION OF THE 
MEETING.  YOUR COOPERATION IS APPRECIATED. 



http://www.cityofwildomar.org/government/agendas___minutes
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CALL TO ORDER – CLOSED SESSION - 5:30 P.M. 
 
 
ROLL CALL 
 
 
PUBLIC COMMENTS 
 
 
CLOSED SESSION 


 
The City Council will meet in closed session pursuant to the provisions of 
Government Code Section 54956.9(d)(2) and (3) to confer with legal counsel with 
regard to one matter of potential exposure to litigation. 
 
 
RECONVENE INTO OPEN SESSION 
 
 
ANNOUNCEMENTS 
 
 
ADJOURN CLOSED SESSION 
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CALL TO ORDER – REGULAR SESSION - 6:30 P.M. 
 
 
ROLL CALL 
 
 
FLAG SALUTE 
 
 
PRESENTATIONS 
1. Eagle Scout Proclamation- Troy Woodfin 
2. Donald Graham Elementary School  
3. Lake Elsinore Unified School District - Jean Hayman Update  
4. Introduction of David A. Brown Middle School Interim Principal Mr. Cassara 
5. Social Work Action Group Update 
6. Police Department Update 
7. Code Enforcement Update 
8. Economic Development Update 
9. Other Presentations/Recognitions 
 
 
PUBLIC COMMENTS 
This is the time when the Council receives general public comments regarding any 
items or matters within the jurisdiction that do not appear on the agenda.   
 
State law allows the Council to only talk about items that are listed on the agenda.  
Speakers are allowed to raise issues not listed on the agenda; however, the 
law does not allow the City Council to discuss those issues during the 
meeting.  After hearing the matter, the Mayor will turn the matter over to the City 
Manager who will put you in contact with the proper Staff person. 
 
Each speaker is asked to fill out a Public Comments Card available at the Chamber 
door and submit the card to the City Clerk.  Lengthy testimony should be 
presented to the Council in writing (15 copies) and only pertinent points 
presented orally.  The time limit established for public comments is three minutes 
per speaker. 
 
Prior to taking action on any item that is on the agenda, the public will be permitted 
to comment at the time it is considered by the City Council. 
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APPROVAL OF THE AGENDA AS PRESENTED 
The City Council to approve the agenda as it is herein presented, or, if it is the 
desire of the City Council, the agenda can be reordered, added to, or have items 
tabled at this time. 
 
 
1.0 CONSENT CALENDAR 


All matters listed under the Consent Calendar are considered routine and 
will be enacted by one roll call vote.  There will be no separate discussion 
of these items unless members of the Council, the Public, or Staff request 
to have specific items removed from the Consent Calendar for separate 
discussion and/or action. 
 


1.1 Reading of Ordinances 
RECOMMENDATION: Staff recommends that the City Council approve 
the reading by title only of all ordinances on this agenda. 
 


1.2 Minutes – January 15, 2020 Adjourned Regular Meeting 
RECOMMENDATION: Staff recommends that the City Council approve 
the Minutes as presented. 


 
1.3 Warrant and Payroll Registers 


RECOMMENDATION: Staff recommends that the City Council approve 
the following: 
 
1. Warrant Register dated 01-09-2020 in the amount of $177,298.63; 
2. Warrant Register dated 01-16-2020 in the amount of $304,855.28; 
3. Warrant Register dated 01-21-2020 in the amount of $80,404.85; 
4. Warrant Register dated 01-23-2020 in the amount of $566,388.03; 
5. Warrant Register dated 01-30-2020 in the amount of $259,607.81; 
6. Payroll Register dated 02-01-2020 in the amount of $106,858.49. 


 
1.4 Treasurer’s Report 


RECOMMENDATION: Staff recommends that the City Council approve 
the Treasurer’s Report for December 2019. 
 


1.5 2nd Reading Ordinance No. 178 – Sign Code Update (ZOA 19-03) 
 RECOMMENDATION: The Planning Commission recommends that 


the City Council adopt an Ordinance entitled: 
 


ORDINANCE NO. 178 
AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 


WILDOMAR, CALIFORNIA ADOPTING A GENERAL RULE EXEMPTION 
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PER SECTION 15061(B)(3) AND SECTION 15311(A) OF THE 
CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA) GUIDELINES, 
AND APPROVAL OF ZONING ORDINANCE AMENDMENT NO. 19-03 
TO AMEND CHAPTERS 17.252 (SIGN REGULATIONS) AND 17.254 


(TEMPORARY SIGNS) OF THE WILDOMAR MUNICIPAL CODE 
PERTAINING PERMANENT AND TEMPORARY SIGNS IN THE CITY OF 


WILDOMAR 
 


1.6 2nd Reading of Ordinance No. 179 – Amending Chapter 10.16 of the 
Wildomar Municipal Code Establishing Speed Limits and Establish 
Speed Zones on Mission Trail, Palomar Street, Bundy Canyon Road, 
and Corydon Street 


 RECOMMENDATION: Staff recommends the City Council adopt an 
Ordinance entitled: 


 
ORDINANCE NO. 179 


AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 
WILDOMAR, CALIFORNIA, AMENDING IN ITS ENTIRETY CHAPTER 


10.16 OF TITLE 10 TO THE WILDOMAR MUNICIPAL CODE 
ESTABLISHING SPEED LIMITS ON CERTAIN STREETS 


 
1.7 FY 2018-19 Comprehensive Annual Financial Report (CAFR) Report 


RECOMMENDATION: Staff recommends that the City Council receive 
and file the FY 2018-19 CAFR. 
 


1.8 Cooperative Funding Agreement with the Elsinore Valley Municipal 
Water District (EVMWD) for the Mission Trail / Sedco Sidewalk Phase 
II, CDBG Project (CIP 044-2) 


 RECOMMENDATION: Staff recommends that the City Council 
authorize the City Engineer to execute a cooperative funding agreement 
with the Elsinore Valley Municipal Water District (EVMWD) for a contribution 
in the amount of $5,200.00 for the improvement of water service facilities 
performed during the construction phase of the Mission Trail / Sedco 
Sidewalk Phase II project. 
 


1.9 Second Amendment to Professional Service Agreement for 
Wildomar/Sedco Sidewalk Improvement Project – Phase III Design 
RECOMMENDATION: Staff recommends that the City City Council 
authorize the City Manager to execute the Second Amendment to the 
Wildomar/Sedco Sidewalk Improvement Professional Services Agreement 
with TKE Engineering, Inc. 
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1.10 Award Services Agreement for Preparation of a Systemic Safety 
Analysis Report (SSAR) (CIP 51) 
RECOMMENDATION: Staff recommends that the City Council 
authorize the City Manager to execute a Services Agreement between the 
City of Wildomar and KOA Corporation. 


2.0 PUBLIC HEARINGS 
 
2.1 Wildomar Shooting Range/Academy Project: City Council review of a 


Mitigated Negative Declaration/Mitigation Monitoring & Reporting 
Program, General Plan Amendment, Change of Zone, Variance and 
Conditional Use Permit to construct a new 34,789 square-foot indoor 
shooting range/academy 
RECOMMENDATION: The Planning Commission recommends the 
City Council take the following actions: 
 
1. Adopt a Resolution entitled: 
 


RESOLUTION NO. 2020-____ 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 


CALIFORNIA, ADOPTING A MITIGATED NEGATIVE DECLARATION 
AND MITIGATION MONITORING AND REPORTING PROGRAM (SCH 
#2019109095) FOR THE WILDOMAR SHOOTING RANGE/ACADEMY 


PROJECT (PA NO. 19-0093) CONSISTING OF A GENERAL PLAN 
AMENDMENT, CHANGE OF ZONE, VARIANCE AND CONDITIONAL 


USE PERMIT LOCATED AT 34020 MISSION TRAIL (APN: 367-020-038). 
 
2. Adopt a Resolution entitled: 
 


RESOLUTION NO. 2020-____ 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 


CALIFORNIA, APPROVING GENERAL PLAN AMENDMENT NO. 19-
0093 AMENDING THE CIRCULATION ELEMENT OF THE WILDOMAR 
GENERAL PLAN TO REDUCE THE SIZE OF BUNDY CANYON ROAD 


FROM SIX (6) LANES TO FOUR (4) LANES BETWEEN ORANGE 
STREET AND CORYDON ROAD AS PART OF THE WILDOMAR 


SHOOTING RANGE / ACADEMY LOCATED AT 34020 MISSION TRAIL 
(APN: 367-020-038). 
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3. Introduce and approve first reading of an Ordinance entitled: 
 


ORDINANCE NO. ____ 
AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 


WILDOMAR, CALIFORNIA, APPROVING CHANGE OF ZONE NO. 19-
0093 FROM R-R (RURAL RESIDENTIAL) TO M-SC (MANUFACTURING 


SERVICE COMMERCIAL) TO ACCOMMODATE THE WILDOMAR 
SHOOTING RANGE/ACADEMY PROJECT LOCATED AT 34020 


MISSION TRAIL (APN: 367-020-038). 
 
4. Adopt a Resolution entitled: 
 


RESOLUTION NO. 2020-____ 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 
CALIFORNIA, APPROVING VARIANCE NO. 19-0093 TO REDUCE THE 


SIDE YARD SETBACK FROM 25 FEET TO 12.5 FEET ALONG THE 
SOUTH PROPERTY LINE TO ACCOMMODATE THE WILDOMAR 
SHOOTING RANGE/ACADEMY PROJECT LOCATED AT 34020 


MISSION TRAIL (APN: 367-020-038). 
 
5. Adopt a Resolution entitled: 
 


RESOLUTION NO. 2020-____ 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 
CALIFORNIA, APPROVING CONDITIONAL USE PERMIT NO. 19-0093, 


SUBJECT TO CONDITIONS, TO CONSTRUCT THE WILDOMAR 
SHOOTING RANGE/ACADEMY PROJECT CONSISTING OF A 2-


STORY, 34,789 SQUARE-FOOT INDOOR SHOOTING 
RANGE/ACADEMY LOCATED AT 34020 MISSION TRAIL (APN: 367-


020-038) 
 


2.2 Urgency Ordinance Declaring a Temporary Moratorium of the 
Cultivation of Industrial Hemp  


 RECOMMENDATION: Staff recommends that the City Council adopt 
the Interim Urgency Ordinance entitled: 


 
ORDINANCE NO. ______ 


AN URGENCY ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 
WILDOMAR, CALIFORNIA, DECLARING A TEMPORARY 


MORATORIUM ON THE CULTIVATION OF INDUSTRIAL HEMP WITHIN 
THE JURISDICTIONAL BOUNDARIES OF THE CITY OF WILDOMAR 
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3.0 GENERAL BUSINESS  
 
3.1 Western Community Energy Joint Powers Update 


RECOMMENDATION: Staff recommends that the City Council receive 
and file the Western Community Energy Joint Powers Update. 


COUNCIL COMMUNICATIONS 
1. Community events 
2. Regional events 
3. Chamber of Commerce 
4. Riverside Conservation Authority (RCA) 
5. Riverside Transit Agency (RTA) 
6. Riverside County Transportation Commission (RCTC) 
7. League of California Cities 
8. Southern California Association of Governments (SCAG) 
9. Riverside County Habitat Conservation Agency (RCHCA) 
10. Western Riverside Council of Governments (WRCOG) 
11. South Coast Air Quality Management District (SCAQMD) 
12. Ad Hoc & Subcommittees 
 
 
CITY MANAGER REPORT 
 
 
FUTURE AGENDA ITEMS 
Title- Councilmember-Anticipated Date 
 
1. Right of Way Enhancements- Benoit-  
2. At Large Mayor- Nigg – April 2020 
 
 
ADJOURN THE CITY COUNCIL  
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In accordance with Government Code Section 54952.3, I, Janet 
Morales, City of Wildomar Acting City Clerk, do hereby declare 
that the Board of Trustees will receive no compensation or 
stipend for the convening of the following regular meeting of the 
Wildomar Cemetery District. 
 
 
 


 


Dustin Nigg, Chair 
Bridgette Moore, Vice Chair 


Ben J. Benoit, Trustee 
Joseph Morabito, Trustee 
Marsha Swanson, Trustee 


 
 
 
 
 
 
Gary Nordquist               Thomas D. Jex 
General Manager              District Counsel 
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CALL TO ORDER THE WILDOMAR CEMETERY DISTRICT 
 
 
ROLL CALL 
 
 
PUBLIC COMMENTS 
 
 
BOARD COMMUNICATIONS 
 
 
APPROVAL OF THE AGENDA AS PRESENTED 
The Board of Trustees to approve the agenda as it is herein presented, or if it is 
the desire of the Board, the agenda can be reordered at this time. 
 
 
4.0 CONSENT CALENDAR 
All matters listed under the Consent Calendar are considered routine and will be 
enacted by one roll call vote.  There will be no separate discussion of these items 
unless members of the Board, the Public, or Staff request that specific items are 
removed from the Consent Calendar for separate discussion and/or action. 
 
4.1 Minutes – January 15, 2020 Adjourned Regular Meeting 


RECOMMENDATION: Staff recommends that the Board of Trustees 


approve the Minutes as presented. 
 
4.2 Warrant Register 


RECOMMENDATION: Staff recommends that the Board of Trustees 
approve the following: 
 
1. Warrant Register dated 01-09-2020 in the amount of $3,355.87; 
2. Warrant Register dated 01-16-2020 in the amount of $56,894.51; 
3. Warrant Register dated 01-23-2020 in the amount of $598.02; 
4. Warrant Register dated 01-30-2020 in the amount of $707.86. 
 


4.3 Treasurer’s Report 
RECOMMENDATION: Staff recommends that the Board of Trustees 
approve the Treasurer’s Report for December 2019. 
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4.4 FY 2018-19 Audited Financial Statements 
RECOMMENDATION: Staff recommends that the Board of Trustees 
receive and file the FY 2018-19 Audited Financial Statements. 
 
 


5.0 PUBLIC HEARINGS 
There are no items scheduled. 
 
 


6.0 GENERAL BUSINESS 
 There are no items scheduled. 
 
 
GENERAL MANAGER REPORT 
 
 
FUTURE AGENDA ITEMS 
 
 
ADJOURN THE WILDOMAR CEMETERY DISTRICT  
 
 
City Council/Wildomar Cemetery District Regular Meeting Schedule 
March 11 July 8   November 11 
April 8  August 12  December 9 
May 13 September 9  January 13 
June 10 October 14  February 10 
 
If requested, the agenda and backup materials will be made available in 
appropriate alternative formats to persons with a disability, as required by Section 
202 of the Americans With Disabilities Act of 1990 (42 U.S.C. Sec. 12132), and 
the federal rules and regulations adopted in implementation thereof. 
 
Any person that requires a disability-related modification or accommodation, 
including auxiliary aids or services, in order to participate in the public meeting, 
may request such modification, accommodation, aid or service by contacting the 
City Clerk either in person or by phone at 951-677-7751, no later than 10:00 a.m. 
on the day preceding the scheduled meeting. 
 
I, Janet Morales, Wildomar Acting City Clerk, do certify that on February 5, 2020, 
by 6:00 p.m., a true and correct copy of this agenda was posted at the three 
designated posting locations: 
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Wildomar City Hall, 23873 Clinton Keith Road; 
U.S. Post Office, 21392 Palomar Street; 
Wildomar Library, 34303 Mission Trail. 


______________________________ 


Janet Morales 
Acting City Clerk 







ITEM #1.2 
 


CITY OF WILDOMAR 
CITY COUNCIL ADJOURNED REGULAR MEETING MINUTES 


January 15, 2020 
 
CALL TO ORDER – CLOSED SESSION - 5:00 P.M. 
The closed session of January 15, 2020 of the Wildomar City Council was called 
to order by Mayor Nigg at 5:00 p.m. at the Wildomar Council Chambers, 23873 
Clinton Keith Road, Suite 106, Wildomar, California. 
 
City Council Roll Call showed the following: 
 
Members in attendance: Council Member Morabito, Swanson, Mayor Pro Tem 
Moore, Mayor Nigg 
 
Members absent: Council Member Benoit 
 
Staff in attendance: City Manager Nordquist, City Attorney Jex and Acting City 
Clerk Morales 
 
 
PUBLIC COMMENTS 
There were no speakers. 
 
CLOSED SESSION 
Acting City Clerk Morales read the following:  
 
1.  The City Council will meet in closed session pursuant to the provisions of 


Government Code section 54957(b) regarding Public Employee Performance 
Evaluation.  
Title:  City Manager. 
 


The City Council convened into closed session at 5:01 p.m. 
 


 
RECONVENE INTO OPEN SESSION 
The City Council reconvened into open session at 6:35 p.m. with all Council 
Members present.  
 
ANNOUNCEMENTS 
City Attorney Jex stated there are no reportable actions. 
 
ADJOURN CLOSED SESSION 
There being no further business, Mayor Nigg adjourned the closed session at 6:36 
p.m.  
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CALL TO ORDER – REGULAR SESSION - 6:30 P.M. 
The Adjourned Regular meeting of January 15, 2020 of the Wildomar City Council 
was called to order by Mayor Nigg at 6:36 p.m. at the Wildomar Council Chambers, 
23873 Clinton Keith Road, Suite 106, Wildomar, California. 
 
City Council Roll Call showed the following:  
 
Members in attendance: Council Members Benoit, Morabito, Swanson Mayor Pro 
Tem Moore, Mayor Nigg. 
 
Members absent: None. 
 
Staff in attendance: City Manager Nordquist, Assistant City Manager York, City 
Attorney Jex, Acting City Clerk Morales, Planning Director Bassi, Administrative 
Services Director Riley, Finance Manager Howell, Economic Development 
Director Davidson, Building Official Haeberle and Intern II Luna. 
 
The flag salute was led by Lucy Nigg. 
 
 
PRESENTATIONS 
 
1. Mayor Nigg Acknowledged 2019 Mayor, Marsha Swanson. 
2. Council Morabito presented a donation to Social Work Action Group and 


Wildomar Friends of the Library. 
3. Mayor Nigg presented a Proclamation Supporting the Keeping California Safe 


Act 2020 
4. Building Official Haeberle introduced new staff member Adolfo Cruz.  
5. Elsinore Valley Municipal Water District Community Affairs Supervisor, Bonnie 


Woodrome, gave a presentation regarding new proposed water regulations 
 
 
PUBLIC COMMENTS 
Kathy Bundy, resident, spoke regarding litter cleanup. 
 
Kenneth Mayes, resident, spoke regarding park tot lots and the Murrieta/Wildomar 
Chamber of Commerce paperwork filings. 
 
Patrick Ellis, President of the Murrieta/Wildomar Chamber of Commerce spoke 
regarding upcoming chamber of events and public policy platforms. 
 
June Sterling, resident, spoke regarding vehicle speeding on Gruwell Street. 
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Monty Goddard, resident, spoke regarding Mayor’s Vision and litter/trash in the 
City.  
 
Melathine Bishop, resident, spoke regarding slaughtering of animals near her 
property. 


APPROVAL OF THE AGENDA AS PRESENTED 
Mayor Nigg asked for the Approval of the Agenda as Presented. 
 
A MOTION was made by Mayor Pro Tem Moore, seconded by Councilmember 
Benoit to approve the agenda as presented. 
 
MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 
 
 
1.0 CONSENT CALENDAR 


Mayor Nigg asked to pull Agenda Item #1.12 (Minimum Hourly Wage 
Updates to the Position Classification, General Salary Schedules, 
Administrative Analyst II, Administrative Assistant II, and Grounds Worker I 
& II Classification Description) to amend Resolution No. 2020-03.  
 
Monty Goddard, resident, with minutes donated by Ken Mayes, resident, 
spoke for a total of 6 minutes regarding Agenda Item #1.12. 
 
Robert Howell, Finance Manager, presented the staff report on Item #1.12. 
 
A MOTION was made by Councilmember Benoit seconded by Mayor Pro 
Tem Moore to approve Agenda Item #1.12 with the amended Resolution 
entitled: 


 
RESOLUTION NO. 2020 - 03 


A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 
CALIFORNIA, UPDATING THE POSITION CLASSIFICATION 


SCHEDULE, THE GENERAL SALARY SCHEDULE RESULTING FROM 
THE INCREASE TO MINIMUM HOURLY WAGE RATE, AND UPDATING 


THE ADMINISTRATIVE ANALYST I AND II, ADMINISTRATIVE 
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ASSISTANT I AND II, AND GROUNDS WORKER I & II POSITION 
CLASSIFICATION DESCRIPTIONS 


 
 
MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 
 
Mayor Nigg asked for the Approval of the remaining items on the Consent 
Calendar. 
 
A MOTION was made by Mayor Pro Tem Moore seconded by 
Councilmember Benoit to approve the remaining items on the Consent 
Calendar.  
 
MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 
 


1.1 Reading of Ordinances 
Approved the reading by title only of all ordinances on this agenda. 
 


1.2 Minutes – December 11, 2019 Regular Meeting 
Approved the Minutes as presented. 


 
1.3 Warrant and Payroll Registers 


Approved the following: 
 
1. Warrant Register dated 12-05-2019 in the amount of $895,902.00; 
2. Warrant Register dated 12-12-2019 in the amount of $177,621.19; 
3. Warrant Register dated 12-19-2019 in the amount of $428,620.60; 
4. Payroll Register dated 12-01-2019 in the amount of $91,543.61; 
5. Warrant Register dated 01-02-2020 in the amount of $452,167.91; 
6. Electronic Payment Register dated 01-07-2020 in the amount of 
 $106,858.49. 
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1.4 Treasurer’s Report 


Approved the Treasurer’s Report for November 2019. 
 


1.5 Memorandum of Understanding with Beazer Homes Holdings LLC and 
Omni Financial LLC Pertaining to McVicar Street/Wildomar Channel 
Box Culvert and Development Impact Fees  


 Authorize the City Manager to execute the Memorandum of Understanding.   
 
1.6 NPDES/MS4 Stormwater Program: Santa Margarita River Watershed 


Management Area Implementation Agreement Amendment No. 1 
 Authorized the Mayor to execute Amendment No. 1 to the Santa Margarita 


River Watershed Management Area (SMR WMA) Implementation 
Agreement. 


 
1.7 Parcel Map 36673 - Final Map Approval, Subdivision Improvement 


Agreements, Lien Agreements 
Adopted a Resolution entitled: 
 


RESOLUTION NO. 2020 - 01 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 
CALIFORNIA, APPROVING THE FINAL MAP FOR TENTATIVE PARCEL 


MAP 36673 AND AUTHORIZING THE CITY MANAGER TO EXECUTE 
THE SUBDIVISION IMPROVEMENT AGREEMENTS AND LIEN 


AGREEMENTS FOR PARCEL 1 AND FOR PARCELS 2 AND 3 OF 
PARCEL MAP 36673 


 
1.8 Acceptance of Public Improvements for CUP 16-0095 (Big Easy RV & 


Boat Storage) (Milestone Wildomar, LLC) 
Adopted a Resolution entitled: 
 


RESOLUTION NO. 2020- 02 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 


CALIFORNIA, ACCEPTING THE PUBLIC IMPROVEMENTS FOR 
CUP 16-0095 AND AUTHORIZING THE CITY ENGINEER TO PREPARE 


AND FILE THE NOTICE OF COMPLETION WITH THE RIVERSIDE 
COUNTY RECORDER 


 
1.9 2nd Reading of Ordinance No. 176 – Sidewalk Vending Municipal Code 


Amendment 
RECOMMENDATION: Staff recommends that the City Council adopt 
an Ordinance entitled: 







  
City of Wildomar 


City Council Minutes 
January 15, 2020 


 


6 


  


 
ORDINANCE NO. 176 


AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 
WILDOMAR, CALIFORNIA, AMENDING CHAPTER 5.72 (ROADSIDE 
VENDING) OF THE WILDOMAR MUNICIPAL CODE AND ADDING 


CHAPTER 12.24 (SIDEWALK VENDING) TO THE WILDOMAR 
MUNICIPAL CODE RELATED TO LOCAL REGULATION OF STREET 


VENDORS 
 


 
1.10 Smith Ranch Self Storage/RV Facility, CUP 16-0138 Public 


Improvement Agreement and BMP Agreement 
 Authorized the City Manager to execute the Public Improvement 


Agreement, and the BMP agreement with Smith Ranch Storage, LLC, a 
California limited liability company for Conditional Use Permit (CUP) No. 16-
0138 (Smith Ranch Self Storage/RV Facility). 
 


1.11 Capital Improvement Program Status Report – 2nd Quarter 
1. Received and filed the FY19/20 2nd Quarter Capital Improvement 
Program Status Report. 
2. Approved the revised Five-Year CIP Booklet and funding program. 
 


 
2.0 PUBLIC HEARINGS 
 
2.1 Consideration of Territory to be Annexed to Community Facilities 


District No. 2013-1 (Services), Calling an Election, Ordering the Levy 
and Collection of Special Taxes, and Declaring the Election Results 
for CFD 2013-1 (Services), Annexation No. 18 
Mayor Nigg read the Title. 
 
Mayor Nigg opened the public hearing. 
 
Assistant City Manager York presented the staff report. 
 
There being no public comments or written protests, Mayor Nigg closed the 
public hearing.  
 
A MOTION was made by Councilmember Benoit, seconded by Mayor Pro 
Tem Moore to adopt a Resolution entitled: 
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RESOLUTION NO. 2020 - 04 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 


CALIFORNIA, CALLING AN ELECTION TO SUBMIT TO THE 
QUALIFIED ELECTORS THE QUESTION OF LEVYING A SPECIAL TAX 


WITHIN THE AREA PROPOSED TO BE ANNEXED TO COMMUNITY 
FACILITIES DISTRICT NO. 2013-1 (SERVICES) (ANNEXATION NO. 18) 
 
MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 
 
The ballots were canvassed. 
 
A MOTION was made by Councilmember Benoit, seconded by Mayor Pro 
Tem Moore to adopt a Resolution entitled: 
 


RESOLUTION NO. 2020 - 05 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 


CALIFORNIA, DECLARING ELECTION RESULTS FOR COMMUNITY 
FACILITIES DISTRICT NO. 2013-1 (SERVICES) (ANNEXATION NO. 18) 
 


2.2 Consideration of Territory to be Annexed to Community Facilities 
District No. 2013-1 (Services), Calling an Election, Ordering the Levy 
and Collection of Special Taxes, and Declaring the Election Results 
for CFD 2013-1 (Services), Annexation No. 19 
Mayor Nigg read the Title. 
 
Mayor Nigg opened the public hearing. 
 
Assistant City Manager York presented the staff report. 
 
There being no public comments or written protests, Mayor Nigg closed the 
public hearing.  
 
A MOTION was made by Councilmember Benoit, seconded by Mayor Pro 
Tem Moore to adopt a Resolution entitled: 
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RESOLUTION NO. 2020 - 06 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 


CALIFORNIA, CALLING AN ELECTION TO SUBMIT TO THE 
QUALIFIED ELECTORS THE QUESTION OF LEVYING A SPECIAL TAX 


WITHIN THE AREA PROPOSED TO BE ANNEXED TO COMMUNITY 
FACILITIES DISTRICT NO. 2013-1 (SERVICES) (ANNEXATION NO. 19) 
 
MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 
 
A MOTION was made by Councilmember Benoit, seconded by Mayor Pro 
Tem Moore to adopt a Resolution entitled: 
 


RESOLUTION NO. 2020 - 07 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 


CALIFORNIA, DECLARING ELECTION RESULTS FOR COMMUNITY 
FACILITIES DISTRICT NO. 2013-1 (SERVICES) (ANNEXATION NO. 19) 


 
MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 


 
2.3 Zoning Ordinance Amendment No. 19-03 (Sign Code Update): City 


Council review of a General Rule CEQA Exemption and an amendment 
to Chapters 17.252 (Sign Regulations) and 17.254 (Temporary Signs) 
of the Wildomar Municipal Code regarding permanent and temporary 
signs 


 Mayor Nigg read the title. 
 
Mayor Nigg opened the public hearing. 
 
Planning Director Bassi presented the staff report. 
 
Patrick Ellis, Murrieta/Wildomar Chamber of Commerce President, provided 
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public comment.  
 
Veronica Langworthy, resident, provided public comment. 
 
A MOTION was made by Councilmember Morabito, seconded by Mayor 
Pro Tem Moore to approve the Planning Commissions recommended 
changes and introduce and approve first reading of an Ordinance entitled: 


 
ORDINANCE NO. 178 


AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 
WILDOMAR, CALIFORNIA ADOPTING A GENERAL RULE EXEMPTION 


PER SECTION 15061(B)(3) AND SECTION 15311(A) OF THE 
CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA) GUIDELINES, 
AND APPROVAL OF ZONING ORDINANCE AMENDMENT NO. 19-03 
TO AMEND CHAPTERS 17.252 (SIGN REGULATIONS) AND 17.254 


(TEMPORARY SIGNS) OF THE WILDOMAR MUNICIPAL CODE 
PERTAINING PERMANENT AND TEMPORARY SIGNS IN THE CITY OF 


WILDOMAR 
 
MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 


 
3.0 GENERAL BUSINESS  
 


3.1 Establish Speed Zones on Mission Trail, Palomar Street, Bundy 
Canyon Road, and Corydon Street 
Mayor Nigg read the title. 
 
Assistant City Manager York presented the staff report. 
 
A MOTION was made by Councilmember Benoit, seconded by Mayor Pro 
Tem Moore to take the following actions: 
 
1. Establish radar-enforceable Speed Limits on four (4) arterial roadways in 


the City of Wildomar: Mission Trail from Malaga Road to Palomar Street; 
Palomar Street from Mission Trail to southern city limit; Bundy Canyon 
Road from Mission Trail to Sunset Street; and, Corydon Street from 
Grand Avenue to Mission Trail certified speed zone segments (See 
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Attachment B) 
 
2. Introduce and approve the first reading of an Ordinance entitled: 
 


ORDINANCE NO. 179 
AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 


WILDOMAR, CALIFORNIA, AMENDING CHAPTER 10.16 OF TITLE 
10 TO THE WILDOMAR MUNICIPAL CODE ESTABLISHING SPEED 


LIMITS ON CERTAIN STREETS 
 
3. Direct the City Engineer to post speed limit signs based on the adopted 


Ordinance. 
 


MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 
 


3.2 Development Impact Fees – Five-Year and Annual Report as of June 
30, 2019 
Mayor Nigg read the title. 
 
Administrative Services Director Riley presented the staff report. 
 
Monty Goddard, resident, provided public comment.  
 
A MOTION was made by Mayor Pro Tem Moore, seconded by 
Councilmember Benoit to take the following actions: 
 
1. Adopt a Resolution entitled: 
 


RESOLUTION NO. 2020 - 08 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF 
WILDOMAR, CALIFORNIA, TO MAKE CERTAIN FINDINGS AS 


REQUIRED BY THE 1996 CALIFORNIA MITIGATION ACT 
 
2. Receive and file the Five-Year and Annual report for the Development 


Impact Fees for the Fiscal Year Ending June 30, 2019. 
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MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 


 
3.3 FY 2019-20 Mid-Year Budget Report   


Mayor Nigg read the title. 
 
Administrative Services Director Riley presented the staff report. 
 
Kenneth Mayes, resident, with minutes donated from Martha Bridges, 
resident, provided public comment for a total of 6 minutes. 
 
Monty Goddard, resident, provided public comment.  
 
A MOTION was made by Councilmember Benoit, seconded by Mayor Pro 
Tem Moore to approve the Fiscal Year 2019-20 Mid-Year Report with the 
following decision packages: 
 


• Minor SFR Parking Code Update $10,000  
• Weed Abatement Program $75,000 
• Santa Rosa Plateau- Fire Restoration Fund $10,000 
• City Clerk Department Enhancements $43,000 
• Speed Survey Package $30,000 
• Social Work Action Group Enhancement $34,000; 


 
And adopt a Resolution entitled: 
 


RESOLUTION NO. 2020 - 09 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 


CALIFORNIA, AUTHORIZING AMENDMENTS TO THE FY 2019-20 
BUDGETED REVENUES AND EXPENSES 


 


MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 
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3.4 Measure Z Oversight Advisory Committee Appointment 
Mayor Nigg read the title. 
 
Acting City Clerk Morales presented the staff report. 
 
A MOTION was made by Mayor Pro Tem Moore, seconded by 
Councilmember Swanson to appoint Timothy Underdown to the Measure Z 
Oversight Advisory Committee.  
 
MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 
 


3.5 Committees, Commissions and Boards Appointment Update 
Mayor Nigg read the title.  
 
Mayor Nigg presented the staff report.  
 
A MOTION was made by Councilmember Swanson, seconded by Mayor 
Pro Tem Moore to add the Western Community Energy Committee to the 
list of Council Committees, Commissions and Boards and confirmed 
Councilmember Benoit as the Delegate and Mayor Nigg Alternate for 2020. 
 
MOTION carried 5-0, by the following vote: 
 
YEA: Benoit, Morabito, Swanson, Mayor Pro Tem Moore, Mayor Nigg 
NAY: None 
ABSTAIN: None 
RECUSE: None 
ABSENT: None 


 
COUNCIL COMMUNICATIONS 
The City Council Members spoke regarding the various committees, commissions, 
and boards that they serve on locally and regionally and community events, 
including: 
 
1. Community events 
2. Regional events 
3. Chamber of Commerce 
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4. Riverside Conservation Authority (RCA) 
5. Riverside Transit Agency (RTA) 
6. Riverside County Transportation Commission (RCTC) 
7. League of California Cities 
8. Southern California Association of Governments (SCAG) 
9. Riverside County Habitat Conservation Agency (RCHCA) 
10. Western Riverside Council of Governments (WRCOG) 
11. South Coast Air Quality Management District (SCAQMD) 
12. Ad Hoc & Subcommittees 
 
 
CITY MANAGER REPORT 
City Manager Nordquist, Economic Development Director Davidson and Intern II 
Luna presented the report. 
 
 
FUTURE AGENDA ITEMS 
Public Right of Way Enhancements - Benoit 
Mayor at Large - Nigg 
 
 
ADJOURN THE CITY COUNCIL MEETING  
There being no further business, Mayor Nigg declared the meeting adjourned at 
9:11 p.m.  
 
 
Submitted by:    Approved by: 
 
 
 
_______________________________ _______________________________ 
Janet Morales    Dustin Nigg 
Acting City Clerk    Mayor 


 







  


CITY OF WILDOMAR CITY COUNCIL 
Agenda Item #1.3 


  CONSENT CALENDAR  
 Meeting Date: February 12, 2020 
______________________________________________________________________  
 
TO:   Mayor and City Council Members 
 
FROM:  Robert Howell, Finance Manager 
 
SUBJECT:  Warrant and Payroll Registers 
 
 


STAFF REPORT 
 
RECOMMENDATION: 
Staff recommends that the City Council approve the following: 
 


1. Warrant Register dated 01-09-2020 in the amount of $177,298.63; 
2. Warrant Register dated 01-16-2020 in the amount of $304,855.28; 
3. Warrant Register dated 01-21-2020 in the amount of $80,404.85; 
4. Warrant Register dated 01-23-2020 in the amount of $566,388.03; 
5. Warrant Register dated 01-30-2020 in the amount of $259,607.81; 
6. Payroll Register dated 02-01-2020 in the amount of $104,761.08. 


 
 


DISCUSSION: 
The City of Wildomar requires that the City Council audit payments of demands and direct 
the City Manager to issue checks. The Warrant and Payroll Registers are submitted for 
approval.  
 
 
FISCAL IMPACT: 
These Warrant, Wire Transfer and Payroll Registers will have a budgetary impact in the 
amount and fiscal year noted in the recommendation section of this report.  These costs 
are included in the Fiscal Year 2019/20 Budget. 
 
 
Submitted by:      Approved by: 
Robert Howell      Gary Nordquist 
Finance Manager                City Manager 
 
 
ATTACHMENTS: 
Voucher List 01/09/2020    Voucher List 01/23/2020 
Voucher List 01/16/2020        Voucher List 01/30/2020 
Voucher List 01/21/2020    Payroll List 02/01/2020 
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1


12:55:26PM


Page:


Bank code : wf


Voucher Date Vendor Invoice PO # Description/Account Amount


 211778 1/9/2020 000088  ACE HARDWARE 304943/3 HR DEPT SUPPLIES  27.88


Total :  27.88


 211779 1/9/2020 000212  ASPA, C/O SUN TRUST BANK 88441FY20 03/01/20-02/28/21 ASPA MEMBERSHIP - 


CITY


 155.00


Total :  155.00


 211780 1/9/2020 000554  AT & T 122819 TELEPHONE LONG DISTANCE P/E 12/28/19  42.33


Total :  42.33


 211781 1/9/2020 001309  BOWEN, CHRISTY LYNN 10620 MILEAGE REIMBURSEMENT - PARKS  17.31


Total :  17.31


 211782 1/9/2020 000081  CALIFORNIA BUILDING STANDARDS, COMMISSION10620 OCT 2019-DEC 2019 CA BLDG STANDARDS 


ADMI


 547.20


Total :  547.20


 211783 1/9/2020 001510  CASSIL, JEFFREY 10720A RELOCATION - PARCEL #40 - CAN DO 


ALL/JEF


 25,434.00


Total :  25,434.00


 211784 1/9/2020 001510  CASSIL, JEFFREY 10720B RELOCATION - PARCEL #40 - CAN DO 


ALL/JEF


 4,625.00


Total :  4,625.00


 211785 1/9/2020 000994  CFT NV DEVELOPMENTS, LLC 01020 JAN 2020 CITY HALL MTHLY LEASE 


1029-K102


 30,134.30


Total :  30,134.30


 211786 1/9/2020 001292  CRISP IMAGING 134728 PROJECT RELATED REPROGRAPHICS 


16-0146


 38.50


Total :  38.50


 211787 1/9/2020 000082  DEPARTMENT OF CONSERVATION, DIVISION OF ADMIN SERVICE10620 OCT 2019 - DEC 2019 SMIP FEES  2,562.00


Total :  2,562.00


 211788 1/9/2020 000022  EDISON 10220 12/01/19-01/01/19 ELECTRIC CSA 103  42.20


 175.3912/01/19-01/01/19 ELECTRIC WILDOMAR 


CITY


10320A


 67.4712/01/19-01/01/19 ELECTRIC CFD 2013-110320B
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Voucher Date Vendor Invoice PO # Description/Account Amount


 211788 1/9/2020 (Continued)000022  EDISON


 237.6512/01/19-01/01/19 ELECTRIC CFD 2013-00110320C


 204.3712/01/19-01/01/19 ELECTRIC CFD 2013-00110320D


 213.2312/01/19-01/01/19 ELECTRIC CFD 2013-00110320E


 47.7812/01/19-01/01/19 ELECTRIC CFD 2013-00110320F


 285.0610/28/19-12/21/19 ELECTRIC122619


 26.0411/26/19-12/27/19 ELECTRIC - BASEBALL FI122819A


 97.7411/26/19-12/27/19 ELECTRIC - 21400 PALOM122819B


Total :  1,396.93


 211789 1/9/2020 000012  ELSINORE VALLEY MUNICIPAL, WATER DISTRICT10203799 11/07/19-12/06/19 WATER ZONE 52 LOC 01  68.76


 36.9611/07/19-12/06/19 WATER ZONE 29 LOC 0210203854


 108.8711/07/19-12/06/19 WATER ZONE 71 LOC 0110204136


 179.5611/07/19-12/06/19 WATER 32637 GRUWELL -10204330


 1,049.5011/07/19-12/06/19 WATER MARNA OBRIEN10204411


 189.9711/15/19-12/14/19 WATER ZONE 42 LOC 01 


M


10215386


 153.1211/15/19-12/14/19 WATER ZONE 42 LOC 03 


M


10215636


 159.8211/15/19-12/14/19 WATER ZONE 42 LOC 02 


M


10215637


 51.7611/19/19-12/18/19 WATER ZONE 3 LOC 35 


M1


10222368


 246.9411/18/19-12/17/19 WATER ZONE 3 LOC 23 


M1


10224569


 51.5911/18/19-12/17/19 WATER ZONE 30 LOC 210225045


 54.7711/18/19-12/17/19 WATER ZONE 3 LOC 49 


M1


10225135


 47.0111/18/19-12/17/19 WATER ZONE 51 LOC 110225709


 200.8411/18/19-12/17/19 WATER BASEBALL FIELD10226090


 215.8211/18/19-12/17/19 WATER WINDSONG PARK10226188


 267.2711/18/19-12/17/19 WATER ZONE 3 LOC 29 


M1


10226855


 187.0811/18/19-12/17/19 WATER ZONE 3 LOC 29 


M2


10226933


 48.4111/18/19-12/17/19 WATER ZONE 30 LOC 110226936


 149.6011/18/19-12/17/19 WATER ZONE 3 LOC 42 &10227034


 63.2011/18/19-12/17/19 WATER 22450 1/2 


CERVER


10227434


 89.4211/18/19-12/17/19 WATER 22450 CERVERA10227675
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 211789 1/9/2020 (Continued)000012  ELSINORE VALLEY MUNICIPAL, WATER DISTRICT


 51.5911/18/19-12/17/19 WATER ZONE 62 - 2293310228770


 57.9911/18/19-12/17/19 WATER ZONE 67 - 


ARNNET


10228857


Total :  3,729.85


 211790 1/9/2020 000941  FRONTIER 10120A 01/01/20-01/31/20 OFFICE TELEPHONE 


CHARG


 387.89


 51.8501/01/20-01/31/20 TELEPHONE CHARGES10120B


 51.8501/07/20-02/06/20 TELEPHONE CHARGES10720


Total :  491.59


 211791 1/9/2020 001467  GOLDEN TOUCH CLEANING, SOLUTIONS, INC66828 0000238 WILDOMAR PARK CLEANING SVC FY19/20 


AS PE


 2,805.00


Total :  2,805.00


 211792 1/9/2020 000685  GREAT AMERICA FINANCIAL SERVIC 26182142 CANON COLOR COPIER SYST #25-1249376  214.24


Total :  214.24


 211793 1/9/2020 000016  INNOVATIVE DOCUMENT SOLUTIONS 214845 12/01/19-12/31/19 CONTRACT COPIER SVC 


MA


 977.22


Total :  977.22


 211794 1/9/2020 001438  MAUREEN KANE & ASSOCIATES, INC 10620 TECHNICAL TRAINING FOR CLERKS 


03/10-13/2


 1,550.00


Total :  1,550.00


 211795 1/9/2020 000526  PRINT POSTAL 15050 BUSINESS CARDS - K DAVIDSON  86.80


 4,221.632020 CITY CALENDARS15282


 322.20BUSINESS CARDS15331


Total :  4,630.63


 211796 1/9/2020 000042  PV MAINTENANCE, INC. 005-225 DECEMBER 2019 CITYWIDE MAINT. 


CONTRACTUA


 96,284.75


Total :  96,284.75


 211797 1/9/2020 001101  SIGNS BY TOMORROW 24380 WILDOMAR PUBLIC HEARING SIGN 19-0017  547.50


 547.50WILDOMAR PUBLIC HEARING SIGN 19-009324381


Total :  1,095.00


 211798 1/9/2020 001258  SUNBELT RENTALS, INC. 92657540 BASEBALL FIELD EQUIPMENT RENTAL  108.49
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(Continued) Total :  108.49 211798 1/9/2020 001258 001258  SUNBELT RENTALS, INC.


 211799 1/9/2020 000437  VERIZON WIRELESS 9844770484 12/23/19-01/22/20 DATA INTERNET CHARGE  355.39


 76.0212/23/19-01/22/20 DATA INTERNET CHARGE9844770485


Total :  431.41


Bank total :  177,298.63 22 Vouchers for bank code : wf


 177,298.63Total vouchers :Vouchers in this report 22
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Voucher Date Vendor Invoice PO # Description/Account Amount


 211806 1/16/2020 000367  CINTAS CORPORATION 5015515483 NON-DEPT FIRST AID & SAFETY #201/#207  133.49


Total :  133.49


 211807 1/16/2020 000785  CORELOGIC SOLUTIONS, LLC 82001762 DEC 2019 CODE ENFORCEMENT 


SOFTWARE


 150.00


Total :  150.00


 211808 1/16/2020 001433  DAVIDSON, KIMBERLY 5413868 REIMBURSE: WHITEBOARD  61.98


 23.91REIMBURSE: SUNSHADE FOR OFFICE582626


Total :  85.89


 211809 1/16/2020 001326  DETRAY DRILLING 10720 RELOCATION - LAGRECA WELL REMOVAL  7,950.00


Total :  7,950.00


 211810 1/16/2020 000022  EDISON 10820 12/01/19-01/01/20 ELECTRIC  7,793.95


Total :  7,793.95


 211811 1/16/2020 001222  FOBRO CONSULTING LLC 94 12/28/19-01/10/20 ACCTING CONTRACTUAL 


SV


 4,015.00


Total :  4,015.00


 211812 1/16/2020 001450  FRANCHISE TAX BOARD 11620 WITHHOLDING ORDER - S STANTON  175.00


Total :  175.00


 211813 1/16/2020 001512  HOPE, INC. 123019 REIMBURSEMENT 19/20 GRANT  3,696.57


Total :  3,696.57


 211814 1/16/2020 000499  INLAND EMPIRE LANDSCAPE INC 32550 SEPT 2019 LANDSCAPE REPAIR/REPLACE  939.09


 8,160.72DECEMBER 2019 LANDSCAPE 


MAINTENANCE


33139


Total :  9,099.81


 211815 1/16/2020 000072  INTERWEST CONSULTING GROUP 55697 NOV 2019 CONTRACTUAL SVC - CIP  38,587.50


 119,339.14NOV 2019 CONTRACTUAL SVC55704


Total :  157,926.64


 211816 1/16/2020 000113  LEAGUE OF CALIFORNIA CITIES 2466 RIVERSIDE COUNTY DIVISION DUES 2020  100.00


Total :  100.00
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 211817 1/16/2020 001150  MILESTONE WILDOMAR LLC 11520 REFUND/RELEASE SECURITY BOND 


#17-0041


 6,000.00


Total :  6,000.00


 211818 1/16/2020 001337  MPS SECURITY 0808-9517 0000237 WILDOMAR PARKS PATROL SVC - FY19/20 


AS D


 2,088.00


0000237  2,016.00WILDOMAR PARKS PATROL SVC - FY19/20 


AS D


0808-9565


0000237  2,160.00WILDOMAR PARKS PATROL SVC - FY19/20 


AS D


0808-9625


Total :  6,264.00


 211819 1/16/2020 001046  MUNICIPAL CONSULTING SERVICES, LLC 10920 12/28/19-01/10/20 INTERIM FINANCE 


DIRECT


 3,150.00


Total :  3,150.00


 211820 1/16/2020 001107  PLACEWORKS 70817 DEC 2019 CONTRACTUAL SVC - CIP 28-1  4,945.42


Total :  4,945.42


 211821 1/16/2020 001244  PLATINUM BUSINESS SOLUTIONS, LLC 1041 12/29/19-01/11/20 ACCOUNTING 


CONTRACTUAL


 4,455.00


-175.00WITHHOLDING ORDER - S STANTON11620


Total :  4,280.00


 211822 1/16/2020 000186  RIGHTWAY 257583 BREAKFAST WITH SANTA 2019  209.90


Total :  209.90


 211823 1/16/2020 000149  RIVERSIDE COUNTY EXECUTIVE, OFFICE1920-03WIL JAN 2020-MAR 2020 QTRLY ANIMAL 


SHELTER S


 68,114.00


Total :  68,114.00


 211824 1/16/2020 001393  SOCALGAS 11320 12/09/19-01/09/20 GAS - FIRE DEPT 32637  83.45


Total :  83.45


 211825 1/16/2020 001306  SOCIAL WORK ACTION GROUP 11302019 NOV 2019 CONTRACTUAL SVC  5,880.00


 7,380.00DEC 2019 CONTRACTUAL SVC12312019


Total :  13,260.00


 211826 1/16/2020 001513  US BANK 1009 BUDGET ANALYST CONFERENCE - HOTEL  950.16


 16.91BUDGET ANALYST CONFERENCE - DINNER112019
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 211826 1/16/2020 (Continued)001513  US BANK


 354.00CITY SEAL FOR SHERIFF' LAKE ELSINORE 


OFF


14066


 425.00CSMFO 2020 ANNUAL CONFERENCE200006579


 110.00CSMFO 2020 MEMBERSHIP300003416


 7.46BUDGET ANALYST CONFERENCE - DINNER68


 54.00AIRPORT PARKING PARSAC MEETINGA43


Total :  1,917.53


 211827 1/16/2020 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER..6441335 REFUND AD FOR SENIOR PLANNER -50.00


 25.00AD FOR SENIOR PLANNER..778091F


-250.15REFUND: APA CONF HOTEL DEPOSIT - 


CANCEL


102519


 8.25PLANNING DEPT SUPPLIES121019


 210.00AD FOR SENIOR PLANNER2069


 80.37PLANNING OFFICE SUPPLIES410909246


 89.31PLANNING DEPT SUPPLIES439270


 14.67PLANNING OFFICE SUPPLIES4431414


Total :  127.45


 211828 1/16/2020 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER10 WINTER PARTY PRIZE  15.00


 15.97INNOVATION MONTH MEETING WITH 


RIVERSIDE


121619


 34.98INNOVATION MONTH MEETING WITH 


RIVERSIDE


282


 15.00WINTER PARTY PRIZE438593


 97.86ECONOMIC DEVELOPMENT OFFICE 


SUPPLIES - C


481861


 43.49ECONOMIC DEVELOPMENT OFFICE 


SUPPLIES - C


5164241


-104.39REFUND: ECON DEV OFFICE SUPPLIES5784261CR


 15.00WINTER PARTY PRIZE608542


 73.88LUNCH MEETING RE: DEVELOPMENT7


 98.42CENSUS 2020 MEETING93


Total :  305.21


 211829 1/16/2020 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER1015 CITY CLERK NEW LAW CONFERENCE - 


HOTEL


 635.27


 24.98ETHICS TRAINING MEETING112019


 47.59NON-DEPT DEPT SUPPLIES112619
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Voucher Date Vendor Invoice PO # Description/Account Amount


 211829 1/16/2020 (Continued)000006  WELLS FARGO PAYMENT REMITTANCE, CENTER


 26.94BREAKFAST WITH SANTA TABLECLOTHS121619


 21.74PLASTIC TABLECLOTHS1326633


 194.66NON-DEPT DEPARTMENTAL SUPPLIES - 


PRIME


3468523167233


 84.00DRY CLEANING - EVENT TABLECLOTHS3549


 35.50CITY CLERK & NON-DEPT SUPPLIES410512971


 13.90NON-DEPT DEPARTMENTAL SUPPLIES410513144


 25.22CITY CLERK OFFICE SUPPLIES414715804


 79.52CITY CLERK DEPT SUPPLIES - SAFECOTE 


DOC


43017206


-1.02CITY CLERK DEPT SUPPLIES REFUND 


SALES TA


43017206CR


 120.63CITY COUNCIL MEETING69


-43.48RETURN: CITY CLERK DEPT SUPPLIES7605002


 59.95BLDG & SAFETY ONLINE PAYMENT90367585


Total :  1,325.40


 211830 1/16/2020 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER121319 FIRE STATION EXPENSE  895.00


Total :  895.00


 211831 1/16/2020 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER105685 VIDEO HOSTING SOFTWARE  250.00


 535.96LEAGUE OF CA CITIES DIVISION MEETING 


JUN


K3JYOX


 509.96LEAGUE OF CA CITIES DIVISION MEETING 


JAN


VF88HJ


Total :  1,295.92


 211832 1/16/2020 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER121119 CEMETERY OFFICE SUPPLIES  56.48


 155.18BREAKFAST WITH SANTA SUPPLIES121219


 341.54CEMETERY RAIN EQUIPMENT145541


 37.43BREAKFAST WITH SANTA SUPPLIES82552


Total :  590.63


 211833 1/16/2020 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER411337459 ADMIN & NON-DEPT OFFICE SUPPLIES  240.30


 251.72BLDG, ADMIN & NON-DEPT OFFICE 


SUPPLIES


418275382


 13.26ADMIN OFFICE SUPPLIES - BADGES4857516


 209.002020 SHRM MEMBERSHIP - S STANTONCS520091


 209.002021 SHRM MEMBERSHIP - S STANTONCS531652
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(Continued) Total :  923.28 211833 1/16/2020 000006 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER


 211834 1/16/2020 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER120319 NON-DEPT SOFTWARE SUBSCRIPTION  14.99


Total :  14.99


 211835 1/16/2020 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER120919 FIRE STATION EXPENSE  8.92


 11.83FIRE STATION EXPENSE121019


Total :  20.75


 211836 1/16/2020 000006  WELLS FARGO PAYMENT REMITTANCE, CENTER44 RCTC MEETING - PARKING  6.00


Total :  6.00


Bank total :  304,855.28 31 Vouchers for bank code : wf


 304,855.28Total vouchers :Vouchers in this report 31
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Bank code : wf


Voucher Date Vendor Invoice PO # Description/Account Amount


 211840 1/21/2020 000994  CFT NV DEVELOPMENTS, LLC 12120 2017 & 2018 CAM/INS/RET 


RECONCILIATION 1


 80,304.85


Total :  80,304.85


 211841 1/21/2020 000283  RIVERSIDE COUNTY CLERK 11620A FILING FEE: NOE ZOA 19-03  50.00


Total :  50.00


 211842 1/21/2020 000283  RIVERSIDE COUNTY CLERK 11620B FILING FEE: ADMIN FOR NOD  50.00


Total :  50.00


Bank total :  80,404.85 3 Vouchers for bank code : wf


 80,404.85Total vouchers :Vouchers in this report 3
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 211843 1/23/2020 001517  A & A SIGN & CRANE, INC. 1917 0000256 FS61 FLAGPOLE REPLACEMENT/INSTALL 


(3)


 1,254.66


Total :  1,254.66


 211844 1/23/2020 000312  ADAME LANDSCAPE, INC. 81990 JAN 2020 MTHLY LANDSCAPE 


MAINTENANCE CSA


 250.00


Total :  250.00


 211845 1/23/2020 000033  AMERICAN FORENSIC NURSES 72916 BLOOD DRAW (1)  55.00


 55.00BLOOD DRAW (1)72933


Total :  110.00


 211846 1/23/2020 000007  ANIMAL FRIENDS OF THE VALLEY,, INC. NOV.2019 NOV 2019 ANIMAL CONTROL SERVICE  7,000.00


Total :  7,000.00


 211847 1/23/2020 001002  ARCHITERRA DESIGN GROUP 26625 11/25/19-12/24/19 WELO ANNUAL STATE 


REPO


 687.50


 206.0911/25/19-12/24/19 PLAN CHECK - 4TH PC26626


 750.0011/25/19-12/24/19 PLAN CHECK - 3RD PC26627


 799.8811/25/19-12/24/19 PLAN CHECK - 1ST PC26628


Total :  2,443.47


 211848 1/23/2020 000008  AT&T MOBILITY X01202020 01/13/20-02/12/20 COUNCIL MOBILE PHONE  57.00


Total :  57.00


 211849 1/23/2020 001282  AVI ENTERPRISES 100 CITY COUNCIL MEETING  158.76


Total :  158.76


 211850 1/23/2020 001309  BOWEN, CHRISTY LYNN 11720 01/06/20-01/08/20 MILEAGE 


REIMBURSEMENT


 37.56


Total :  37.56


 211851 1/23/2020 000010  CBC TECHNICAL INC 5501064 0000255 XPRESSION DESIGNER (SW ONLY) MAINT, 


1 YE


 867.39


Total :  867.39


 211852 1/23/2020 001180  CPSI 1650 DEC 2019 PROF. SVC. BUNDY CYN 


WIDENING


 3,051.06


Total :  3,051.06
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 211853 1/23/2020 000011  CR&R INC. 320441 12/24/19 DUMP 40 YD BOX & DISPOSAL FEE 


(


 895.57


 142.5801/01/20 4 YD BOX - BASEBALL FIELD320470


 142.5801/01/20 3 YD BOX - FIRE STATION #61320540


Total :  1,180.73


 211854 1/23/2020 000011  CR&R INC. 2200 12/01/19-12/31/19 STREET SWEEPER/BIKE 


LA


 455.86


Total :  455.86


 211855 1/23/2020 000054  DEPARTMENT OF TRANSPORTATION SL200534 OCT 2019- DEC 2019 SIGNALS & LIGHTING 


BI


 2,184.22


Total :  2,184.22


 211856 1/23/2020 000027  DIRECT TV 37079714411 01/12/20-02/11/20 CABLE SERVICE - CITY H  145.98


Total :  145.98


 211857 1/23/2020 000637  EAGLE'S MARK, EAGLE GRAPHIC CREATIONS IIN20-17592 CITY COUNCIL DEPARTMENTAL SUPPLIES  117.66


Total :  117.66


 211858 1/23/2020 000060  FEDEX 6-874-87823 FEDEX EXPRESS DELIVERY SVC 12/12/19  10.91


Total :  10.91


 211859 1/23/2020 001467  GOLDEN TOUCH CLEANING, SOLUTIONS, INC66754 0000238 WILDOMAR PARK CLEANING SVC FY19/20 


AS PE


 2,805.00


Total :  2,805.00


 211860 1/23/2020 000685  GREAT AMERICA FINANCIAL SERVIC 26225875 CANON COLOR COPIER SYST #13-1228588  214.24


 359.97CANON COLOR COPIER SYST 


#008-1472515


26259789


Total :  574.21


 211861 1/23/2020 000922  LANDSCAPE STRUCTURES INC INV-83090 0000245 CUSTOM SKYWAYS JOINED HYPAR SAILS/4 


COLU


 29,849.17


0000244  42,601.74CUSTOM SKYWAYS JOINED HYPAR SAILS/6 


COLU


INV-83222


Total :  72,450.91


 211862 1/23/2020 000018  ONTRAC 9013794 PROJECT RELATED SHIPPING COSTS  35.56


Total :  35.56







01/23/2020


Voucher List


City of Wildomar


3


12:07:29PM


Page:


Bank code : wf


Voucher Date Vendor Invoice PO # Description/Account Amount


 211863 1/23/2020 000778  PARSONS TRANSPORTATION GRP INC 2001A597 10/26/19-12/27/19 PROF. SVC AGREEMENT 


#4


 29,389.39


Total :  29,389.39


 211864 1/23/2020 000047  RIVERSIDE COUNTY, SHERIFF'S DEPARTMENTSH000003664 CONTRACT LAW ENFORCEMENT 


THROUGH 12/04/1


 406,267.10


Total :  406,267.10


 211865 1/23/2020 000215  THE PRESS-ENTERPRISE 11347305 PUBLIC NOTICE - ORDINANCE 174/175/177  924.00


 110.00PUBLIC NOTICE - PUBLIC HEARING ANNEX 


19


11348114


 110.00PUBLIC NOTICE - PUBLIC HEARING ANNEX 


18


11348118


 228.80PUBLIC NOTICE ZOA 19-03 NOPH11348290


 269.50PUBLIC NOTICE - ST FRANCES NOPH11351352


 324.50PUBLIC NOTICE - SHOOTING RANGE NOPH11351354


 158.40PUBLIC NOTICE - ORDINANCE 17611351768


Total :  2,125.20


 211866 1/23/2020 001495  TIME WARNER CABLE 2318010820 CABLE THROUGH 02/07/20 - FS61  5.25


Total :  5.25


 211867 1/23/2020 000918  TKE ENGINEERING INC 2019-1085 11/03/19-11/30/19 CONTRACTUAL SERVICE  7,100.00


 640.0011/03/19-11/30/19 CONTRACTUAL SERVICE2019-1086


 8,054.0011/03/19-11/30/19 CONTRACTUAL SERVICE2019-1087


 4,797.6511/03/19-11/30/19 CONTRACTUAL SERVICE2019-1088


 333.5011/03/19-11/30/19 CONTRACTUAL SERVICE2019-1089


 621.5011/03/19-11/30/19 CONTRACTUAL SERVICE2019-1090


 390.0011/03/19-11/30/19 CONTRACTUAL SERVICE2019-1091


 466.0011/03/19-11/30/19 CONTRACTUAL SERVICE2019-1092


 6,103.5011/03/19-11/30/19 CONTRACTUAL SERVICE2019-1093


 2,833.5011/03/19-11/30/19 CONTRACTUAL SERVICE2019-1094


 694.5011/03/19-11/30/19 CONTRACTUAL SERVICE2019-1095


 1,376.0011/03/19-11/30/19 CONTRACTUAL SERVICE2019-1096


Total :  33,410.15


Bank total :  566,388.03 25 Vouchers for bank code : wf


 566,388.03Total vouchers :Vouchers in this report 25
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 211871 1/30/2020 000031  AFLAC, REMITTANCE PROCESSING, CENTER31640 JAN 2020 MEDICAL INSURANCE BENEFIT  3,927.80


Total :  3,927.80


 211872 1/30/2020 000760  ARMADA ADMINISTRATORS 134955 FEB 2020 PREMIUM  3,430.00


Total :  3,430.00


 211873 1/30/2020 001374  ASAP SERVICES 2403 GRADE/SMOOTH/CLEAN RAIN DAMAGE  500.00


 500.00GRADE/SMOOTH RAIN RUTS FOR SAFETY2404


Total :  1,000.00


 211874 1/30/2020 000034  BIO-TOX LABORATORIES 39201 RC SHERIFF - LAB SERVICES  105.00


 213.00RC SHERIFF - LAB SERVICES39202


 46.00RC SHERIFF - LAB SERVICES39255


Total :  364.00


 211875 1/30/2020 000700  CPRS 10920 AGENCY MEMBERSHIP & ADMIN SECTION 


PRIMAR


 555.00


Total :  555.00


 211876 1/30/2020 001292  CRISP IMAGING 135064 CIP 023 WILDOMAR MDP RELATED 


REPROGRAPHI


 247.05


Total :  247.05


 211877 1/30/2020 000002  CRYSTAL CLEAN MAINTENANCE 103H JAN 2020 JANITORIAL SERVICES - CITY 


HALL


 1,998.00


Total :  1,998.00


 211878 1/30/2020 000037  DATA TICKET, INC. 108651 DEC 2019 DAILY CITE PROCESSING  150.00


 150.00DEC 2019 ONLINE/SSN CITATION 


PROCESSING


109097


Total :  300.00


 211879 1/30/2020 000022  EDISON 11520 12/13/19-01/14/20 ELECTRIC - CITY HALL  11.72


 4,739.3511/19/19-01/15/20 ELECTRIC11720


 6.8712/18/19-01/17/20 ELECTRIC - WILDOMAR 


31


11820A


 52.8012/18/19-01/17/20 ELECTRIC - 32975 WILLO11820C


 18.3012/18/19-01/17/20 ELECTRIC - 32975 WILLO11829B


Total :  4,829.04
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 211880 1/30/2020 001222  FOBRO CONSULTING LLC 95 01/11/20-01/24/20 ACCTING CONTRACTUAL 


SV


 4,926.31


Total :  4,926.31


 211881 1/30/2020 001450  FRANCHISE TAX BOARD 13020 WITHHOLDING ORDER - S STANTON  175.00


Total :  175.00


 211882 1/30/2020 001325  GEOCON WEST, INC. 7913449 12/02/19-12/29/19 WILDOMAR QAP CIP 056  450.00


Total :  450.00


 211883 1/30/2020 000072  INTERWEST CONSULTING GROUP 56222 DEC 2019 CONTRACTUAL SVC - CIP  30,370.00


 117,038.97DEC 2019 CONTRACTUAL SVC56368


Total :  147,408.97


 211884 1/30/2020 000113  LEAGUE OF CALIFORNIA CITIES 628529 ANNUAL MEMBERSHIP DUES 2020  13,149.00


Total :  13,149.00


 211885 1/30/2020 000856  MICHAEL BAKER INTERNATIONAL IN 1072535 DEC 2019 CONTRACTUAL SVCS  9,275.00


Total :  9,275.00


 211886 1/30/2020 000178  MORALES, JANET 12720 REIMBURSEMENT: DRY CLEANING EVENT 


TABLEC


 64.00


Total :  64.00


 211887 1/30/2020 001046  MUNICIPAL CONSULTING SERVICES, LLC 12320 01/11/20-01/24/20 - INTERIM FINANCE DIRE  5,017.50


Total :  5,017.50


 211888 1/30/2020 001107  PLACEWORKS 70992 DEC 2019 CONTRACTUAL SVCS - ZONE 


CONSIST


 285.00


 7,617.00DEC 2019 CONTRACTUAL SVCS - MULTI 


FAMILY


70994


 5,582.78DEC 2019 CONTRACTUAL SVCS - ADMIN 


WORK


71045


 1,965.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71046


 1,990.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71047


 300.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71048


 570.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71049
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 211888 1/30/2020 (Continued)001107  PLACEWORKS


 4,575.00DEC 2019 CONTRACTUAL SVCS - ADMIN 


WORK


71050


 300.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71051


 225.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71052


 150.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71053


 675.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71054


 1,775.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71055


 75.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71056


 562.50DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71057


 75.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71059


 3,655.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71060


 112.50DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71062


 187.50DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71063


 75.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71064


 150.00DEC 2019 CONTRACTUAL SVCS - PROJECT 


RELA


71065


Total :  30,902.28


 211889 1/30/2020 001244  PLATINUM BUSINESS SOLUTIONS, LLC 1042 01/11/20-01/24/20 ACCTING CONTRACTUAL  4,400.00


-175.00WITHHOLDING ORDER - S STANTON13020


Total :  4,225.00


 211890 1/30/2020 000186  RIGHTWAY 257895 01/09/20-02/05/20 RENT - WINDSONG PARK  175.25


Total :  175.25


 211891 1/30/2020 000149  RIVERSIDE COUNTY EXECUTIVE, OFFICE2020/01-01 ANIMAL SHELTER MISC EXPENSES P/E 


01/01/2


 1,343.28


Total :  1,343.28
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 211892 1/30/2020 000790  SPARKLETTS 11120 CITY HALL DRINKING WATER THROUGH 


01/11/2


 44.50


Total :  44.50


 211893 1/30/2020 001021  SPICER CONSULTING GROUP 541 FY 19/20 ANNUAL ADMIN LLMD89-1C/CSA 


22,


 2,583.33


 5,000.00CFD 2013-1 ANNEXATION #18 (RANCON 


100%)


544


 5,000.00CFD 2013-1 ANNEXATION #19 (SMITH 


RANCH 1


545


Total :  12,583.33


 211894 1/30/2020 000918  TKE ENGINEERING INC 2019-1145 12/01/19-12/31/19 CONTRACTUAL SVCS  130.00


 5,060.0012/01/19-12/31/19 CONTRACTUAL SVCS2019-1146


 390.0012/01/19-12/31/19 CONTRACTUAL SVCS2019-1147


 585.0012/01/19-12/31/19 CONTRACTUAL SVCS2019-1148


 260.0012/01/19-12/31/19 CONTRACTUAL SVCS2019-1149


 2,252.0012/01/19-12/31/19 CONTRACTUAL SVCS2019-1150


 2,057.0012/01/19-12/31/19 CONTRACTUAL SVCS2019-1151


 401.0012/01/19-12/31/19 CONTRACTUAL SVCS2019-1152


 723.5012/01/19-12/31/19 CONTRACTUAL SVCS2019-11534


 198.0012/01/19-12/31/19 CONTRACTUAL SVCS2019-1154


 695.0012/01/19-12/31/19 CONTRACTUAL SVCS2019-1155


 466.0012/01/19-12/31/19 CONTRACTUAL SVCS2019-1156


Total :  13,217.50


Bank total :  259,607.81 24 Vouchers for bank code : wf


 259,607.81Total vouchers :Vouchers in this report 24







ACH Date Payee Description Amount


1/9/2020 Heartland Payroll 12/21/2019-01/03/2020 56,933.58$    


1/23/2020 Heartland Payroll 01/04/2020-01/17/2020 46,423.63


1/31/2020 Heartland Payroll 01/01/2020-01/31/2020 1,403.87


TOTAL 104,761.08$  


City of Wildomar


Payroll Warrant Register


2/1/2020







CITY OF WILDOMAR – CITY COUNCIL 
Agenda Item #1.4 


CONSENT CALENDAR 
Meeting Date: February 12, 2020 


 
TO:   Mayor and City Council Members 
 
FROM:  James R. Riley, Administrative Services Director 
 
PREPARED BY: Robert Howell, Finance Manager 
 
SUBJECT:  Treasurer’s Report 
 


STAFF REPORT 
 
RECOMMENDATION: 
Staff recommends that the City Council approve the Treasurer’s Report for December 
2019. 
 
 
DISCUSSION: 
Attached is the Treasurer’s Report for Cash and Investments for the month of December 
2019. The City utilizes both the California State Treasurer’s Local Agency Investment 
Fund and the California Asset Management Program for its city investments. Utilizing the 
two investment programs allows the City to potentially increase the interest earned on the 
money held.  
 
 
FISCAL IMPACT: 
None. 
 
 
Submitted by:      Approved by: 
James R. Riley      Gary Nordquist 
Administrative Services Director    City Manager   
 
 
ATTACHMENTS: 
Treasurer’s Report 
 
 
 
 
 
 
 
 
  
 
 


 







BEGINNING + (-) ENDING
FUND ACCOUNT INSTITUTION BALANCE DEPOSITS WITHDRAWALS BALANCE RATE


All All WELLS FARGO  $ 3,328,943.87  $ 3,699,148.86  $ (2,174,218.88)  $ 4,853,873.85 0.000%


TOTAL  $ 3,328,943.87  $ 3,699,148.86  $ (2,174,218.88)  $ 4,853,873.85


PERCENT
OF DAYS STATED


FUND BOOK VALUE FACE VALUE MARKET VALUE PORTFOLIO TO MAT. RATE


All  $ 1,130,902.17  $ 1,130,902.17  $ 1,130,902.17 100.00% 0 2.043%
All  $ 4,044,713.36  $ 4,044,713.36  $ 4,044,713.36 100.00% 0 1.800%


TOTAL  $ 5,175,615.53  $ 5,175,615.53  $ 5,175,615.53 100.00%


CITY $ 10,029,489.38


(-)
+ WITHDRAWALS/


BEGINNING DEPOSITS/ SALES/ ENDING STATED
FUND BALANCE PURCHASES MATURITIES BALANCE RATE


All  $ 1,130,902.17  $ 0.00  $ 0.00  $ 1,130,902.17 2.043%
All  $ 4,050,974.05  $ 6,194.70  $ 0.00  $ 4,057,168.75 1.800%


TOTAL  $ 5,181,876.22  $ 6,194.70  $ 0.00  $ 5,188,070.92


 


CITY OF WILDOM AR
TREASURER'S REPORT FOR


CASH AND INVESTM ENT PORTFOLIO
December 2019


TOTAL CASH AND INVESTMENT


CITY INVESTMENT


In compliance with the California Code Section 53646, as Administrative Services Director/City Treasurer for the City of Wildomar, I hereby certify that sufficient investment 
liquidity and anticipated revenues are available to meet the City's expenditure requirements for the next six months, and that all investments are in compliance with the 
City's Statement of Investment Policy.


I also certify that this report reflects all Government Agency pooled investments and all of the City's Bank Balances.


CITY CASH


ISSUER


CALIFORNIA ASSET MANAGEMENT PROGRAM


CALIFORNIA ASSET MANAGEMENT PROGRAM


CITY INVESTMENT (Continued)


LOCAL AGENCY INVESTMENT FUND


LOCAL AGENCY INVESTMENT FUNDS


ISSUER


James R. Riley
James R, Riley
Administrative Services Director


Date


2/4/2020







CITY OF WILDOMAR – CITY COUNCIL 
Agenda Item #1.5 


CONSENT CALENDAR 
Meeting Date: February 12, 2020 


TO:  Mayor and City Council Members 
 
FROM: Matthew Bassi, Planning Director 
 
SUBJECT: 2nd Reading of Ordinance No. 178 – Sign Code Update (ZOA 19-03) 


STAFF REPORT 


RECOMMENDATION: 
The Planning Commission recommends that the City Council adopt an Ordinance entitled: 
 


ORDINANCE NO. 178 
AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 
WILDOMAR, CALIFORNIA ADOPTING A GENERAL RULE 


EXEMPTION PER SECTION 15061(B)(3) AND SECTION 15311(A) 
OF THE CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA) 


GUIDELINES, AND APPROVAL OF ZONING ORDINANCE 
AMENDMENT NO. 19-03 TO AMEND CHAPTERS 17.252 (SIGN 


REGULATIONS) AND 17.254 (TEMPORARY SIGNS) OF THE 
WILDOMAR MUNICIPAL CODE PERTAINING PERMANENT AND 


TEMPORARY SIGNS IN THE CITY OF WILDOMAR 


DISCUSSION: 
The City Council approved the first reading of Ordinance No. 178 at the January 15, 2020 City 
Council meeting for Zoning Ordinance Amendment No. 19-03 (Sign Code Update).  At this 
time, it would be appropriate for the City Council to adopt Ordinance No. 178 as presented. 


Respectfully Submitted,    Reviewed By, 
Gary Nordquist     Thomas D. Jex 
City Manager      City Attorney 


ATTACHMENT: 
A. Ordinance No. 178 







ATTACHMENT A 
 


Ordinance No. 178 
(ZOA No. 19-03) 


 
 
  







ORDINANCE NO. 178 
A ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 
WILDOMAR, CALIFORNIA ADOPTING A GENERAL RULE 
EXEMPTION PER SECTION 15061(B)(3) AND SECTION 15311(A) 
OF THE CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA) 
GUIDELINES, AND APPROVAL OF ZONING ORDINANCE 
AMENDMENT NO. 19-03 TO AMEND CHAPTERS 17.252 (SIGN 
REGULATIONS) AND 17.254 (TEMPORARY SIGNS) OF THE 
WILDOMAR MUNICIPAL CODE PERTAINING PERMANENT AND 
TEMPORARY SIGNS IN THE CITY OF WILDOMAR 


WHEREAS, in accordance with Chapter 17.280 of the Wildomar Municipal Code and 
California Government Code, Section 65800, et seq., the City Council has the authority to take 
action on the proposed Zoning Ordinance Amendment No. 19-03; and 


WHEREAS, the Planning Commission held a public hearing on December 4, 2019 for 
Zoning Ordinance Amendment No. 19-03, and adopted PC Resolution No. 2019-27 
recommending City Council approval of Zoning Ordinance Amendment No. 19-03; and 


WHEREAS, in accordance with Section 17.280.040 of the Wildomar Municipal Code, 
the Planning Department, on January 3, 2020, published a legal notice in the Press Enterprise, 
a local newspaper of general circulation, notifying the general public of the City Council public 
hearing set for January 15, 2020, regarding Zoning Ordinance Amendment No. 19-03; and  


WHEREAS, in accordance with Section 17.280.040 of the Wildomar Municipal Code, 
the City Council conducted a duly noticed public hearing on January 15, 2020, at which time 
interested persons had an opportunity to testify in support of, or opposition to Zoning Ordinance 
Amendment No. 19-03, and at which time the City Council received public testimony 
concerning Zoning Ordinance Amendment No. 19-03.  


THE CITY COUNCIL OF THE CITY OF WILDOMAR HEREBY DOES ORDAIN AS 
FOLLOWS:  


SECTION 1:  ENVIRONMENTAL DETERMINATION.  
In accordance with the requirements of the California Environmental Quality Act (Public 


Resources Code § 21000, et seq. (“CEQA”)), a review of the potential environmental impacts 
was conducted by the Planning Department for Zoning Ordinance Amendment No. 19-03.  
Based on this review, the Planning Department has determined that the adoption of the 
proposed amendment (which provides for only text changes) has no potential to impact the 
environment.  Therefore, Zoning Ordinance Amendment No. 19-03 meets the criteria to be 
exempt from CEQA pursuant to Section 15061(b)(3), which states that CEQA applies only to 
projects that have the potential for causing a significant effect on the environment, and where 
it can be seen with certainty that there is no possibility that the activity in question may have a 
significant effect on the environment, the activity is not subject to CEQA.  Further, construction 
of new signs resulting from approval of this code amendment are already categorically exempt 
from environmental review in accordance with Section 15311(a) of the CEQA Guidelines.  



http://qcode.us/codes/othercode.php?state=ca&code=gov





Given these two factors, Zoning Ordinance Amendment No. 19-03 meets the criteria for a 
General Rule and Categorical Exemption pursuant to Section 15061(b)(3) and Section 
15311(a) of CEQA, respectively.  As a result, the City Council hereby determines that Zoning 
Ordinance Amendment No. 19-03 has no potential to negatively impact the environment, 
therefore, adopts a general rule exemption and categorical exemption in accordance with 
CEQA guidelines. 


SECTION 2.  REQUIRED ZONING ORDINANCE AMENDMENT FINDING. 
In accordance with the provisions of the Wildomar Zoning Ordinance, the following 


finding is offered for City Council consideration in approval of Zoning Ordinance Amendment 
No. 19-03. 
 
A. The proposed amendment is consistent with the City of Wildomar General Plan and 


Zoning Ordinance. 
 


Evidence.  The proposed amendment is consistent with the City of Wildomar General Plan 
in that the proposed amendment will allow for individual businesses to better identify 
banners for special situations which in turn will enhance economic vitality (Goal LU 7.1).  
Further, the provisions outlined in the amendment will not impact the visual character of 
the business areas in that the strict regulations will maintain order and consistency related 
to temporary banners (Goal LU 4.1).  The amendment is also consistent with the Zoning 
Ordinance in that the City is allowed to amend its sign requirements from time to time to 
address changes in the marketplace and to keep up with current design trends.  Nothing 
in the proposed amendment will impact an individual business from having proper 
permanent or temporary business signage which is solely regulated within the sign 
ordinance. 


SECTION 3. AMENDMENT TO THE MUNICIPAL CODE 
Chapter 15.92 (Real Estate Development Directional Signs) of the Wildomar Municipal 


Code is hereby deleted in its entirety.  


SECTION 4. AMENDMENT TO THE MUNICIPAL CODE 
Section 17.252.020 (Definitions) is hereby amended to revise the definition of “outdoor 


advertising display” to read as follows: 
 
“Outdoor advertising display” means an off-site sign, outdoor advertising structure, 


outdoor advertising sign, or mobile outdoor advertising sign used for outdoor advertising 
purposes, including, but not limited to, off-site real estate/new home development signs 
advertising developments outside the city, but not including on-site advertising signs as defined 
in this chapter and directional sign structures as provided in this Code. 


SECTION 5. AMENDMENT TO THE MUNICIPAL CODE 
Section 17.252.020 (Definitions) is hereby amended to revise the definition of 


“significant resource” to read as follows:  
 


“Significant resources” means any City, state or federal site which has significant or potentially 
significant social, cultural, historical, archaeological, recreational or scenic resources, or which 







plays or potentially could play a significant role in promoting tourism. For the purposes of this 
article, the term “significant resources” shall include, but not be limited to, the following: 


1. Scenic highways; 


2. A corridor 500 feet in width adjacent to both sides of all highways within three-tenths 
of a mile of any regional, state or federal park or recreation area; 


3. A corridor 500 feet in width adjacent to both sides of Grand Avenue from Corydon 
Road south to Clinton Keith Road, and adjacent to both sides of Clinton Keith Road 
from Interstate 15 to the city limits of the City of Murrieta; 


4. A corridor 500 feet in width, measured from the edge of the right-of-way line adjacent 
to both sides of Interstate 15 extending from north city limits to south city limits. 


SECTION 6. AMENDMENT TO THE MUNICIPAL CODE 
Section 17.252.030.A (outdoor advertising displays) is hereby amended to read as 


follows: 
 


A.  General Prohibition.  Outdoor advertising displays are prohibited within the City, including, 
but not limited to, off-site real estate and/or new home directional signs advertising 
residential developments located outside the city. 


SECTION 7. AMENDMENT TO THE MUNICIPAL CODE 
Section 17.252.040.A (on-site advertising structures and signs) is hereby amended to 


read as follows: 


A. Freestanding Signs. 


1. Located within 660 feet of the nearest edge of a freeway right-of-way line: 


a. The maximum height of a free-standing sign shall be 45 feet.  Signs may exceed 
this height provided a sign variance is approved by the Planning Commission. 


b. The maximum surface area of a sign shall not exceed 150 square feet per sign 
face. 


2. Shopping Centers - All Locations. Notwithstanding the provisions of subsection 
(A)(1)(a) and (b) of this section, an alternate standard for freestanding on-site 
advertising signs for shopping centers is established as follows: 


a. The maximum surface area of a sign shall not exceed 50 square feet per sign 
face or 0.25 percent of the total existing building floor area in a shopping center, 
whichever is greater, except that in any event no sign shall exceed 200 square 
feet in surface area per sign face. 


b. The maximum height of a sign shall not exceed 20 feet.  
  







3. All Other Locations. 


a. The maximum height of a sign shall not exceed 20 feet. 


b. The maximum surface area of a sign shall not exceed 50 square feet per sign 
face.  


4. Number of Freestanding Signs—All Locations. Not more than one (1) freestanding 
sign shall be permitted on a parcel of land, except that if a shopping center has 
frontage on two or more streets, the shopping center shall be permitted two (2) 
freestanding signs provided that the two signs are not located on the same street, 
are at least 100 feet apart and the second sign does not exceed 100 square feet in 
surface area per sign face and 20 feet in height.  One additional freestanding sign 
per street frontage may be allowed if approved by the Planning Commission as part 
of a comprehensive sign program for the shopping center. 


SECTION 8. AMENDMENT TO THE MUNICIPAL CODE 
Section 17.252.040.C (on-site advertising structures and signs) is hereby amended to 


read as follows: 


C. On-site subdivision signs shall be subject to the following minimum standards: 


1. No sign shall exceed 100 square feet in surface area per sign face. 


2. No sign shall be within 100 feet of any existing residence that is outside of the 
subdivision boundaries. 


3. No more than two (2) such signs shall be permitted for each subdivision. 


4. No sign shall be artificially lighted. 


SECTION 9. AMENDMENT TO THE MUNICIPAL CODE 
Section 17.252 (Sign Regulations) is hereby amended to add a new subsection to read 


as follows: 


17.252.060  Prohibited Signs 


The following signs are prohibited to be located on any building or within the city: 


A. Commercial inflatable devices (i.e., balloons, animals, and the like) and feather 
banners/signs.   


B. Off-site signs of any kind (as defined in Section 17.252.020). 


C. Any commercial sign (as defined in Section 17.252.020) affixed to fences/walls. 


D. Any commercial sign located on the roof of a building or a dwelling unit residence.   


E. Obscene signs, as defined by Miller v. California (1973) 413 U.S. 15 or subsequent case 
law. 







SECTION 10. AMENDMENT TO THE MUNICIPAL CODE 
Section 17.254.030.A (Standards for all Temporary Signs) of the Wildomar Municipal 


Code is hereby amended in its entirety to read as follows: 
A. Standards for all Temporary Signs. 


1. No temporary sign shall be artificially lighted. 


2. No temporary sign shall be erected, placed, used or maintained within the public 
road right-of-way, or on a fence/wall (except as allowed in Section 17.254.030.D 
during an election period, and Section 17.254.030.E of this code). 


3. No temporary sign shall be erected, placed, used or maintained upon property 
without the consent of the owner, lessee, person or entity in lawful possession of the 
property. 


4. No temporary sign shall be erected, placed, used or maintained so that it does any 
of the following: 


a. Mars, defaces, disfigures or damages any public building, structure or other 
property; 


b. Endangers the safety of persons or property; 


c. Obscures the view of any fire hydrant, traffic sign, traffic signal, street sign, or 
public informational sign; 


d. Blocks motorists’ line of vision to areas of vehicular or pedestrian traffic. 


SECTION 11. AMENDMENT TO THE MUNICIPAL CODE 
Section 17.254.030.B (Real Estate Signs) of the Wildomar Municipal Code is hereby 


amended in its entirety to read as follows: 


B. Standards for Real Estate Signs. 


1. For lots zoned single family residential, one sign not exceeding six square feet in 
surface area (per sign face) and not more than six feet in height.  


2. For lots zoned multi-family residential, commercial, industrial and agricultural, one 
sign on each separate frontage of the lot on the street, each sign not to exceed 32 
square feet in surface area (per sign face) and not more than six feet in height.  No 
more than four signs are allowed per development. 


3. Riders, not to exceed two square feet in aggregate surface area (per sign face) may 
be added to the real estate sign to identify the specific agent offering the property for 
sale, to show that the property is “in escrow” or for an “open house.”  


4. The sign(s) shall be removed within 10 days of the close of escrow on the property 
or structure, or portion thereof, being sold, leased or rented. 







5. A real estate sign (of any size) located in city limits which is advertising a residential 
subdivision project outside of the city limits is considered off-site signage and is 
prohibited in accordance with Section 17.252.030.A of this code. The sign shall be 
removed within 14 days of notification by the City. 


SECTION 12. AMENDMENT TO THE MUNICIPAL CODE 
Section 17.254.030 (Temporary Signs) of the Wildomar Municipal Code is hereby 


amended to add a new subsection to read as follows: 


E. Standards for Temporary Commercial Banners. Temporary banners for individual 
businesses located in commercial, office and industrial zone districts shall be allowed with 
approval of the Planning Director and subject to the following standards: 


1. A banner may be made of paper, canvas, plastic, cloth or similar material, and must 
be attached to the building or lease space where the business is located.   


2. One (1) banner per business shall be allowed at a time.  If a business is located with 
frontage on two or more streets, one (1) additional banner per street frontage shall 
be allowed. 


3. The maximum sign area for a banner shall not exceed 36 square feet with a 
maximum vertical height dimension of three (3) feet and shall not extend above the 
eave line or parapet wall of the building.  


4. A banner is allowed to be displayed for a maximum duration of thirty (30) consecutive 
days on a quarterly basis (beginning on January 1st of each year) provided there is 
60-day down period between display times.  In no case shall a banner be displayed 
more than four (4) times per year for the same business. 


5. The banner shall be removed within 24 hours after the end of the thirty (30) day 
display period.  


6. If a commercial center, office or industrial complex has its own approved sign 
program (as previously approved by the City of Wildomar), the standards outlined in 
this section shall not apply.   


7. Inflatable devices (i.e., balloons, animals, and the like) and feather signs used as a 
temporary business identification banner are prohibited. 


SECTION 13. AMENDMENT TO THE MUNICIPAL CODE 
Section 17.254.050 (Enforcement) of the Wildomar Municipal Code is hereby amended in 


its entirety to read as follows: 


A. Any temporary sign posted or otherwise affixed to property in violation of this article shall 
be considered an illegal temporary sign.  City employees, representatives or agents shall 
be authorized to remove and dispose of any illegal temporary sign as follows:   


1. Temporary signs on City property. Any illegal temporary sign on any public street, 
right of way, or any City-owned property may be immediately removed by the City. 







The City employee or agent removing the sign will immediately attempt to notify the 
owner of the sign, if such owner can be ascertained. 


2. Temporary signs on other property.  Any illegal temporary sign on any other property 
may be removed by the City if the authorized city employee has the permission of 
the person in lawful possession of the property to do so or is authorized to do so by 
any court of competent jurisdiction.   


B. Retrieval of removed signs.  Any person desiring to retrieve a sign removed by the City 
may do so upon the payment of an administrative fine as required in Section 
1.16.080.E.1.a of this code.  A person desiring to retrieve a sign may appeal this fine by 
submitting a written appeal to the Building Official within 15 days after the date of removal.  
The appeal shall be conducted by review of the written appeal by an administrative 
hearing officer selected by the City Manager or his or her designee.  The submission of a 
written appeal to the Building Official within the 15-day time period shall stay the disposal 
of the sign upon a decision of the hearing officer granting the appeal or until 10 days after 
mailing of a decision of the hearing officer denying the appeal.  The determination by the 
administrative hearing officer shall be final. 


C. Disposal of temporary signs.  Any temporary sign removed by the City may be considered 
abandoned if it is not retrieved within 15 days after the date of such removal and may be 
disposed of by the City without liability therefor to any person. 


D. The procedures, remedies and penalties for violation of this chapter and for recovery of 
costs related to enforcement are provided for in Chapter 1.16. (Code Violations) of the 
Wildomar Municipal Code. 


SECTION 14.  AMENDMENT TO THE MUNICIPAL CODE 
Section 17.254 of the Wildomar Municipal Code is hereby amended to add a new 


subsection to read as follows: 


17.254.070  Prohibited Temporary Signs 


The following temporary signs are prohibited to be located in the city: 


A. Commercial inflatable devices (i.e., balloons, animals, and the like) and feather signs.  
Non-commercial temporary inflatable devices are permitted (i.e., holiday inflatable 
decorations). 


B. An off-site temporary sign of any kind. 


C. A temporary sign affixed to fences/walls. 


D. Any temporary commercial sign located on the roof of a building or dwelling unit residence.  


E. Obscene signs, as defined by Miller v. California (1973) 413 U.S. 15 or subsequent case 
law. 


  



http://qcode.us/codes/wildomar/view.php?cite=chapter_1.16&confidence=6





SECTION 15.  SEVERABILITY 
If any Chapter, subsection, subdivision, sentence, clause, phrase, or portion of this 


ordinance, is for any reason held to be invalid or unconstitutional by the decision of any court 
of competent jurisdiction, such decision will not affect the validity of the remaining portions of 
this ordinance. The City Council hereby declares that it would have adopted this ordinance, 
and each Chapter, subsection, subdivision, sentence, clause, phrase, or portion thereof, 
irrespective of the fact that any one or more Sections, subsections, subdivisions, sentences, 
clauses, phrases, or portions thereof be declared invalid or unconstitutional.” 


SECTION 16.  EFFECTIVE DATE.   
This ordinance shall take effect thirty (30) days after its passage by the City Council. 


SECTION 17. CITY CLERK ACTION 
The City Clerk is authorized and directed to cause this Ordinance to be published within 


fifteen (15) days after its passage in a newspaper of general circulation and circulated within 
the City in accordance with Government Code Chapter 36933(a) or, to cause this Ordinance 
to be published in the manner required by law using the alternative summary and posting 
procedure authorized under Government Code Chapter 39633(c). 


PASSED, APPROVED AND ADOPTED this 12th day of February, 2020. 
 
 
 
 
       _______________________________ 


Dustin Nigg 
Mayor 


 
 
 
 
 
APPROVED AS TO FORM:   ATTEST: 
 
 
_________________________   ________________________________ 
Thomas D. Jex     Janet Morales 
City Attorney      Acting City Clerk 
 
 
 







CITY OF WILDOMAR – CITY COUNCIL 
Agenda Item #1.6 


CONSENT CALENDAR 
Meeting Date: February 12, 2020 


______________________________________________________________________ 
 
TO: Mayor and City Council Members 
 
FROM: Daniel A. York, Assistant City Manager 
 
SUBJECT: 2nd Reading of Ordinance No. 179 – Amending Chapter 10.16 of the 


Wildomar Municipal Code Establishing Speed Limits and Establish 
Speed Zones on Mission Trail, Palomar Street, Bundy Canyon Road, 
and Corydon Street  


 
STAFF REPORT 


 
RECOMMENDATION: 
Staff recommends the City Council adopt an Ordinance entitled: 


 
ORDINANCE NO. 179 


AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 
WILDOMAR, CALIFORNIA, AMENDING IN ITS ENTIRETY CHAPTER 
10.16 OF TITLE 10 TO THE WILDOMAR MUNICIPAL CODE 
ESTABLISHING SPEED LIMITS ON CERTAIN STREETS 


 
 
DISCUSSION:  
The City Council approved the first reading of Ordinance No. 179 at the January 15, 
2020 City Council meeting for establishing speed limits on certain streets.  At this time, 
it would be appropriate for the City Council to adopt Ordinance No. 179 as amended. 
    
 
Submitted by:      Approved by: 
Daniel A. York      Gary Nordquist 
Assistant City Manager,     City Manager 
Public Works Director/City Engineer 
 
 
Attachments:  
Ordinance 179 
 







  
ORDINANCE NO. 179 


 
AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 
WILDOMAR, CALIFORNIA, AMENDING IN ITS ENTIRETY CHAPTER 
10.16 OF TITLE 10 TO THE WILDOMAR MUNICIPAL CODE 
ESTABLISHING SPEED LIMITS ON CERTAIN STREETS 
 


 WHEREAS, California Vehicle Code Section 22357 and 22358 provides that 
local entities may declare prima facie speed limits greater than 25 miles per hour on 
City streets on the basis of an engineering and traffic survey; and 
 
 WHEREAS, California Vehicle Code Section 40802 provides for the enforcement 
of posted speed limit by the use of radar or other electronic devices which measures the 
speed of moving vehicles; and 
 
 WHEREAS, California Vehicle Code Section 627(b) defines an engineering and 
traffic survey to include consideration of all of the following: 


1)  Prevailing speeds as determined by traffic engineering measurements; 
2)  Accident Records; 
3)  Highway, traffic, and roadside conditions not readily apparent to the driver, 


and 
WHEREAS, the City of Wildomar has completed a new engineering and traffic 


survey pursuant to California Vehicle Code Section 22357 and 22358 


NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF WILDOMAR, DOES 
HEREBY ORDAIN AS FOLLOWS: 
 
SECTION 1. Sections 10.16.070 through 10.16.090 of Chapter 10.16 of Title 10 to the 
Wildomar Municipal Code are amended to read as shown on Exhibit 1, and a new 
Section 10.16.100 is added to Chapter 10.16 of Title 10 to the Wildomar Municipal Code 
to read as shown on Exhibit 1.  
 
SECTION 2. If any section, subsection, subdivision, sentence, clause, phrase, or 
portion of this Ordinance is for any reason held to be invalid or unconstitutional by the 
decision of any court of competent jurisdiction, such decision shall not affect the validity 
of the remaining portion of this Ordinance.  The City Council hereby declares that it 
would have adopted this Ordinance, and each section, subsection, subdivision, 
sentence, clause, phrase, or portion thereof, irrespective of the fact that any one or 
more sections, subsections, subdivisions, sentences, clauses, phrases or portions 
thereof be declared invalid or unconstitutional. 
  
 
SECTION 3. The City Clerk shall certify to the adoption of this ordinance and shall 
cause the same to be published in accordance with law. 







 


 
 
  
PASSED, APPROVED AND ORDAINED this 12th day of February, 2020. 
 
 
      ____________________________________  


Dustin Nigg  
Mayor  


 


 


APPROVED AS TO FORM:    ATTEST:        


 
 
_____________________________   ________________________________  
Thomas Jex      Acting City Clerk 
City Attorney      Janet Morales 


 


 







EXHIBIT 1 


  
10.16.070 Forty miles per hour. 


The prima facie speed limit is 40 miles per hour: 
1.     On Central Street between Grand Avenue and Palomar Road, a total distance of approximately 
0.5 mile. 
2.     On Gruwell Street between the centerline of Grand Avenue and a point 750 feet north of the 
centerline of Palomar Street, a total distance of approximately 0.52 mile. 
3.     On Orange Street between a point 750 feet north of Palomar Street and the centerline of Bundy 
Canyon Road, a total distance of approximately 1.48 miles. 
4.     On Corydon Street between the centerline of Grand Avenue to the centerline of Union Street 
(City of Lake Elsinore city limit), and on the south side of Corydon Street between the centerline of 
Union Street (City of Lake Elsinore city limit) to the centerline of Mission Trail, a total distance of 
approximately 1.5 miles. 
5.     On Hidden Springs Road between the centerline of Clinton Keith Road and the centerline of 
Catt Road, for a total distance of approximately 0.4 mile. 
6.     On Iodine Springs Road between Clinton Keith Road and La Estrella Street, a total distance of 
approximately 0.5 mile. 
7.     On La Estrella Street between Porras Road to one mile east of Porras Road, a total distance of 
1.0 mile. 
8.     On Porras Road between La Estrella and Baxter Road, a total distance of approximately 0.5 
mile.  
9.     On Grand Avenue between the centerline of Central Avenue to the centerline of McVicar 
Street, a total distance of approximately 0.8 miles. 
10.    On Bundy Canyon Road between the centerline of Mission Trail to the centerline of Monte 
Vista Drive, a total distance of approximately 1.4 miles. 


  
10.16.080 Forty-five miles per hour. 


The prima facie speed limit is 45 miles per hour: 
1.     On Central Street between Palomar Street and Baxter Road, a total distance of approximately 
0.7 mile. 
2.     On Baxter Road between Central Street and a point 700 feet east of Monte Vista Drive, a total 
distance of approximately 0.6 mile. 
3.     On Clinton Keith Road between the centerline of Inland Valley Road and the centerline of 
Carrington Street, for a total distance of approximately 1.0 miles.  
4.     On Grand Avenue from the centerline of McVicar Street to the centerline of Clinton Keith 
Road, for a total distance of approximately 0.9 miles. 
5.     On Bundy Canyon Road between Mission Trail and 1,000 feet east of Oak Canyon Drive, a 
total distance of approximately 1.7 miles. 







6.     On Bundy Canyon Road between Oak Canyon Drive and the City limits.  
5.     On Palomar Street between the centerline of Clinton Keith Road and the city limit boundary of 
the City of Murrieta, a total distance of approximately 1.0 miles. 
6.     On Corydon Street between the centerline of Grand Avenue and the centerline of Mission Trail, 
a total distance of approximately 1.5 miles. 
 


10.16.090 Fifty miles per hour. 


The prima facie speed limit is 50 miles per hour: 
1.     On Palomar Street between the centerline of Mission Trail and the city limit boundary of the 
City of Murrietacenterline of McVicar Street, a total distance of approximately 3.82.0 miles. 
2.     On Grand Avenue between the centerline of Central Street and the centerline of Corydon 
Street, a total distance of approximately 2.0 miles. 
3.     On the easterly half of Mission Trail between Malaga Road and Corydon Street, for a total 
distance of approximately 1.3 miles, and on the full-width of Mission Trail between Corydon Street 
and Palomar Street, for a total distance of approximately 1.2 miles.  
4.     On Clinton Keith Road between the centerline of Grand Avenue and the centerline of Palomar 
Street, a total distance of approximately 0.5 miles. 
5.     On Bundy Canyon Road between the centerline of Monte Vista Drive and the centerline of Oak 
Circle Drive, a total distance of approximately 1.0 miles. 
6.     On Bundy Canyon Road between the centerline of The Farm Road and the centerline of Sunset 
Street, a total distance of approximately 1.0 miles. 
 


10.16.100 Fifty-five miles per hour. 


The prima facie speed limit is 55 miles per hour: 
1. On Bundy Canyon Road between the centerline of Oak Circle Drive and the centerline of The 


Farm Road, a total distance of approximately 1.0 miles. 
2. On Palomar Street between the centerline of McVicar Street and the centerline of Clinton Keith 


Road, a total distance of approximately 0.8 miles.  







  


CITY OF WILDOMAR – CITY COUNCIL 
Agenda Item #1.7 


CONSENT CALENDAR 
 Meeting Date:  February 12, 2020 
______________________________________________________________________ 
 
TO: Mayor and City Council Members 
 
FROM:            Robert Howell, Finance Manager 
 
SUBJECT: FY 2018-19 Comprehensive Annual Financial Report (CAFR) Report 
 


STAFF REPORT 
 


RECOMMENDATION: 
Staff recommends that the City Council receive and file the FY 2018-19 CAFR. 
 
 
BACKGROUND/DISCUSSION: 
Comprehensive Annual Financial Report (CAFR) 
The firm of Teaman, Ramirez & Smith, Inc., performs the annual financial audit of the City 
of Wildomar, which is called the Comprehensive Annual Financial Report or CAFR.  This 
audit is required to be performed in accordance with Generally Accepted Accounting 
Standards and Government Auditing Standards.  At the end of the audit test work, the 
audit firm issues an opinion as to the fairness of presentation of the financial position of 
the City.  The following statement was issued by the auditors in their report under 
Opinions: 
 
“In our opinion, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities, the discretely 
presented component unit, each major fund, and the aggregate remaining fund 
information of the City of Wildomar, California, as of June 30, 2019, and the respective 
changes in financial position for the year then ended in accordance with accounting 
principles generally accepted in the United States of America.” 
 
This signifies that the City received a clean opinion on its financial statements.  
 
Some highlights from the audit report are: 


• The General Fund balance at June 30, 2019 was $1,443,322. This represents 
11.1% of actual General Fund expenditures in fiscal year 2018-19. 


• $4.0 million in Grant Funds were used for Malaga Park & the Grand Avenue Bike 
Path and Multi-Use projects as well as sidewalk projects. 
 


The Wildomar Cemetery District financial activities are included in a separate report for 
fiscal year 2018-19 and a staff report is included as part of the Wildomar Cemetery District 
Meeting Agenda for February 12, 2020. 
 







  
 
 
Single Audit Report 
 
The Single Audit Report, also being completed by Teaman, Ramirez & Smith, Inc., is in 
the process of being finalized and is anticipated to be on the March 2020 City Council 
agenda. 
 
In summary: 


1. The audits were completed in a timely basis. 
2. The numbers of funds audited and reviewed total 61 governmental funds. 
3. The CAFR was submitted to the Governmental Financial Officers Association 


(GFOA) for their Certificate of Achievement for Excellence in Financial Reporting 
award. The City has received this award for the past four years in a row. 


4. The audit reports received a clean opinion on its financial statements. 
 
 
FISCAL IMPACTS: 
None. 
 
 
Submitted by:       Approved by: 
Robert Howell       Gary Nordquist 
Finance Manager       City Manager  
 
 
ATTACHMENTS:  


1.  Comprehensive Annual Financial Report (CAFR) FY 2018-19 
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Letter of Transmittal 
 
December 20, 2019 
 
To the Honorable Mayor, Members of the City Council, and Citizens of the City of 
Wildomar: 
 


On behalf of the Management Team and City Staff, we are privileged to submit 
the Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30, 
2019. The information found in this report is provided by the Administrative Services 
Department to the City Council and the public to assist those interested in the City’s 
fiscal condition.   
 
 State law and the City’s Municipal Code require that an annual financial report be 
prepared. The submitted report fulfills that obligation. This report consists of 
management representations concerning the finances of the City of Wildomar in its 
eleventh year of incorporation. Consequently, management assumes full responsibility 
for the completeness and reliability of all the information presented in this report.  
 
 To provide a reasonable basis for making these representations, the 
management of the City of Wildomar continues to establish a comprehensive internal 
control framework that is designed both to protect the government's assets from loss, 
theft, or misuse and to compile sufficient reliable information for the preparation of the 
City of Wildomar's financial statements in conformity with generally accepted accounting 
principles (GAAP) and with the financial reporting requirements prescribed by the 
Governmental Accounting Standards Board (GASB).  Because the cost of internal 
controls should not outweigh their benefits, the City of Wildomar’s comprehensive 
framework of internal controls is designed to provide reasonable rather than absolute 
assurance that the financial statements will be free from material misstatement.  As 
management we assert that, to the best of our knowledge and belief, this financial 
report is complete and reliable in all material respects.  
 
 The City of Wildomar’s financial statements have been audited by Teaman, 
Ramirez & Smith, Inc., a firm of certified public accountants. The goal of the 
independent audit was to provide reasonable assurance that the financial statements of 
the City of Wildomar, for the fiscal year ended June 30, 2019, are free of material 
misstatement. The independent audit involved examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements; assessing the 
accounting principles used and significant estimates made by management; and 
evaluating the overall financial statement presentation. 
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The independent auditor's report is presented as the first component of the 
financial section of this report.  GAAP requires that management provide a narrative of 
introductions, overview, and analysis to accompany the basic financial statements in the 
form of Management’s Discussion and Analysis (MD&A). 
 


This letter of transmittal is designed to complement the MD&A and should be 
read in conjunction with it. The City of Wildomar's MD&A can be found immediately 
following the report of the independent auditors, in the financial section of this report. 
 
Profile of the Government 
 
 The area of Wildomar, located in southwestern Riverside County, incorporated 
as a City on July 1, 2008. The city is approximately 70 miles north of San Diego and 60 
miles southeast of Los Angeles. The City boundaries encompass 24 square miles, 
providing a “Community Ranch” lifestyle for its 36,066 residents.  
 
 The City Council consists of 5 Council Members, elected by district on a non-
partisan basis and annually select amongst them, a Mayor and Mayor Pro Tem.   Bi-
annual elections are held in November of even numbered years. The terms of office are 
4 years but are overlapping so that the City is provided with a continuity of knowledge in 
the City’s business and legislative matters. 
 


The Council is responsible for enacting ordinances, resolutions, and regulations 
governing the City as well as the appointment of the City Manager, City Attorney, and 
members of various statutory and advisory boards.  As Chief Administrative Officer, the 
City Manager has the responsibility of administering programs in accordance with 
policies established by the City Council and within the guidelines of the annual budget 
adopted by the Council.   
 
 The Wildomar Cemetery District (District) was consolidated into the City of 
Wildomar as a subsidiary district on November 9, 2011.  As a result, the structure of the 
District is a separate legal entity and the City Council of the City of Wildomar oversees 
the operations of the District acting as the Board of Trustees. 
 
 This report includes all funds of the City. It includes all governmental 
organizations and activities for which the City of Wildomar’s City Council is financially 
accountable.  The City provides the full range of municipal services normally associated 
with a municipality including general administration, police and fire protection, the 
construction and maintenance of streets, and related infrastructure, recreational 
activities and economic development. 
 
 The Wildomar Cemetery District is a component unit of the City of Wildomar. The 
operations of the District are discretely presented in the financial statements.  A 
component unit financial statement may be obtained from the City. 
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The Budget Process  
 
 The City Council adopted a Biennial budget for Fiscal Years 2017/18 and 
2018/19 at a Public Hearing held on June 28, 2017. Since that adoption date, several 
changes have occurred through the FY 2018/19 Quarterly Budget Reviews. 
 


The biennial budget serves as the foundation for the City of Wildomar's financial 
planning and control.  The development of the budget is completed as two separate 
projects: the development of the governmental activities program budget, and the 
development of the capital improvement program focusing on longer term capital 
projects. 
 
 All departments of the City of Wildomar are required to submit requests for 
appropriation for all governmental activities to the City Manager by the end of March. 
The City Manager and the Administrative Services Department use these requests as 
the starting point for developing a proposed budget for the governmental activities.  
 


A budget workshop is held in February to receive input from the public. The City 
Manager presents the proposed budget for all governmental activities to the City 
Council at the Council meeting in June for review. The City Council is required to hold a 
public hearing on the proposed budget which is generally held at the June meeting. The 
governmental activities budget is generally adopted at the Council meeting in June. 
 
Factors Affecting Financial Condition 
 
 The information presented in the financial statements is perhaps best understood 
when it is considered from the broader perspective of the specific environment within 
which the City of Wildomar operates. 
 
Local Economy 
 


The City of Wildomar, in its eleventh year of incorporation, is experiencing 
consistent, stable growth. The City’s median age is 35 with a per capita personal 
income of $24,347, which is a 5.5% increase over fiscal year 2017-18.  The 
unemployment rate for the City lowered from 3.9% in fiscal year 2017-18 to 3.3%.  This 
equates to a 15% decrease in the unemployment rate. 


 
 Property valuations increased 6.8% over fiscal year 2017-18 and the City 


received the full first year benefits of both property and retail taxes of Wildomar Square, 
which opened in March 2018. The city received its second full set of Motor Vehicle 
License Fee payments after six years of revenue lost. 
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See the charts below and on the next page to see the trend for the last ten years 
in taxable property net assessed value, property tax revenue and sales tax revenue. 
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Financial Reserves 
 
 This year’s budget for FY 2018-19 was year two of the City's third two-year 
budget program.  At fiscal year end, the General Fund expenditures and transfers out of 
$13.1 million exceeded revenues and transfers in of $13.0 million, for a net change in 
fund balance of ($109,017).  This resulted in an ending fund balance of $1,443,322, 
which is 11.1% of general fund expenditures of $13.0 million.  
 


General Fund actual revenues were a net $0.1 million less than budget. The 
primary sources for the revenue received being less than budget are as follows: 


 
 Taxes received were $0.2 million less than budgeted, primarily due to 


property tax 
 Use of Money & Property and Miscellaneous Revenues were $0.1 more 


than budgeted, primarily due to increased interest income and cost 
allocation from the Cemetery District. 


 
General Fund actual expenditures were a net $0.1 million more than budget.  


The primary sources for the net expenditure overages are as follows: 
 


 Transfers out had expenditure overages of $0.1 million due to timing of 
capital project transfers. 
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Long-term financial planning and initiatives 
 
 On November 6, 2018, the voters of Wildomar approved Measure AA.  Effective 
on April 1, 2019, Measure AA establishes a 1.0% transactions tax on the gross receipts 
of any retailer from the sale of tangible property sold within the city limits. In addition, an 
excise tax of 1.0% is imposed on the storage, use or other consumption within the city 
limits of Wildomar of tangible personal property purchased from any retailer.  The 
anticipated revenue from this tax in the first full year is $2.3 million, which will be used to 
fund improvement for public safety services, roads and homeless outreach. 
 
 In June 2019 the City of Wildomar hired an Economic Development Director to 
assist in bringing in new opportunities to the community. Our new director, Kimberly 
Davidson, brings a wealth of knowledge on both bringing new businesses in and 
assisting existing businesses within the City.  
 


The City will continue to focus its emphasis on controlled and fiscally balanced 
growth. The City believes that with the appropriate policies in place, as approved and 
revisited each quarter as part of the budget program, the City's long term financial goals 
will be met.  The City has taken many steps to control expenditure growth and these 
steps will continue to be reviewed. 
 
Relevant financial policies 
 


The City has a set of financial policies that it abides by and is continually 
enhancing and adding relevant policies as it develops its formal financial systems. 
Initially following incorporation, the City adopted all Riverside County’s policies/codes.  
As the City develops its own unique needs, it will continue to create and tailor these 
former County policies to directly address the City’s goals. 
 
Current Year Initiatives 
 


In April 2017, the City adopted the following Vision Statement: 
 
“The City of Wildomar will be a Safe and Active Community with Responsible 
Growth and Quality Infrastructure While Keeping a Hometown Feel.” 
 


As noted above, with the addition of $2.3 million in revenue from Measure AA, the City 
is proposing the following initiatives in fiscal year 2019-20:   


  
 Add a dedicated Traffic or Motor officers to deal with traffic safety issues. 
 Add dedicate law enforcement officers to help mitigate many of the Quality of Life 


issues plaguing our community. 
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INDEPENDENT AUDITORS’ REPORT 
 
 
City Council 
City of Wildomar 
Wildomar, California 
 
 
Report on Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, the discretely presented component unit, 
each major fund, and the aggregate remaining fund information of the City of Wildomar, California (the “City”) as of and for the 
year ended June 30, 2019, and the related notes to the financial statements, which collectively comprise the City’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting 
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit.  We conducted our audit in accordance 
with auditing standards generally accepted in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States.  Those standards require 
that we plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. 
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error.  In making those risk assessments, the auditor considers internal control 
relevant to the City’s preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal 
control.  Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position 
of the governmental activities, the discretely presented component unit, each major fund, and the aggregate remaining fund 
information of the City of Wildomar, California, as of June 30, 2019, and the respective changes in financial position for the 
year then ended in accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis of Matter 
 
Change in Accounting Principle 
 
As described in Note 1 to the basic financial statements, the City adopted the provisions of Governmental Accounting 
Standards Board Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct 
Placements. Our opinion is not modified with respect to this matter. 


     


      Richard A. Teaman, CPA  David M. Ramirez, CPA  Javier H. Carrillo, CPA  Bryan P. Daugherty, CPA      Joshua J. Calhoun, CPA 


 4201 Brockton Avenue  Suite 100  Riverside CA 92501  951.274.9500 TEL     951.274.7828 FAX     www.trscpas.com 
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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s discussion and 
analysis and required supplementary information on pages 3 through 16 and 56 through 63 be presented to supplement the 
basic financial statements.  Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context.  We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards generally accepted in the United 
States of America, which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic financial statements, and 
other knowledge we obtained during our audit of the basic financial statements.  We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to express an opinion 
or provide any assurance. 
 
Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City’s 
basic financial statements.  The introductory section, supplementary information, and statistical section are presented for 
purposes of additional analysis and are not a required part of the basic financial statements. 
 
The supplementary information is the responsibility of management and was derived from and relate directly to the 
underlying accounting and other records used to prepare the basic financial statements.  Such information has been subjected 
to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America.  In our opinion, the supplementary information is 
fairly stated in all material respects in relation to the basic financial statements as a whole. 
 
The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, accordingly, we do not express an opinion or provide any assurance on them. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 20, 2019, on our 
consideration of the City’s internal control over financial reporting and on our tests of its compliance with certain provisions 
of laws, regulations, contracts, and grant agreements and other matters.  The purpose of that report is solely to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on the effectiveness of the City’s internal control over financial reporting or on compliance.  That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the City’s internal 
control over financial reporting and compliance. 
 


 
Riverside, California 
December 20, 2019 
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MANAGEMENT'S DISCUSSION AND ANALYSIS  


For the Year Ended June 30, 2019 
 
 As management of the City of Wildomar, we offer readers of the City's financial 
statements this narrative overview and analysis of the financial activities of the City for 
its eleventh fiscal year of operation, which ended on June 30, 2019.  We encourage the 
reader to consider the information presented here in conjunction with additional 
information that we have furnished in our letter of transmittal, which can be found on 
pages i through vii of this report, and with the City’s financial statements which follow 
this discussion. 
 
THE FINANCIAL HIGHLIGHTS 
 
 When revenues exceed expenses, the result is an increase in net position. When 
expenses exceed revenues, the result is a decrease in net position. You can think of 
this relationship between revenues and expenses as the City's operating results. You 
can think of the City's net position, as measured in the Statement of Net Position, as 
one way to measure the City's financial health, or financial position. Over time, 
increases or decreases in the City's net position, as measured in the Statement of 
Activities, are one indicator of whether its financial health is improving or deteriorating. 
However, the City's goal is to provide services that improve the quality of life for our 
residents, not to generate profits as companies do. 
 


 The assets and deferred outflows of resources of the City of Wildomar 
exceeded its liabilities and deferred inflows of resources as of June 30, 
2019, by $37.8 million (net position). 


 The City of Wildomar's total net position increased by $3.5 million. The 
primary increase is related to the following: (1) an increase of $2.3 million 
in net investment in capital assets related to Right-of-Way purchases; (2) 
an increase of $0.1 million in restricted net position related to Community 
Development and Public Works projects; (3) an increase of $0.3 million in 
restricted net position related to capital street projects; (4) an increase of 
$0.3 million in restricted net position for debt service due to the 
acquisition of the city’s street lights; and (5) an increase of $0.5 million in 
unrestricted net position.  


 The revenues in the Statement of Activities increased by a net $2.5 
million primarily due to a net increase in program revenues of $2.7 
million, mostly due to funds received for capital street improvements. 
General revenues related to the increase of sales and property taxes of 
$1.3 million and an increase of $0.2 million in vehicle license fees. The 
revenue increases are offset by a decrease in other general revenues of 
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$1.7 million as unearned grant revenues were recognized in the previous 
year. 


 The expenses in the Statement of Activities increased a net $3.3 million. 
This is related to the following: (1) an increase in public safety of $2.0 
million related to in an increase in police service hours in fiscal year 
2018-19; (2) an increase of $0.5 million in general government activities 
as the City was able to provide additional general services; (3) an 
increase of $0.1 million in community development due to various park 
related projects; and (4) an increase of $0.7 million for public works 
related to CDBG and SB1 projects completed in fiscal year 2018-19. 


 


OVERVIEW OF THE FINANCIAL STATEMENTS 


This discussion and analysis is intended to serve as an introduction to the City of 
Wildomar's basic financial statements.  These basic financial statements are comprised 
of three components:  


 
1) Government-wide financial statements,  
2) Fund financial statements, and  
3) Notes to the financial statements.  
 
This report also contains required supplementary information and supplementary 


information in addition to the basic financial statements themselves. 
 
Government-wide financial statements 
 
 As previously discussed, government-wide financial statements detail all capital 
assets, including infrastructure, depreciation, and long-term debt.  Specifically, these 
statements are designed to provide an expansive overview of the City’s finances. Given 
its scope and in an effort to adequately present this data in a comprehensible format, 
the government-wide financial statements are divided into two subcategories, the 
Statement of Net Position and the Statement of Activities. These statements reasonably 
provide long and short-term information regarding the City’s financial condition. 
 
 The City’s statements provide a manageable yet comprehensive view of the 
City’s economic position, appropriately accounting for all revenue and expenses during 
the specified fiscal year. To accomplish this, government-wide financial statements are 
reported utilizing the flow of economic resources (cost of services) measurement focus 
and the accrual method of accounting. Using the flow of economic resources 
measurement focus allows the City to provide financial transparency insofar as all 
assets and liabilities are listed on the Statement of Net Position. The added use of the 
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accrual basis of accounting allows the City a ‘real-time’ advantage as revenues are 
recognized when earned and expenses are recognized when incurred. 
 
 The Statement of Net Position outlines the City’s assets, deferred outflows of 
resources, liabilities, and deferred inflows of resources with the difference reported as 
net position. While fluctuations are expected, over time increases or decreases in the 
City’s net position could be used to gauge the City’s financial standing in order to 
ascertain whether it is improving or deteriorating. 
 
  The Statement of Activities demonstrates how the City’s net position evolves 
during the current fiscal year. Specifically, this statement provides comparative analysis 
between direct expenses and program revenues for each functional activity of the City. 
In this format, net position changes are recorded in real time when triggered by 
underlying events without respect to the timing of the related cash flows. Because of 
this, it is expected that revenue and expenses for some items (such as uncollected 
taxes and earned but unused vacation leave) will result in recorded cash flows in future 
fiscal periods. 
 
 Combined, the Statements reveal functions of the City that can be divided into 
two categories:   
   1) Governmental activities, and  
   2) Business-type activities. 
  
 Governmental activities are chiefly supported by: 


a) Taxes derived from such sources as sales tax, property tax, and 
franchise tax, and: 


b) Intergovernmental revenues such as motor vehicle in-lieu fees.   
 
 Governmental activities of the City are inclusive of general government, public 
safety, public works, community development, and parks and recreation. As mentioned 
earlier, tax revenue principally funds these activities. Consequently, a good portion of 
the City’s basic services is reported in this category. 
 
 The City does not have any business-type activities. 
 
 The government-wide financial statements include the City (Primary 
Government) and the Wildomar Cemetery District, which is a legally separate, discretely 
presented component unit. Financial information for the Wildomar Cemetery District is 
reported separately from the financial information presented for the City. The 
government-wide financial statements can be found in the Table of Contents under 
Basic Financial Statements.  
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Fund Financial Statements 


 A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. The City of 
Wildomar, like other state and local governments, uses fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements. Specifically, these 
Fund Financial Statements cover segregated groupings of related accounts whose 
funds have been designated for specific activities or purpose. They provide a detailed 
accounting of revenue and expenditures, assets, liabilities, deferred inflows of 
resources, and remaining fund balances for each fund. This helps to ensure and 
demonstrate finance related legal compliance. 
 
 Fund financial statements differ from activity reports due to the way capital 
outlay, depreciation, long-term debt, compensated absences, unavailable revenues, 
and intergovernmental receivables are reported. The impact of these differences is laid 
out in the notes accompanying the financial statements.   
 
 Funds required by State law (i.e., Highway Users Tax) are part of the fund 
financial statements. Likewise, other funds (i.e., Developer Impact Fees, and Grants) 
established to provide the City with tighter fiscal controls and accountability are itemized 
on these statements.  
 
Governmental Funds 
 
 Governmental funds are reported in essentially the same way as governmental 
activities in the government-wide financial statements with an exception---governmental 
fund financial statements focus on near-term inflows and outflows of spendable 
resources and balances of spendable resources. This means governmental fund 
financial statements identify current sources and uses of money within the immediate 
fiscal year. Benefits derived include a detailed short-term view of the City’s general 
government operations and the basic services it provides, which assist in determining 
whether there are sufficient financial resources available to meet the City’s current 
needs.  
 
 Since the scope of the governmental funds is different than that of the 
government-wide financial statements, it is beneficial to comparatively examine 
information presented for the governmental funds with information presented for 
governmental activities in the government-wide financial statements.  
 


The reader gains a clearer picture of the long-term impacts current financial 
decisions might yield. When examined together, the governmental funds Balance Sheet 
and Statement of Revenues, Expenditures, and Changes in Fund Balances provide the 
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reader with a different snapshot that identifies variances between the two different 
methodologies of accounting for governmental activities and governmental funds.  
 
 The City of Wildomar maintains 61 individual governmental funds. Information is 
summarized in the governmental fund balance sheet and in the governmental fund 
statement of revenues, expenditures, and changes in fund balances for the General 
Fund, Special Revenue Funds and Other Governmental Funds (Assessment Districts 
and Capital Reinvestment).  Data from the 61 governmental funds are combined into a 
single, aggregated presentation. Individual fund data for each of the major and non-
major governmental funds is provided in the form of combining statements later in this 
report. 
 
 Proprietary funds record revenues when they are earned and record expenses at 
the time liabilities are incurred. Proprietary funds can be divided into two fund types: 
enterprise funds and internal service funds.  Enterprise funds display financial activities 
operating in a similar fashion to a business enterprise. Specifically, these funds account 
for services for which the City charges a user fee. Enterprise funds are documented in 
the business-type activities section of the governmental-wide financial statements. They 
account for operations that provide services primarily to customers outside the financial 
reporting entity (the City).  The City of Wildomar does not have any Proprietary Funds to 
report. 
 
 Internal service funds are generally used to accumulate and allocate costs 
internally among the City’s various functions. These funds might include general 
benefits and insurance, duplicating and printing, office maintenance, architectural 
services, and information technology, to name a few. Given these services largely 
benefit governmental activities rather than business-type functions, City services that 
might ordinarily be reported in this area have been included with governmental activities 
in the government-wide financial statements.  The City of Wildomar does not have any 
Internal Service Funds to report. 
 
 The City of Wildomar adopts a bi-annual appropriated budget for its general fund, 
with a revision made for the second year of the budget if necessary. A budgetary 
comparison statement has been provided for the general fund to demonstrate 
compliance with this budget. 
 
 The basic governmental fund financial statements can be found on pages 17 
through 24 of this report. 
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Notes to the Basic Financial Statements 
 
 The Notes to the Basic Financial Statements provide additional information that 
is essential to a full understanding of the data provided in the government-wide and 
fund financial statements. The Notes to the Basic Financial Statements can be found in 
the Table of Contents under the heading Notes to Financial Statements. 
 
Required Supplementary Information and Supplementary Information 
 
 In addition to the basic financial statements and included within the notes, this 
report also presents Required Supplementary Information and Supplementary 
Information. 
 


Required supplementary information includes budgetary comparison schedules 
for the major governmental funds to demonstrate compliance with the annual budget as 
adopted and amended, miscellaneous pension plan information, schedule of funding 
process relating to OPEB and notes to required supplementary information. Required 
Supplementary Information can be found following the Notes to the Basic Financial 
Statements. 
 


Supplementary Information includes combining statements referred to earlier in 
connection with non-major governmental funds and also includes budgetary comparison 
schedules for the non-major governmental funds to demonstrate compliance with the 
annual budget as adopted and amended. Supplementary Information can be found 
following the Required Supplementary Information. 
 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
 As noted earlier, net position may serve over time as a useful indicator of a 
government's financial position.  In the case of the City of Wildomar, assets and 
deferred outflows of resources of the City of Wildomar exceeded its liabilities and 
deferred inflows of resources as of June 30, 2019, by $37.8 million (net position).  
Infrastructure assets of the governmental activities are included within this report. The 
general capital assets (e.g., land, buildings, machinery, infrastructure, and equipment) 
of the governmental activities of the City of Wildomar are the largest portion of the City's 
net position (79%). 
 
During the fiscal year ended June 30, 2019, net position was $37.8 million of which 
$29.8 million is invested in capital assets such as land, equipment, buildings and 
infrastructure. Of the remaining total, $6.8 million is restricted to specifically stipulated 
spending agreements originated by law, contract or other agreements and $1.2 million 
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is unrestricted. Of note is the fact that the City has only $0.3 million in outstanding debt 
related to the lease-purchase of the city’s streetlights from Southern California Edison.  
 
Table 1    Statement of Net Position -Primary Government 
 


2019 2018


Assets:


Current and other assets 13,129,941$          13,207,624$         


Capital assets 31,340,960            27,511,461           


Total Assets 44,470,901            40,719,085           


Deferred Outflows of Resources


Deferred pension‐related items 313,339                  430,473                 


Total deferred outflows of resources 313,339                  430,473                 


Liabilities:


Other Liabilities 4,742,006              6,141,173             


Long‐term liabilities 2,160,845              589,998                 


Total Liabilities 6,902,851              6,731,171             


Deferred inflows of resources:


Deferred pension‐related items 11,451                    33,897                   


Deferred OPEB‐related items 36,362                    45,452                   


Total Deferred Inflows of Resources 47,813                    79,349                   


Net Position:


Net Investment in Capital Assets 29,815,490            27,511,461           


Restricted 6,860,911              6,175,006             


Unrestricted 1,157,175              652,571                 


Total Net Position 37,833,576$          34,339,038$         


City of Wildomar


Statement of Net Position ‐ Summary


For the Years Ended June 30, 


Governmental Activities
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Table 2    Statement of Activities -Primary Government 
 


2019 2018


Revenues:


Program Revenues


Charges for Services 2,936,243$            3,218,988$           


Operating Grants and Contributions 3,270,704              4,372,102             


Capital Grants and Contributions 4,106,559              ‐                          


General Revenues


Property Taxes 4,434,404              4,232,672             


Sales Tax 2,872,982              1,780,008             


Other Taxes 3,812,013              3,615,599             


Use of Money and Property 67,542                    19,432                   


Other Revenues 132,862                  1,897,363             


Total Revenues 21,633,309            19,136,164           


Expenses:


General Government 2,991,766              2,469,147             


Public Safety 7,953,196              5,957,516             


Community Development 2,738,282              2,660,031             


Parks and Recreation 219,647                  219,647                 


Public Works 4,235,880              3,508,423             


Total Expenses 18,138,771            14,814,764           


Increase (decrease) in Net Position 3,494,538              4,321,400             


Beginning Net Position 34,339,038            30,206,252           


Restatement of Net Position ‐                           (188,614)               


Ending Net Position 37,833,576$          34,339,038$         


City of Wildomar


Statement of Activities


For the Years Ended June 30, 


Governmental Activities
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City of Wildomar 
Expenses and Program Revenues-Governmental Activities 
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Financial Analysis of Governmental Funds 
 


As noted earlier, the City of Wildomar uses fund accounting to ensure and 
demonstrate compliance with finance–related legal requirements. 
 
Governmental Funds 
 
 As stated, governmental fund financial statements identify current sources and 
uses of money. Benefits derived include a detailed short-term view of the City’s general 
government operations and the basic services it provides, which assists in determining 
whether there are sufficient financial resources available to meet the City’s current 
needs.  


 The financial position of the City’s governmental funds has increased when 
compared to the previous fiscal year.  The total ending fund balance for the City’s 
governmental funds was $7.3 million which represented a $3.2 million or 78.7% 
increase from the prior fiscal year balance. 


The General Fund is the primarily funding source for the City.  At fiscal year end, 
the unassigned fund balance of the general fund was $1.5 million or 11.0% of the City's 
general fund expenditures of $13.0 million. This is a decrease of $0.1 million in the 
general fund ending fund balance.  Although revenues for property taxes, sales taxes, 
intergovernmental, and miscellaneous revenues were up $0.9 million, licenses and 
permits were down $0.1 million for net increase in revenues of $0.8 million. 
Expenditures were increased in public safety by $1.9 million, general government 
increased by $0.2 million, and community development & public works had a combined 
increase of $0.1 million for a net increase in expenditures of $2.2 million. The 
combination of transfers into the General Fund increasing by $54,000 and a decrease of 
transfers out to the Capital Reinvestment Fund of $0.6 million completes the offset of 
the increased expenditures. 
 


Other major factors in fund balance changes were as follows: 
 
Development Impact Fee Funds 
 


These funds are used to record the capital expenditures of various improvements 
needed to meet the increased demands associated with new development, primarily 
residential.  Capital facility expansions are pre-determined and are constructed when 
the collected fees fully fund the improvement.  During fiscal year 2018-19, fund balance 
stayed at $4.8 million related to revenues of $0.6 million offset by $0.2 million in capital 
improvements & cost allocation and $0.4 million in transfers out. 
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Grant Funds 
 
 These grant funds are awarded by Federal, State and Local Agencies for various 
projects, services and equipment.  The projects, services and equipment include street 
improvement, traffic signals, storm drains, flood control, bike trails and sidewalks. 
During fiscal year 2018-19, fund balance increased a net $1.6 million related to 
revenues of $5.2 million and transfers-in of $0.4 million, offset by $4.0 million in 
improvements related to sidewalks, bike paths and multi-use trails. 
 
General Fund Financial Highlights 
 
 General Fund original vs. final budget significant changes were as follows: 
 Revenues: 


 Intergovernmental increased $2.6 million primarily related to the vehicle 
license fee replacement revenue approved in September 2017 (SB 130). 


 Licenses and Permits decreased $0.8 million due to decreased building 
permit activity and private development fees.  


Expenditures: 
 City Attorney’s Office decreased more than $0.1 million due to legal 


services for various issues being charged to specified cost centers. 
 Administrative Services increased more than $0.1 million due to increases 


in contractual & professional services for the City and additional software 
& hardware needs 


 Police services increased $1.4 million due to increased police service 
hours in the fiscal year 2018-19. 


 
 General Fund actual revenues were a net $0.1 million less than budget. The 
primary sources for the revenue received being less than budget are as follows: 


 Taxes received were $0.2 million less than budgeted, primarily due to 
property tax 


 Use of Money & Property and Miscellaneous revenues were $0.1 million 
more than budgeted related to better interest rates and an increase in 
miscellaneous items received. 


 
General Fund actual expenditures were a net $0.1 million more than budget.  


The primary sources for the net expenditure increase are as follows: 
 Transfers out increased $0.1 million over budget due to additional funds 


moved for Capital Reinvestment projects. 
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CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
Capital Assets 
 
 The City’s investment in capital assets (Table 3) for its governmental activities as of 
June 30, 2019, is $31.3 million (net of accumulated depreciation). This investment in capital 
assets includes land, structures and improvements, furniture and equipment, infrastructure 
and construction in progress. For more information, please refer to Note 5 in the Notes to 
Financial Statements. The Capital Assets of the City are those assets which are used in the 
performance of the City’s functions including infrastructure assets.   Depreciation on capital 
assets is recognized in the Government-wide financial statements. 
 
Additional detail information is provided on Capital Assets in the Notes to Financial 
Statements, Note 1.d. 
 
In accordance with GASB Statement No. 34, the City has reported all general infrastructure 
assets. 
 
Table 3 Summary of Changes in Capital Assets 
 
 


Beginning 


Balance Additions Deletions


Ending


Balance


Governmental Activities:


Capital Assets, not being depreciated:


Land 3,032,101$     ‐$                  ‐$                  3,032,101$    


Construction in Progresss 5,701,525       2,608,253       (5,685,620)      2,624,158      


Right‐of‐Way 622,935           2,283,779       ‐                    2,906,714      


Total Capital Assets, Not Being Depreciated 9,356,561       4,892,032       (5,685,620)      8,562,973      


Capital Assets, being depreciated


Buildings and Improvements 7,442,488       ‐                    ‐                    7,442,488      


Furniture. Fixtures and Equipment 67,603             91,974             ‐                    159,577          


Streetlights ‐                    1,136,883       ‐                    1,136,883      


Traffic Signals 251,824           ‐                    ‐                    251,824          


Infrastructure 44,867,071     5,401,191       ‐                    50,268,262    


Total Capital Assets, Being Depreciated 52,628,986     6,630,048       ‐                    59,259,034    


Less Accumulated Depreciation for:


Buildings and Improvements (2,487,740)      (249,135)         ‐                    (2,736,875)     


Furniture. Fixtures and Equipment (38,985)            (24,665)            ‐                    (63,650)           


Streetlights ‐                    (56,844)            ‐                    (56,844)           


Traffic Signals (65,708)            (12,591)            ‐                    (78,299)           


Infrastructure (31,881,653)   (1,663,726)      ‐                    (33,545,379)  


Total Accumulated Depreciation (34,474,086)   (2,006,961)      ‐                    (36,481,047)  


Total Capital Assets, being Depreciated, Net 18,154,900     4,623,087       ‐                    22,777,987    


Governmental Activities Capital Assets, Net 27,511,461$   9,515,119$     (5,685,620)$   31,340,960$  


City of Wildomar


Summary of Changes in Capital Assets


For the Years Ended June 30, 2019
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Long-term Debt 


At year end, the City had $1,668,134 in outstanding long-term debt for 
Governmental Activities. This debt is related to a lease-purchase for streetlights and for 
compensated absences.  
 
Table 4 Summary of Changes in Long-Term Liabilities 
 


Beginning 


Balance Additions Deletions


Ending


Balance


Within


One Year


Governmental Activities:


Compensated Absences 115,171$         56,286$           (28,793)$         142,664$         35,666$          


Direct Borrowing:


Loan Payable ‐                    1,525,470       ‐                    1,525,470       ‐                   


Total Long‐term Liabilities 115,171$         1,581,756$     (28,793)$         1,668,134$     35,666$          


City of Wildomar


Summary of Changes in Long‐term Liabilities


For the Years Ended June 30, 2019


 
 
 
ECONOMIC FACTORS AND OUTLOOK FOR FUTURE YEARS 
 
Key budget assumptions for forecasting General Fund revenues include for fiscal year 
2019-20 and beyond are the following: 
 


 Residential property values are increasing, which will be reflected in higher 
property taxes. 


 Development activity in the coming years is going down, which will bring a 
reduction in building permit and private development fees. 


 A full review of the City’s fee schedule to be undertaken in fiscal year 2019-
20, which will possibly bring increased revenues to the City once 
implemented. 


 
On November 6, 2018, voters approved Measure AA. Effective on April 1, 2019, 
Measure AA established a 1.0% transactions tax on the gross receipts of any retailer 
from the sale of tangible property sold within the city limits. In addition, an excise tax of 
1.0% is imposed on the storage, use or other consumption within the city limits of 
Wildomar of tangible personal property (i.e. vehicles) purchased from any retailer within 
California.  The anticipated revenue from this tax for the first full year is $2.3 million, 
which will be used to fund increases in public safety, roads and homeless outreach. 
 
The Adopted Operating Budget for Fiscal Year 2019-20 is structurally balanced, 
addresses some of the City Council’s priorities, and attempts to balance achievement of 
community needs and accomplishment of the Council’s goals and objectives.  
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REQUESTS FOR INFORMATION 
 
This financial report is designed to provide a general overview of the City of Wildomar's 
finances for all those with an interest in the government’s finances. Questions 
concerning any of the information provided in this report or requests for additional 
financial information should be addressed to: 


 
City of Wildomar 
Attention: Finance Manager 
23873 Clinton Keith Road, Suite 201  
Wildomar, California 92595 
 


General information relating to the City of Wildomar, California, can be found at the 
City's website, www.cityofwildomar.org. 







 


 


BASIC FINANCIAL STATEMENTS 











Primary Component
Government Unit


Governmental Wildomar
Activities Cemetery District


ASSETS
Cash and Investments 8,223,142$           1,427,027$           
Restricted Cash and Investments 353,792                245,548                
Receivables:


Accounts 148,058                -                            
Developer 993,097                -                            
Grants 1,915,435             -                            
Accrued Interest 7,725                    -                            


Due from Other Governments 1,450,260             28,794                  
Inventories -                            2,425                    
Prepaid Items 38,432                  1,733                    
Capital Assets, Not Being Depreciated 8,562,973             963,390                
Capital Assets, Net of Depreciation 22,777,987           14,087                  


Total Assets 44,470,901           2,683,004             


DEFERRED OUTFLOWS OF RESOURCES
Pension Related Items 313,339                47,032                  


Total Deferred Outflows of Resources 313,339                47,032                  


LIABILITIES 
Accounts Payable 2,180,231             5,695                    
Accrued Liabilities 66,582                  11,667                  
Unearned Revenue 667,152                -                            
Deposits Payable 1,719,851             73,370                  
Due to Other Governments 108,190                -                            
Noncurrent Liabilities:


Due Within One Year 35,666                  1,482                    
Due in More Than One Year 1,632,468             4,444                    


Net Pension Liability 160,169                203,561                
Net OPEB Liability 332,542                -                            


Total Liabilities 6,902,851             300,219                


DEFERRED INFLOWS OF RESOURCES
Pension Related Items 11,451                  18,448                  
OPEB Related Items 36,362                  -                            


Total Deferred Inflows of Resources 47,813                  18,448                  


NET POSITION
Net Investment in Capital Assets 29,815,490           977,477                
Restricted:


Community Development Projects 5,077,926             -                            
Public Works 124,743                -                            
Capital Projects 1,324,591             -                            
Debt Service 333,651                
Cemetery Trust - Nonexpendable -                            245,548                


Unrestricted 1,157,175             1,188,344             


Total Net Position 37,833,576$         2,411,369$           


City of Wildomar
Statement of Net Position


June 30, 2019


The accompanying notes are an integral part of this statement.
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Primary Component
Government Unit


Charges Operating Capital Wildomar
for Grants and Grants and Governmental Cemetery


Expenses Services Contributions Contributions Activities District
Governmental Activities:


General Government 2,991,766$   380,352$     515,621$      -$                  (2,095,793)$  
Public Safety 7,953,196     45,395         148,747        -                    (7,759,054)    
Community Development 2,738,282     2,075,499    597,995        -                    (64,788)         
Parks and Recreation 219,647        11,291         -                    -                    (208,356)       
Public Works 4,235,880     423,706       2,008,341     4,106,559     2,302,726     


Total Governmental 
Activities 18,138,771$ 2,936,243$  3,270,704$   4,106,559$   (7,825,265)    


Component Unit:
Wildomar Cemetery District 530,695$      36,836$       -$                  -$                  (493,859)$   


Total Component Unit 530,695$      36,836$       -$                  -$                  (493,859)     


General Revenues:
Taxes:


Property Tax, Levied for General Purpose 4,434,404     544,111       
Sales Tax 2,872,982     -                  
Franchise Taxes 1,077,164     -                  
VLF Replacement Funding - SB130 2,580,800     -                  
Other Taxes 154,049        -                  


Investment Earnings 67,542          9,440           
Other 132,862        -                  


Total General Revenues 11,319,803   553,551       


Change in Net Position 3,494,538     59,692         


Net Position - Beginning of Year 34,339,038   2,351,677    


Net Position - End of Year 37,833,576$ 2,411,369$  


Program Revenues


Changes in Net Position
Net (Expenses) Revenues and


City of Wildomar
Statement of Activities


For the Year Ended June 30, 2019


The accompanying notes are an integral part of this statement.
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Development
General Impact Fees Grants


ASSETS
Pooled Cash and Investments 3,634,241$        3,112,276$        -$                       
Restricted Cash and Investments -                      -                      -                      
Receivables:


Accounts 139,167 -                      8,391              
Developer 993,097          -                      -                      
Grants -                      -                      853,886          
Accrued Interest 7,136              -                      -                      


Due from Other Governments 601,987          -                      -                      
Due from Other Funds 40,620            2,894,021       -                      
Prepaid Items 17,533            -                      -                      


Total Assets 5,433,781$        6,006,297$        862,277$           


LIABILITIES 
Accounts Payable 1,726,908$        1,362$               46,286$             
Accrued Liabilities 50,798            -                      -                      
Unearned Revenues 1,333                 655,476          10,343            
Deposits Payable 1,719,851       -                      -                      
Due to Other Governments 108,190          -                      -                      
Due to Other Funds 383,379          510,757          801,800          


Total Liabilities 3,990,459          1,167,595          858,429             


DEFERRED INFLOWS OF 
RESOURCES


Unavailable Revenues - Intergovernmental -                         -                         853,886             


Total Deferred Inflows of
Resources -                         -                         853,886             


FUND BALANCES
Nonspendable 17,533               -                         -                         
Restricted for:


Community Development Projects -                         4,838,702          -                         
Public Safety -                         -                         -                         
Public Works -                         -                         -                         
Capital Projects -                         -                         -                         
Debt Service -                         -                         -                         


Unassigned 1,425,789          -                         (850,038)            


Total Fund Balances 1,443,322          4,838,702          (850,038)            


Total Liabilities, Deferred Inflows of 
Resources and Fund Balances 5,433,781$        6,006,297$        862,277$           


Special Revenue


City of Wildomar
Balance Sheet


Governmental Funds
June 30, 2019


The accompanying notes are an integral part of this statement.
19







Other Total


Governmental Governmental
Funds Funds


1,476,625$         8,223,142$         
353,792          353,792


500                 148,058
-                      993,097


1,061,549       1,915,435
589                 7,725               


848,273          1,450,260
676,106          3,610,747        


20,899            38,432


4,438,333$         16,740,688$       


405,675$            2,180,231$         
15,784            66,582


-                      667,152
-                      1,719,851
-                      108,190


1,914,811 3,610,747


2,336,270           8,352,753           


277,885              1,131,771


277,885 1,131,771


20,899                38,432                


239,224              5,077,926           
583,766              583,766              
124,743              124,743              


1,324,591           1,324,591           
333,651              333,651              


(802,696)            (226,945)             


1,824,178           7,256,164           


4,438,333$         16,740,688$       


The accompanying notes are an integral part of this statement.
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Fund Balances of Governmental Funds 7,256,164$             


Amounts reported for governmental activities in the Statement of Net Position are 
different because:


Capital assets net of depreciation have not been included as financial resources
in government fund activity. 31,340,960


Long-term liabilities and compensated absences that have not been included in 
the governmental fund activity.


Compensated Absences (142,664)


Loan Payable (1,525,470)


Net Pension Liability (160,169)


Net OPEB Liability (332,542)


Deferred outflows and inflows of resources related to pensions and OPEB that
are required to be recognized over a defined closed period.


Pension Related Deferred Outflows of Resources 313,339
Pension Related Deferred Inflows of Resources (11,451)
OPEB Related Deferred Inflows of Resources (36,362)


Revenues reported as unavailable revenue in the governmental funds are
recognized in the statement of activities. 1,131,771


Net Position of Governmental Activities 37,833,576$           


City of Wildomar
Reconciliation of the Balance Sheet of Governmental Funds


to the Statement of Net Position
June 30, 2019


The accompanying notes are an integral part of this statement.
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Development
General Impact Fees Grants


REVENUES
Taxes 7,870,901$        -$                       -$                       
Licenses and Permits 1,883,515       -                      -                      
Intergovernmental 2,625,137       -                      5,192,823       
Charges for Services 11,465            -                      -                      
Fines and Forfeitures 49,358            -                      -                      
Use of Money and Property 40,746            21,583            41                   
Developer Participation -                      526,149 -                      
Miscellaneous 74,990            55,500            -                      


Total Revenues 12,556,112        603,232             5,192,864          


EXPENDITURES
Current:


General Government 2,537,828       8,156              52,460            
Public Safety 7,838,398       -                      -                      
Community Development 2,318,458 87,976 -                      
Public Works 272,765          132,783          14,068            


Capital Outlay -                      1,334              3,954,136       
Debt Service:


Cost of Issuance -                         -                         -                         


Total Expenditures 12,967,449        230,249             4,020,664          


Excess (Deficiency) of Revenues Over
(Under) Expenditures (411,337)            372,983             1,172,200          


OTHER FINANCING SOURCES (USES)
Proceeds from Loan -                      -                      -                      
Transfers In 416,300             -                         395,361             
Transfers Out (113,980)            (370,492)            -                         


Total Other Financing Sources (Uses) 302,320             (370,492)            395,361             


Net Change in Fund Balances (109,017)         2,491              1,567,561       


Fund Balances - Beginning of Year 1,552,339       4,836,211       (2,417,599)      


Fund Balances - End of Year 1,443,322$        4,838,702$        (850,038)$          


Special Revenue


City of Wildomar
Statement of Revenues, Expenditures and Changes in Fund Balances


Governmental Funds
For the Year Ended June 30, 2019


The accompanying notes are an integral part of this statement.
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Other Total
Governmental Governmental


Funds Funds


634,302$            8,505,203$         
-                      1,883,515       


4,486,526       12,304,486
25,557            37,022


-                      49,358
5,172              67,542


-                      526,149
3,000              133,490          


5,154,557           23,506,765         


201,892          2,800,336
84,100            7,922,498


331,848          2,738,282
2,026,771           2,446,387
1,937,322           5,892,792


37,000            37,000


4,618,933           21,837,295         


535,624              1,669,470           


1,525,470       1,525,470
112,980              924,641


(440,169)            (924,641)


1,198,281           1,525,470           


1,733,905       3,194,940       


90,273            4,061,224       


1,824,178$         7,256,164$         


The accompanying notes are an integral part of this statement.
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Net Change in Fund Balances - Total Governmental Funds 3,194,940$            


Amounts reported for governmental activities in the statement of activities are different because:


Governmental funds report capital outlays as expenditures.  However, in the
statement of activities, the costs of those assets is allocated over their estimated
useful lives as depreciation expense.  This is the amount by which capital outlays
exceeded depreciation in the current period.


Capital Outlay 5,836,460
Depreciation (2,006,961)


Compensated absences expenses reported in the statement of activities do not
require the use of current financial resources and, therefore, are not
reported as expenditures in governmental funds. (27,493)


The issuance of long-term debt (loan proceeds) provides current financial resources
to governmental funds. However, this transaction has no effect on net position. (1,525,470)


Some expenses reported in statement of activities do not require the use of 
current financial resources and therefore are not reported as expenditures in
the governmental funds:


Net Change in Net Pension Liability 15,941
Net Change in Net OPEB Liability (33,825)
Net Change in Pension Deferred Outflows and


Inflows of Resources (94,688)
Net Change in OPEB Deferred Outflows and


Inflows of Resources 9,090


Revenues reported as unavailable revenue in the governmental funds are
recognized in the statement of activities. (1,873,456)


Change in Net Position of Governmental Activities 3,494,538$            


City of Wildomar
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances


of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2019


The accompanying notes are an integral part of this statement.
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I.)  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
 a. Description of the Reporting Entity 
 
 The City of Wildomar, California (City) was incorporated on July 1, 2008, under the laws of the State of 


California and enjoys all the rights and privileges pertaining to “General Law” cities.  The City is governed 
by an elected five-member board.  As required by generally accepted accounting principles, these financial 
statements present the City (the primary government) and its component units.   


 
 Component Units 


 
Component units are legally separate organizations for which the elected officials of the primary 
government are financially accountable.  An agency, institution or authority, may be included as a 
component unit in the primary government's financial statements. Blended component units, although 
legally separate entities, are, in substance, part of the government's operations and so data from these 
units are combined with data of the primary government.  A discretely presented component unit, on the 
other hand, is reported in a separate column in the combined financial statements to emphasize it is 
legally separate from the government.  There is one discretely presented component unit in these financial 
statements.  There are no blended component units presented in the financial statements.  The governing 
body of the component unit are comprised of the City Council acting as the governing board and the 
services they provide directly to citizens or other parties outside the government.  The discretely 
presented component unit presented has a June 30 year end. The following is reported as a discretely 
presented component unit. 


 
 Wildomar Cemetery District - The Wildomar Cemetery District was absorbed into the City on November 9, 


2011.  Its purpose is to provide cemetery services to residents of the City of Wildomar.  The operations of 
the District are discretely presented in the financial statements.  A component unit financial statement may 
be obtained from the City of Wildomar. 


 
 b. Government-wide and Fund Financial Statements 
 
 The government-wide financial statements (i.e., the statement of net position and the statement of activities) 


report information on all of the activities of the primary government and its component units.  For the most 
part, the effect of interfund activity has been removed from these statements.  Governmental activities are 
normally supported by taxes and intergovernmental revenues. 


 
 The Statement of Activities demonstrates the degree to which the direct expenses of a given function or 


segment, are offset by program revenues.  Direct expenses are those that are clearly identifiable with a 
specific function or segment.  Program revenues include: 1) charges to customers or applicants who 
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or 
segment, and 2) grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular function or segment.  Taxes and other items not properly included among 
program revenues are reported instead as general revenues. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 c. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 


 
Separate financial statements are provided for governmental funds.  Major individual governmental funds 
are reported as separate columns in the fund financial statements. 
 
The government-wide financial statements are reported using the economic resources measurement focus 
and the accrual basis of accounting.  Revenues are recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of related cash flows.  Property taxes are recognized as 
revenues in the year for which they are levied.  Grants and similar items are recognized as revenue as soon 
as all eligibility requirements imposed by the provider have been met. 
 
Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting.  Revenues are recognized as soon as they are both 
measurable and available.  Revenues are considered to available when they are collectible within the current 
period or soon enough thereafter to pay liabilities of the current period.  For this purpose, the government 
considers revenues to be available if they are collected within 60 days of the end of the current fiscal year.  
Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  However, 
debt service expenditures, as well as expenditures related to compensated absences and claims and 
judgments, are recorded only when payment is due. 
 
Property taxes, franchise taxes, licenses and interest associated with the current fiscal period are all 
considered to be susceptible to accrual and have been recognized as revenues of the current fiscal period.  
All other revenue items are considered to be measurable and available only when cash is received by the 
government. 
 
The City reports the following major governmental funds: 
 


The General Fund is the City’s primary operating fund.  All general tax receipts and fee revenue not 
allocated by law, Council policy or contractual agreement to other funds are accounted for in the 
General Fund.  General Fund expenditures include operations traditionally associated with activities, 
which are not required to be accounted for or paid by another fund. 
 
The Development Impact Fees Fund accounts for new development impact fees that are collected on 
the City’s behalf and can only be used to pay for capital expenditures and cannot be used for 
operating costs. 
 
The Grants Fund accounts for revenues and expenditures of specific purpose grants within the City. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 c. Measurement Focus, Basis of Accounting, and Financial Statement Presentation - Continued 
 


As a general rule, the effect of interfund activity has been eliminated from the government-wide financial 
statements except for the effect of interfund services provided and used. 
 
Accounts reported as program revenues include:  1) charges to customers or applicants for goods, services 
or privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions.  
Internally dedicated resources are reported as general revenues rather than as program revenues.  Likewise, 
general revenues include all unrestricted taxes. 


 
 d. Assets, Deferred Outflows/Inflows of Resources, Liabilities, and Net Position or Equity 


 
Cash and Investments 
 
The City’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of acquisition.  For financial 
statement presentation purposes, cash and cash equivalents are shown as both restricted and unrestricted 
cash and investments in the governmental funds. 
 
Investments are reported at fair value.  The City’s policy is to hold investments until maturity or until 
market values equal or exceed cost.  The State Treasurer’s Investment Pool operates in accordance with 
appropriate state laws and regulations.  The reported value of the pool is the same as the fair value of the 
pool shares. 
 
Receivables and Payables 
 
Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of 
the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund loans) 
or “advances to/from other funds” (i.e., the non-current portion of interfund loans).  All other outstanding 
balances between funds are reported as “due to/from other funds”.  Advances between funds, as reported in 
the fund financial statements, are offset by a fund balance reserve account in applicable governmental funds 
to indicate that they are not available for appropriation and are not expendable available financial resources. 
 
Prepaid Items and Deposits 
 
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as 
prepaid costs in both government-wide and fund financial statements.  The City accounts for prepaid costs 
using the consumption method and is equally offset by a nonspendable fund balance in the fund-level 
statement, which indicates that it does not constitute “available spendable resources.” 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 d. Assets, Deferred Outflows/Inflows of Resources, Liabilities, and Net Position or Equity - Continued 


 
Capital Assets 
 
Capital assets, which include property, plant and equipment, and infrastructure assets (e.g., roads, bridges, 
sidewalks and similar items), are reported in the governmental activities columns in the government-wide 
financial statements.  Capital assets are defined by the government as assets with an initial, individual cost 
of more than $5,000 (amount not rounded) and an estimated useful life in excess of three years.  Such assets 
are recorded at the historical cost or estimated historical cost if purchased or constructed.  Donated capital 
assets are recorded at acquisition value at the date of donation. 
 
In accordance with GASB Statement No. 34, the City has reported all general infrastructure assets. 
 
The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend the 
asset’s lives are not capitalized.  Major outlays for capital assets and improvements are capitalized as 
projects are constructed. 
 
Property, plant, equipment, and infrastructure are depreciated using the straight-line, half-year convention 
method over the following estimated useful lives: 
 


Assets  Years 


Building and Improvements   10 to 30 years 
Equipment and Furniture   3 to 20 years 
Vehicles   5 to 10 years 
Infrastructure   10 to 50 years 
Software   5 to 10 years 


 
Deferred Outflows/Inflows of Resources 
 
In addition to assets, the statement of net position will sometimes report a separate section for deferred 
outflows of resources.  This separate financial statement element, deferred outflows of resources, represents a 
consumption of net position that applies to a future period(s) and so will not be recognized as an inflow of 
resources (expenses/expenditure) until then.  The City reports deferred outflows of resources for pension 
which relate to contributions after the measurement date and other amounts, which are amortized by an 
actuarial determined period.  
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 d. Assets, Deferred Outflows/Inflows of Resources, Liabilities, and Net Position or Equity - Continued 


 
In addition to liabilities, the statement of net position and the balance sheet will sometimes report a separate 
section for deferred inflows of resources.  This separate financial statement element, deferred inflows of 
resources, represents an acquisition of net position that applies to a future period(s) and so will not be 
recognized as an outflow of resources (revenue) until that time.  The City has two types of items, one of 
which arises only under a modified accrual basis of accounting that qualifies for reporting in this category.  
Accordingly, the item, unavailable revenue, is reported only in the government funds balance sheet.  The 
governmental funds report unavailable revenues from two sources:  sales tax and grant revenues.  These 
amounts are deferred and recognized as an inflow of resources in the period that the amounts become 
available.  In addition, the City reports deferred inflows of resources for pension and OPEB on the statement 
of net position and are amortized by an actuarial determined period. 
 
Compensated Absences 
 
The dollar value at June 30th of all vacation and sick leave hours is accrued when incurred in the 
government-wide financial statements. A liability for these amounts is reported in governmental funds only 
if they have matured, for example, as a result of employee resignations and retirements.  
 
Staff and management are unrepresented and have a compensation plan. The City Manager is governed by 
an employment agreement which includes the compensation rate and specified rules governing vacation and 
sick leave. All employees are provided with vacation and sick leave when taken, with a cash-out of 
unused/accrued leave upon termination. Maximum accrual limits for each category: 
 
 Vacation Leave  320 hours 
 Sick Leave  320 hours 
 
Vacation pay is payable to employees at the time a vacation is taken or upon termination of employment.  
Unless otherwise governed by an employee agreement, staff may convert in May and November a 
maximum of 40 vacation hours into compensation. 
 
Sick leave is payable when an employee is unable to work because of illness. Employees with continuous 
employment of five years or more may receive a payment of 50% of their unused sick leave when they 
separate without cause or retire at the then rate of compensation. 
 
The liability for compensated absences will be paid in future years from the Gas Tax, Measure A, Measure 
Z, Cemetery District, and General Funds. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 d. Assets, Deferred Outflows/Inflows of Resources, Liabilities, and Net Position or Equity - Continued 


 
Long-term Obligations 
 
In the government-wide financial statements, long-term debt and other long-term obligations are reported as 
liabilities in the applicable governmental activities, statement of net position.  Bond premiums and discounts 
are deferred and amortized over the life of the bonds using the straight-line method.  Bonds payable are 
reported net of the applicable bond premium or discount.  Bond issuance costs are reported as expenses in 
the year incurred. 
 


In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well 
as bond issuance costs, during the current period.  The face amount of debt issued is reported as other 
financing sources.  Premiums received on debt issuances are reported as other financing sources while 
discounts on debt issuances are reported as other financing uses.  Issuance costs, whether or not withheld 
from the actual debt proceeds received, are reported as expenditures. 
 
Net Pension Liability 
 
For purposes of measuring the net pension liability, deferred outflows and inflows of resources related to 
pensions, and pension expense, information about the fiduciary net position and additions to/deductions 
from the fiduciary net position have been determined on the same basis as they are reported by the 
California Public Employees’ Retirement System (CalPERS) Financial Office.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when currently due and payable in 
accordance with the benefit terms.  Investments are reported at fair value.  CalPERS audited financial 
statements are publicly available reports that can be obtained at CalPERS’ website under Forms and 
Publications. 
 
GASB 68 requires that the reported results must pertain to liability and asset information within certain 
defined timeframes.  For this report, the following timeframes are used. 
 
 Valuation Date (VD):  June 30, 2017 
 Measurement Date (MD):  June 30, 2018 
 Measurement Period (MP):  July 1, 2017 to June 30, 2018 
 
Other Post Employment Benefits (OPEB) 
 
For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of 
resources related to OPEB, and OPEB expense, information about the fiduciary net position of the City’s 
plan (OPEB Plan) and additions to/deductions from the OPEB Plan’s fiduciary net position have been 
determined on the same basis.  For this purpose, benefit payments are recognized when currently due and 
payable in accordance with the benefit terms.  Investments are reported at fair value. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 d. Assets, Deferred Outflows/Inflows of Resources, Liabilities, and Net Position or Equity - Continued 


 
Other Post Employment Benefits (OPEB) - Continued 
 
Generally accepted accounting principles require that the reported results must pertain to liability and asset 
information within certain defined timeframes.  For this report, the following timeframes are used: 
 
 Valuation Date:  June 30, 2018 
 Measurement Date:  June 30, 2018 
 Measurement Period:  July 1, 2017 to June 30, 2018 
 
Unearned Revenues 
 
In the government-wide financial statements and the fund financial statements, unearned revenues represent 
cash advances by various grantors that have not been spent; therefore no revenue has been recognized. 
 
Fund Equity 
 
In the fund financial statements, government funds report the following fund balance classification: 
 
Nonspendable include amounts that cannot be spent because they are either (a) not in spendable form or (b) 
legally or contractually required to be maintained intact. 
 
Restricted include amounts that are constrained on the use of resources by either, (a) external creditors, 
grantors, contributions, or laws of regulations of other governments or (b) by law through constitutional 
provisions or enabling legislation. 
 
Committed include amounts that can only be used for specific purposes pursuant to constraints imposed by 
formal action of the government’s highest authority, the City Council, by an adoption of an ordinance.  The 
formal action that is required to be taken to establish, modify, or rescind a fund balance commitment is a 
ordinance. 
 
Assigned include amounts that are constrained by the government’s intent to be used for specific purposes, 
but are neither restricted nor committed.  The City Manager is authorized to assign amounts to a specific 
purpose, which was established by the governing body in Resolution No. 2011-32 approved on June 21, 
2011. 
 
Unassigned are either residual positive net resources of the General Fund in excess of what can properly be 
classified in one of the other categories, or negative balances in all other funds. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 d. Assets, Deferred Outflows/Inflows of Resources, Liabilities, and Net Position or Equity - Continued 


 
Net Position Flow Assumptions 
 
Sometimes the City will fund outlays for a particular purpose from both restricted (e.g., restricted bond or 
grant proceeds) and unrestricted resources.  In order to calculate the amounts to report as restricted - net 
position and unrestricted - net position in the government-wide, a flow assumption must be made about the 
order in which the resources are considered to be applied.  It is the government’s policy to consider 
restricted - net position to have been depleted before unrestricted - net position is applied. 
 
Fund Balance Flow Assumption 
 
Sometimes the City will fund outlays for a particular purpose from both restricted and unrestricted resources 
(the total of committed, assigned, and unassigned fund balance).  In order to calculate the amounts to report 
as restricted, committed, assigned, and unassigned fund balance in the governmental fund financial 
statements a flow assumption must be made about the order in which the resources are considered to be 
applied.  It is the City’s policy to consider restricted fund balance to have been depleted before using any of 
the components of unrestricted fund balance.  Further, when the components of unrestricted fund balance 
can be used for the same purpose, committed fund balance is depleted first, followed by assigned fund 
balance.  Unassigned fund balance is applied last. 
 
Property Taxes 
 
Property tax revenue is recognized on the modified accrual basis, that is, in the fiscal year for which the 
taxes have been levied providing they become available.  Available means then due or past due and 
receivable within the current period and collected within the current period or expected to be collected soon 
enough thereafter to be used to pay liabilities of the current period.  The County of Riverside collects 
property taxes for the City.  Tax liens attach annually as of 12:01 A.M. on the first day in January preceding, 
the fiscal year for which the taxes are levied.  The tax levy covers the fiscal period July 1st to June 30th.  All 
secured personal property taxes and one-half of the taxes on real property are due November 1st, the second 
installment is due February 1st.  All taxes are delinquent, if unpaid, on December 10th and April 10th 
respectively.  Unsecured personal property taxes become due on the first of March each year and are 
delinquent, if unpaid, on August 31st. 
 
Functional Classifications 
 
Expenditures of the governmental funds are classified by function.  Functional classifications are defined as 
follows: 
 


 General Government includes legislative activities, City Clerk, City Attorney, City Manager as 
well as management or supportive services across more than one functional area. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 d. Assets, Deferred Outflows/Inflows of Resources, Liabilities, and Net Position or Equity - Continued 


 
Functional Classifications - Continued 


 


 Public Safety includes those activities which involve police protection, fire protection and animal 
control services. 


 


 Community Development includes those activities which involve planning, building and safety 
and code enforcement. 


 


 Parks and Recreation includes activities which provide recreation, cultural and educational 
services. 
 


 Public Works includes all maintenance, engineering and capital improvements which relate to 
streets and other public facilities. 


 
 e. Implementation of New Governmental Accounting Standards Board (GASB) Pronouncements 


 
Governmental Accounting Standard Board Statement No. 83 
 
In November of 2016, GASB issued Statement No. 83, Certain Asset Retirement Obligations. This 
Statement was issued to address the criteria for the recognition and measurement of the liability and 
corresponding deferred outflows of resources associated with certain asset retirement obligations (AROs). 
An ARO is a legally enforceable liability associated with the retirement of a tangible capital asset. 
Statement No. 83 is effective for reporting periods beginning after June 15, 2018.  Currently, this 
Statement has no impact to the City’s financial statements. 
 
Governmental Accounting Standard Board Statement No. 84 
 
In January of 2017, GASB issued Statement No. 84, Fiduciary Activities. This Statement was issued to 
improve guidance regarding the identification of fiduciary activities for accounting and financial reporting 
purposes. This Statement establishes the criteria for identifying fiduciary activities which should be 
reported in a fiduciary fund in the basic financial statements. The fiduciary funds that should be reported, 
if applicable: a) pensions trust funds, b) investment trust funds, c) private purpose trust funds, d) custodial 
funds. Statement No. 84 is effective for reporting periods beginning after December 15, 2018. The impact 
of the implementation of this Statement to the City’s financial statements has not been assessed at this 
time. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 e. Implementation of New Governmental Accounting Standards Board (GASB) Pronouncements -   
  Continued 


 
Governmental Accounting Standard Board Statement No. 87 
 
In June of 2017, GASB issued Statement No. 87, Leases. The intent of this Statement is to improve 
accounting and financial reporting for government leases by requiring recognition of certain lease assets 
and liabilities for leases that were previously classified as operating leases and recognized as inflows of 
resources or outflows of resources based on the payment provisions of the contract. This Statement 
establishes a single model for lease accounting based on the foundational principle that leases are 
financings of the right to use an underlying asset.  This Statement is effective for reporting periods 
beginning after December 15, 2019.  The impact of the implementation of this Statement to the City’s 
financial statements has not been assessed at this time. 
 
Governmental Accounting Standard Board Statement No. 88 
 
In March of 2018, GASB issued Statement No. 88, Certain Disclosures Related to Debt, including Direct 
Borrowings and Direct Placements.  This Statement was issued to improve the information that is 
disclosed in the notes to government financial statements related to debt, including direct borrowings and 
direct placements.  This Statement requires that additional essential information related to debt be 
disclosed in notes to financial statements, including unused lines of credit; assets pledged as collateral for 
the debt; and terms specified in debt agreements related to significant events of default with finance-
related consequences, significant termination events with finance-related consequences, and significant 
subjective acceleration clauses.  Statement No. 88 is effective for fiscal years beginning after June 15, 
2018.  The City has implemented GASB No. 88 which is reflected in the City’s financial statements. 
 
Governmental Accounting Standard Board Statement No. 89 
 
In June of 2018, GASB issued Statement No. 89, Accounting for Interest Cost Incurred before the End of 
a Construction Period.  This Statement was issued to (1) to enhance the relevance and comparability of 
information about capital assets and the cost of borrowing for a reporting period and (2) to simplify 
accounting for interest cost incurred before the end of a construction period.  This Statement requires that 
interest cost incurred before the end of a construction period be recognized as an expense in the period in 
which the cost is incurred for financial statements prepared using the economic resources measurement 
focus. As a result, interest cost incurred before the end of a construction period will not be included in the 
historical cost of a capital asset reported in a business-type activity or enterprise fund.  Statement No. 89 
is effective for fiscal years beginning after December 15, 2019.  The City has elected not to early 
implement GASB No. 89 and has not determined its effect on the City’s financial statements. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 e. Implementation of New Governmental Accounting Standards Board (GASB) Pronouncements -   
  Continued 


 
Governmental Accounting Standard Board Statement No. 90 
 
In August of 2018, GASB issued Statement No. 90, Majority Equity Interests, an amendment of GASB 
Statements No. 14 and No. 61.  This Statement was issued to improve the consistency and comparability 
of reporting a government's majority equity interest in a legally separate organization and to improve the 
relevance of financial statement information for certain component units.  This Statement defines a 
majority equity interest and specifies that a majority equity interest in a legally separate organization 
should be reported as an investment if a government's holding of the equity interest meets the definition 
of an investment. A majority equity interest that meets the definition of an investment should be measured 
using the equity method, unless it is held by a special-purpose government engaged only in fiduciary 
activities, a fiduciary fund, or an endowment (including permanent and term endowments) or permanent 
fund. Those governments and funds should measure the majority equity interest at fair value.  Statement 
No. 90 is effective for fiscal years beginning after December 15, 2018.  The City has elected not to early 
implement GASB No. 90 and has not determined its effect on the City’s financial statements. 
 
Governmental Accounting Standard Board Statement No. 91 
 
In May of 2019, GASB issued Statement No. 91, Conduit Debt Obligations. This statement was issued to 
improve financial reporting for certain debt obligations. It allowed entities to provide a single method of 
reporting conduit debt obligations by issuers and eliminate diversity in practice associated with (1) 
commitments extended by issuers, (2) arrangements associated with conduit debt obligations, and (3) related 
note disclosures. This Statement achieves those objectives by clarifying the existing definition of a conduit 
debt obligation; establishing that a conduit debt obligation is not a liability of the issuer; establishing standards 
for accounting and financial reporting of additional commitments and voluntary commitments extended by 
issuers and arrangements associated with conduit debt obligations; and improving required note disclosures.  
Statement No. 91 is effective for fiscal years beginning December 15, 2020. The impact of the implementation 
of this statement to the City’s financial statements has not been assessed at this time.  
 
 


II.)  STEWARDSHIP 
 
2) STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 


 
The following funds had expenditures in excess of appropriations: 
 


Fund  Budget  Actual  Variance 
Special Revenue Fund:       
 Development Impact Fees  $ 296,000  $ 600,741  $ (304,741) 
 SLESF    148,800    148,892    (92) 
 TDA    18,400    96,292    (77,892) 
 Community Development Block Grant    416,400    445,932    (29,532) 
Debt Service Fund:       
 Streetlight Fund    -    1,175,214    (1,175,214) 
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III.)  DETAILED NOTES ON ALL FUNDS 
 
3) CASH AND INVESTMENTS 


 
As of June 30, 2019, cash and investments were reported in the accompanying financial statements as follows: 
 


Statement of Net Position:  
 Primary Government  
 Cash and Investments $ 8,223,142 
 Restricted Cash and Investments   353,792 
 Component Unit - Wildomar Cemetery District  
 Cash and Investments   1,427,027 
 Restricted Cash and Investments   245,548 


  
 Total Cash and Investments $ 10,249,509 


 
Cash and investments consist of the following: 
 


Petty Cash $ 100 
Deposits with Financial Institutions   6,475,815 
Investments   3,773,594 


  
 Total Cash and Investments $ 10,249,509 


 
The City maintains a cash and investment pool that is available for use for all funds as well as the Wildomar 
Cemetery District (component unit). Each fund type’s position in the pool is reported on the combined balance 
sheet as cash and investments.  The City has adopted an investment policy which authorizes it to invest in 
various investments. 
 
Deposits 
 
At June 30, 2019, the carrying amount of the City’s deposits was $6,475,815 and the bank balance was 
$7,010,277.  The $534,462 difference represents outstanding checks and other reconciling items. 
 
The California Government Code requires California banks and savings and loan associations to secure a City’s 
deposits by pledging government securities with a value of 110% of a City’s deposits.  California law also 
allows financial institutions to secure City’s deposits by pledging first trust deed mortgage notes having a value 
of 150% of a City’s total deposits.  The City Treasurer may waive the collateral requirement for deposits which 
are fully insured up to $250,000 by the FDIC. 
 
The collateral for deposits in federal and state chartered banks is held in safekeeping by an authorized Agent of 
Depository recognized by the State of California Department of Banking.  The collateral for deposits with 
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3) CASH AND INVESTMENTS - Continued 
 
Deposits - Continued 
 
savings and loan associations is generally held in safekeeping by the Federal Home Loan Bank in San Francisco, 
California as an Agent of Depository.  These securities are physically held in an undivided pool for all 
California public agency depositors.  Under Government Code Section 53655, the placement of securities by a 
bank or savings and loan association with an “Agent of Depository” has the effect of perfecting the security 
interest in the name of the local government agency.  Accordingly, all collateral held by California Agent of 
Depository are considered to be held for, and in the name of, the local governmental agency. 
 
Investments 
 
Under provision of the City’s investment policy and in accordance with the California Government Code, the 
following investments are authorized: 
 


 Securities of the U.S. Government 
 Securities of U.S. Government Agencies 
 City, State and Municipal Bonds 
 Time Deposits and Certificates of Deposit 
 Negotiable Certificates of Deposit 
 Bankers’ Acceptance Notes 
 Commercial Paper 
 Repurchase Agreements 
 Money Market Mutual Funds 
 Local Agency Investment Fund (LAIF) 
 Joint Powers Authority Investment Pools 


 
The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by 
California Government Code Section 16429 under the oversight of the Treasurer of the State of California.  
LAIF is overseen by the Local Agency Investment Advisory Board, which consists of five members, in 
accordance with State statute.  The State Treasurer’s Office audits the fund annually.  The fair value of the 
position in the investment pool is the same as the value of the pool shares. 
 
Investment in California Asset Management Program 
 
The California Asset Management Program (the CAMP) is a public joint powers authority which provides 
California Public Agencies with investment management services for surplus funds and comprehensive 
investment management, accounting and arbitrage rebate calculation services for proceeds of tax-exempt 
financings.  The CAMP currently offers the Cash Reserve Portfolio, a short-term investment portfolio, as a 
means for Public Agencies to invest these funds.  Public Agencies that invest in the Pool (Participants) purchase 
shares of beneficial interest.  Participants may also establish individual, professionally managed investment 
accounts (Individual Portfolios) by separate agreement with the Investment Advisor.  The City has a separate 
account in the Investment Advisor to manage part of the CAMP portfolio. 
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3) CASH AND INVESTMENTS - Continued 
 
Investment in California Asset Management Program - Continued 
 
Investments in the Pools and Individual Portfolios are made only in investments in which Public Agencies 
generally are permitted by California statute.  The CAMP may reject any investment and may limit the size of a 
Participant’s account.  The Pool seeks to maintain, but does not guarantee, a constant net asset value of $1.00 
per share.  A Participant may withdraw funds from its Pool accounts at any time by check or wire transfers.  
Requests for wire transfers must be made by 9:00 a.m. that day.  Fair value of the Pool is determined by the fair 
value per share of the Pool’s underlying portfolio. 
 
Investments Authorized by Debt Agreements 
 
The above investments do not address investment of debt proceeds held by a bond trustee.  Investments of 
debt proceeds held by a bond trustee are governed by provisions of the debt agreements, rather than the 
general provisions of the California Government Code or the City’s investment policy. 
 
GASB Statement No. 31 
 
The City adopted GASB Statement No. 31, Accounting and Financial Reporting for certain investments and for 
External Investment Pools, as of July 1, 1997.  GASB Statement No. 31 establishes fair value standards for 
investments in participating interest earning investment contracts, external investment pools, equity securities, 
option contracts, stock warrants and stock rights that have readily determinable fair values.  Accordingly, the 
City reports its investments at fair value in the balance sheet.  All investment income, including changes in the 
fair value of investments, is recognized as revenue in the operating statement. 
 
Custodial Credit Risk 
 
The custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial 
institution, a government will not be able to recover its deposits or will not be able to recover collateral securities 
that are in the possession of an outside party.  The custodial credit risk for investments is the risk that, in the 
event of the failure of the counterparty (e.g. broker-dealer) to a transaction, a government will not be able to 
recover the value of its investment or collateral securities that are in the possession of another party.  
Investments in U.S. Government securities are not considered to have a credit risk and, therefore, their credit 
quality is not disclosed.  As of June 30, 2019, $6,760,277 of the City’s deposits with financial institutions in 
excess of federal depository insurance limits were held in collateralized accounts. 
 
Concentration of Credit Risk 
 
The City’s investment policy diversifies its investments by security type, institution and maturity/call dates.  
With the exception of U.S. Treasury securities and authorized pools, no more than 50% of the City’s total 
investment portfolio can be invested in a single security type or with a single financial institution. 
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3) CASH AND INVESTMENTS - Continued 
 
Credit Risk 
 
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of 
the investment.  This is measured by the assignment of a rating by a nationally recognized statistical rating 
organization.  The City's investment policy limits investments in commercial paper to those rated “A” or 
higher from Standard and Poor’s (S&P) and Moody’s, respectively.   
 
Information about the minimum rating required by the California Government Code, the City's investment 
policy, or debt agreements, and the actual rating, as of year-end for each type of investment held by the City 
can be found below: 


      Rating as of Year End 
    Minimum    Not 


Investment Type    Legal Rating  AAA  Rated 
Primary Government:         
 Local Agency Investment Fund  $ 1,118,755  N/A  $ -  $ 1,118,755 
 CAMP   2,515,386  N/A   -   2,515,386 
Component Unit - 
 Wildomar Cemetery District 


        


 Money Market   139,453  A   139,453   - 
         
 Total  $ 3,773,594    $ 139,453  $ 3,634,141 


 
Interest Rate Risk 
 
The City’s investment policy investment maturities to five years, unless matched to a specific cash flow.  
Reserve funds may be invested in securities exceeding five years if the maturity of such investments is made 
to coincide as nearly as practicable with the expected use of the funds.  The City has elected to use the 
segmented time distribution method of disclosure for its interest rate risk. 
 
As of June 30, 2019, the City had the following investments and remaining maturities: 
 


  Investment  
  Maturities  
  (in Years)  


Investment Type  Less than 1 Year  Fair Value 
Primary Government:     
 Local Agency Investment Fund  $ 1,118,755  $ 1,118,755 
 CAMP   2,515,386   2,515,386 
Component Unit -  
 Wildomar Cemetery District: 


    


  Money Market   139,453   139,453 
     
 Total  $ 3,773,594  $ 3,773,594 
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4) FAIR VALUE MEASUREMENTS 
 


Governmental Accounting Standards Board (GASB) Statement No. 72, Fair Value Measurements and 
Application, provides the framework for measuring fair value.  The framework provides a fair value hierarchy 
that prioritizes the inputs to valuation techniques used to measure fair value with Level 1 given the highest 
priority and Level 3 the lowest priority.  The three levels of the fair value hierarchy are as follows: 
 
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the 
organization has the ability to access at the measurement date. 
 
Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly or indirectly.  Level 2 inputs include the following: 


 
a. Quoted prices for similar assets or liabilities in active markets. 


 
b. Quoted prices for identical or similar assets or liabilities in markets that are not active.  


 
c. Inputs other than quoted prices that are observable for the asset or liability (for example, interest rates 


and yield curves observable at commonly quoted intervals, volatilities, prepayment speeds, loss 
severities, credit risks, and default rates).  
 


d. Inputs that are derived principally from or corroborated by observable market data by correlation or 
other means (market-corroborated inputs). 


 
Level 3 inputs are unobservable inputs for the asset or liability. 
 
Fair value of assets measured on a recurring basis at June 30, 2019, are as follows: 


 
    Significant Other   
    Observable Inputs   
  Fair Value  (Level 2)  Uncategorized 
Primary Government:       
 Local Agency Investment Fund  $ 1,118,755  $ -  $ 1,118,755 
 CAMP    2,515,386    -    2,515,386 
Component Unit -  
 Wildomar Cemetery District 


      


 Money Market    139,453    139,453    - 
       
 Total  $ 3,773,594  $ 139,453  $ 3,634,141 


 
Fair values for investments are determined by using a matrix pricing technique. Matrix pricing is used to 
value securities based on the security’s relationship to benchmark quoted prices. 
 
Uncategorized investments do not fall under the fair value hierarchy as there is no active market for the 
investments.  
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5) CAPITAL ASSETS 
 
Capital asset activity for the year was as follows: 
 
Primary Government: 
 Beginning      Ending 
 Balance  Additions  Deletions  Balance 
Capital Assets, Not Being Depreciated        
 Land $ 3,032,101  $ -  $ -  $ 3,032,101 
 Construction in Progress  5,701,525   2,608,253   (5,685,620)   2,624,158 
 Right-of-Way  622,935   2,283,779   -   2,906,714 
  Total Capital Assets, Not Being 
   Depreciated 


 
 9,356,561 


  
 4,892,032 


  
 (5,685,620) 


  
 8,562,973 


        
Capital Assets, Being Depreciated        
 Buildings and Improvements  7,442,488   -   -   7,442,488 
 Furniture, Fixtures and Equipment  67,603   91,974   -   159,577 
 Streetlights  -   1,136,883      1,136,883 
 Traffic Signals  251,824   -   -   251,824 
 Infrastructure  44,867,071   5,401,191   -   50,268,262 
  Total Capital Assets, Being 
   Depreciated 


 
 52,628,986 


  
 6,630,048 


  
 - 


  
 59,259,034 


        
Less Accumulated Depreciated for:        
 Buildings and Improvements  (2,487,740)  (249,135)   -   (2,736,875)
 Furniture, Fixtures and Equipment  (38,985)  (24,665)   -   (63,650)
 Streetlights  -   (56,844)      (56,844)
 Traffic Signals  (65,708)  (12,591)   -   (78,299)
 Infrastructure  (31,881,653)  (1,663,726)   -   (33,545,379)
        
 Total Accumulated Depreciation  (34,474,086)  (2,006,961)   -   (36,481,047)
 Total Capital Assets, Being        
  Depreciated, Net  18,154,900   4,623,087   -   22,777,987 
 Governmental Activities        
  Capital Assets, Net $ 27,511,461  $ 9,515,119  $ (5,685,620)  $ 31,340,960 
 
Depreciation expense was charged to functions/programs of the primary government as follows: 
 


Governmental Activities  
 General Government $ 23,455 
 Parks and Recreation  219,647 
 Public Safety  30,698 
 Public Works  1,733,161 
 Total Governmental Activities  
  Depreciation Expense 


 
$ 2,006,961 
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5) CAPITAL ASSETS - Continued 
 
Component Unit - Wildomar Cemetery District: 
 
 Beginning      Ending 
 Balance  Additions  Deletions  Balance 
Capital Assets, Not Being Depreciated        
 Land $ 963,390  $ -  $ -  $ 963,390 
  Total Capital Assets, Not Being 
   Depreciated 


 
 963,390 


  
 - 


  
 - 


  
 963,390 


        
Capital Assets, Being Depreciated        
 Buildings and Improvements  349,597   -   -   349,597 
 Furniture, Fixtures and Equipment  132,025   -   -   132,025 
  Total Capital Assets, Being 
   Depreciated 


 
 481,622 


  
 - 


  
 - 


  
 481,622 


        
Less Accumulated Depreciated for:        
 Buildings and Improvements  (334,494)   (1,016)   -   (335,510) 
 Furniture, Fixtures and Equipment  (132,025)   -   -   (132,025) 
 
 Total Accumulated Depreciation 


 
 (466,519) 


  
 (1,016) 


  
 - 


  
 (467,535) 


 Total Capital Assets, Being        
  Depreciated, Net  15,103   (1,016)   -   14,087 
         
  Capital Assets, Net $ 978,493  $ (1,016)  $ -  $ 977,477 


 
 
6) LONG-TERM LIABILITIES 


 
The following is a schedule of changes in long-term debt for the fiscal year: 
 
Primary Government: 
 Beginning      Ending  Due Within 
 Balance  Additions  Deletions  Balance  One Year 
          
Compensated Absences $ 115,171  $ 56,286  $ (28,793)  $ 142,664  $ 35,666 
Direct Borrowing:          
 Loan Payable  -   1,525,470   -   1,525,470   - 
          
 Total $ 115,171  $ 1,581,756  $ (28,793)  $ 1,668,134  $ 35,666 
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6) LONG-TERM LIABILITIES - Continued 
 
Component Unit - Wildomar Cemetery District: 
 
 Beginning      Ending  Due Within 
 Balance  Additions  Deletions  Balance  One Year 
          
Compensated Absences $ 2,535  $ 4,025  $ (634)  $ 5,926  $ 1,482 
 
 
Compensated Absences 
 
The City accrues accumulated unpaid vacation, sick leave and associated employee-related costs when earned 
(or estimated to be earned) by the employee as described in Note 1.  The City and Wildomar Cemetery District 
(component unit) at June 30, 2019, had an outstanding accrued balance of unpaid vacation, sick and associated 
employee related costs of $142,664 and $5,926, respectively that will be liquidated from various funding 
sources in future years. 
 
Direct Borrowings - Loan Payable  
 
On March 22, 2019 the City entered into an agreement with Banc of America Leasing & Capital, LLC for the 
loan of $1,525,470 to finance the acquisition of streetlights within the City.  The loan will be repaid in semi-
annual installments, which include principal and interest, starting June 1, 2020, with the last payment to be made 
June 1, 2034.  The interest rate will be 5.19%.  The balance of the loan is $1,525,470 as of June 30, 2019. 
 
The Loan Payable is a direct borrowing.  There are no provisions for the outstanding loans in the event of 
default and no assets were held as collateral. 
 


Year Ending       
June 30,  Principal  Interest  Total 


       
2020  $ -  $ 94,347  $ 94,347 
2021   77,268   79,023   156,291 
2022   81,330   74,961   156,291 
2023   85,606   70,685   156,291 
2024   90,106   66,184   156,290 


2025 - 2029   526,772   254,682   781,454 
2030 - 2034   664,388   100,866   765,254 


       
Total  $ 1,525,470  $ 740,748  $ 2,266,218 
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7) INTERFUND RECEIVABLE, PAYABLE AND TRANSFERS 
 
Due To / From Other Funds 


    DUE TO   
    Development    Other   
  General  Impact  Grants  Governmental   
  Fund  Fees  Fund  Funds  Total 


DUE 
FROM 


          
   General Fund $ -  $ -  $ -  $ 40,620  $ 40,620 
   Development Impact Fees  383,379   -   801,800   1,708,842   2,894,021 
   Other Governmental Funds  -   510,757   -   165,349   676,106 
          


    Total $ 383,379  $ 510,757  $ 801,800  $ 1,914,811  $ 3,610,747 


 
These were the result of routine interfund transactions due to eliminating temporary deficit cash balances. 
 
Interfund Transfers 
 


  TRANSFERS OUT   
    Development  Other   
  General  Impact  Governmental   
  Fund  Fees  Funds  Total 


TRANSFERS 
IN 


        
   General Fund $ -  $ 370,492  $ 45,808  $ 416,300 
   Grants  1,000   -   394,361   395,361 
   Other Governmental 
      Funds 


 
 112,980 


  
 - 


  
 - 


  
 112,980 


        
    Total $ 113,980  $ 370,492  $ 440,169  $ 924,641 


 
During the year, interfund transfers were used to provide services and construct assets between funds. 


 
 
8) PENSION PLAN 


 
Plan Description 
 
All full time employees are eligible to participate in the City’s Miscellaneous Employee Pension Plan, a cost-
sharing multiple employer defined benefit pension plan administered by the California Public Employees’ 
Retirement System (CalPERS).  Benefit provisions under the Plan are established by State statute and City’s 
resolution.  CalPERS issues publicly available reports that include a full description of the pension plans 
regarding benefit provisions, assumptions and membership information that can be found on the CalPERS 
website.  Eligible employees hired after January 1, 2013 that, are considered new members as defined by the 
Public Employees’ Pension Reform Act (PEPRA) are participating in the PEPRA Miscellaneous Plan. 


  







City of Wildomar 
Notes to Financial Statements 


June 30, 2019 
 


 


45 


8) PENSION PLAN 
 
Benefits Provided 
 
CalPERS, provides service retirement and disability benefits, annual cost of living adjustments and death 
benefits to plan members, who must be public employees and beneficiaries.  Benefits are based on years of 
credited service as discussed above.  Members with five years of total service are eligible to retire at age 50 or 
52 if in the PEPRA Miscellaneous Plan with statutorily reduced benefits.  All members are eligible for non-
duty disability benefits after 10 years of service.  The system also provides for the Optional Settlement 2W 
Death Benefit, as well as the 1959 Survivor Benefit.  The cost of living adjustments for all plans are applied 
as specified by the Public Employees’ Retirement Law. 
 
The rate plan provisions and benefits in effect at June 30, 2019 are summarized as follows: 
 


  Miscellaneous 
  Prior to  On or After 
Hire Date  January 1, 2013  January 1, 2013(1) 


Benefit Formula  2.7% at 55+  2.0% at 62+ 
 Social Security Coverage  No  No 
 Full/Modified  Full  Full 
Final Average Compensation Period  12 months  12 months 
Sick Leave Credit  Yes  Yes 
Non-Industrial Disability  Standard  Standard 
Industrial Disability  No  No 
Pre-Retirement Death Benefits     
 Optional Settlement 2W  Yes  Yes 
 1959 Survivor Benefit Level  Level 4  Level 4 
 Special  No  No 
 Alternate (Firefighters)  No  No 
Post-Retirement Death Benefits     
 Lump Sum  $500  $500 
 Survivor Allowance (PRSA)  No  No 
 COLA  2%  2% 
 Required Employee Contribution Rates  7%  6.25% 
 Required Employer Contribution Rates  12.212%  6.842% 


 
(1) For employees hired on or after January 1, 2013, they are included in their respective PEPRA (California 


Public Employees’ Pension Reform Act) with the above provisions and benefits. 
 
Required Contribution 
 
Section 20814(c) of the California Public Employees’ Retirement Law requires that the employer contribution 
rates for all public employers be determined on an annual basis by the actuary and shall be effective on the 
July 1 following notice of a change in the rate.  The total plan contributions are determined through the 
CalPERS’ annual actuarial valuation process.  The actuarially determined rate is the estimated amount 
necessary to pay the Plan’s allocated share of the risk pool’s costs of benefits earned by employees during the  
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8) PENSION PLAN - Continued 
 
Required Contribution - Continued 
 
year, and any unfunded accrued liability.  The City is required to contribute the difference between the 
actuarially determined rate and the contribution rate of employees. 
 
The City’s and Wildomar Cemetery District’s (component unit) contributions to the Plan for the year ended 
June 30, 2019 were $122,136 and $22,343, respectively. 
 
Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions 
 
As of June 30, 2019, the City and Wildomar Cemetery District (component unit) reported a net pension 
liability for its proportionate share of the net pension liability of $160,169 and $203,561, respectively. 
 
The City’s net pension liability for the Plan is measured as the proportionate share of the net pension liability.  
The net pension liability of the Plan is measured as of June 30, 2018, and the total pension liability for each 
Plan used to calculate the net pension liability was determined by an actuarial valuation as of June 30, 2017 
rolled forward to June 30, 2018 using standard update procedures.  The City’s proportion of the net pension 
liability was based on a projection of the City’s long-term share of contributions to the pension plans relative 
to the projected contributions of all participating employers, actuarially determined.  The City’s proportionate 
share of the net pension liability for the Plan as of June 30, 2017 and 2018 measurement periods was as 
follows: 


  
City 


 Wildomar 
Cemetery District 


Proportion - June 30, 2017  0.00178%   0.00215% 
Proportion - June 30, 2018  0.00166%   0.00211% 
Change - Increase (Decrease)  (0.00012)%   (0.00004)% 


 
For the year ended June 30, 2019, the City recognized pension expense (credit) of $200,884.  At June 30, 
2019, the City reported deferred outflows of resources and deferred inflows of resources related to pensions 
from the following sources: 
 Deferred 


Outflows 
of Resources 


 Deferred 
Inflows 


of Resources 
    
Pension contributions subsequent to measurement date $ 122,136  $ - 
Changes of assumptions   13,785    - 
Differences between expected and actual experience   4,054    - 
Differences between projected and actual investment earnings   792    - 
Differences between employer’s contributions and proportionate 
 share of contributions 


 
  83,382 


  
  - 


Changes in employer’s proportion 89,190    (11,451) 
    
 Total $ 313,339  $ (11,451) 
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8) PENSION PLAN - Continued 
 
Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions - 
Continued 
 
$122,136 reported as deferred outflows of resources related to contributions subsequent to the measurement 
date will be recognized as a reduction in the net pension liability in the year ended June 30, 2020.  Other 
amounts reported as deferred outflows or deferred inflows of resources related to pensions will be recognized 
as pension expense as follows: 
 


  Deferred 
Year Ended  Outflows/Inflows 


June 30,  of Resources 
   


2020  $ 89,174 
2021   74,621 
2022   17,397 
2023   (1,440) 
2024   - 


Thereafter   - 
   


Total  $ 179,752 


 
 
Actuarial Methods and Assumptions Used to Determine Total Pension Liability 
 
For the measurement period ended June 30, 2018 (the measurement date), the total pension liability was 
determined by rolling forward the June 30, 2017 total pension liability.  The June 30, 2017 and June 30, 2018 
total pension liabilities were based on the following actuarial methods and assumptions: 
 


Actuarial Cost Method  
Actuarial Assumptions:  
 Discount Rate  7.15% 
 Inflation  2.50% 
 Projected Salary Increase Depending on age, service, and type of employment 
 Investment Rate of Return  7.50% 


 Mortality Rate Table (1) Derived using CalPERS’ Membership Data for all Funds 
 Post Retirement Benefit Increase Contract COLA up to 2.0% until Purchasing Power Protection 


Allowance Floor on Purchasing Power applies, 2.50% thereafter. 
  
(1) The Mortality Rate Table was derived using CalPERs’ membership data for all funds.  The table includes 15 


years of mortality improvements using Society of Actuaries Scale 90% of scale MP 2016.  For more details on 
this table, please refer to the December 2017 experience study report (based on CalPERS demographic data 
from 1997 to 2015) that can be found on the CalPERS website. 
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8) PENSION PLAN - Continued 
 
Discount Rate 
 
The discount rate used to measure the total pension liability was 7.15 percent.  The projection of cash flows 
used to determine the discount rate assumed that contributions from plan members will be made at the current 
member contributions rates and that contributions from employers will be made at statutorily required rates, 
actuarially determined.  Based on those assumptions, the Plan’s fiduciary net position was projected to be 
available to make all projected future benefit payments of current plan members.  Therefore, the long-term 
expected rate of return on plan investments was applied to all periods of project benefit payments to 
determine the total pension liability. 
 
The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension 
plan investment expense and inflation) are developed for each major asset class. 
 
In determining the long-term expected rate of return, staff took into account both short-term and long-term 
market return expectations as well as the expected pension fund cash flows.  Using historical returns of all the 
funds’ asset classes, expected compound (geometric) returns were calculated over the short-term (first 10 
years) and the long-term (11+ years) using a building-block approach.  Using the expected nominal returns 
for both short-term and long-term, the present value of benefits was calculated for each fund.  The expected 
rate of return was set by calculating the rounded single equivalent expected return that arrived at the same 
present value of benefits for cash flows as the one calculated using both short-term and long-term returns. The 
expected rate of return was then set equal to the single equivalent rate calculated above and adjusted to 
account for assumed administrative expenses. 
 
The table below reflects the long-term expected real rate of return by asset class. 
 


 
Asset Class(a) 


 Assumed Asset 
Allocation 


 Real Return 
Years 1 - 10(b) 


 Real Return 
Years 11+(c) 


       
Global Equity   50.0%   4.80%   5.98% 
Global Fixed Income   28.0%   1.00%  2.62% 
Inflation Assets   -   0.77%  1.80% 
Private Equity   8.0%   6.30%  7.23% 
Real Assets   13.0%   3.75%  4.93% 
Liquidity   1.0%   -  -0.92% 
      
 Total   100%    
      
(a) In the System’s CAFR, Fixed Income is included in Global Debt Securities; Liquidity is included 


in Short-term Investments; Inflation Assets are included in both Global Equity Securities and 
Global Debt Securities. 


(b) An expected inflation of 2.00% used for this period. 
(c) An expected inflation of 2.92% used for this period. 


  







City of Wildomar 
Notes to Financial Statements 


June 30, 2019 
 


 


49 


8) PENSION PLAN - Continued 
 
Discount Rate - Continued 
 
The following presents the City’s proportionate share of the net position liability for the Plan, calculated using 
the discount rate for the Plan, as well as what the City’s proportionate share of the net pension liability would 
be if it were calculated using a discount rate that is 1% point lower or 1% point higher than the current rate: 
 


  
City 


 Wildomar 
Cemetery District 


1% Decrease  6.15%   6.15% 
Net Pension Liability (Asset) $ 389,344  $ 288,787 
    
Current Discount Rate  7.15%   7.15% 
Net Pension Liability (Asset) $ 160,169  $ 203,561 
    
1% Increase  8.15%   8.15% 
Net Pension Liability (Asset) $ (29,010)  $ 133,208 


 
Pension Plan Fiduciary Net Position 
 
Detailed information about the Plan’s fiduciary net position is available in the separately issued CalPERS 
financial reports. 
 
 


9) OTHER POST-EMPLOYMENT BENEFITS (OPEB) 
 
Plan Description 
 
The City’s defined benefit postemployment healthcare plan provides medical benefits to eligible retired 
employees and qualified dependents.  A menu of benefit provisions as well as other requirements is established 
by State statute within the Public Employees’ Retirement Law.  CalPERS issues a Comprehensive Annual 
Financial Report (CAFR).  The CAFR is issued in aggregate and includes the sum of all CalPERS plans.  Copies 
of the CalPERS CAFR may be obtained from the CalPERS Executive Office, 400 P Street, Sacramento, 
California 95814. 
 
Funding Policy 
 
The contribution requirements of the City are established and may be amended by the City Council.  
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9) OTHER POST-EMPLOYMENT BENEFITS (OPEB) - Continued 
 
Employees Covered 
 
As of June 30, 2018 actuarial valuation, the following current and former employees were covered by the 
benefit terms under the Plan: 
 


Active employees   11 
Inactive employees or beneficiaries currently receiving benefits   2 
Inactive employees entitled to, but not yet receiving benefits   3 
Total   16 


 
Contributions 
 
The annual contribution is based on the actuarially determined contribution.  For the fiscal year ended June 
30, 2019, the City did not make any contributions to the Plan. 
 
Net OPEB Liability 
 
The City’s net OPEB liability was measured as of June 30, 2018 and the total OPEB liability used to calculate 
the net OPEB liability was determined by an actuarial valuation dated June 30, 2018 based on the following 
actuarial methods and assumptions: 
 


Actuarial Assumptions  
  
Discount Rate 3.75% 
Inflation 1.75% 
Salary Increases 3.00% plus merit 
Investment Rate of Return 3.75% 
Mortality Rate(1) Derived using CalPERS Membership Data for all funds 
Pre-Retirement Turnover(2) Derived using CalPERS Membership Data for all funds 
Healthcare Trend Rate 3.00% 


Notes: 
 
(1) Pre-retirement mortality information was derived from data collected during 1997 to 2011 CalPERS 


Experience Study dated January 2014 and post-retirement mortality information was derived from the 2007 to 
2011 CalPERS Experience Study.  The Experience Study Reports may be access on the CalPERS website 
www.calpers.ca.gov under Forms and Publications. 


 
(2) The pre-retirement turnover information was developed based on CalPERS specific data.  For more details, 


please refer to the 2007 to 2011 Experience Study Report.  The Experience Study Report may be accessed on 
the CalPERS website www.calpers.ca.gov under Forms and Publications. 
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9) OTHER POST-EMPLOYMENT BENEFITS (OPEB) - Continued 
 
Discount Rate 
 
The discount rate used to measure the total OPEB liability was 3.75 percent.  The projection of cash flows used 
to determine the discount rate assumed that City contributions will be made at rates equal to the actuarially 
determined contribution rates.  Based on those assumptions, the OPEB plan’s fiduciary net position was 
projected to be available to make all projected OPEB payments for current active and inactive employees and 
beneficiaries.  Therefore, the long-term expected rate of return on OPEB plan investments was applied to all 
periods of projects benefit payments to determine the total OPEB liability. 
 
Changes in the OPEB Liability 
 
The changes in the net OPEB liability for the Plan are as follows: 
 


  Increase (Decrease) 
  Total OPEB 


Liability 
(a) 


 Plan Fiduciary 
Net Position 


(b) 


 Net OPEB 
Liability/(Asset) 


(c) = (a) - (b) 
Balance at June 30, 2018       
(Valuation Date June 30, 2018)  $ 298,717  $ -  $ 298,717 
       
Changes Recognized for the Measurement Period:      
 Service Cost  21,295  -  21,295 
 Interest   11,202  -  11,202 
 Actual and Expected Experience Difference  7,834  -  7,834 
 Changes of Assumptions  -  -  - 
 Contribution - Employer  -  -  - 
 Net Investment Income  -  -  - 
 Benefit Payments  (6,506)  -  (6,506) 
 Administrative Expense  -  -  - 
       
  Net Changes  33,825  -  33,825 
       
Balance at June 30, 2019 
(Measurement Date June 30, 2018) 


  
$ 332,542 


  
$ - 


  
$ 332,542 


 
 
Sensitivity of the Net OPEB Liability to Changes in the Discount Rate 
 
The following presents the net OPEB liability of the City if it were calculated using a discount rate that is one 
percentage point lower or one percentage point higher than the current rate, for measurement period ended 
June 30, 2018: 


  
1% Decrease 


(2.75%) 


 Current 
Discount Rate 


(3.75%) 


  
1% Increase 


(4.75%) 
      
Net OPEB Liability $ 361,700  $ 332,542  $ 241,400 
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9) OTHER POST-EMPLOYMENT BENEFITS (OPEB) - Continued 
 
Sensitivity of the Net OPEB Liability to Changes in the Health Care Cost Trend Rates 
 
The following presents the net OPEB liability of the City if it were calculated using health care cost trend 
rates that are one percentage point lower or one percentage point higher than the current rate, for 
measurement period ended June 30, 2018: 
 


  
 


1% Decrease 
(2.00%) 


 Current 
Healthcare Cost 


Trend Rates 
(3.00%) 


  
 


1% Increase 
(4.00%) 


      
Net OPEB Liability $  266,500  $  332,542  $  353,400 


 
 
Recognition of Deferred Outflows and Deferred Inflows of Resources 
 
Gains and losses related to changes in total OPEB liability and fiduciary net position are recognized in OPEB 
expense systematically over time. 
 
Amounts are first recognized in OPEB expense for the year the gain or loss occurs.  The remaining amounts 
are categorized as deferred outflows and deferred inflows of resources related to OPEB and are to be 
recognized in future OPEB expense. 
 
The recognition period differs depending on the source of the gain or loss: 
 


Net difference between projected and actual 
   earnings on OPEB plan investments 


 
5 years 


  
All other amounts Expected average remaining service 


lifetime (EARSL)  
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9) OTHER POST-EMPLOYMENT BENEFITS (OPEB) - Continued 
 
OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB 
 
For the fiscal year ended June 30, 2019, the City recognized OPEB expense of $33,825.  As of fiscal year 
ended June 30, 2019, the City reported deferred outflows of resources related to OPEB from the following 
services: 


 Deferred 
Outflows of 
Resources 


 Deferred 
Inflows of 
Resources 


    
OPEB contributions subsequent to measurement date $ -  $ - 
Changes in assumptions  -  - 
Net differences between projected and actual earnings  
 on OPEB plan investments 


 
- 


  
(36,362) 


    
Total $ -  $ (36,362) 


 
The $0 reported as deferred outflows of resources related to contributions subsequent to the June 30, 2018 
measurement date as the valuation was for the same reporting period.  Other amounts reported as deferred 
outflows of resources related to OPEB will be recognized as expense as follows: 
 


  Deferred 
Year Ended  Outflow/(Inflows) 


June 30,  of Resources 
   


2020  $ (9,090) 
2021    (9,090) 
2022    (9,090) 
2023    (9,092) 
2024    - 


Thereafter    - 
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10) RISK MANAGEMENT 
 
The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors 
and omissions; and natural disasters for which the City obtains insurance coverage. 
 
The City is a member of the Public Agency Risk Sharing Authority of California - PARSAC (Authority), a joint 
powers authority, which provides joint protection programs for public entities covering automobile, general 
liability, errors and omission losses, workers’ compensation, and property claims.  Under the program, the City 
has a $5,000 retention limit similar to a deductible with the Authority being responsible for losses above that 
amount up to $1 million.  The Authority has additional coverage of $34 million in excess of its $1 million 
retention limit through affiliated risk management authorities.  The Authority also provides one billion dollars 
aggregate per occurrence property damage to its members with such coverage provided by purchased insurance. 
 
Liabilities of the City are reported when it is probable that a loss has occurred and the amount of the loss can be 
reasonable estimated.  Liabilities include an amount for claims that have been incurred by not reported (IBNRs).  
The result of the process to estimate the claims liability is not an exact amount as it depends on many complex 
factors, such as inflation, changes in legal doctrines, and damage awards.  Accordingly, claims are reevaluated 
periodically to consider the effects of economic and social factors.  The estimate of the claims liability also 
includes amounts for incremental claim adjustment expenses related to specific claims and other claim 
adjustment expenses regardless of whether allocated to specific claims.  Estimated recoveries, for example from 
salvage or subrogation, are another component of the claims liability estimate. 
 
The Authority covers workers’ compensation claims up to its self-insurance limit of $500,000.  The Local 
Agency Workers Compensation Excess Pool provides excess coverage to statutory limits.  The City pays an 
annual premium to the Authority and may share in any operating results.  Financial statements of the Public 
Agency Risk Sharing Authority of California (PARSAC) may be obtained from its administrative office located 
at 1525 Response Road, Suite One, Sacramento, California, 95815; www.parsac.org or by calling (916) 927-
7727. 
 
As of June 30, 2019, the City did not have any significant claims liability; therefore, no accrual was required.  
Claims settlements have not exceeded insurance coverage in each of the past four years. 
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11) FUND EQUITY 
 
The following had a deficit fund balance at June 30, 2019.  These deficits are expected to be eliminated through 
future revenues. 
 


Fund  Amount 
   
Grants Special Revenue Fund  $ (850,038) 
Gas Tax Special Revenue Fund  $ (448,995) 
Measure A Special Revenue Fund  $ (58,826) 
SLESF Special Revenue Fund  $ (53) 
Community Development Block Grant 
 Special Revenue Fund 


  
$ (294,822) 
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Actual Variance with
Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 1,552,339$        1,552,339$        1,552,339$        -$                       
Resources (Inflows):


Taxes 7,959,000          8,053,600          7,870,901          (182,699)            
Licenses and Permits 2,713,600          1,866,800          1,883,515      16,715                
Intergovernmental 57,200               2,642,000          2,625,137      (16,863)              
Charges for Services 11,700               11,700               11,465           (235)                   
Fines and Forfeitures 55,000               41,700               49,358               7,658                  
Use of Money and Property 5,300                 13,300               40,746               27,446                
Miscellaneous 5,500                 12,500               74,990               62,490                
Transfers In 560,100             425,400             416,300             (9,100)                


Amounts Available for 
Appropriations 12,919,739        14,619,339        14,524,751 (94,588)


Charges to Appropriations (Outflows):
General Government


City Council 172,600             176,000             179,675             (3,675)
City Manager 522,200             591,300             635,613             (44,313)
City Clerk 230,900             215,400             214,523             877
City Attorney 204,000             61,000               61,515               (515)
Administrative Services 454,100             610,400             614,788             (4,388)
Non-departmental 601,400             745,400             687,119             58,281
Community Services 70,500               115,700             118,364             (2,664)
Marna O'Brien Park -                        18,500               9,345                 9,155
Windsong Park -                        -                        775                    (775)
Ball Fields 13,600               18,600               15,036               3,564
Malaga Park -                        1,200                 1,075                 125


Public Safety
Police 3,468,100          4,847,600          4,713,705          133,895
Fire 2,825,000          2,782,300          2,598,647          183,653
Animal Control 490,700             477,100             496,785             (19,685)
OEM 29,500               21,500               29,261               (7,761)


Community Development
Building and Safety 382,300             381,700             473,801             (92,101)
Planning 209,400             252,000             253,785             (1,785)
Code Enforcement 129,800             192,800             191,523             1,277
Deposit Based Projects 1,376,100          1,105,100          1,334,381          (229,281)
Planning Commission 18,500               68,600               64,968               3,632


Public Works 243,600             259,900             272,765             (12,865)
Transfers Out -                        2,600                 113,980             (111,380)            


Total Charges to Appropriations 11,442,300        12,944,700        13,081,429        (136,729)            


Budgetary Fund Balance, June 30 1,477,439$        1,674,639$        1,443,322$        (231,317)$          


City of Wildomar
Budgetary Comparison Schedule by Department


General Fund
Year Ended June 30, 2019


Budgeted Amounts
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Actual Variance with
Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 4,836,211$         4,836,211$        4,836,211$        -$                       
Resources (Inflows):


Use of Money and Property -                          -                         21,583 21,583
Developer Participation 1,554,500 607,500 526,149 (81,351)              
Miscellaneous -                          -                         55,500 55,500               


Amounts Available for 
Appropriations 6,390,711           5,443,711          5,439,443 (4,268)


Charges to Appropriations (Outflows):
General Government -                          -                         8,156 (8,156)
Community Development -                          105,900             87,976 17,924
Public Works 1,357,300           24,800               132,783 (107,983)
Capital Outlay -                          11,300               1,334 9,966
Transfers Out 101,300              154,000             370,492 (216,492)


Total Charges to Appropriations 1,458,600           296,000             600,741             (304,741)            


Budgetary Fund Balance, June 30 4,932,111$         5,147,711$        4,838,702$        (309,009)$          


City of Wildomar
Budgetary Comparison Schedule


Development Impact Fees
Year Ended June 30, 2019


Budgeted Amounts
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Actual Variance with
Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 (2,417,599)$        (2,417,599)$        (2,417,599)$        -$                        
Resources (Inflows):


Intergovernmental 8,626,800           6,404,900           5,192,823           (1,212,077)          
Use of Money and Property -                          -                          41                       41                       
Transfers In -                          -                          395,361              395,361              


Amounts Available for 
Appropriations 6,209,201 3,987,301 3,170,626 (816,675)


Charges to Appropriations (Outflows):
General Government -                          21,700                52,460 (30,760)
Public Works -                          24,600                14,068                10,532
Capital Outlay 8,819,200           6,169,400           3,954,136           2,215,264           


Total Charges to Appropriations 8,819,200           6,215,700           4,020,664           2,195,036           


Budgetary Fund Balance, June 30 (2,609,999)$        (2,228,399)$        (850,038)$           1,378,361$         


City of Wildomar
Budgetary Comparison Schedule


Grants
Year Ended June 30, 2019


Budgeted Amounts
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City of Wildomar 
Schedule of the City’s Proportionate Share of the Net Pension Liability 


CalPERS Pension Plan 
Last Ten Years* 


As of June 30, 2019 
 


 
Primary Government: City 
 


        Proportionate Share  Plan Fiduciary 
        of the Net Pension  Net Position as a 
  Proportion of the  Proportionate Share    Liability as a   Percentage of the 


Fiscal  Net Pension  of the Net Pension    Percentage of   Total Pension 
Year  Liability  Liability  Covered Payroll  Covered Payroll  Liability 


           
2015  0.00398%  $ 98,405  $ 564,727  17.43%  81.15% 
2016  0.00329%  $ 90,222  $ 890,684  10.13%  87.60% 
2017  0.00359%  $ 124,553  $ 868,158  14.35%  87.55% 
2018  0.00447%  $ 176,110  $ 1,028,756  17.12%  85.58% 
2019  0.00425%  $ 160,169  $ 1,110,538  14.42%  95.47% 


 
 
Component Unit: Wildomar Cemetery District 
 
 


        Proportionate Share  Plan Fiduciary 
        of the Net Pension  Net Position as a 
  Proportion of the  Proportionate Share    Liability as a   Percentage of the 


Fiscal  Net Pension  of the Net Pension    Percentage of  Total Pension 
Year  Liability  Liability  Covered Payroll  Covered Payroll  Liability 


           
2016  0.00249%  $ 171,037  $ -  0%  70.99% 
2017  0.00226%  $ 195,159  $ -  0%  67.26% 
2018  0.00215%  $ 213,644  $ -  0%  66.49% 
2019  0.00211%  $ 203,561  $ -  0%  67.69% 


 
 
 
Notes to Schedule: 
 
Benefit Changes.  In 2019, there was no benefit terms modified. 
 
Changes in Assumptions.  For the 2018 fiscal year the discount rate was changed from 7.65 percent to 7.15 percent.  
In the 2017 fiscal year the discount rate changed from 7.5 percent to 7.65 percent to correct for an adjustment to 
exclude administrative expenses. 
 
Plan’s Fiduciary Net Position.  The Plan’s Fiduciary Net Position is based on the City’s proportionate share of the 
CalPERS Miscellaneous Risk Pool. 
 
 
*Fiscal year 2015 was the 1st year of implementation, therefore only five years are shown. 
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City of Wildomar 
Schedule of Contributions 


CalPERS Pension Plan 
Last Ten Years* 


As of June 30, 2019 
 


 
 
Primary Government: City 
 
 


  Contractually  Contributions in       
  Required  Relation to the       
  Contribution  Actuarially      Contributions as a 


Fiscal  (Actuarially  Determined  Contribution    Percentage of  
Year  Determined)  Contribution  Deficiency (Excess)  Covered Payroll  Covered Payroll 


           
2015  $ 196,524  $ (196,524)  $ -  $ 890,684  22.06% 
2016  $ 85,106  $ (85,106)  $ -  $ 868,158    9.80% 
2017  $ 111,100  $ (111,100)  $ -  $ 1,028,756  10.80% 
2018  $ 115,449  $ (115,449)  $ -  $ 1,110,538  10.40% 
2019  $ 122,136  $ (122,136)  $ -  $ 1,131,704  10.79% 


 
 
 
Component Unit: Wildomar Cemetery District 
 
 


  Contractually  Contributions in       
  Required  Relation to the       
  Contribution  Actuarially      Contributions as a 


Fiscal  (Actuarially  Determined  Contribution    Percentage of  
Year  Determined)  Contribution  Deficiency (Excess)  Covered Payroll(2)  Covered Payroll 


           
2016  $ 13,537  $ (13,537)  $ -  $ -  0% 
2017  $ 15,113  $ (15,113)  $ -  $ -  0% 
2018  $ 17,619  $ (17,619)  $ -  $ -  0% 
2019  $ 22,343  $ (22,343)  $ -  $ -  0% 


 
 


*Fiscal year 2015 was the 1st year of implementation, therefore only five years are shown. 
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City of Wildomar 
Schedule of Changes in the Net OPEB Liability and Related Ratios for 


Measurement Periods Ended June 30, 
 
 
 


Measurement Period 2018  2019 
Total OPEB Liability    
 Service Cost $ 21,295  $ 21,295 
 Interest on the Total OPEB Liability  9,988   11,202 
 Actual and Expected Experience Difference  7,834   7,834 
 Changes in Assumptions  -   - 
 Changes in Benefit Terms  -   - 
 Benefit Payments  (6,745)   (6,506) 
    
 Net Change in Total OPEB Liability  32,372   33,825 
 Total OPEB Liability - Beginning  266,345   298,717 


 Total OPEB Liability - Ending (a) $ 298,717  $ 332,542 


    
Plan Fiduciary Net Position    
 Contributions - Employer $ -  $ - 
 Net Investment Income  -   - 
 Benefit Payments  -   - 
 Administrative Expense  -   - 
    
 Net Change in Plan Fiduciary Net Position  -   - 
 Plan Fiduciary Net Position - Beginning  -   - 


 Plan Fiduciary Net Position - Ending (b) $ -  $ - 
    
 Net OPEB Liability - Ending (a)-(b) $ 298,717  $ 332,542 


    
 Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability  0.0%   0.0% 
 Covered Payroll $ 993,955  $ 1,110,538 
 Net OPEB Liability as a Percentage of Covered Payroll  30.05%   29.94% 


 
 
Notes to Schedule: 
 
Historical information is required only for measurement periods for which GASB 75 is applicable.  Future years’ 
information will be displayed up to 10 years as information becomes available. 
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City of Wildomar 
Schedule of Contributions - OPEB 


Last Ten Fiscal Years 
 
 
Fiscal Year Ended June 30,   2018(1)      2019(1) 


    
Actuarially Determined Contribution (ADC)   N/A    N/A 
Contributions in Relation to the ADC  N/A   N/A 
 Contribution Deficiency (Excess)  N/A   N/A 


Covered-Employee Payroll $ 993,955  $ 1,110,538 
    
Contributions as a percentage of covered-employee payroll   0%    0% 


 
 
Notes to Schedule: 
 
(1) No Actuarially Determined Contribution (ADC) was calculated for the Plan. 


 
Historical information is required only for measurement periods for which GASB 75 is applicable. 
Future years’ information will be displayed up to 10 years as information become available. 
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City of Wildomar 
Notes to Required Supplementary Information 


June 30, 2019 
 
 
Budgets and Budgetary Data 
 
Budgets for governmental funds are adopted on a basis consistent with generally accepted accounting principles 
(GAAP). 
 
The City Council approves each year’s budget prior to the beginning of the new fiscal year.  Public hearings are 
conducted prior to its adoption by the Council.  Supplemental appropriations, were required during the period, are 
also approved by the Council.  In most cases, expenditures may not exceed appropriations at the function level.  At 
fiscal year-end, all operating budget appropriations lapse. 
 
Excess of Expenditures over Appropriations 
 
Expenditures exceeded appropriations in the categories in the following funds: 
 


Department  Appropriations  Expenditures  Excess 
       
General Government:       
 City Council  $ 176,000  $ 179,675  $ (3,675) 
 City Manager   591,300   635,613   (44,313) 
 City Attorney   61,000   61,515   (515) 
 Administrative Services   610,400   614,788   (4,388) 
 Community Services   115,700   118,364   (2,664) 
 Windsong Park   -   775   (775) 
Public Safety:       
 Animal Control   477,100   496,785   (19,685) 
 OEM   21,500   29,261   (7,761) 
Community Development:       
 Building and Safety   381,700   473,801   (92,101) 
 Planning   252,000   253,785   (1,785) 
 Deposit Based Projects   1,105,100   1,334,381   (229,281) 
Public Works   259,900   272,765   (12,865) 
Transfers   2,000   113,980   (111,380) 
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Air Quality
Management


Measure AA Gas Tax District Measure A


ASSETS
Pooled Cash and Investments -$                       -$                       112,541$            -$                     
Restricted Cash and Investments -                         -                         -                         -                       
Receivables:


Accounts -                         -                         -                         -                       
Grants -                         -                         -                         -                       
Accrued Interest -                         -                         -                         -                       


Due from Other Governments 512,414              118,761              12,202                172,579            
Due from Other Funds 71,352                -                         -                         -                       
Prepaid Items -                         -                         -                         -                       


Total Assets 583,766$            118,761$            124,743$            172,579$          


LIABILITIES 
Accounts Payable -$                       80,357$              -$                       38,140$            
Accrued Liabilities -                         3,160                  -                         1,580                
Due to Other Funds -                         484,239              -                         191,685            


Total Liabilities -                         567,756              -                         231,405            


DEFERRED INFLOWS OF RESOURCES
Unavailable Revenues - Intergovernmental -                         -                         -                         -                       


Total Deferred Inflows of Resources -                         -                         -                         -                       


FUND BALANCES
Nonspendable -                         -                         -                         -                       
Restricted for:


Community Development Projects -                         -                         -                         -                       
Public Safety 583,766              -                         -                         -                       
Public Works -                         -                         124,743              -                       
Capital Projects -                         -                         -                         -                       
Debt Service -                         -                         -                         -                       


Unassigned -                         (448,995)            -                         (58,826)             


Total Fund Balances 583,766 (448,995) 124,743 (58,826)


Total Liabilities, Deferred Inflows of  
Resources and Fund Balances 583,766$            118,761$            124,743$            172,579$          


Special Revenue Funds


City of Wildomar
Combining Balance Sheet 


Non-major Governmental Funds
June 30, 2019
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Community
Development Measure Z Assessment Capital


SLESF TDA Block Grant Park Districts Reinvestment


-$                     -$                     -$                     251,454$          1,112,630$       -$                     
-                       -                       -                       -                       -                       -                       


-                       -                       -                       500                   -                       -                       
-                       663,403            398,146            -                       -                       -                       
-                       -                       -                       -                       -                       -                       
-                       -                       3,000                20,296              9,021                -                       
-                       -                       -                       -                       398,699            206,055            
-                       -                       -                       1,500                -                       -                       


-$                     663,403$          401,146$          273,750$          1,520,350$       206,055$          


-$                     -$                     175,998$          21,982$            57,066$            11,402$            
-                       -                       -                       11,044              -                       -                       


53                     663,403            242,085            -                       333,346            -                       


53                     663,403            418,083            33,026              390,412            11,402              


-                       -                       277,885            -                       -                       -                       


-                       -                       277,885            -                       -                       -                       


-                       -                       -                       1,500                -                       -                       


-                       -                       -                       239,224            -                       -                       
-                       -                       -                       -                       -                       -                       
-                       -                       -                       -                       -                       -                       
-                       -                       -                       -                       1,129,938         194,653            
-                       -                       -                       -                       -                       -                       


(53)                   -                       (294,822)           -                       -                       -                       


(53) -                       (294,822) 240,724 1,129,938 194,653


-$                     663,403$          401,146$          273,750$          1,520,350$       206,055$          


Continued


Special Revenue Funds Funds
Capital Project
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Debt Service
Fund Total


Non-Major
Streetlight Governmental


Fund Funds


ASSETS
Pooled Cash and Investments -$                     1,476,625$        
Restricted Cash and Investments 353,792            353,792             
Receivables:


Accounts -                       500                    
Grants -                       1,061,549          
Accrued Interest 589                   589                    


Due from Other Governments -                       848,273             
Due from Other Funds -                       676,106             
Prepaid Items 19,399              20,899               


Total Assets 373,780$          4,438,333$        


LIABILITIES 
Accounts Payable 20,730$            405,675$           
Accrued Liabilities -                       15,784               
Due to Other Funds -                       1,914,811          


Total Liabilities 20,730              2,336,270          


DEFERRED INFLOWS OF RESOURCES
Unavailable Revenues - Intergovernmental -                       277,885             


Total Deferred Inflows of Resources -                       277,885             


FUND BALANCES
Nonspendable 19,399              20,899               
Restricted for:


Community Development Projects -                       239,224             
Public Safety -                       583,766             
Public Works -                       124,743             
Capital Projects -                       1,324,591          
Debt Service 333,651            333,651             


Unassigned -                       (802,696)           


Total Fund Balances 353,050 1,824,178


Total Liabilities, Deferred Inflows of  
Resources and Fund Balances 373,780$          4,438,333$        


City of Wildomar
Combining Balance Sheet - Continued


Non-major Governmental Funds
June 30, 2019
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Air Quality
Management


Measure AA Gas Tax District Measure A


REVENUES
Taxes 634,302$           -$                       -$                       -$                     
Intergovernmental -                         1,412,748          47,067               705,711            
Charges for Services -                         -                         -                         -                       
Use of Money and Property -                         17                      122                    13                     
Miscellaneous -                         -                         -                         -                       


Total Revenues 634,302             1,412,765          47,189               705,724            


EXPENDITURES
Current:


General Government -                         -                         122                    -                       
Public Safety -                         -                         -                         -                       
Community Development 8,300                 -                         -                         -                       
Public Works -                         1,275,397          -                         312,070            


Capital Outlay 42,236               -                         -                         222,211            
Debt Service:


Cost of Issuance -                         -                         -                         -                       


Total Expenditures 50,536               1,275,397          122                    534,281            


Excess (Deficiency) of Revenues
Over (Under) Expenditures 583,766             137,368             47,067               171,443            


OTHER FINANCING SOURCES (USES)
Proceeds from Loan -                         -                         -                         -                       
Transfers In -                         -                         -                         -                       
Transfers Out -                         -                         (2,300)                (233,569)           


Total Other Financing Sources (Uses) -                         -                         (2,300)                (233,569)           


Net Change in Fund Balances 583,766             137,368             44,767               (62,126)             


Fund Balances - Beginning of Year -                         (586,363)            79,976               3,300                


Fund Balances - End of Year 583,766$           (448,995)$          124,743$           (58,826)$           


For the Year Ended June 30, 2019


Special Revenue Funds


City of Wildomar
Combining Statement of Revenues, Expenditures and Changes in Fund Balances


Non-Major Governmental Funds


67







Community
Development Measure Z Assessment Capital


SLESF TDA Block Grant Park Districts Reinvestment


-$                     -$                     -$                     -$                     -$                     -$                     
148,747            663,403            246,458            351,537            910,855            -                       


-                       -                       -                       25,557              -                       -                       
92                     -                       -                       203                   1,673                258                   


-                       -                       3,000                -                       -                       -                       


148,839            663,403            249,458            377,297            912,528            258                   


92                     -                       412,349            26,142              173,568            638                   
-                       -                       -                       -                       84,100              -                       
-                       -                       -                       323,548            -                       -                       
-                       96,292              -                       -                       306,462            36,550              
-                       -                       33,583              -                       3,500                86,559              


-                       -                       -                       -                       -                       -                       


92                     96,292              445,932            349,690            567,630 123,747


148,747            567,111            (196,474)           27,607              344,898 (123,489)


-                       -                       -                       -                       -                       -                       
-                       -                       -                       -                       -                       112,980            


(148,800)           -                       -                       -                       (55,500)             -                       


(148,800)           -                       -                       -                       (55,500)             112,980            


(53)                   567,111            (196,474)           27,607              289,398            (10,509)             


-                       (567,111)           (98,348)             213,117            840,540            205,162            


(53)$                 -$                     (294,822)$         240,724$          1,129,938$       194,653$          


Continued


Capital Project
FundsSpecial Revenue Funds
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Debt Service
Fund Total


Non-Major
Streetlight Governmental


Fund Funds


REVENUES
Taxes -$                     634,302$            
Intergovernmental -                       4,486,526           
Charges for Services -                       25,557                
Use of Money and Property 2,794                5,172                  
Miscellaneous -                       3,000                  


Total Revenues 2,794                5,154,557           


EXPENDITURES
Current:


General Government 1,330                614,241              
Public Safety -                       84,100                
Community Development -                       331,848              
Public Works -                       2,026,771           


Capital Outlay 1,136,884         1,524,973           
Debt Service:


Cost of Issuance 37,000              37,000                


Total Expenditures 1,175,214         4,618,933           


Excess (Deficiency) of Revenues
Over (Under) Expenditures (1,172,420)        535,624              


OTHER FINANCING SOURCES (USES)
Proceeds from Loan 1,525,470         1,525,470           
Transfers In -                       112,980              
Transfers Out -                       (440,169)             


Total Other Financing Sources (Uses) 1,525,470         1,198,281           


Net Change in Fund Balances 353,050            1,733,905           


Fund Balances - Beginning of Year -                       90,273                


Fund Balances - End of Year 353,050$          1,824,178$         


City of Wildomar


Non-Major Governmental Funds
For the Year Ended June 30, 2019


Combining Statement of Revenues, Expenditures and Changes in Fund Balances - Continued
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 -$                      -$                      -$                      -$                      
Resources (Inflows):


Taxes -                        475,000            634,302            159,302            


Amounts Available for Appropriations -                        475,000 634,302 159,302


Charges to Appropriations (Outflows):
Community Development -                        25,000              8,300                16,700
Capital Outlay -                        275,000            42,236              232,764            


Total Charges to Appropriations -                        300,000 50,536 249,464


Budgetary Fund Balance, June 30 -$                      175,000$          583,766$          408,766$          


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - Measure AA
For the Year Ended June 30, 2019


Budgeted Amounts
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 (586,363)$        (586,363)$        (586,363)$        -$                      
Resources (Inflows):


Intergovernmental 827,900            1,576,900         1,412,748 (164,152)
Use of Money and Property -                        -                        17                     17                     


Amounts Available for Appropriations 241,537 990,537 826,402 (164,135)


Charges to Appropriations (Outflows):
Public Works 769,280            1,453,600         1,275,397 178,203
Transfers Out 76,600 -                        -                        -                        


Total Charges to Appropriations 845,880 1,453,600 1,275,397 178,203


Budgetary Fund Balance, June 30 (604,343)$        (463,063)$        (448,995)$        14,068$            


Budgeted Amounts


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - Gas Tax
For the Year Ended June 30, 2019
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 79,976$            79,976$            79,976$            -$                      
Resources (Inflows):


Intergovernmental 36,400              57,400              47,067 (10,333)
Use of Money and Property -                        -                        122                   122                   


Amounts Available for Appropriations 116,376 137,376 127,165 (10,211)


Charges to Appropriations (Outflows):
General Government -                        -                        122 (122)
Public Works -                        6,000                -                        6,000
Capital Outlay 45,000 45,000 -                        45,000
Transfers Out 1,200 1,200 2,300                (1,100)


Total Charges to Appropriations 46,200 52,200 2,422 49,778


Budgetary Fund Balance, June 30 70,176$            85,176$            124,743$          39,567$            


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - Air Quality Management District
For the Year Ended June 30, 2019


Budgeted Amounts
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 3,300$              3,300$              3,300$              -$                      
Resources (Inflows):


Intergovernmental 616,000 702,600 705,711 3,111
Use of Money and Property -                        -                        13                     13                     


Amounts Available for Appropriations 619,300 705,900 709,024 3,124


Charges to Appropriations (Outflows):
Public Works 46,900 416,600 312,070 104,530
Capital Outlay -                        327,600 222,211            105,389
Transfers Out 20,000 49,300 233,569            (184,269)


Total Charges to Appropriations 66,900 793,500 767,850 25,650


Budgetary Fund Balance, June 30 552,400$          (87,600)$          (58,826)$          28,774$            


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - Measure A
For the Year Ended June 30, 2019


Budgeted Amounts
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 -$                      -$                      -$                      -$                      
Resources (Inflows):


Intergovernmental 100,000 148,800 148,747 (53)
Use of Money and Property -                        -                        92 92


Amounts Available for Appropriations 100,000 148,800 148,839 39


Charges to Appropriations (Outflows):
General Government -                        -                        92 92
Transfers Out 100,000 148,800 148,800            -                        


Total Charges to Appropriations 100,000 148,800 148,892 (92)                   


Budgetary Fund Balance, June 30 -$                      -$                      (53)$                 (53)$                 


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - SLESF
For the Year Ended June 30, 2019


Budgeted Amounts
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 (567,111)$        (567,111)$        (567,111)$        -$                      
Resources (Inflows):


Intergovernmental -                        567,200            663,403            96,203              


Amounts Available for Appropriations (567,111) 89 96,292 96,203              


Charges to Appropriations (Outflows):
Public Works -                        18,400              96,292              (77,892)            


Total Charges to Appropriations -                        18,400 96,292 (77,892)


Budgetary Fund Balance, June 30 (567,111)$        (18,311)$          -$                      18,311$            


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - TDA
For the Year Ended June 30, 2019


Budgeted Amounts
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 (98,348)$          (98,348)$          (98,348)$          -$                      
Resources (Inflows):


Intergovernmental -                        514,800 246,458            (268,342)
Miscellaneous Revenues -                        -                        3,000                3,000


Amounts Available for Appropriations (98,348) 416,452 151,110 (265,342)


Charges to Appropriations (Outflows):
General Government -                        382,300            412,349            (30,049)
Community Development -                        400                   -                        400                   
Capital Outlay -                        33,700              33,583              117


Total Charges to Appropriations -                        416,400 445,932            (29,532)


Budgetary Fund Balance, June 30 (98,348)$          52$                   (294,822)$        (294,874)$        


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - Community Development Block Grant
For the Year Ended June 30, 2019


Budgeted Amounts
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 213,117$          213,117$          213,117$          -$                      
Resources (Inflows):


Intergovernmental 369,400 369,400 351,537 (17,863)
Charges for Services 45,600 47,300 25,557 (21,743)
Use of Money and Property -                        -                        203                   203                   


Amounts Available for Appropriations 628,117 629,817 590,414 (39,403)


Charges to Appropriations (Outflows):
General Government 33,300              28,000              26,142              1,858
Community Development 340,100            409,300            323,548            85,752
Capital Outlay 2,000                -                        -                        -                        


Total Charges to Appropriations 375,400 437,300 349,690 87,610


Budgetary Fund Balance, June 30 252,717$          192,517$          240,724$          48,207$            


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - Measure Z Park
For the Year Ended June 30, 2019


Budgeted Amounts
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 840,540$          840,540$          840,540$          -$                      
Resources (Inflows):


Intergovernmental 953,400 930,300 910,855 (19,445)
Use of Money and Property 1,673 1,673
Transfers In -                        -                        -                        -                        


Amounts Available for Appropriations 1,793,940 1,770,840 1,753,068 (17,772)


Charges to Appropriations (Outflows):
General Government -                        313,300 173,568 139,732
Public Safety -                        -                        84,100 (84,100)
Public Works 218,000            493,000            306,462 186,538
Capital Outlay 3,500 (3,500)
Transfers Out 147,200            153,300            55,500              97,800


Total Charges to Appropriations 365,200 959,600 623,130 336,470


Budgetary Fund Balance, June 30 1,428,740$       811,240$          1,129,938$       318,698$          


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - Assessment Districts
For the Year Ended June 30, 2019


Budgeted Amounts
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 205,162$          205,162$          205,162$          -$                      
Resources (Inflows):


Use of Money and Property -                        -                        258 258                   
Transfers In -                        62,600 112,980            50,380              


Amounts Available for Appropriations 205,162            267,762            318,400 50,638              


Charges to Appropriations (Outflows):
General Government -                        -                        638 (638)
Public Works -                        51,700              36,550              15,150
Capital Outlay -                        216,000            86,559              129,441


Total Charges to Appropriations -                        267,700            123,747            143,953


Budgetary Fund Balance, June 30 205,162$          62$                   194,653$          194,591$          


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - Capital Reinvestment
For the Year Ended June 30, 2019


Budgeted Amounts
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Variance
Actual with


Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 -$                      -$                      -$                      -$                      
Resources (Inflows):


Use of Money and Property -                        -                        2,794 2,794                
Proceeds from Loan -                        -                        1,525,470         1,525,470         


Amounts Available for Appropriations -                        -                        1,528,264 1,528,264         


Charges to Appropriations (Outflows):
General Government -                        -                        1,330 (1,330)
Capital Outlay -                        -                        1,136,884         (1,136,884)
Cost of Issuance -                        -                        37,000              (37,000)


Total Charges to Appropriations -                        -                        1,175,214         (1,175,214)


Budgetary Fund Balance, June 30 -$                      -$                      353,050$          353,050$          


City of Wildomar
Schedule of Revenues, Expenditures and Changes in Fund Balances


Budget and Actual - Streetlight Fund
For the Year Ended June 30, 2019


Budgeted Amounts
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Contents


Fund Balances of Governmental Funds


Assessed Value and Estimated Actual Value of Taxable Property


Direct and Overlapping Property Tax Rates


Revenue Capacity ‐ These schedules contain information to help the reader assess the factors 


affecting the City's ability to generate its property taxes.


Debt Capacity ‐ These schedules present information to help the reader assess the affordability of 


the City's current levels of outstanding debt and the City's ability to issue additional debt in the 


Demographic and Economic Information ‐ These schedules offer demographic and economic 


indicators to help the reader understand the environment in which the City's financial activities take 


place as well as allow comparisons over time and with other governments.


Statistical Section


This section of the City of Wildomar's Comprehensive Annual Financial Report presents detailed 


information as a context for understanding what the information in the financial statements, note 


disclosures, and required supplementary information says about the City's overall financial health.


Legal Debt Margin Information


Financial Trends ‐ These schedules contain trend information to help the reader understand how the 


City's financial performance and well being have changed over time. As a newly incorporated City, 


information relative to the exact city boundaries prior to incorporation is not readily available in 


most cases. Therefore trend information will be developed over time and reported annually.


Principal Property Tax Payers


Property Tax Levies and Collections


Ratio of Outstanding Debt by type


Net Position by Component


Changes in Net Position


Changes in Fund Balances of Governmental Funds


Sources: Unless otherwise noted, the information in these schedules is derived from various internal 


and other governmental and non‐governmental sources where reliability of the data could be 


ascertained.


Operating Information ‐ These schedules contain information about the City's operations and 


resources in order to help the reader understand how the City's financial information related to the 


Operating Indicators by Function/ Program


Miscellaneous Statistics


Direct and Overlapping Governmental Activities


Full‐time Equivalent City Government Employees by Function/Program


Capital Asset Statistics by Function/Program


Demographic and Economic Statistics


Top Employers
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(Accrual Basis of Accounting)


2019 2018 2017 2016
Governmental Activities


29,815,490$    27,511,461$    24,487,895$      23,919,815$   


  Community Development Projects 5,077,926         5,049,328         4,807,087          3,541,211       
  Public Safety ‐                     ‐                     ‐                      18,180             
  Public Works 124,743            79,976               367,868             249,576           
  Capital Projects 1,324,591         1,045,702         409,383             232,411           
  Cemetery ‐                     ‐                     ‐                      ‐                        
Debt Service 333,651           
Nonexpendable ‐                     ‐                     ‐                      ‐                        


1,157,175         652,571            134,019             457,120           
Total Governmental Activities Net Position 37,833,576$    34,339,038$    30,206,252$     28,418,313$   


*Note: Wildomar Cemetery District (District) is included in fiscal years 2012 to 2015. 
  The District became a subsidiary of the City in fiscal year 2012.  However, for fiscal year 2016
  the District is not included in the governmental activities and its operations are discretely 
  presented in the financial statements.


Source: City Finance Department


Unrestricted


CITY OF WILDOMAR


Net Position by Component*


Restricted for:
Net Investment in Capital Assets


Fiscal Year
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Fiscal Year


2015 2014 2013 2012 2011 2010


23,067,562$    24,394,130$    23,349,508$    11,725,170$    12,329,670$    13,341,779$   


2,579,164        2,640,489        2,108,884        715,474            780,098            617,689           
5,198                226                    1,689,442        1,997,091        1,943,203        1,763,914        


714,148            1,352,511        483,243            ‐                         ‐                         ‐                         
136,195            ‐                         ‐                         ‐                         ‐                         ‐                         


1,690,565        1,649,080        1,590,386        1,331,920        ‐                         ‐                         


90,000              90,000              ‐                         ‐                         ‐                         ‐                         
(1,016,700)       (921,235)          (1,420,547)       (628,995)          (537,891)          (818,416)          
27,266,132$    29,205,201$    27,800,916$    15,140,660$    14,515,080$    14,904,966$   
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(Accrual Basis of Accounting)


2019 2018 2017 2016


  General Government 2,991,766$         2,469,147$         2,494,133$         2,465,875$      
7,953,196           5,957,516           5,517,602           5,109,023        
2,738,282           2,660,031           2,389,801           2,569,072        
219,647              219,647              219,647              219,647           


4,235,880           3,508,423           3,272,317           3,649,428        
  Interest on long‐term debt ‐                        ‐                        ‐                        ‐                         
Total Governmental Activities Expenses 18,138,771$      14,814,764$      13,893,500$      14,013,045$   


    General Government 380,352$            898,352$            1,539,067$         636,577$         
    Public Safety 45,395                10,581                10,466                11,630             


2,075,499           2,054,708           2,397,374           2,773,440        
11,291                15,570                7,832                    4,673               


423,706              239,777              230,197              299,806           
Total Charges for Services 2,936,243$        3,218,988$        4,184,936$        3,726,126$     


  General Government 515,621$            479,537$            502,469$            340,463$         
148,747              116,667              139,416              143,942           
597,995              545,537              387,589              339,399           


  Parks and Recreation ‐                        ‐                        ‐                        ‐                         
2,008,341           3,230,361           3,398,998           2,497,709        


Total Operating Contributions and Grants 3,270,704$        4,372,102$        4,428,472$        3,321,513$     


Capital Contributions and Grants:


  Community Development ‐$                          ‐$                          ‐$                          ‐$                  


4,106,559           ‐                            ‐                            884,658           


‐                            ‐                            ‐                            ‐                         


Total Capital Contributions and Grants 4,106,559$         ‐$                          ‐$                          884,658$         


Total Governmental Activities Program


Revenues 10,313,506$      7,591,090$        8,613,408$        7,932,297$     


(7,825,265)$       (7,223,674)$       (5,280,092)$       (6,080,748)$    


*Note: Wildomar Cemetery District (District) is included in fiscal years 2012 to 2015. 
  The District became a subsidiary of the City in fiscal year 2012.  However, for fiscal year 2016
  the District is not included in the governmental activities and its operations are discretely 
  presented in the financial statements.


  Community Development


  Community Development


Operating Contributions and Grants:


  Public Safety


PROGRAM REVENUES


Governmental Activities:


CITY OF WILDOMAR


Changes in Net Position*


EXPENSES
Governmental Activities:


  Public Safety


Fiscal Year


Source: City Finance Department


  Parks and Recreation
  Public Works


  Public Works


TOTAL NET REVENUES (EXPENSES)


  Charges for Services:


    Parks and Recreation
    Community Development


    Public Works


  Interest on long‐term debt


  Public Works
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2015 2014 2013 2012 2011 2010


2,320,203$       2,110,310$       2,496,792$       1,923,733$       2,231,313$       1,798,566$      
4,834,799         4,087,138         4,394,931         3,996,420         5,413,023         5,378,962        
3,058,008         2,881,440         1,818,348         1,253,984         1,069,198         1,786,894        
425,006            405,589            219,707            303,190            297,168            341,458           


4,435,300         2,570,554         2,457,319         2,551,241         2,371,664         2,741,040        
‐                          522,724            ‐                          ‐                          ‐                          ‐                         


15,073,316$    12,577,755$    11,387,097$    10,028,568$    11,382,366$    12,046,920$   


233,193$          706,214$          1,440,592$       152,978$          359,266$          71,195$           
10,266              1,480                ‐                          ‐                          ‐                          ‐                         


2,491,406         285,075            243,188            117,509            205,518            786,747           
9,005                40                       1,056                4,034                19,040              7,387               


332,187            8,866                20,061              80,018              186,760            ‐                         
3,076,057$      1,001,675$      1,704,897$      354,539$          770,584$          865,329$         


575,922$          518,426$          617,155$          1,563,689$       376,574$          269,235$         
97,546              100,000            100,000            100,000            100,228            100,773           


343,060            1,921,554         1,257,696         574,834            721,696            871,513           
‐                          10,136              ‐                          ‐                          ‐                          ‐                         


1,351,679         2,229,719         2,383,168         2,067,952         1,719,851         2,231,390        


2,368,207$      4,779,835$      4,358,019$      4,306,475$      2,918,349$      3,472,911$     


‐$                   1,900,000$       ‐$                        ‐$                        ‐$                        ‐$                       


1,049,064         ‐                          ‐                          ‐                          ‐                          ‐                         


‐                          ‐                          ‐                          ‐                          ‐                          ‐                         


1,049,064$       1,900,000$       ‐$                        ‐$                        ‐$                        ‐$                       


6,493,328$      7,681,510$      6,062,916$      4,661,014$      3,688,933$      4,338,240$     


(8,579,988)$     (4,896,245)$     (5,324,181)$     (5,367,554)$     (7,693,433)$     (7,708,680)$    


Fiscal Year
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CITY OF WILDOMAR


Changes in Net Position (Continued)*


(Accrual Basis of Accounting)


2019 2018 2017 2016


TOTAL NET REVENUES (EXPENSES) ‐ Carry Forward (7,825,265)$      (7,223,674)$      (5,280,092)$      (6,080,748)$     


4,434,404$    4,232,672$    4,002,949$    3,774,015$      
2,872,982      1,780,008      1,666,324      1,772,493         
1,077,164      1,057,586      1,015,225      1,056,712         


‐                           ‐                           ‐                           ‐                          
2,580,800      2,392,884      15,755            13,778              
154,049          165,129          255,866          140,501            
67,542               19,432               10,659               6,590                 


132,862             1,897,363          101,253             71,073              
Contributions from Other Entities ‐                           ‐                           ‐                           ‐                          
Special Item ‐                           ‐                           ‐                           1,185,337         


11,319,803$     11,545,074$     7,068,031$       8,020,499$      


3,494,538$       4,321,400$       1,787,939$       1,939,751$      


*Note: Wildomar Cemetery District (District) is included in fiscal years 2012 to 2015. 
  The District became a subsidiary of the City in fiscal year 2012.  However, for fiscal year 2016
  the District is not included in the governmental activities and its operations are discretely 
  presented in the financial statements.


VLF Replacement Funding ‐ SB130
  Other Taxes


  Business Licenses Taxes
  Franchise Taxes
  Sales Taxes


Source: City Finance Department


CHANGES IN NET POSITION


Total Governmental Activities 


Other
Investments Earnings


  Property Taxes, levied for general purpose
Taxes:


NET POSITION


Fiscal Year


GENERAL REVENUES AND OTHER CHARGES IN


Governmental Activities:


86







2015 2014 2013 2012 2011 2010


(8,579,988)$      (4,896,245)$      (5,286,347)$      (5,419,990)$      (7,540,960)$      (7,779,785)$     


4,042,882$       3,465,511$       3,243,285$       3,307,425$       3,092,037$       2,743,768$      
1,492,041          1,561,683          1,383,864          1,362,647          1,226,227          1,096,907         
1,061,333          972,108             850,808             749,046             725,775             591,706            


‐                           14,041               14,280               12,705               11,506               12,525              
‐                           ‐                           14,074               18,450               1,978,210          2,226,922         
‐                           106,039             109,524             83,021               76,110               99,456              


5,015                  3,605                  3,183                  12,011               7,737                  9,682                 
114,382             54,338               48,344               30,943               32,882               84,030              


‐                           ‐                           ‐                           576,456             ‐                           ‐                          
‐                           ‐                           ‐                           ‐                           ‐                           ‐                          


6,715,653$       6,177,325$       5,667,362$       6,152,704$       7,150,484$       6,864,996$      


(1,864,335)$      1,281,080$       381,015$           732,714$           (390,476)$         (914,789)$        


Fiscal Year
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CITY OF WILDOMAR


Fund Balances of Governmental Funds*


(Modified Accrual Basis of Accounting)


2019 2018 2017 2016


GENERAL FUND


‐$                         ‐$                         ‐$                         ‐$                        
‐                           ‐                           ‐                           ‐                          


Nonspendable:
  Inventory ‐                           ‐                           ‐                           ‐                          
  Prepaid Items 17,533               ‐                           ‐                           11,184              
  Deposits ‐                           ‐                           ‐                           ‐                          
Restricted for: Debt Service ‐                           ‐                           ‐                           ‐                          
Unassigned 1,425,789         1,552,339         869,757             946,503            


1,443,322$       1,552,339$       869,757$          957,687$         


‐$                         ‐$                         ‐$                         ‐$                        
‐                           ‐                           ‐                           ‐                          
‐                           ‐                           ‐                           ‐                          


‐                           ‐                           ‐                           ‐                          
‐                           ‐                           ‐                           ‐                          
‐                           ‐                           ‐                           ‐                          


  Inventory ‐                           ‐                           ‐                           ‐                          
  Prepaid Items 20,899               ‐                           ‐                           1,107                 
  Cemetery Endowment ‐                           ‐                           ‐                           ‐                          
Restricted for:
  Community development projects 5,077,926         5,049,328         4,807,087         3,541,211        
  Public safety 583,766             ‐                           ‐                           18,180              
  Public works 124,743             79,976               367,868             249,576            
  Capital projects 1,324,591         1,045,702         409,383             232,411            
  Cemetery 333,651             ‐                           ‐                           ‐                          
Unassigned (1,652,734)        (3,666,121)        (1,663,955)        (1,486,366)       


5,812,842$       2,508,885$       3,920,383$       2,556,119$      


*Note: Wildomar Cemetery District (District) is included in fiscal years 2012 to 2015. 
  The District became a subsidiary of the City in fiscal year 2012.  However, for fiscal year 2016
  the District is not included in the governmental activities and its operations are discretely 
  presented in the financial statements.


  Unreserved, Reported in Nonmajor


Reserved:


Unreserved:


  Encumbrances
  Debt Service
  Self Insurance


    Capital Projects Funds


Nonspendable:


    Special Revenue Funds


Source: City Finance Department


  Undesignated


Total All Other Governmental Funds


  Reserved
  Unreserved


Total General Fund


ALL OTHER GOVERNMENTAL FUNDS


Fiscal Year
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2015 2014 2013 2012 2011 2010


‐$                         ‐$                         ‐$                         ‐$                         ‐$                         ‐$                        
‐                           ‐                           ‐                           ‐                           ‐                           1,044,414        


‐                           ‐                           ‐                           ‐                           ‐                           ‐                          
‐                           ‐                           1,686                  2,133                  ‐                           ‐                          
‐                           ‐                           370,039             211,752             275,866             ‐                          
‐                           ‐                           483,243             ‐                           ‐                           ‐                          


773,060             770,686             (46,320)              1,262,279         1,138,893         ‐                          


773,060$          770,686$          808,648$          1,476,164$       1,414,759$       1,044,414$      


‐$                         ‐$                         ‐$                         ‐$                         ‐$                         ‐$                        
‐                           ‐                           ‐                           ‐                           ‐                          
‐                           ‐                           ‐                           ‐                           ‐                           ‐                          


‐                           ‐                           ‐                           ‐                           ‐                           741,577            
‐                           ‐                           ‐                           ‐                           ‐                           342,663            
‐                           ‐                           ‐                           ‐                           ‐                           1,272,834        


2,167                  3,509                  2,640                  4,838                  ‐                           ‐                          
‐                           62                        230                     220                     ‐                           ‐                          


90,000               90,000               90,000               90,000               ‐                           ‐                          


2,579,164         2,640,489         2,108,884         715,474             780,098             ‐                          
5,198                  226                     ‐                           ‐                           ‐                           ‐                          


714,148             1,352,511         1,689,442         1,997,091         1,943,203         ‐                          
136,195             ‐                           ‐                           ‐                           ‐                           ‐                          


1,688,398         1,645,509         1,497,516         1,331,920         ‐                           ‐                          
(1,616,354)        (1,183,295)        (759,932)           (101,996)           (101,652)           ‐                          


3,598,916$       4,549,011$       4,628,780$       4,037,547$       2,621,649$       2,357,074$      


Fiscal Year


89







CITY OF WILDOMAR


Changes in Fund Balances of Governmental Funds*


(Modified Accrual Basis of Accounting)


2019 2018 2017 2016


Taxes 8,505,203$          7,229,816$          6,940,365$          6,743,720$      
Licenses and Permits 1,883,515            2,003,200            2,345,877            2,754,563        
Intergovernmental 12,304,486          7,033,686            4,650,707            3,612,975        
Charges for Services 37,022                 38,769                 18,614                 14,895              
Investment Earnings 67,542                 19,431                 10,659                 6,590                
Fines and Forfeitures 49,358                 45,552                 41,039                 52,654              
Contributions ‐                        ‐                        ‐                        ‐                         
Developer Participation 526,149               867,838               1,510,618            598,955            
Miscellaneous 133,490               8,919                    114,933               87,850              
Total Revenues 23,506,765$       17,247,211$       15,632,812$       13,872,202$    


  General Government 2,800,336$          2,601,884$          2,382,977$          2,426,059$      
  Public Safety 7,922,498            5,926,817            5,488,113            5,079,535        
  Community Development 2,738,282            2,660,031            2,389,801            2,569,072        
  Parks and Recreation ‐                        ‐                        ‐                        ‐                         
  Public Works 2,446,387            3,375,478            1,953,548            1,982,458        
Capital Outlay 5,892,792            3,411,917            2,142,039            1,399,541        
Debt Service:
  Cost of Issuance 37,000                 ‐                        ‐                        ‐                         
  Principal Retirement ‐                        ‐                        ‐                        ‐                         
  Interest and Fiscal Charges ‐                        ‐                        ‐                        ‐                         
Total Expenditures 21,837,295$       17,976,127$       14,356,478$       13,456,665$    


   Over (Under) Expenditures 1,669,470            (728,916)              1,276,334            415,537            


Transfers In 924,641$             1,270,977$          343,787$             517,123$          
(924,641)              (1,270,977)           (343,787)              (517,123)          


Proceeds from Loan 1,525,470            ‐                        ‐                        ‐                         
Other Debts Issued ‐                            ‐                            ‐                            ‐                         
Contributions from Other Entities ‐                            ‐                            ‐                            ‐                         
Total Other Financing Sources (Uses) 1,525,470$          ‐$                          ‐$                          ‐$                       


Net Change in Fund Balances 3,194,940            (728,916)              1,276,334            415,537            


Fund Balances, Beginning of Year 4,061,224            4,790,140            3,513,806            2,591,411        


Restatements ‐                        506,858            


4,061,224            4,790,140            3,513,806            3,098,269        


7,256,164            4,061,224            4,790,140            3,513,806        


NON CAPITAL EXPENDITURES 0.00% 0.00% 0.00% 0.00%


*Note: Wildomar Cemetery District (District) is included in fiscal years 2012 to 2015. 
  The District became a subsidiary of the City in fiscal year 2012.  However, for fiscal year 2016
  the District is not included in the governmental activities and its operations are discretely 
  presented in the financial statements.


REVENUES


EXPENDITURES
Current:


Fiscal Year


Source: City Finance Department


Excess (Deficiency) of Revenues


OTHER FINANCING SOURCES (USES)


Transfers Out


DEBT SERVICE AS A PERCENTAGE OF


as Restated:


Fund Balances, Beginning of Year,


Fund Balances, End of Year
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2015 2014 2013 2012 2011 2010


6,596,256$       6,119,382$       5,601,761$       5,514,844$       5,131,655$       4,544,362$      
2,460,535         1,602,381         1,274,332         599,934             750,867             958,430            
3,660,760         3,148,003         2,262,217         2,598,557         4,361,487         4,559,085        


27,077               213,328             175,722             119,850             116,552             132,672            
5,015                 3,605                 3,183                 12,011               7,737                 9,682                


51,882               81,387               78,322               88,216               132,535             111,619            
‐                          ‐                          1,271                 ‐                          ‐                          244,706            


181,553             688,214             1,414,192         118,188             248,562             549,843            
123,387             54,338               48,344               31,233               38,018               84,030              


13,106,465$     11,910,638$     10,859,344$     9,082,833$       10,787,413$     11,194,429$    


2,410,577$       2,049,831$       2,468,897$       1,856,595$       2,176,985$       1,783,766$      
4,834,799         4,447,176         4,616,892         3,996,420         5,413,023         5,378,962        
3,100,691         2,881,440         1,818,348         1,253,984         1,069,198         1,786,894        


27,866               188,047             64                       85,648               79,626               123,916            
2,460,664         1,383,266         1,158,413         1,551,441         1,354,021         1,461,323        
1,008,509         555,885             736,830             ‐                          ‐                          ‐                         


‐                          ‐                          ‐                          ‐                          ‐                          ‐                         
109,040             483,243             ‐                          ‐                          ‐                          ‐                         


‐                          39,481               ‐                          ‐                          ‐                          ‐                         
13,952,146$     12,028,369$     10,799,444$     8,744,088$       10,092,853$     10,534,861$    


‐                          ‐                          ‐                          ‐                         
(845,681)           (117,731)           59,900               338,745             694,560             659,568            


544,116$           522,000$           649,336$           391,053$           641,766$           249,573$          
(544,116)           (522,000)           (649,336)           (391,053)           (641,766)           (249,573)          


‐                          ‐                          ‐                          ‐                          ‐                          ‐                         
‐                          ‐                          ‐                          ‐                          ‐                          ‐                         
‐                          ‐                          ‐                          1,186,052         ‐                          ‐                         
‐$                        ‐$                        ‐$                        1,186,052$       ‐$                        ‐$                       


(845,681)           (117,731)           59,900               1,524,797         694,560             659,568            


5,319,697         5,437,428         5,513,711         4,096,048         3,401,488         2,629,610        


(102,040)           ‐                          (136,183)           (107,134)           ‐                          112,310            


5,217,657         5,437,428         5,377,528         3,988,914         3,401,488         2,741,920        


4,371,976         5,319,697         5,437,428$       5,513,711$       4,096,048$       3,401,488$      


0.00% 0.00% 0.00% 0.00% 0.00% 0.00%


Fiscal Year
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Less Total Taxable Total
Fiscal Residential Commercial Other  Tax‐Exempt Assessed Direct
year Property Property Property Property Value Rate
2019 2,869,319,248$     366,065,458$         266,452,997$    (133,658,124)$    3,368,179,579$     0.06414
2018 2,672,591,727       348,827,091           259,438,421      (128,090,594)       3,152,766,645       0.06413
2017 2,457,768,510       206,868,526           333,066,581      (6,827,758)           2,990,875,859       0.06642
2016 2,315,546,269       195,912,842           315,827,261      (6,723,956)           2,820,562,416       0.06665
2015 2,128,221,360       186,564,353           301,703,479      (6,592,208)           2,609,896,984       0.06742
2014 1,797,147,241       184,326,275           318,120,654      (6,240,538)           2,293,353,632       0.0686
2013 1,680,133,457       188,066,878           342,293,939      (5,922,179)           2,204,572,095       0.06624
2012 1,750,735,442       192,353,249           326,053,258      (5,370,950)           2,263,770,999       0.06572
2011 1,768,880,175       187,418,307           361,130,486      (5,106,890)           2,312,322,078       0.06522
2010 1,860,505,078       321,084,647           257,455,490      (4,968,321)           2,434,076,894       0.06575


CITY OF WILDOMAR


Source: MuniServices


Assessed Value and Estimated Actual Value of Taxable Property


In 1978, California voters passed Proposition 13 which set the property tax rate at 1.00% based upon the assessed value of the 


property being taxed. Each year, the assessed value of property may be increased by an "inflation factor" (limited to a 


maximum increase of 2%). With few exceptions, property is only re‐assessed at the purchase price of the property sold. The 


assessed valuation data shown above represents the only data currently available with respect to the actual market value of 


taxable property and is subject to the limitations described above.                                                                                                               


The City of Wildomar was incorporated in July 2008, therefore data availability is limited. Changes in assessed value 


distribution is due to a change in source.  Other property includes state unitary in the amount of $129,600. 
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CITY OF WILDOMAR


Direct and Overlapping Property Tax Rates


(Rate per $100 of Taxable Value)


2019 2018 2017 2016


1.00000             1.00000             1.00000             1.00000            


0.06303             0.06080             0.03269             0.03010            
0.00350             0.00350             0.00350             0.00350            
0.05243             0.05675             0.06092             0.06236            


Mt. San Jacinto Jr College 0.01320             0.01320             0.01320             0.01394            


1.13216            1.13425            1.11031            1.10990           


0.05800            0.05800            0.05800            0.05800           


0.06414            0.06414            0.06414            0.06414           


Fiscal Year


Agency


Source: MuniServices


Basic Levy*


Menifee School Debt Svc
Metropolitan Water Dist Original Area
Perris Union High School Debt Svc


Total Direct Rate


City's Share of 1% Levy Per Prop 13


Total Direct & Overlapping Tax Rates


* In 1978, California voters passed Proposition 13 which set the property tax rate at 1.00% fixed amount. This 1.00% is 


shared between all taxing agencies in which the subject property resides within. In addition to the 1.00% fixed amount, 


property owners are charged taxes as a percentage of assessed property values for the payment of any voter approved 


bonds.


Overlapping rates are those of local and county governments that apply to property owners within the City. Not all 


overlapping rates apply to all City property owners.


93







2015 2014 2013 2012 2011 2010


1.00000             1.00000             1.00000             1.00000             1.00000             1.00000            


0.03275             0.03421             0.03543             0.03486             0.03436             0.03254            
0.00350             0.00350             0.00350             0.00370             0.00370             0.00430            
0.06303             0.06970             0.03429             0.03429             0.03126             0.02686            


‐                     ‐                     ‐                     ‐                     ‐                     ‐                    


1.09928            1.10741            1.07322            1.07285            1.06932            1.06370           


0.05800            0.05800            0.05800            0.05800            0.05800            0.05800           


0.06742            0.06860            0.06624            0.65720            0.06522            0.06575           


Fiscal Year
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CITY OF WILDOMAR


Principal Property Tax Payers


Last Fiscal Year and Nine Years Ago


Taxpayer Taxable Value ($)


Percent of Total 
City Taxable 


Value (%) Taxable Value ($)


Percent of Total 
City Taxable 


Value (%)
Oak Springs Partners 78,686,880              2.34%
Mg Santa Rosa Apartments 76,014,000              2.26%
Universal Health Realty Income 70,809,865              2.10% 32,576,448              1.35%
Lg Oak Creek 29,152,941              0.87% 31,295,023              1.30%
Wildomar Industrial Park 20,677,072              0.61% 19,591,813              0.81%
Cft Nv Dev 16,845,300              0.50%
Mcw Rc Ca Bear Creek Village C 15,519,079              0.46% 13,712,235              0.57%
Inland Valley Medical Partners 15,373,406              0.46% 13,583,460              0.56%
Rainbow Mountain 13,520,205              0.40%
Sovran Acquisition Ltd. Partne 13,483,584              0.40%
Beazer Homes Holdings Corp 12,322,751              0.37% 11,871,993              0.49%
Ck Hs Partners 11,707,245              0.35% 9,194,338                0.38%
Vshs 9,955,665                0.30%
Wal Mart Real Estate Business 8,617,488                0.26%
Albertsons Stores Subs 8,273,845                0.25%
Wildomar Renaissance Plaza 7,629,927                0.23%
Richmond American Homes Of Mar 7,538,321                0.22%
Jlo San Bernardino 7,140,000                0.21%
Yim Sung T 6,971,352                0.21%
Tesoro Refining & Marketing Co 5,815,836                0.17%
Rs Wildomar 5,740,309                0.17%
Prielipp Prop 5,000,000                0.15%
Beaumont Gossett 4,961,114                0.15%
Cah 20141 Borrower 4,836,712                0.14%
Troll Christina A 4,737,900                0.14%
Wnra Wildomar 46,638,000              1.93%
North Ranch Ventures 26,077,831              1.08%
Naples Plaza Ltd 16,433,894              0.68%
Rancho Vista li Ventures 15,975,277              0.66%
Oak Springs Ranch 15,549,900              0.64%
Carmel Oakmont 222 15,527,412              0.64%
Stonebridge Medical Center 12,413,863              0.51%
Spvh 11,322,000              0.47%
Ck Commercial Ltd Partnership 10,612,074              0.44%
New Albertsons Inc 10,551,166              0.44%
Prichard Ronald D 10,286,745              0.43%
Highlands Rancon 9,612,129                0.40%
Wildomar Venture 9,500,000                0.39%
Kb Home Coastal Inc 9,019,730                0.37%
Ck Self Storage 8,331,643                0.35%
Beg Homes 7,994,801                0.33%
Wildomar Riverside 7,879,681                0.33%
Golden Triangle Inv 7,739,389                0.32%
     Total Top 25 Taxpayers 461,330,797 13.70% 383,290,845 15.90%


     Total Taxable Value 3,368,179,579 100.00% 2,411,073,163 100.00%


Total Taxable Value includes state unitary of $129,600
Wildomar was incorporated in July 2008, therefore data availability is limited


2018-19 2009-10


Source:  Riverside County Assessor data, MuniServices, LLC
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Total Tax Collection in
Fiscal Levy for Percentage of Subsequent Percentage of
Year Fiscal Year Amount Levy Years Amount Levy
2019 4,234,361$       4,113,696$       97.15% ‐$                  4,113,696$       97.15%
2018 3,973,916          3,848,479          96.84% 122,634            3,971,113         99.93%
2017 3,825,844          3,732,682          97.56% 75,891              3,808,573         99.55%
2016 3,625,979          3,515,561          96.95% 107,546            3,623,107         99.92%
2015 3,394,851          3,241,573          95.48% 125,930            3,367,503         99.19%
2014 3,045,734          2,830,033          92.92% 148,755            2,978,788         97.80%
2013 2,949,607          2,761,748          93.63% 166,385            2,928,133         99.27%
2012 2,925,079          2,718,131          92.93% 119,967            2,838,098         97.03%
2011 3,053,563          2,758,449          90.34% 232,114            2,990,563         97.94%
2010 3,062,836          2,743,768          89.58% 283,126            3,026,894         98.83%


Source: County of Riverside, City Finance Department


Total Collections to Date


Property Tax Levies and Collections


CITY OF WILDOMAR


Collected within the


Fiscal Year of the Levy
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General Lease  Certificates Total % of Actual
Fiscal Obligation Revenue of County Governmental Assessed Value Per


Year Bonds Bonds Participation/Leases Repayment (1) Activities of Property (2) Capita
2019 ‐$                 ‐$                 1,525,470$                  ‐$                        1,525,470$        0.00% 42$        
2018 ‐                    ‐                    ‐                                     ‐                          ‐                           0.00% ‐             
2017 ‐                    ‐                    ‐                                     ‐                          ‐                           0.00% ‐             
2016 ‐                    ‐                    ‐                                     ‐                          ‐                           0.00% ‐             
2015 ‐                    ‐                    ‐                                     1,185,337         1,185,337          0.00% 35          
2014 ‐                    ‐                    ‐                                     1,294,377         1,294,377          0.00% 39          
2013 ‐                    ‐                    ‐                                     1,777,620         1,777,620          0.00% 54          
2012 ‐                    ‐                    ‐                                     1,999,581         1,999,581          0.00% 61          
2011 ‐                    ‐                    ‐                                     1,922,674         1,922,674          0.00% 60          
2010 ‐                    ‐                    ‐                                     1,848,725         1,848,725          0.00% 59          


Source: City Finance Department


(2) Assessed value used because actual value of taxable property not readily available in the state of California.


CITY OF WILDOMAR


Ratios of Outstanding Debt by Type


(1) County Repayment is not a bonded debt.  On September 22, 2015, SB 107 was signed into law providing for the forgiveness of 


debts owed to the County of Riverside.


97







Lake Elsinore Unified School District Community Facilities District No. 2013‐2


OVERLAPPING TAX INCREMENT DEBT (Successor Agency):


(2)


2.45%


0.00%


3.47%  


3.46%


6.99%


AB:($500)


202,133,028$           2.220‐19.080% 13,716,517$              


the portion of the overlapping districts assessed value that is within the boundaries of the city divided by the district's total taxable assessed value.


(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and non‐bonded capital lease obligations. Qualified Zone Academy Bonds are


included based on principal due at maturity.


Overlapping Tax and Assessment Debt ………………………………………………………………………………………


760,133,611$          


21,158                        


City Of Wildomar $0100%$0


Total Net Overlapping General Fund Debt 20,842,806$              


Direct Debt


Less: Riverside County Supported Obligations


Riverside County Pension Obligations


Perris Union High School District General Fund Obligation


Menifee Union School District Certificates of Participation


9,258,427$                


1.218%


0.213%


100.000%


219,409                      


6,885,000                   


83,738,757$              


100.000%


Overlapping General Fund Debt


Mount San Jacinto Community College District General Funds Obligations


8,274,740                   


86,802                        


100.000%


44.393%


16,867,379                


4,235,000                   


1,542,213                   


3,494,113                   


11,486,900                


10,635,000                


6,885,000                 Elsinore Valley Municipal Water District Community Facilities Districts


Lake Elsinore Unified School District Community Facilities District No. 2005‐3 & 7


Lake Elsinore Unified School District Community Facilities District No. 2006‐3A & 4


0.255%


Perris Union High School District


1.218%


Lake Elsinore Unified School District Certificates of Participation 31,275,000               26.458%


Riverside County General Funds Obligation


Western Municipal Water District Certificates of Participation 9,020,960                  1.159% 104,553                      


Direct and Overlapping Governmental Activities Debt


CITY OF WILDOMAR


0.213%


As of June 30, 2019


41.882‐100.0%


Share of


Debt to City (1) DebtOverlapping Tax and Assessment Debt


Applicable


98,644,720              


Lake Elsinore Unified School District Community Facilities District No. 89‐1,90‐1 & 99‐1


Lake Elsinore Unified School District Community Facilities District No. 2002‐1


4,235,000                 


3,474,000                 


Lake Elsinore Unified School District Community Facilities District No. 2004‐2 ,3 & 4 18,355,200              


Lake Elsinore Unified School District Community Facilities District No. 2003‐1 A 3,494,113                 


Menifee Union School District


2018‐2019 Assessed Valuation


Incremental Valuation


Adjusted Assessed Valuation


Source: California Municipal Statistics


118,319,240$            


118,298,082$            


Gross Combined Total Debt


Net Combined Total Debt


Total Net Overlapping Debt


$0


118,319,240$            


118,298,082$            


Ratios to 2017‐18 Assessed Valuation:


Ratios to Redevelopment Successor Agency Incremental Valuation ($153,334,035):


Net Combined Total Debt……………………………………………………………………………………………………………


Total Overlapping Tax Increment Debt ………………………………………………………………………………………


Direct Debt ($0) …………………………………………………………………………………………………………………………


Gross Combined Total Debt…………………………………………………………………………………………………………


(1) Percentage of overlapping debt applicable to the city is estimated using taxable assessed property value. Applicable percentages were estimated by determining


Total Direct Debt


Total Gross Overlapping Debt


20,863,964$              


Total Overlapping Tax and Assessment Debt


Total Gross Overlapping General Fund Debt


0.350%


2,970,093                   


0.405% 59,495                        


11,486,900              


10,635,000              


13,265,000               100.000% 13,265,000                


Perris Union High School District Community Facilities District No. 92‐1 34,040,000              


Riverside County Flood Control, Zone 4 14,690,000              


100.000%


100.000%


90,259                        


165,893                      


243,850,000            


42,375,065              


47,397,926              


Lake Elsinore Unified School District  30,590,000               26.458% 8,093,502                   


0.350% 345,257                      


3,414,552,519$      


‐                                  


3,414,552,519$      
Percent City's


Total


0.117% 56,219$                      48,050,000$            


103,008,693            


Metropolitan Water District


172,650,000             3.746% 6,467,469                   
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CITY OF WILDOMAR


Legal Debt Margin Information


(dollars in thousands)


2019 2018 2017 2016


Assessed Valuation 3,368,179,579$     3,152,766,645$    2,990,875,859$    2,820,562,416$   


Debt Limit Percentage 15% 15% 15% 15%


Debt Limit 505,226,937$        472,914,997$        448,631,379$        423,084,362$       


Total Net Debt Applicable to Limit
          General Obligation Bonds: ‐                                ‐                                ‐                                ‐                               


Legal Debt Margin 505,226,937$        472,914,997$        448,631,379$        423,084,362$       


Total Net Debt Applicable to the Limit
as a Percentage of Debt Limit 0.00% 0.00% 0.00% 0.00%


Source:  City Finance Department, MuniServices


Fiscal Year


Section 43605 of The Government Code of the State of California limits the amount of indebtedness for public improvements 


to 15% of the assessed valuation of all real and personal property of the City.


The City of Wildomar has no general obligation bond indebtedness.
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2015 2014 2013 2012 2011 2010


2,609,896,984$     2,293,353,635$    2,204,512,095$    2,263,770,999$    2,312,322,078$    2,434,076,894$   


15% 15% 15% 15% 15% 15%


391,484,548$        344,003,045$        330,676,814$        339,565,650$        346,848,312$        365,111,534$       


‐                                ‐                                ‐                                ‐                                ‐                                ‐                               


391,484,548$        344,003,045$        330,676,814$        339,565,650$        346,848,312$        365,111,534$       


0.00% 0.00% 0.00% 0.00% 0.00% 0.00%


Fiscal Year
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Demographic and Economic Statistics


Last Ten Years


Fiscal Year


Population 


(1)


Personal 


Income (In 


Thousands) (2)


Per Capita 


Personal 


Income (2)


City 


Unemployment 


Rate (%) (3)


Median Age 


(4)


%High 


School 


Diploma


% Bachelors 


Degree


2018‐19 36,066          878,083             24,347             3.3% 35                  85% 17%


2017‐18 35,635          822,553             23,083             3.9% 35                  83% 17%


2016‐17 35,261          765,234             21,702             6.1% 34                  84% 16%


2015‐16 34,948          807,823             23,115             6.8% 34                  88% 14%


2014‐15 34,416          781,243             22,700             4.0% 34                  84% 16%


2013‐14 34,069          769,482             22,586             7.0% 34                  83% 17%


2012‐13 33,689          774,679             22,995             9.0% 32                  85% 17%


2011‐12 33,096          752,802             22,746             11.0% 33                  83% 18%


2010‐11 32,609          715,605             21,945             13.0% 32                  84% 17%


2009‐10 32,176          690,947             21,474             12.0% 38                  80% 13%


Source: MuniServices, LLC, U.S. Census Bureau, 2010 American Community Survey. 


1.) Population Projections are provided by the California Department of Finance Projections.
2.) Income Data is provided by the U.S. Census Bureau, 2011‐2015 American Community Survey.
3.) Unemployment Data is provided by the EDD's Bureau of Labor Statistics Department.  
4.) Median Age reflects the U.S. Census data estimation table.


                            


The California Department of Finance demographics estimates now incorporate 2010 Census counts as the benchmark.


CITY OF WILDOMAR
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2009-10


Business Name Number of Employees
Percent of Total 
Employment (%) Number of Employees


Lake Elsinore Unified School District* 2,497 14.27% 430
Inland Valley Medical Center** 900 5.14% 600
Stater Bros Markets*** 109 0.62% 100
Cornerstone Community Church**** 105 0.60% 45
Wildomar Senior Leisure Community***** 102 0.58%
Canyon Lake Animal Control 92 0.53%
Albertsons 86 0.49% 80
FCP Inc 61 0.35% 150
Jank in the Box ‐ (2 Locations) 57 0.33% 60
Sycamore Academy‐Sci‐Cultural Arts 57 0.33%
P K Mechanical Systems 85
Coldwell Banker 55
McDonalds 50
Total Top 10 Employers 4,066 23.23% 1,655


 
Total City Labor Force (1) 17,500


Source:  MuniServices, LLC
Wildomar was incorporated in July 2008, therefore data availability is limited
*Count is districtwide 
**Count includes another location, not within the City limits.
***Includes both FT & PT
****Includes the Cornerstone Christian School
*****Includes both Independent and Assisted living.
(1) Total City Labor Force provided by EDD Labor Force Data.  2008‐09 Labor Force was not available.


CITY OF WILDOMAR


Principal Employers


Current  and Nine Years Ago


2018-19
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CITY OF WILDOMAR


Full‐Time Equivalent City Government Employees by Function/Program


2019 2018 2017 2016 2015 2014


1.0               1.0               1.0               1.0               1.0               1.0              


1.0               1.0               1.0               1.0               1.0               1.0              


3.0               2.0               2.0               2.0               1.0               2.0              


1.0               1.0               1.0               1.0               1.0               1.0              


1.0               1.0               1.0               1.0               1.0               1.0              


‐              ‐              ‐              1.0               1.0               1.0              


3.0               2.0               3.0               2.0               2.0               2.0              


‐              ‐              ‐              ‐              ‐              ‐             


3.0               3.0               2.0               1.0               1.0               ‐             


‐              ‐              ‐              ‐              1.0               1.0              


1.0               1.0               1.0               1.0               1.0               ‐             


14.0 12.0 12.0 11.0 11.0 10.0


As of June 30, 2019


     Full‐ Time Equiv


Planning Director


Function


City Manager
     Full‐ Time Equiv


City Clerk
     Full‐ Time Equiv


     Full‐ Time Equiv


Asst. City Manager/ Public Works
     Full‐ Time Equiv


City Manager Administration


Building/Safety
     Full‐ Time Equiv


Source: City Finance Department


TOTAL


Cemetery
     Full‐ Time Equiv


Finance
     Full‐ Time Equiv


Associate Planner


     Full‐ Time Equiv


Community Services
     Full‐ Time Equiv


Public Works
     Full‐ Time Equiv
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2013 2012 2011 2010


1.0               1.0               1.0               1.0              


1.0               1.0               1.0               1.0              


2.0               2.0               1.0               1.0              


‐              ‐              ‐              ‐             


1.0               ‐              ‐              ‐             


1.0               1.0               1.0               ‐             


2.0               2.0               2.0               ‐             


1.0               ‐              ‐              ‐             


‐              ‐              ‐              ‐             


‐              ‐              ‐              ‐             


‐              ‐              ‐              ‐             


9.0 7.0 6.0 3.0
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CITY OF WILDOMAR


Operating Indicators by Function/ Program


2019 2018 2017 2016


16,576 17,628 17,374 15,916
34 44 32 38
N/A 573 334 246


3,102 3,266 3,173 3,075
5.1 5.2 4.7 4.7


75.94% 76.00% 75.26% 77.66%
24.06% 24.00% 24.74% 22.34%


1,104 1,158 1,235 1,685


     Zoning Inquiries/ Counter Assistance 3,020 4,656 4,400 4,300
     Developer Applications/ Projects 45 71 43 40
     Building Plan Check Permits 1,560 1,674 1,650 1,650
     Planning Director Hearings 3 1 3 2
     Planning Commission Meetings 9 16 7 10


21 35 12 25


Source: City Finance Department, City Community Development Department, City Building Department, 


Riverside County Sheriff's Department, Riverside County Fire/CAL‐Fire, Cemetery


Function


Police Services
     Calls for Service
     DUI Arrests
     Traffic Citations


     % of Calls ‐ All Other


Cemetery
     Burial Services


Fire Services


Community Development/ Planning


     Responses to Calls for Service
     Average Response Time‐Minutes
     % of Calls ‐ Medical


Building & Safety
     Building Permits Issued
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2015 2014 2013 2012 2011 2010


8,782 4,353 3,954 12,451 14,797 8,740
2 8 2 40 80 53


287 375 N/A 474 1052 233


2,962 2,696 2,854 2,664 2619 2582
4.9 4.7 4.6 4.5 4.5 4.5


75.19% 76.71% 78.87% 75.86% 76.40% 75.14%
24.81% 23.29% 21.13% 24.14% 23.60% 24.86%


1,321 789 120 130 132 151


3,800 3,600 3,500 3,400 3,200 N/A
48 40 40 38 45 60


1,000 1,000 N/A N/A N/A N/A
5 5 5 3 8 3
11 10 6 8 8 18


31 34 30 30 N/A N/A
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CITY OF WILDOMAR


Capital Asset Statistics by Function/Program


2019 2018 2017 2016 2015


123.4 123.4 119 119 119
9.1 9.1 9.1 9.1 9.1
3.9 3.9 3.4 3.4 3.4


47.1 47.1 47.1 47.1 47.1
24.3 24.3 23.3 23.3 23.3


4 4 3 3 3
14.9 14.9 14.4 14.4 14.4


1 1 1 1 1


Source: City Public Works Department, Community Services Department


Function


Public Works
     Streets (miles)


     Park Acreage


Cemetery


     Traffic Signals
Unpaved ‐ Private


        Paved ‐ Private
            Paved ‐ Public


      Unpaved ‐ Public


Community Services
     Parks
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2014 2013 2012 2011 2010


119 119 119 119 119
9.1 9.1 9.1 9.1 9.1
3.4 3.4 6.4 6.4 6


47.1 47.1 47.1 47.1 47.1
23.3 23.3 23.3 23.3 19


3 3 3 3 3
14.4 14.4 14.4 14.4 14.4


1 1 1 0 0
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CITY OF WILDOMAR


Miscellaneous Statistics


24


4
1
1


Source: City Finance Department and California Department of Finance


As of June 30, 2019


4 Parks owned by the City


14


Under contract with the Riverside County Sheriff's Department
Under contract with the Riverside County Fire Department ( Cal‐Fire)


1 branch, Riverside County Library System


     Fire Department


Library


Recreation:


Number of Full Time Employees


Public Safety:
     Police Department


Date of Incorporation


Geographic Location


Population


Wildomar is located along Interstate 15 in Riverside County. 


36,066


Council‐Manager


July 1, 2008


Area in Square Miles


Form of Government


     Elementary
     Middle Schools
     High Schools


Schools:
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CITY OF WILDOMAR – CITY COUNCIL 
Agenda Item #1.8  


CONSENT CALENDAR 
 Meeting Date: February 12, 2020 
______________________________________________________________________ 
 
TO:  Mayor and City Council Members 
 
FROM:  Dan York, Assistant City Manager 
 
PREPARED BY: Cameron Luna, Associate Engineer 
  
SUBJECT: Cooperative Funding Agreement with the Elsinore Valley Municipal 


Water District (EVMWD) for the Mission Trail / Sedco Sidewalk 
Phase II, CDBG Project (CIP 044-2) 


 
STAFF REPORT 


 
RECOMMENDATION: 
Staff recommends that the City Council authorize the City Engineer to execute a 
cooperative funding agreement with the Elsinore Valley Municipal Water District 
(EVMWD) for a contribution in the amount of $5,200.00 for the improvement of water 
service facilities performed during the construction phase of the Mission Trail / Sedco 
Sidewalk Phase II project. 
 
 
BACKGROUND/DISCUSSION: 
On December 11th, 2019 The City Council awarded a construction contract to I.E. General 
Engineering, Inc. in the amount of $299,990.00. The scope of the project includes the 
construction of sidewalk, rolled curb and gutter, driveway approaches, mailbox and utility 
box improvements, and roadway improvements along Mission Trail from Elberta Avenue 
to 200’ North of Sedco Boulevard, and a segment of Crescent Avenue near Olive Street. 
 
EVMWD has existing water service facilities along Mission Trail within the City’s right-of-
way which require relocation and adjustments for the Project. The City and EVMWD 
determined that it is more economical to include the work of the EVMWD Water Facilities 
Relocation in the City’s Project and jointly fund the cost of the project improvements by 
signing a cooperative agreement in the amount of $5,200.00 towards construction costs. 
 
 
FISCAL IMPACTS: 
The project was developed utilizing Community Development Block Grant (CDBG) funds.  
Grant funds were eligible for the consultant/contract services and the construction phases 
of the project. The EVMWD contribution amount of $5,200.00 will be reimbursed to the 
City’s CDBG fund once the water facilities are improved and the project is completed. 
 







  
 


  
 


Submitted by:   Approved by: 
Dan York    Gary Nordquist 
Assistant City Manager/ Public Works Director/  City Manager 
City Engineer  
 
ATTACHMENTS: 
Resolution 


A. EVMWD Cooperative Funding Agreement  







  
 


  
 


RESOLUTION NO. 2020 -_______ 
 


 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF WILDOMAR, 


CALIFORNIA, AUTHORIZING THE CITY ENGINEER TO EXECUTE A 
COOPERATIVE FUNDING AGREEMENT WITH THE ELSINORE VALLEY 


MUNICIPAL WATER DISTRICT (EVMWD) FOR THE MISSION TRAIL / SEDCO 
SIDEWALK PHASE II, CDBG PROJECT (CIP 044-2) 


 
WHEREAS, On December 11th, 2019 The City Council awarded a construction 


contract for the Mission Trail / Sedco Sidewalk Phase II, CDBG Project (CIP 044-2); and 
 
WHEREAS, the EVMWD has existing water service facilities along Mission Trail 


within the City’s right-of-way which require relocation and adjustments for the Project; and 
 


 WHEREAS, the City and the EVMWD determined that it is more economical to 
include the work of the EVMWD Water Facilities Relocation in the City’s Project and jointly 
fund the cost of the project (“Combined Project”); and 
 
 WHEREAS, of the total cost of the Combined Project, the cost of EVMWD Water 
Facilities Relocation within the Combined Project totals five thousand two hundred dollars 
and zero cents ($5,200.00), hereinafter known as “EVMWD Contribution”, to be 
reimbursed to the City once the water facilities are improved and the project is completed. 
 


NOW THEREFORE, BE IT RESOLVED, DETERMINED AND ORDERED by the 
Wildomar City Council, in regular session assembled on February 12, 2020, that: 
The City Engineer shall sign the Cooperative Agreement with the EVMWD to receive the 
EVMWD Contribution for Mission Trail / Sedco Sidewalk Phase II, CDBG Project (CIP 
044-2). 


 
 
PASSED, APPROVED, AND ADOPTED this 12th day of February, 2020 


 
 
             


 ________________________ 
Dustin Nigg    
Mayor     


 
 
APPROVED AS TO FORM:          ATTEST:   


 
 


 ____________________   _______________________  
Thomas D. Jex            Janet Morales 
City Attorney             Acting City Clerk  


   







ATTACHMENT A 
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COOPERATIVE FUNDING AGREEMENT  


MISSION TRAIL (SEDCO) PHASE II SIDEWALK IMPROVEMENT PROJECT 


This Cooperative Funding Agreement (“Agreement”) is made on this ____ day of February, 


2020 (“Effective Date”), by and between the City of Wildomar, a California municipal corporation 


("CITY"), and the Elsinore Valley Municipal Water District, a California municipal water district 


("EVMWD"), which are collectively referred to herein as “Parties” and individually as “Party.” 


RECITALS 


WHEREAS, the CITY is planning a Capital Improvement Project to install new rolled curb and 


gutter and sidewalk improvement on the east side of Mission Trail from Elberta Road to two hundred 


(200) feet North of Sedco Boulevard (“Sidewalk Project”) as shown on Exhibit “A” attached hereto and 


incorporated herein by this reference; and 


WHEREAS, the EVMWD has existing water service facilities along Mission trail within CITY’s 


right-of-way which require relocation and adjustments for the Sidewalk Project; and 


WHEREAS, the CITY requested EVMWD relocated and adjust the water facilities as shown on 


Exhibit “B” – “EVMWD Water Facilities Relocation”, attached hereto and incorporated herein by this 


reference; and 


WHEREAS, the CITY and EVMWD determined that it is more economical to include the work of 


the EVMWD Water Facilities Relocation in the CITY’s Sidewalk Project and jointly fund the cost of the 


project (“Combined Project”); and 


WHEREAS, of the total cost of the Combined Project, the cost of EVMWD Water Facilities 


Relocation within the Combined Project totals five thousand two hundred dollars and zero cents 


($5,200.00) hereinafter known as “EVMWD CONTRIBUTION”; and 
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 WHEREAS, the CITY and EVMWD acknowledge it is in the best interest of the public to proceed 


with the construction of Combined Project at the earliest possible date; and 


 WHEREAS, the purpose of this Agreement is to memorialize the mutual understandings by and 


between CITY and EVMWD with respect to funding and construction of the water service relocations 


and adjustments.   


 NOW, THEREFORE, in consideration of the preceding recitals and the mutual covenants 


hereinafter contained, the parties hereto mutually agree as follows: 


SECTION I 


1. Incorporation of Recitals. The recitals above are true and correct and are hereby 


incorporated herein by this reference.  


SECTION II 


 CITY shall: 


1. Manage and oversee the Combined Project to its completion. 


2. Award and administer the construction of the Combined Project, including the 


administration of contracts for the portion of the relocations and adjustments of water services 


included in the Combined Project. 


3. Keep an accurate accounting of all water service facilities relocation and adjustment costs 


and include this final accounting when invoicing EVMWD for payment. The final accounting of costs 


shall include a detailed breakdown of all costs, including but not limited to, payment vouchers and 


other such contract documents as may be necessary to establish the actual costs of the water service 


facilities relocation and adjustment.  
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4. Upon receiving invoices for the water services facility relocations and adjustment costs, 


invoice EVMWD for EVMWD CONTRIBUTION. 


5. Schedule inspection forty-eight (48) hours in advance of performing any work on EVMWD 


facilities.  


6. Ensure that all work performed pursuant to this Agreement by CITY, its agents or 


contractors is done in accordance with all applicable laws and regulations, including but not limited to, 


all applicable provisions of the Labor Code, Business and Professions Code, Public Contracting Code, 


and Water Code.   


7. For the period during which the City or its contractor(s) control the job site, City shall 


provide, or cause to be provided, for the entire period of construction, a policy of worker’s 


compensation insurance and comprehensive general liability insurance or self-insurance with coverage 


broad enough to include the contractual obligation it may have under any relevant construction 


contracts and having a combined single limit of liability in the amount of one million dollars 


($1,000,000.00) covering EVMWD’s directors, officers, employees and agents as additional insured.  


SECTION III 


  EVMWD shall: 


1. Inspect and approve EVMWD Water Facilities Relocation Project Construction. 


2. Pay CITY within thirty (30) days after receipt of CITY's appropriate invoice for EVMWD 


CONTRIBUTION.  


SECTION IV 


 It is further mutually agreed: 
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1. EVMWD CONTRIBUTION shall not exceed a total sum of five thousand two hundred 


Dollars and zero Cents ($5,200.00) without written amendment to this Agreement and shall be used 


by CITY solely for the EVMWD Water Facilities Relocation as set forth herein.  


2. EVMWD shall indemnify, defend, save and hold harmless CITY (including their respective 


directors, officers, elected and appointed officials, employees, agents, representatives, independent 


contractors and subcontractors) from any liabilities, claim, damage, proceeding or action, present or 


future, based upon, arising out of or in any way relating to EVMWD's (including its officers, employees, 


agents, representatives, independent contractors and subcontractors) actual or alleged acts or 


omissions related to this Agreement, performance under this Agreement or failure to comply with the 


requirements of this Agreement, including but not limited to, (a) property damage; (b) bodily injury or 


death; (c) payment of attorney's fees; or (d) any other element of any kind or nature whatsoever. 


3. CITY shall indemnify, defend, save and hold harmless EVMWD (including their respective 


officers, Board of Directors, appointed or elected officials, employees, agents, representatives, 


independent contractors and subcontractors) from any liabilities, claim, damage, proceeding or action, 


present or future, based upon, arising out of or in any way relating to CITY's (including its officers, 


elected and appointed officials, employees, agents, representatives, independent contractors and 


subcontractors) actual or alleged acts or omissions related to this Agreement, performance under this 


Agreement or failure to comply with the requirements of this Agreement, including but not limited to, 


(a) property damage; (b) bodily injury or death; (c) payment of attorney's fees or (d) any other element 


of any kind or nature whatsoever. 


4. In the event that any dispute between the Parties arises under this Agreement, the Parties 


shall first attempt to resolve such dispute at the management level.  If the dispute is not resolved at 
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this level within a mutually acceptable period of time (not to exceed 60 calendar days from the date 


written notice of such dispute is delivered by either Party), the Parties shall attempt to resolve the 


dispute at the senior management level.  If this process and the involvement of senior management 


do not result in resolution of the dispute within 60 calendar days from the date of referral to upper 


management, then the dispute shall be referred to and finally resolved through arbitration or legal 


proceedings.  The use of the foregoing procedure is a condition precedent to the commencement of 


any legal proceedings hereunder.  Neither the pendency of a dispute nor its consideration by 


arbitration shall excuse CITY from full and timely performance of Pipeline Relocation Project, as set 


forth in this Agreement. 


5. Any Party to this Agreement may declare a breach hereof by serving written notice 


describing the nature of the breach to the other Party.  The Party alleged to have breached the 


Agreement shall be afforded thirty (30) days from service of the notice of breach to take whatever 


steps necessary to cure the breach.  If the breach is not cured within the time parameters set forth 


herein, the Parties will avail themselves of the dispute procedure set forth in Section IV, Paragraph 4, 


above.  


6. This Agreement is made and entered into for the sole protection and benefit of the parties 


hereto.  No other person or entity shall have any right or action based upon the provisions of this 


Agreement. 


7. Any and all notices sent or required to be sent to the parties of this Agreement will be 


mailed by first class mail, postage prepaid, to the following addresses: 


 CITY OF WILDOMAR  ELSINORE VALLEY MUNICIPAL WATER DISTRICT 
 23873 Clinton Keith Road, Ste 201  31315 Chaney Street 
 Wildomar, CA 92595  Lake Elsinore, CA 92530 
 Attn: City Engineer   Attn:  General Manager    
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8. If any provision in this Agreement is held by a court of competent jurisdiction to be 


invalid, void or unenforceable, the remaining provisions will nevertheless continue in full force without 


being impaired or invalidated in any way. 


9. This Agreement is to be construed in accordance with the laws of the State of California. 


10. The Parties hereto shall not assign this Agreement without the written consent of the 


other parties. 


11. Any action at law or in equity brought by any of the Parties hereto for the purpose of 


enforcing a right or rights provided for by the Agreement, shall be tried in a court of competent 


jurisdiction in the County of Riverside, State of California, and the Parties hereto waive all provisions 


of law providing for a change of venue in such proceedings to any other county. 


12. Any waiver by CITY or EVMWD, or any breach by any other party of any provision of this 


Agreement shall not be construed to be a waiver of any subsequent or other breach of the same or 


any other provision hereof. Failure on the part of CITY or EVMWD to require from any other party 


exact, full and complete compliance with any of the provisions of this Agreement shall not be 


construed as in any manner changing the terms hereof, or estopping CITY or EVMWD from enforcing 


this Agreement. 


13. This Agreement is intended by the Parties hereto as a final expression of their 


understanding with respect to the subject matter hereof and as a complete and exclusive statement 


of the terms and conditions thereof and supersedes any and all prior and contemporaneous 


agreements and understandings, oral and written, in connection therewith. This Agreement may be 


changed or modified only upon the written consent of the Parties hereto. 
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14. This Agreement may be executed and delivered in any number of counterparts or copies, 


hereinafter called "COUNTERPART", by the Parties hereto.  When each party has signed and delivered 


at least one COUNTERPART to the other Parties hereto, each COUNTERPART shall be deemed an 


original and, taken together, shall constitute one and the same Agreement, which shall be binding and 


effective as to the Parties hereto. 


15. The signatories hereto represent that they have been appropriately authorized to 


execute this Agreement on behalf of the Party for whom they sign.  


16. If any lawsuit is commenced to enforce any of the terms of this Agreement, the prevailing 


Party will have the right to recover its reasonable attorney’s fees and costs of suit from the other Party.  
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 IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the 
date(s) set forth below 
 


SIGNATURE PAGE TO 
COOPERATIVE FUNDING AGREEMENT 


MISSION TRAIL (SEDCO) PHASE II SIDEWALK IMPROVEMENT PROJECT 
 
 


   
CITY OF WILDOMAR 
 
 
 
By                                            _  


 Daniel A. York     
 City Engineer  
 
Date: ______                                             
 
 
 
ELSINORE VALLEY MUNICIPAL WATER DISTRICT 
 
 
By    _________  


 Greg Thomas 
 General Manager 
 
Date: _________________________                                         
  
 
 
 
 
 
 
 
 
 







Exhibit A- 
Sidewalk Project







EXHIBIT B


EVMWD Water Facilities Relocation


Appurtenance Station on Plans Work to be performed Notes


Meter 12+70


Install new traffic‐rated meter box 


& raise to grade 32501 Crescent Ave


Meter 13+75


Install new traffic‐rated meter box 


& raise to grade 32532 Mission Trail


Meter 14+70


Install new traffic‐rated meter box 


& raise to grade 32534 Mission Trail


Meter 15+21


Install new traffic‐rated meter box 


& raise to grade 32538 Mission Trail


Meter 15+40


Install new traffic‐rated meter box 


& raise to grade 32542 Mission Trail


Meter 15+97


Install new traffic‐rated meter box 


& raise to grade Empty Lot unclear if exists


Meter 19+19


Install new traffic‐rated meter box 


& raise to grade 32560 Mission Trail


Meter 19+44


Install new traffic‐rated meter box 


& raise to grade 32566 Mission Trail


Meter 20+17


Install new traffic‐rated meter box 


& raise to grade 32572 Mission Trail


Meter 20+67


Install new traffic‐rated meter box 


& raise to grade 32574 Mission Trail


Meter 12+00


Install new traffic‐rated meter box 


& raise to grade


32510 Mission Trail (Not shown on 


plans)


Meter 13+25


Install new traffic‐rated meter box 


& raise to grade


32526 Mission Trail (Not shown on 


plans)


Meter 21+20


Install new traffic‐rated meter box 


& raise to grade


32576 Mission Trail (Not shown on 


plans)


Meter 21+55


Install new traffic‐rated meter box 


& raise to grade


32580 Mission Trail (Not shown on 


plans)







CITY OF WILDOMAR – CITY COUNCIL 
                                                                                     Agenda Item #1.9 


 CONSENT CALENDAR 
Meeting Date: February 12, 2020 


______________________________________________________________________ 
 
TO:  Mayor and City Council Members 
 
FROM:  Dan York, Assistant City Manager 
 
FROM:  Cameron Luna, Associate Engineer 
 
SUBJECT:  Second Amendment to Professional Service Agreement for 


Wildomar/Sedco Sidewalk Improvement Project – Phase III Design 
 


STAFF REPORT 
 


RECOMMENDATION: 
Staff recommends that the City Council authorize the City Manager to execute the Second 
Amendment to the Wildomar/Sedco Sidewalk Improvement Professional Services 
Agreement with TKE Engineering, Inc. 
 
 
BACKGROUND: 
Through a Community Development Block Grant Cooperation Agreement, dated Nov. 7th, 
2016, between the County and City, Wildomar was awarded $101,130 for the planning 
and design phase for the Wildomar/Sedco Sidewalk Improvement Project - 1.WD.12-15. 
 
On April 12th, 2017 The City Council awarded a Professional Services Agreement (PSA) 
to TKE Engineering, Inc. in the amount of $81,320 to design the sidewalk improvement. 
The First Amendment was approved by the City Council on May 10, 2017 amending the 
Agreement to include Additional Federal Requirements as requested by Riverside County 
EDA, who administers the Community Development Block Grant funds for the City.   
 
On December 12th, 2018 The City Council awarded a construction contract to Leonida 
Builders, Inc. in the amount of $315,632.50 for constructing Phase I of the Sidewalk 
Improvement along Mission Trail from Olive Street to 200’ North of Sedco Boulevard. On 
June 12, 2019 The City Council adopted Resolution 2019-33, which accepted the Phase 
I improvements and authorized staff to file a Notice of Completion for the project. 
 
On December 11th, 2019 The City Council awarded a construction contract to I.E. 
General Engineering, Inc. in the amount of $299,990 for constructing Phase II of the 
Wildomar/Sedco Sidewalk Improvement Project along Mission Trail from Elberta Road to 
200’ North of Sedco Boulevard, and a segment of Crescent Avenue near Olive Street. 
The Phase II project is currently under construction. 
 







 
DISCUSSION: 
With the concurrence of EDA due to cost efficiencies achieved in the procurement of 
construction bids received for Phase II, the City and the County desire to use remaining 
CDBG funds to engineer the third and final phase of the sidewalk improvement project 
(Phase III). Attachment A shows the limits of Phase III from Elberta Road to Malaga Road. 
 
Exhibit ‘B’ to the Second Amendment (Attachment B) is the proposal from TKE 
Engineering detailing the items of work, which shows an additional scope cost of $67,682 
to bring the contract total to $149,002. 
 
 
FISCAL IMPACTS: 
The additional Professional Design Services associated with the Second Amendment to 
the PSA is fully funded in CDBG funds (Fund 282-973-4500-52115). These funds will be 
used to cover the design, preliminary engineering and administration costs for Phase III. 
 
There is no fiscal impact to the City’s General Fund. 
 
 
Submitted by:      Approved by: 
Daniel A. York      Gary Nordquist 
Assistant City Manager     City Manager 
Director of Public Works/City Engineer 
 
 
ATTACHMENTS: 


A. Location of Improvements 
B. Second Amendment 
C. Professional Services Agreement 







Attachment A 


Limits: Mission Trail, from Elberta Road to Malaga Road







Attachment B 







 
 
 
 
 
 
 
 
 
 


SECOND AMENDMENT TO 
PROFESSIONAL SERVICES AGREEMENT 


FOR WILDOMAR/SEDCO SIDEWALK PROJECT 
#1.WD.12-15 


 
 
 


by and between the 


CITY OF WILDOMAR 
 


and 
 


TKE ENGINEERING, INC. 
 
 
 
 
 
 
 


Dated February 12, 2020 
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SECOND AMENDMENT TO PROFESSIONAL SERVICES AGREEMENT FOR 
WILDOMAR/SEDCO SIDEWALK PROJECT #1.WD.12-15 


This Second Amendment to Agreement for Professional Services (“First 
Amendment”), which is dated for reference as indicated on the cover page, is hereby 
entered into by and between the CITY OF WILDOMAR, a California general law city 
(“City”), and TKE Engineering, Inc., a State of California Corporation (“Design 
Professional”), as follows:


RECITALS 


A. City and Design Professional entered in an agreement for Professional
Services on April 12, 2017 (“Agreement”). The Agreement provides that Design 
Professional will perform Professional Design services for the Wildomar/Sedco Sidewalk 
Project. 


B. The Wildomar/Sedco Sidewalk Project is funded by Community
Development Block Grant Funds. Therefore Additional Federal Requirements shall be 
included in the design Agreement. 


C. The First Amendment included Exhibit A – Additional Federal
Requirements. 


D. Sections 2 and 4 of the Agreement provide the Scope and Cost for the
performance of the services, respectively. 


E. The Second Amendment amends Section 2 to add Professional Design
services from Elberta Street to Malaga Road (“Phase III”).


F. The Second Amendment amends Section 4 to increase the agreement 
cost to $149,002. 


OPERATIVE PROVISIONS 


NOW, THEREFORE, in consideration of the promises made and recited herein, 
the parties do hereby enter into this Second Amendment which modifies and amends 
the Agreement as follows: 


1. AMENDMENT. The Agreement is hereby modified and amended as 
follows: 


1.1 Exhibit B – Scope and Fee for Phase III Professional Design services 


2. GENERAL PROVISIONS


2.1 Remainder Unchanged. Except as specifically modified and
amended in this Second Amendment, the Agreement remains in full 
force and effect and binding upon the parties. 
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2.2 Integration. The Second Amendment consists of pages 1 through 4 
inclusive and Exhibit B – Scope and Fee for Phase III Professional 
Design services, which constitute the entire understanding and 
agreement of the parties and supersedes all negotiations or previous 
agreements between the parties with respect to all or any part of the 
transaction discussed in this Second Amendment. 


2.3 Effective Date. This Second Amendment shall not become effective 
until the date it has been formally approved by the City Council and 
executed by the appropriate authorities of the City and Design 
Professional. 


2.4 Applicable Law. The laws of the State of California shall govern the 
interpretation and enforcement of this Second Amendment. 


2.5 References. All references to the Agreement include all their 
respective terms and provisions. All defined terms utilized in this 
Second Amendment have the same meaning as provided in the 
Agreement, unless expressly stated to the contrary in this Second 
Amendment. 







-3- 


IN WITNESS WHEREOF, the parties hereto have executed this
Second Amendment to the Agreement on the date and year first written 


above. 


CITY 


CITY OF WILDOMAR 


By:  
Gary Nordquist, City Manager 


ATTEST: 


Janet Morales, Acting City Clerk 


APPROVED AS TO FORM 


Thomas D. Jex, City Attorney 


DESIGN PROFESSIONAL 


TKE Engineering, Inc. 


By:  
Name: 
Title: 


By:  
Name: 
Title: 







A notary public or other officer completing this certificate verifies only the identity of the individual who signed the 
document to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document. 


 
ALL-PURPOSE ACKNOWLEDGMENT NOTARY FOR CALIFORNIA 


 


STATE OF CALIFORNIA ) 


COUNTY OF ) 


On __________, 200___,  before me, __________________, Notary Public, personally appeared _______________ 
__________________________, who proved to me on the basis of satisfactory evidence to be the person(s) whose 
names(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they executed the same in 
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the entity 
upon behalf of which the person(s) acted, executed the instrument. 


I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true and 
correct. 


WITNESS my hand and official seal. 


 


__________________________________________ 
(SIGNATURE OF NOTARY) 


 


OPTIONAL 
Though this section is optional, completing this information can deter alternation of the document or fraudulent 
reattachment of this form to an unintended document. 


CAPACIT(IES) CLAIMED BY SIGNER(S) 


Signer's Name:  ___________________________ 


DESCRIPTION OF ATTACHED DOCUMENT 


 INDIVIDUAL 
 CORPORATE OFFICER 


 _______________________________ 
TITLE(S) 


 PARTNER(S)  LIMITED 
    GENERAL 


 ATTORNEY-IN-FACT 
 TRUSTEE(S) 
 GUARDIAN/CONSERVATOR 
 OTHER_______________________________ 


SIGNER IS REPRESENTING: 
(NAME OF PERSON(S) OR ENTITY(IES)) 
_____________________________________________ 
_____________________________________________ 
 


___________________________________ 
TITLE OR TYPE OF DOCUMENT 


___________________________________ 
NUMBER OF PAGES 


___________________________________ 
DATE OF DOCUMENT 


___________________________________ 
SIGNER(S) OTHER THAN NAMED ABOVE 


RIV #4845-1206-0416 v1    
 







A notary public or other officer completing this certificate verifies only the identity of the individual who signed the 
document to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document. 


 
ALL-PURPOSE ACKNOWLEDGMENT NOTARY FOR CALIFORNIA 


 


STATE OF CALIFORNIA ) 


COUNTY OF ) 


On __________, 200___,  before me, __________________, Notary Public, personally appeared _______________ 
__________________________, who proved to me on the basis of satisfactory evidence to be the person(s) whose 
names(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they executed the same in 
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the entity 
upon behalf of which the person(s) acted, executed the instrument. 


I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true and 
correct. 


WITNESS my hand and official seal. 
 


__________________________________________ 


(SIGNATURE OF NOTARY) 


 


OPTIONAL 
Though this section is optional, completing this information can deter alternation of the document or fraudulent 
reattachment of this form to an unintended document. 


CAPACIT(IES) CLAIMED BY SIGNER(S) 


Signer's Name:  ___________________________ 


DESCRIPTION OF ATTACHED DOCUMENT 


 INDIVIDUAL 
 CORPORATE OFFICER 


 _______________________________ 
TITLE(S) 


 PARTNER(S)  LIMITED 
    GENERAL 


 ATTORNEY-IN-FACT 
 TRUSTEE(S) 
 GUARDIAN/CONSERVATOR 
 OTHER_______________________________ 


SIGNER IS REPRESENTING: 
(NAME OF PERSON(S) OR ENTITY(IES)) 
_____________________________________________ 
_____________________________________________ 
 


___________________________________ 
TITLE OR TYPE OF DOCUMENT 


___________________________________ 
NUMBER OF PAGES 


___________________________________ 
DATE OF DOCUMENT 


___________________________________ 
SIGNER(S) OTHER THAN NAMED ABOVE 
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EXHIBIT A 







Additional Federal Requirements 


Whereas, the work under this Agreement is subject to applicable Federal, State, and local laws and regulations, 
including but not limited to the regulations pertaining to the Community Development Block Grant (24 CFR Part 
570)  and the Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards (2 
CFR 200).  All contractors, sub-contractors, consultants, and sub-consultants agree to comply with, and are subject 
to, the following Federal requirements (if applicable): 


1. Equal Employment Opportunity - Compliance with Executive Order 11246 of September 24, 1965,
entitled "Equal Employment Opportunity", as amended by Executive Order 11375 of October 13, 1967, and as 
supplemented in Department of Labor regulations (41 CFR chapter 60). The Contractor/Consultant will not 
discriminate against any employee or applicant for employment because of race, color, religion, sex, or national 
origin. Contractor/Consultant will ensure that all qualified applicants will receive consideration for employment 
without regard to race, color, religion, sex or national origin. The Contractor/Consultant will take affirmative action 
to ensure that applicants are employed and the employees are treated during employment, without regard to their 
race color, religion, sex, or national origin.  Such actions shall include, but are not limited to, the following: 
employment, up-grading, demotion, or transfer; recruitment or recruitment advertising; rates of pay or other forms 
of compensation; and selection for training, including apprenticeship.  The Contractor/Consultant agrees to post in a 
conspicuous place, available to employees and applicants for employment, notices to be provided by the County 
setting forth the provisions of this non-discriminating clause. 


2. Copeland “Anti-Kickback” Act (18 U.S.C. 874 and 40 U.S.C. 276c: All contracts and subgrants in excess
of $2,000 for construction or repair awarded by recipients and subrecipients shall include a provision for compliance 
with the Copeland “Anti-Kickback” Act (18 U.S.C. 874), as supplemented by Department of Labor regulations (29 
CFR part 3, “Contractors and Subcontractors on Public Building or Public Work Financed in Whole or in Part by 
Loans or Grants from the United States”). The Act provides that each contractor or subrecipient shall be prohibited 
from inducing, by any means, any person employed in the construction, completion, or repair of public work, to give 
up any part of the compensation to which he is otherwise entitled. The recipient shall report all suspected or reported 
violations to HUD. 


3. Davis-Bacon Act, as amended (40 U.S.C. 276a to a-7: When required by Federal program legislation, all
construction contracts awarded by the recipients and subrecipients of more than $2000 shall include a provision for 
compliance with the Davis-Bacon Act (40 U.S.C. 276a to a-7) and as supplemented by Department of Labor 
regulations (29 CFR part 5, “Labor Standards Provisions Applicable to Contracts Governing Federally Financed and 
Assisted Construction”). Under this Act, contractors shall be required to pay wages to laborers and mechanics at a 
rate not less than the minimum wages specified in a wage determination made by the Secretary of Labor. In 
addition, contractors shall be required to pay wages not less than once a week. The recipient shall place a copy of the 
current prevailing wage determination issued by the Department of Labor in each solicitation and the award of a 
contract shall be conditioned upon the acceptance of the wage determination. The recipient shall report all suspected 
or reported violations to HUD. 


4. Contract Work Hours and Safety Standards Act (40 U.S.C. 327 through 333: Where applicable, all
contracts awarded by recipients in excess of $2000 for construction contracts and in excess of $2500 for other 
contracts that involve the employment of mechanics or laborers shall include a provision for compliance with 
Sections 102 and 107 of the Contract Work Hours and Safety Standards Act (40 U.S.C. 327–333), as supplemented 
by Department of Labor regulations (29 CFR part 5). Under Section 102 of the Act, each contractor shall be required 
to compute the wages of every mechanic and laborer on the basis of a standard workweek of 40 hours. Work in 
excess of the standard workweek is permissible provided that the worker is compensated at a rate of not less than 1 
1/2 times the basic rate of pay for all hours worked in excess of 40 hours in the workweek. Section 107 of the Act is 
applicable to construction work and provides that no laborer or mechanic shall be required to work in surroundings 
or under working conditions which are unsanitary, hazardous or dangerous. These requirements do not apply to the 
purchases of supplies or materials or articles ordinarily available on the open market, or contracts for transportation 
or transmission of intelligence. 
5. Rights to Inventions Made Under a Contract or Agreement— Contracts or agreements for the
performance of experimental, developmental, or research work shall provide for the rights of the Federal 







Government and the recipient in any resulting invention in accordance with 37 CFR part 401, “Rights to Inventions 
Made by Nonprofit Organizations and Small Business Firms Under Government Grants, Contracts and Cooperative 
Agreements,” and any implementing regulations issued by HUD. 
 
6. Rights to Data and Copyrights – Contractors and consultants agree to comply with all applicable 
provisions pertaining to the use of data and copyrights pursuant to 48 CFR Part 27.4, Federal Acquisition 
Regulations (FAR). 
 
7.  Clean Air Act (42 U.S.C. 7401 et seq.) and the Federal Water Pollution Control Act (33 U.S.C. 1251 et 
seq.), as amended—Contracts and subgrants of amounts in excess of $100,000 shall contain a provision that requires 
the recipient to agree to comply with all applicable standards, orders or regulations issued pursuant to the Clean Air 
Act (42 U.S.C. 7401 et seq.) and the Federal Water Pollution Control Act as amended (33 U.S.C. 1251 et seq.). 
Violations shall be reported to HUD and the Regional Office of the Environmental Protection Agency (EPA). 
 
8.  Byrd Anti-Lobbying Amendment (31 U.S.C. 1352)— Contractors who apply or bid for an award of 
$100,000 or more shall file the required certification. Each tier certifies to the tier above that it will not and has not 
used Federal appropriated funds to pay any person or organization for influencing or attempting to influence an 
officer or employee of any agency, a member of Congress, officer or employee of Congress, or an employee of a 
member of Congress in connection with obtaining any Federal contract, grant or any other award covered by 31 
U.S.C. 1352. Each tier shall also disclose any lobbying with non-Federal funds that takes place in connection with 
obtaining any Federal award. Such disclosures are forwarded from tier to tier up to the recipient. 
 
9.  Debarment and Suspension (E.O.s 12549 and 12689)—No contract shall be made to parties listed on the 
General Services Administration's List of Parties Excluded from Federal Procurement or Nonprocurement Programs 
in accordance with E.O.s 12549 and 12689, “Debarment and Suspension,” as set forth at 24 CFR Part 24. This list 
contains the names of parties debarred, suspended, or otherwise excluded by agencies, and contractors declared 
ineligible under statutory or regulatory authority other than E.O. 12549. Contractors with awards that exceed the 
small purchase threshold shall provide the required certification regarding its exclusion status and that of its 
principal employees. 
 
10.  Drug-Free Workplace Requirements—The Drug-Free Workplace Act of 1988 (42 U.S.C. 701) requires 
grantees (including individuals) of federal agencies, as a prior condition of being awarded a grant, to certify that 
they will provide drug-free workplaces. Each potential recipient must certify that it will comply with drug-free 
workplace requirements in accordance with the Act and with HUD's rules at 24 CFR Part 24, subpart F. 
 
11. Access to Records and Records Retention: The Consultant or Contractor, and any sub-consultants or sub-
contractors, shall allow all duly authorized Federal, State, and/or County officials or authorized representatives 
access to the work area, as well as all books, documents, materials, papers, and records of the Consultant or 
Contractor, and any sub-consultants or sub-contractors, that are directly pertinent to a specific program for the 
purpose of making audits, examinations, excerpts, and transcriptions. The Consultant or Contractor, and any sub-
consultants or sub-contractors, further agree to maintain and keep such books, documents, materials, papers, and 
records, on a current basis, recording all transactions pertaining to this agreement in a form in accordance with 
generally acceptable accounting principles.  All such books and records shall be retained for such periods of time as 
required by law, provided, however, notwithstanding any shorter periods of retention, all books, records, and 
supporting detail shall be retained for a period of at least four (4) years after the expiration of the term of this 
Agreement. 
 
12. Federal Employee Benefit Clause: No member of or delegate to the congress of the United States, and no 
Resident Commissioner shall be admitted to any share or part of this agreement or to any benefit to arise from the 
same. 
 
13. Energy Efficiency: Mandatory standards and policies relating to energy efficiency which are contained in 
the State energy conservation plan issued in compliance with the Energy Policy and Conservation Act (Pub. L. 94A 
163, 89 Stat. 871).  
14. Procurement of Recovered Materials (2 CFR 200.322.)  A non-Federal entity that is a state agency or 
agency of a political subdivision of a state and its contractors must comply with section 6002 of the Solid Waste 







Disposal Act, as amended by the Resource Conservation and Recovery Act. The requirements of Section 6002 
include procuring only items designated in guidelines of the Environmental Protection Agency (EPA) at 40 CFR 
part 247 that contain the highest percentage of recovered materials practicable, consistent with maintaining a 
satisfactory level of competition, where the purchase price of the item exceeds $10,000 or the value of the quantity 
acquired by the preceding fiscal year exceeded $10,000; procuring solid waste management services in a manner 
that maximizes energy and resource recovery; and establishing an affirmative procurement program for procurement 
of recovered materials identified in the EPA guidelines. 







EXHIBIT B



























ID Task Name Duration Start
1 Initial "Kick Off" Meeting 1 day Mon 3/2/20


2 Records Research 20 days Tue 3/3/20


3 Design Survey 3 days Tue 3/10/20


4 Base Construction Drawings 10 days Fri 3/13/20


5 Composite Utility Plan 1 day Fri 3/27/20


6 30% Design 10 days Fri 3/27/20


7 Presentation to City Staff 0 days Thu 4/9/20


8 65% Design 20 days Fri 4/10/20


9 Coordination with Agencies/Utilities 10 days Fri 5/8/20


10 65% Design Review Meeting 0 days Thu 5/28/20


11 95% Design 10 days Fri 5/29/20


12 95% Design Review Meeting 0 days Thu 7/2/20


13 100% Design 5 days Fri 7/3/20


14 Final Coordination with Agencies/Utilities 10 days Fri 7/10/20
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City of Wildomar
Wildomar/Sedco Sidewalk Project Phase 3


Mission Trail Between Elberta Road and Malaga Road
Project Schedule


Page 1


Project: Design Schedule 02-03-20
Date: Mon 2/3/20







Total
Task No. Task Hours $ Hours $ Hours $ Hours $ Hours $ $


Schedule I
1. Initial "Kick Off" Meeting 4 600$         2 280$           -$         2 150$         -$        1,030$         
2. Records Research 2 300$         8 1,120$        4 480$        8 600$         -$        2,500$         
3. Design Surveying 2 300$         2 280$           -$         -$          24 5,520$    6,100$         
4. Base Construction Drawings 2 300$         8 1,120$        40 4,800$     -$          -$        6,220$         
5. Composite Utility Plan 2 300$         4 560$           4 480$        -$          -$        1,340$         
6. 30% Design 4 600$         8 1,120$        24 2,880$     4 300$         -$        4,900$         
7. Presentation to City Staff 4 600$         4 560$           -$         2 150$         -$        1,310$         
8. 65% Design 16 2,400$      24 3,360$        80 9,600$     24 1,800$      -$        17,160$       
9. Coordination with Agencies/Utilities 2 300$         8 1,120$        -$         8 600$         -$        2,020$         


10. 65% Design Review Meeting 2 300$         2 280$           -$         1 75$           -$        655$            
11. 95% Design 8 1,200$      24 3,360$        40 4,800$     16 1,200$      -$        10,560$       
12. 95% Design Review Meeting 2 300$         2 280$           -$         1 75$           -$        655$            
13. 100% Design 4 600$         16 2,240$        24 2,880$     8 600$         -$        6,320$         
14. Final Coordination with Agencies/Utilities 2 300$         8 1,120$        -$         8 600$         -$        2,020$         
15. Assistance During Advertisement and 


Construction 8 1,200$      8 1,120$        -$         8 600$         -$        2,920$         


Subtotal: 64 9,600$      128 17,920$      216 25,920$   90 6,750$      24 5,520$    65,710$       
Reimbursables(@3%) 1.): 1,972$         


Total: 67,682$       


Rates: Notes:
Project Manager 150$  /HR 1.)  Reimbursables Include Cost for Prints, Copies, Mileage, Etc.
Project Engineer 140$  /HR
Assistant Engineer/Designer 120$  /HR
Clerical 75$    /HR
2-Man Survey Crew 230$  /HR   TKE Engineering, Inc.


City of Wildomar
Engineering Design Services for Wildomar/Sedco Sidewalk Project Phase 3


Fee Schedule Breakdown


Project Manager Project Engineer
Assistant 


Engineer/Designer Clerical Survey Crew


Elberta Road to Malaga Road
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CITY OF WILDOMAR - CITY COUNCIL  
Agenda Item #1.10 


CONSENT CALENDAR 
Meeting Date: February 12, 2020  


______________________________________________________________________ 
 
TO:   Mayor and Council Members 
 
FROM:  Dan York, Assistant City Manager 
 
PREPARED BY: Warren Repke, Capital Projects Manager 
 
SUBJECT:  Award Services Agreement for Preparation of a Systemic Safety 


Analysis Report (SSAR) (CIP 51) 
 


STAFF REPORT 
 


RECOMMENDATION: 
Staff recommends that the City Council authorize the City Manager to execute a Services 
Agreement between the City of Wildomar and KOA Corporation. 
 
 
BACKGROUND: 
The City of Wildomar applied for and was awarded a grant from the California Department 
of Transportation (CalTrans) for the preparation of a Systemic Safety Analysis Report 
(SSAR). The report will obtain and analize collision data to identify safety issues and 
recommend countermeasures. The report can be used as a basis to apply for additional 
funding under the Highway Safety Improvement Program (HSIP) administered by 
CalTrans. 
 


DISCUSSION: 
Staff prepared a formal Request for Proposals (RFP) for Professional Services from firms 
specializing in Transportation Planning and Engineering. Proposals were submitted from 
eight (8) qualified firms. A proposal review panel of three was selected to review and 
evaluate the proposals. Bases on the results of the panels evaluations KOA Corporation 
was selected as the most qualified to perform the study. Staff and the consultant have 
finalized a Services Agreement including a detailed scope of work and fee (Attachment 
A).   
 
 
FISCAL IMPACTS: 
The cost of the proposed service by KOA is $74,562.43. Total cost of the Study is 
estimated at $83,495 including Staff project administration costs. Funding is included in 
the FY 19/20 budget for CIP 051, and consists of $75.510 is State Grant Funds and 
$7,985 in Measure A funds. 
 
 







 
Submitted by:      Approved by: 
Dan York       Gary Nordquist 
Assistant City Manager     City Manager 
Director of Public Works 
City Engineer     
 
    
ATTACHMENT: 


A. Services Agreement 
 


 







AGREEMENT FOR SERVICES 
BETWEEN 


THE CITY OF WILDOMAR, CALIFORNIA 
AND 


KOA CORPORATION 


This Agreement for Services (“Agreement”) is entered into as of this 12th day of 
February, 2020 by and between the City of Wildomar, a municipal corporation (“City”) and 
KOA Corporation, a California Corporation (“Service Provider”). City and Service Provider 
are sometimes hereinafter individually referred to as “Party” and hereinafter collectively 
referred to as the “Parties.” 


RECITALS 
A. City has sought, by request for proposals the performance of the services


defined and described particularly in Section 2 of this Agreement. 


B. Service Provider, following submission of a proposal for the performance of
the services defined and described particularly in Section 2 of this Agreement, was 
selected by the City to perform those services. 


C. Pursuant to the City of Wildomar’s Municipal Code, City has authority to
enter into this Services Agreement and the City Manager has authority to execute this 
Agreement. 


D. The Parties desire to formalize the selection of Service Provider for
performance of those services defined and described particularly in Section 2 of this 
Agreement and desire that the terms of that performance be as particularly defined and 
described herein. 


OPERATIVE PROVISIONS 


NOW, THEREFORE, in consideration of the mutual promises and covenants made 
by the Parties and contained here and other consideration, the value and adequacy of 
which are hereby acknowledged, the Parties agree as follows: 


SECTION 1. TERM OF AGREEMENT. 


Subject to the provisions of Section 20 "Termination of Agreement" of this 
Agreement, the Term of this Agreement is for 
date first ascribed above. 


commencing on the 


SECTION 2. SCOPE OF SERVICES & SCHEDULE OF PERFORMANCE. 


(a) Scope of Services. Service Provider agrees to perform the services set forth
in Exhibit “A” “Scope of Services” (hereinafter, the “Services”) and made a part of this 
Agreement by this reference. 


One year 







(b) Schedule of Performance. The Services shall be completed pursuant to the 
schedule specified in Exhibit “A.” Should the Services not be completed pursuant to that 
schedule, the Service Provider shall be deemed to be in Default of this Agreement. The 
City, in its sole discretion, may choose not to enforce the Default provisions of this 
Agreement and may instead allow Service Provider to continue performing the Services. 


 
SECTION 3. ADDITIONAL SERVICES. 


 
Service Provider shall not be compensated for any work rendered in connection 


with its performance of this Agreement that are in addition to or outside of the Services 
unless such additional services are authorized in advance and in writing in accordance 
with Section 26 “Administration and Implementation” or Section 28 “Amendment” of this 
Agreement. If and when such additional work is authorized, such additional work shall be 
deemed to be part of the Services. 


 
SECTION 4. COMPENSATION AND METHOD OF PAYMENT. 


(a) Subject to any limitations set forth in this Agreement, City agrees to pay 
Service Provider the amounts specified in Exhibit “B” “Compensation” and made a part of 
this Agreement by this reference. The total compensation, including reimbursement 
for  actual  expenses,  shall  not  exceed seventy-four thousand five hundred sixty-two  
dollars and 43 cents ($74,562.43), unless additional compensation is approved in writing 
in accordance with Section 26 “Administration and Implementation” or Section 28 
“Amendment” of this Agreement. In accordance with California Government Code Section 
8546.7, if the Not to Exceed Amount exceeds TEN THOUSAND DOLLARS ($10,000.00), 
this Agreement and the Service Provider's books and records related to this Agreement 
shall be subject to the examination and audit of the State Auditor, at the request of City 
or as part of any audit of the City, for a period of three (3) years after final payment under 
the Agreement. 


(b) Each month Service Provider shall furnish to City an original invoice for all 
work performed and expenses incurred during the preceding month. The invoice shall 
detail charges by the following categories: labor (by sub-category), travel, materials, 
equipment, supplies, and sub-Service Provider contracts. Sub-Service Provider  charges 
shall be detailed by the following categories: labor, travel, materials, equipment and 
supplies. If the compensation set forth in subsection (a) and Exhibit “B” include payment 
of labor on an hourly basis (as opposed to labor and materials being paid as a lump sum), 
the labor category in each invoice shall include detailed descriptions of task performed 
and the amount of time incurred for or allocated to that task. City shall independently 
review each invoice submitted by the Service Provider to determine whether the work 
performed and expenses incurred are in compliance with the provisions of this 
Agreement. In the event that no charges or expenses are disputed,  the invoice shall be 
approved and paid according to the terms set forth in subsection (c). In the event any 
charges or expenses are disputed by City, the original invoice shall be returned by City to 
Service Provider for correction and resubmission. 


 
(c) Except as to any charges for work performed or expenses incurred by 


Service Provider which are disputed by City, City will use its best efforts to cause 







Service Provider to be paid within forty-five (45) days of receipt of Service Provider’s 
correct and undisputed invoice. 


(d) Payment to Service Provider for work performed pursuant to this Agreement
shall not be deemed to waive any defects in work performed by Service Provider. 


SECTION 5. INSPECTION AND FINAL ACCEPTANCE. 


City may inspect and accept or reject any of Service Provider’s work under this 
Agreement, either during performance or when completed. City shall reject or finally 
accept Service Provider’s work within sixty (60) days after submitted to City. City shall 
reject work by a timely written explanation, otherwise Service Provider’s work shall be 
deemed to have been accepted. City’s acceptance shall be conclusive as to such work 
except with respect to latent defects, fraud and such gross mistakes as amount to fraud. 
Acceptance of any of Service Provider’s work by City shall not constitute a waiver of any 
of the provisions of this Agreement including, but not limited to, Section 16 
“Indemnification” and Section 17 “Insurance.” 


SECTION 6. OWNERSHIP OF DOCUMENTS. 


All original maps, models, designs, drawings, photographs, studies, surveys, 
reports, data, notes, computer files, files and other documents prepared, developed or 
discovered by Service Provider in the course of providing the Services pursuant to this 
Agreement shall become the sole property of City and may be used, reused or otherwise 
disposed of by City without the permission of the Service Provider. Upon completion, 
expiration or termination of this Agreement, Service Provider shall turn over to City all 
such original maps, models, designs, drawings, photographs, studies, surveys, reports, 
data, notes, computer files, files and other documents. 


If and to the extent that City utilizes for any purpose not related to this Agreement 
any maps, models, designs, drawings, photographs, studies, surveys, reports, data, 
notes, computer files, files or other documents prepared, developed or discovered by 
Service Provider in the course of providing the Services pursuant to this Agreement, 
Service Provider’s guarantees and warranties in Section 9 “Standard of Performance” of 
this Agreement shall not extend to such use of the maps, models, designs, drawings, 
photographs, studies, surveys, reports, data, notes, computer files, files or other 
documents. 


All Final Work Product developed by Service Provider in the course of providing 
the Services pursuant to this Agreement shall become the sole property of City and may 
be used, reused or otherwise disposed of by City without the permission of the Service 
Provider. Upon completion, expiration or termination of this Agreement, Service Provider 
shall turn over to City all such Final Work Product if paid for by the City. This provision 
specifically excludes Service Providers’ work notes and drafts, which are owned by 
Service Provider, not City. 







SECTION 7. SERVICE PROVIDER'S BOOKS AND RECORDS. 


(a) Service Provider shall maintain any and all documents and records 
demonstrating or relating to Service Provider’s performance of the Services. Service 
Provider shall maintain any and all ledgers, books of account, invoices, vouchers, 
canceled checks, or other documents or records evidencing or relating to work, services, 
expenditures and disbursements charged to City pursuant to this Agreement. Any and all 
such documents or records shall be maintained in accordance with generally accepted 
accounting principles and shall be sufficiently complete and detailed so as to permit an 
accurate evaluation of the services provided by Service Provider pursuant to this 
Agreement. Any and all such documents or records shall  be  maintained for three (3) 
years from the date of execution of this Agreement and to the extent required by laws 
relating to audits of public agencies and their expenditures. 


 
(b) Any and all records or documents required to be maintained pursuant to this 


section shall be made available for inspection, audit and copying, at any time during 
regular business hours, upon request by City or its designated representative. Copies  of 
such documents or records shall be provided directly to the City for inspection, audit and 
copying when it is practical to do so; otherwise, unless an alternative is mutually agreed 
upon, such documents and records shall be made available at Service Provider’s address 
indicated for receipt of notices in this Agreement. 


 
(c) Where City has reason to believe that any of the documents or records 


required to be maintained pursuant to this section may be lost or discarded due to 
dissolution or termination of Service Provider’s business, City may, by written request, 
require that custody of such documents or records be given to the City. Access to such 
documents and records shall be granted to City, as well as to its successors-in-interest 
and authorized representatives. 


SECTION 8. INDEPENDENT CONTRACTOR. 
 


(a) Service Provider is and shall at all times remain a wholly independent 
contractor and not an officer, employee or agent of City. Service Provider shall have no 
authority to bind City in any manner, nor to incur any obligation, debt or liability of any kind 
on behalf of or against City, whether by contract or otherwise, unless such authority is 
expressly conferred under this Agreement or is otherwise expressly conferred in writing 
by City. 


 
(b) The personnel performing the Services under this Agreement on behalf of 


Service Provider shall at all times be under Service Provider’s exclusive direction and 
control. Neither City, nor any elected or appointed boards, officers, officials, employees 
or agents of City, shall have control over the conduct of Service Provider or any of Service 
Provider’s officers, employees, or agents except as set forth in this Agreement. Service 
Provider shall not at any time or in any manner represent that Service Provider or any of 
Service Provider’s officers, employees, or agents are in any manner officials, officers, 
employees or agents of City. 







(c) Neither Service Provider , nor any of Service Provider’s officers, employees
or agents, shall obtain any rights to retirement, health care or any other benefits which 
may otherwise accrue to City’s employees. Service Provider expressly waives any claim 
Service Provider may have to any such rights. 


SECTION 9. STANDARD OF PERFORMANCE. 


Service Provider represents and warrants that it has the qualifications, experience 
and facilities necessary to properly perform the Services required under this Agreement 
in a thorough, competent and professional manner.  Service Provider shall at all times 
faithfully, competently and to the best of its ability, experience and talent, perform all 
Services. In meeting its obligations under this Agreement, Service Provider shall employ, 
at a minimum, generally accepted standards and practices utilized by persons engaged 
in providing services similar to the Services required of Service Provider under this 
Agreement. In addition to the general standards of performance set forth this section, 
additional specific standards of performance and performance criteria may be set forth in 
Exhibit “A” “Scope of Work” that shall also be applicable to Service Provider’s work under 
this Agreement. Where there is a conflict between a general and a specific standard of 
performance or performance criteria, the specific standard or criteria shall prevail over the 
general. 


SECTION 10. COMPLIANCE WITH APPLICABLE LAWS; PERMITS AND 
LICENSES. 


Service Provider shall keep itself informed of and comply with all applicable federal, 
state and local laws, statutes, codes, ordinances, regulations and rules in effect during 
the term of this Agreement. Service Provider shall obtain any and all licenses, permits 
and authorizations necessary to perform the Services set forth in this Agreement. Neither 
City, nor any elected or appointed boards, officers, officials, employees or agents of City, 
shall be liable, at law or in equity, as a result of any failure of Service Provider to comply 
with this section. 


SECTION 11. PREVAILING WAGE LAWS 


It is the understanding of City and Service Provider that California prevailing wage 
laws do not apply to this Agreement because the Agreement does not involve any of the 
following services subject to prevailing wage rates pursuant to the California Labor Code 
or regulations promulgated thereunder: Construction, alteration, demolition, installation, 
or repair work performed on public buildings, facilities, streets or sewers done under 
contract and paid for in whole or in part out of public funds. In this context, “construction" 
includes work performed during the design and preconstruction phases of construction 
including, but not limited to, inspection and land surveying work. 


SECTION 12. NONDISCRIMINATION. 


Service Provider shall not discriminate, in any way, against any person on the basis 
of race, color, religious creed, national origin, ancestry, sex, age, physical handicap, 
medical condition or marital status in connection with or related to the performance of this 
Agreement. 







SECTION 13. UNAUTHORIZED ALIENS. 


Service Provider hereby promises and agrees to comply with all of the provisions 
of the Federal Immigration and Nationality Act, 8 U.S.C.A. §§ 1101, et seq., as amended, 
and in connection therewith, shall not employ unauthorized aliens as defined therein. 
Should Service Provider so employ such unauthorized aliens for the performance of the 
Services, and should the any liability or sanctions be imposed against City for such use 
of unauthorized aliens, Service Provider hereby agrees to and shall reimburse City for the 
cost of all such liabilities or sanctions imposed, together with any and all costs, including 
attorneys' fees, incurred by City. 


 
SECTION 14. CONFLICTS OF INTEREST. 


 
(a) Service Provider covenants that neither it, nor any officer or principal of its 


firm, has or shall acquire any interest, directly or indirectly, which would conflict in any 
manner with the interests of City or which would in any way hinder Service Provider’s 
performance of the Services. Service Provider further covenants that in  the performance 
of this Agreement, no person having any such interest shall be employed by it as an 
officer, employee, agent or subcontractor without the express written consent of the City 
Manager. Service Provider agrees to at all times avoid conflicts of interest or the 
appearance of any conflicts of interest with the interests of City in the performance of this 
Agreement. 


 
(b) City understands and acknowledges that Service Provider is, as of the date 


of execution of this Agreement, independently involved in the performance of non- related 
services for other governmental agencies and private parties.  Service Provider is 
unaware of any stated position of City relative to such projects. Any future position of City 
on such projects shall not be considered a conflict of interest for purposes of this section. 


(c) City understands and acknowledges that Service Provider will perform non-
related services for other governmental agencies and private Parties following the 
completion of the Services under this Agreement. Any such future service shall not be 
considered a conflict of interest for purposes of this section. 


SECTION 15. CONFIDENTIAL INFORMATION; RELEASE OF INFORMATION. 
 


(a) All information gained or work product produced by Service Provider in 
performance of this Agreement shall be considered confidential, unless  such information 
is in the public domain or already known to Service Provider. Service Provider shall not 
release or disclose any such information or work product to persons or entities other than 
City without prior written authorization from the City Manager, except as may be required 
by law. 


 
(b) Service Provider, its officers, employees, agents or subcontractors, shall 


not, without prior written authorization from the City Manager or unless requested by the 
City Attorney of City, voluntarily provide declarations, letters of support, testimony at 
depositions, response to interrogatories or other information concerning the work 
performed under this Agreement. Response to a subpoena or court order shall not be 







considered "voluntary" provided Service Provider gives City notice of such court order  
or subpoena. 


 
(c) If Service Provider, or any officer, employee, agent or subcontractor of 


Service Provider, provides any information or work product in violation of this Agreement, 
then City shall have the right to reimbursement and indemnity from Service Provider for 
any damages, costs and fees, including attorney's fees, caused by or incurred as a result 
of Service Provider’s conduct. 


 
Service Provider shall promptly notify City should Service Provider, its officers, 


employees, agents or subcontractors, be served with any summons, complaint, 
subpoena, notice of deposition, request for documents, interrogatories, request for 
admissions or other discovery request, court order or subpoena from any party regarding 
this Agreement and the work performed thereunder. City retains the right, but has no 
obligation, to represent Service Provider or be present at any deposition, hearing or 
similar proceeding. Service Provider agrees to cooperate fully with City and to provide 
City with the opportunity to review any response to discovery requests provided by 
Service Provider. However, this right to review any such response does not imply or mean 
the right by City to control, direct, or rewrite said response. Service Provider shall not be 
held criminally or civilly liable under any Federal or State trade secret law for the 
disclosure of a trade secret that is made in confidence to a Federal, State, or local 
government official or to an attorney solely for the purpose of reporting or investigating a 
suspected violation of law or for the disclosure of a trade secret that is made in a complaint 
or other document filed in a lawsuit or other proceeding, if such filing is made under seal. 


 
SECTION 16. INDEMNIFICATION. 


 
A. General 


 
(1) Indemnification for Professional Liability. Where the law establishes a 


professional standard of care for Service Provider’s services, to the fullest extent 
permitted by law, Service Provider shall indemnify, protect, defend and hold harmless 
City and any and all of its officials, employees and agents (“Indemnified Parties”) from 
and against any and all liability (including liability for claims, suits, actions, arbitration 
proceedings, administrative proceedings, regulatory proceedings, losses, expenses or 
costs of any kind, whether actual, alleged or threatened, including attorney’s fees and 
costs, court costs, interest, defense costs, and expert witness fees) arise out of, are a 
consequence of, or are in any way attributable to, in whole or in part, any negligent or 
wrongful act, error or omission of Service Provider, or by any individual or entity for which 
Service Provider is legally liable, including but not limited to officers, agents, employees 
or sub-contractors of Service Provider, in the performance of professional services under 
this Agreement. 


 
(2) Indemnification for Other than Professional Liability. Other than in the 


performance of professional services and to the full extent permitted by law, Service 
Provider shall indemnify, protect, defend and hold harmless City, and any and all of its 
employees, officials and agents from and against any liability (including liability for 







claims, suits, actions, arbitration proceedings, administrative proceedings, regulatory 
proceedings, losses, expenses or costs of any kind, whether actual, alleged or 
threatened, including attorney’s fees and costs, court costs, interest, defense costs, and 
expert witness fees), where the same arise out of, are a consequence of, or are in any 
way attributable to, in whole or in part, the performance of this Agreement by Service 
Provider, or by any individual or entity for which Service Provider is legally liable, including 
but not limited to officers, agents, employees or sub-contractors of Service Provider. 


(3) Indemnification from Sub-Service Providers. Service Provider agrees to
obtain executed indemnity agreements with provisions identical to those set forth in this 
section from each and every sub-Service Provider or any other person or entity involved 
by, for, with or on behalf of Service Provider in the performance of this Agreement naming 
the Indemnified Parties as additional indemnitees. In the event  Service  Provider fails to 
obtain such indemnity obligations from others as required herein, Service Provider agrees 
to be fully responsible according to the terms of this section. Failure of City to monitor 
compliance with these requirements imposes no additional obligations on City and will in 
no way act as a waiver of any rights hereunder. This obligation to indemnify and defend 
City as set forth herein is binding on the successors, assigns or heirs of Service Provider 
and shall survive the termination of this Agreement or this section. 


(4) City’s Negligence. The provisions of this section do not apply to claims
occurring as a result of City’s sole negligence. The provisions of this section shall not 
release City from liability arising from gross negligence or willful acts or omissions of City 
or any and all of its officials, employees and agents. 


B. Design Professional Indemnification


To the extent Service Provider or any sub-consultants are Design Professionals
as defined in Civil Code Section 2782.8, the following indemnification provisions shall 
apply: 


(1) Indemnification by Design Professional. Where the services to  be provided
by Design Professional under this Agreement are design professional  services, as that 
term is defined under Civil Code Section 2782.8, Design Professional agrees to 
indemnify, defend and hold harmless, the City, its officers, officials, employees and 
volunteers from any and all claims, demands, costs or liability that actually or allegedly 
arise out of, or pertain to, or relate to the negligence, recklessness or willful misconduct 
of Design Professional and its agents in the performance of services under this contract, 
but this indemnity does not apply to liability for damages for bodily injury, property damage 
or other loss, arising from the sole negligence, active negligence or willful misconduct by 
the City, its officers, official employees, and volunteers. If it is finally adjudicated that 
liability is caused by the comparative active negligence or willful misconduct of the City, 
then Design Professional’s indemnification and defense obligations shall be reduced in 
proportion to the established comparative liability of the City and shall not exceed the 
Design Professional’s proportionate percentage of fault. 







(2) As respects all acts or omissions which do not arise directly out of the 
performance of design professional services, including but not limited to those acts or 
omissions normally covered by general and automobile liability insurance, Design 
Professional agrees to indemnity, defend and hold harmless the City, its officers officials, 
employees and volunteers for an against any claim, demands, losses, liability of any kind 
or nature arising out of or in connection with the Design Professional's performance or 
failure to perform under the terms of this contract, excepting those which arise out of the 
active negligence, sole negligence or willful misconduct of the City, its officers, officials, 
employees and volunteers. 


 
(3) Indemnification from Sub-consultants. Design Professional agrees to obtain 


executed indemnity agreements with provisions identical to those set forth here  in this 
section from each and every sub-consultant, sub-contractor or any other person or entity 
involved by, for, with or on behalf of Design Professional in the performance of this 
Agreement naming the Indemnified Parties as additional indemnitees. In the event Design 
Professional fails to obtain such indemnity obligations from others as required here, 
Design Professional agrees to be fully responsible according to the terms of this section. 
Failure of City to monitor compliance with these requirements imposes no additional 
obligations on City and will in no way act as a waiver of any rights hereunder. This 
obligation to indemnify and defend City as set forth herein is binding on the successors, 
assigns or heirs of Design Professional and shall survive the termination of this 
Agreement or this section. 


 
(4) City's Negligence. The provisions of this section do not apply to Claims 


occurring as a result of City’s sole negligence. The provisions of this section shall not 
release City from liability arising from gross negligence or willful acts or omissions of City 
or any and all of its officials, employees and agents. 


SECTION 17. INSURANCE. 
 


Service Provider agrees to obtain and maintain in full force and effect during the 
term of this Agreement the insurance policies set forth in Exhibit “C” “Insurance” and made 
a part of this Agreement. All insurance policies shall be subject to approval by City as to 
form and content. These requirements are subject to amendment or waiver if so approved 
in writing by the City Manager. Service Provider agrees to  provide City with copies of 
required policies upon request. 


 
SECTION 18. ASSIGNMENT. 


The expertise and experience of Service Provider are material considerations for 
this Agreement. City has an interest in the qualifications and capability of the persons and 
entities who will fulfill the duties and obligations imposed upon Service Provider under 
this Agreement. In recognition of that interest, Service Provider shall not assign  or 
transfer this Agreement or any portion of this Agreement or the performance of any of 
Service Provider’s duties or obligations under this Agreement without the prior written 
consent of the City. Any attempted assignment shall be ineffective, null and void, and 
shall constitute a material breach of this Agreement entitling City to any and all remedies 
at law or in equity, including termination of this Agreement pursuant to Section 







20 “Termination of Agreement.” City acknowledges, however, that Service Provider, in 
the performance of its duties pursuant to this Agreement, may utilize sub-contractors. 


SECTION 19. CONTINUITY OF PERSONNEL. 


Service Provider shall make every reasonable effort to maintain the stability and 
continuity of Service Provider’s staff and sub-contractors, if any, assigned to perform the 
Services. Service Provider shall notify City of any changes in Service Provider’s staff and 
sub-contractors, if any, assigned to perform the Services prior to and during any such 
performance. 


SECTION 20. TERMINATION OF AGREEMENT. 


(a) City may terminate this Agreement, with or without cause, at any time by
giving thirty (30) days written notice of termination to Service Provider. In the event  such 
notice is given, Service Provider shall cease immediately all work in progress. 


(b) Service Provider may terminate this Agreement for cause at any time  upon
thirty (30) days written notice of termination to City. 


(c) If either Service Provider or City fail to perform any material obligation under
this Agreement, then, in addition to any other remedies, either Service Provider, or City 
may terminate this Agreement immediately upon written notice. 


(d) Upon termination of this Agreement by either Service Provider or City, all
property belonging exclusively to City which is in Service Provider’s possession shall be 
returned to City. Service Provider shall furnish to City a final invoice for work performed 
and expenses incurred by Service Provider, prepared as set forth in Section 4 
“Compensation and Method of Payment” of this Agreement. This final invoice shall be 
reviewed and paid in the same manner as set forth in Section 4 “Compensation and 
Method of Payment” of this Agreement. 


SECTION 21. DEFAULT. 


In the event that Service Provider is in default under the terms of this Agreement, 
the City shall not have any obligation or duty to continue compensating Service Provider 
for any work performed after the date of default. Instead, the City may give notice to 
Service Provider of the default and the reasons for the default. The notice shall include 
the timeframe in which Service Provider may cure the default. This timeframe is 
presumptively thirty (30) days, but may be extended, though not reduced, if circumstances 
warrant. During the period of time that Service Provider is in default, the City shall hold all 
invoices and shall, when the default is cured, proceed with payment on the invoices. In 
the alternative, the City may, in its sole discretion, elect to pay some or all of the 
outstanding invoices during the period of default. If Service Provider does not cure the 
default, the City may take necessary steps to terminate this Agreement under Section 20 
“Termination of Agreement.” Any failure on the part of the City to give notice of the Service 
Provider’s default shall not be deemed to result in a waiver of the City’s legal rights or any 
rights arising out of any provision of this Agreement. 







SECTION 22. EXCUSABLE DELAYS. 


Service Provider shall not be liable for damages, including liquidated damages, if 
any, caused by delay in performance or failure to perform due to causes beyond the 
control of Service Provider. Such causes include, but are not limited to, acts of God, acts 
of the public enemy, acts of federal, state or local governments, acts of City, court orders, 
fires, floods, epidemics, strikes, embargoes, and unusually severe weather. The term and 
price of this Agreement shall be equitably adjusted for any delays due to such causes. 


SECTION 23. COOPERATION BY CITY. 


All public information, data, reports, records, and maps as are existing and 
available to City as public records, and which are necessary for carrying out the Services 
shall be furnished to Service Provider in every reasonable way to facilitate, without undue 
delay, the Services to be performed under this Agreement. 


SECTION 24. NOTICES. 


All notices required or permitted to be given under this Agreement shall be in 
writing and shall be personally delivered, or sent by telecopier or certified mail, postage 
prepaid and return receipt requested, addressed as follows: 


To City: City of Wildomar 
Attn: City Manager 
23873 Clinton Keith Rd., Suite 201 
Wildomar, CA 92595 


To Service Provider: KOA Corporation 
Attn: Chuck Stephen 
2141 W. Orangethorpe Ave 
Orange, CA 92868 


Notice shall be deemed effective on the date personally delivered or transmitted 
by facsimile or, if mailed, three (3) days after deposit of the same in the custody of the 
United States Postal Service. 


SECTION 25. AUTHORITY TO EXECUTE. 


Each of the signatories hereto represents and warrants that he or she is competent 
and authorized to enter into this Agreement on behalf of the Party for whom he or she 
purports to sign. Each Party hereto agrees to defend, indemnify, and hold harmless the 
other Parties hereto against all claims, suits, actions, and demands, including necessary 
expenses of investigation and reasonable attorneys' fees and costs, arising out of claims 
that its signatory was not competent or so authorized to execute this Agreement. 







SECTION 26. ADMINISTRATION AND IMPLEMENTATION. 


This Agreement shall be administered and executed by the City Manager or his or 
her designated representative. The City Manager shall have the authority to issue 
interpretations and to make amendments to this Agreement, including amendments that 
commit additional funds, consistent with Section 28 “Amendment” and the City Manager’s 
contracting authority under the Wildomar Municipal Code. 


 
SECTION 27. BINDING EFFECT. 


 
This Agreement shall be binding upon the heirs, executors, administrators, 


successors and assigns of the Parties. 


SECTION 28. AMENDMENT. 
 


No amendment to or modification of this Agreement shall be valid unless made in 
writing and approved by the Service Provider and by the City. The City Manager shall 
have the authority to approve any amendment to this Agreement if the total compensation 
under this Agreement, as amended, would not exceed the City Manager’s contracting 
authority under the Wildomar Municipal Code. The Parties agree that the requirement for 
written modifications cannot be waived and that any attempted waiver shall be void. The 
City’s City Manager may, but is not required to, make minor amendments not affecting 
substantive terms without further authorization from the City Council. The City Council 
hereby authorizes the City Manager to execute any such amendments as required by this 
Agreement or that do not otherwise reduce City’s rights under this Agreement. All other 
amendments shall be approved by the City Council. 


 
SECTION 29. WAIVER. 


 
Waiver by any Party to this Agreement of any term, condition, or covenant of this 


Agreement shall not constitute a waiver of any other term, condition, or covenant. Waiver 
by any Party of any breach of the provisions of this Agreement shall not constitute a 
waiver of any other provision nor a waiver of any subsequent breach or violation of any 
provision of this Agreement. Acceptance by City of any work or services by Service 
Provider shall not constitute a waiver of any of the provisions of this Agreement. 


 
SECTION 30. LAW TO GOVERN; VENUE. 


 
This Agreement shall be interpreted, construed and governed according to the 


laws of the State of California. In the event of litigation between the Parties, venue in state 
trial courts shall lie exclusively in the County of Riverside, California. In the event of 
litigation in a U.S. District Court, venue shall lie exclusively in the Central District of 
California, in Riverside. 


 
SECTION 31. ATTORNEYS FEES, COSTS AND EXPENSES. 


 
In the event litigation or other proceeding is required to enforce or interpret any 


provision of this Agreement, the prevailing Party in such litigation or other proceeding 







shall be entitled to an award of reasonable attorney's fees, costs and expenses, in 
addition to any other relief to which it may be entitled. 


 
SECTION 32. ENTIRE AGREEMENT. 


This Agreement, including the attached Exhibits "A" through "C", is the entire, 
complete, final and exclusive expression of the Parties with respect to the matters 
addressed therein and supersedes all other agreements or understandings, whether oral 
or written, or entered into between Service Provider and City prior to the execution of this 
Agreement. No statements, representations or other agreements, whether oral  or written, 
made by any Party which are not embodied herein shall be valid and binding. 


SECTION 33. SEVERABILITY. 
 


If any term, condition or covenant of this Agreement is declared or determined by 
any court of competent jurisdiction to be invalid, void or unenforceable, the remaining 
provisions of this Agreement shall not be affected thereby and the Agreement shall be 
read and construed without the invalid, void or unenforceable provision(s). 


 
SECTION 34. CONFLICTING TERMS. 


Except as otherwise stated herein, if the terms of this Agreement conflict with the 
terms of any Exhibit hereto, or with the terms of any document incorporated by reference 
into this Agreement, the terms of this Agreement shall control. 


 
IN WITNESS WHEREOF, the Parties hereto have executed this Agreement on the 


date and year first-above written. 
 


CITY OF WILDOMAR 
 
 
 
 


Gary Nordquist 
City Manager 


 
 
 


ATTEST: 
 
 
 
 


Janet Morales 
Acting City Clerk 







APPROVED AS TO FORM 
 
 
 
 


Thomas D. Jex 
City Attorney 


 
 
 
  KOA Corporation 
 
 


By:   By:    
 
 


:  
Its.  Its:     


 
 
 


NOTE:   SERVICE PROVIDER’S SIGNATURES SHALL BE DULY NOTARIZED,   AND 
APPROPRIATE ATTESTATIONS SHALL BE INCLUDED AS MAY BE 
REQUIRED BY THE BYLAWS, ARTICLES OF INCORPORATION, OR 
OTHER RULES OR REGULATIONS APPLICABLE TO SERVICE 
PROVIDER’S BUSINESS ENTITY. 







CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT 
 


STATE OF CALIFORNIA 


COUNTY OF 


On  , before me,  , personally appeared  _, proved to me on the 
basis of satisfactory evidence to be the person(s) whose names(s) is/are subscribed to the within instrument and 
acknowledged to me that he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their 
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the 
instrument. 


 
I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true and 
correct. 


 
WITNESS my hand and official seal. 


 
Signature:    


 
OPTIONAL 


Though the data below is not required by law, it may prove valuable to persons relying on the document and could 
prevent fraudulent reattachment of this form 


 
CAPACITY CLAIMED BY SIGNER 


 
DESCRIPTION OF ATTACHED DOCUMENT 


INDIVIDUAL  


CORPORATE OFFICER  
 


 
 


 


TITLE OR TYPE OF DOCUMENT 


 
TITLE(S) 


PARTNER(S) LIMITED 


 
 


 


NUMBER OF PAGES 


GENERAL  


ATTORNEY-IN-FACT 
 


 


DATE OF DOCUMENT 


TRUSTEE(S)  


GUARDIAN/CONSERVATOR 
 


 


SIGNER(S) OTHER THAN NAMED ABOVE 


OTHER  _  


 
 


 
SIGNER IS REPRESENTING: 


 


(NAME OF PERSON(S) OR ENTITY(IES))  







CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT 
STATE OF CALIFORNIA 


COUNTY OF 


On  , before me,  , personally appeared  _, proved to me on the 
basis of satisfactory evidence to be the person(s) whose names(s) is/are subscribed to the within instrument and 
acknowledged to me that he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their 
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the 
instrument. 


 
I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is true and 
correct. 


 
WITNESS my hand and official seal. 


 
Signature:    


 
OPTIONAL 


Though the data below is not required by law, it may prove valuable to persons relying on the document and could 
prevent fraudulent reattachment of this form 


 
CAPACITY CLAIMED BY SIGNER 


 
DESCRIPTION OF ATTACHED DOCUMENT 


INDIVIDUAL  


CORPORATE OFFICER  
 


 
 


 


TITLE OR TYPE OF DOCUMENT 


 
TITLE(S) 


PARTNER(S) LIMITED 


 
 


 


NUMBER OF PAGES 


GENERAL  


ATTORNEY-IN-FACT 
 


 


DATE OF DOCUMENT 


TRUSTEE(S)  


GUARDIAN/CONSERVATOR 
 


 


SIGNER(S) OTHER THAN NAMED ABOVE 


OTHER  _  


 
 


 
SIGNER IS REPRESENTING: 


 


(NAME OF PERSON(S) OR ENTITY(IES))  







 


EXHIBIT "A" 
SCOPE OF SERVICES 


 
 
 


Approach/Scope of Work 
 


Task 1 – Project Management 
Ms. Mengzhao Hu, our proposed Project Manager, will oversee day to day operations of the project. She 
will serve as the point of contact with the City regarding all aspects of the project. Her project 
management will focus on three basic elements: schedule, budget, and scope. Mengzhao will ensure that 
project costs are effectively controlled through a thorough review of the schedule at the start of the 
project and close management of staff hours allocated to each task. Monthly progress reports will be 
provided by KOA with the submission of each invoice. A draft project schedule is provided in Section 5 of 
this proposal. The scheduling details are subject to change, but we expect to be completed within 9 
months. Mengzhao will be responsible for ensuring that all project tasks are being completed on-time. 
 
KOA will attend a meeting with the City staff to kick off this project. The primary purposes of the meeting 
will be to: 


• Clarify the objectives of the study and discuss the desired outcomes for this work. 
• Review the work plan and schedule. 


 
We will schedule team meetings or conference calls once per month throughout the project, including 
four in-person meetings. The in-person meetings will most likely to be arranged at the following 
milestones of the project:  


• Kick-off Meeting 
• After the City reviews the Safety Countermeasures 
• After the City reviews the prioritized list of safety projects 
• After the City reviews the concept design of the top three projects 


 
During the meetings, KOA will report the project’s progress, coordinate data collection, and discuss ideas 
related to improving traffic safety with the City staff. KOA will seek the City’s inputs on critical decisions 
such as the choice of the top three safety projects for concept design. KOA will provide a meeting 
agenda to the City’s project manager at least one business day prior to the meeting. We will submit 
meeting minutes for the City to review within three business days after each meeting. 
 
Deliverables: 


• Refined scope of work and schedule 
• Meeting agenda and minutes 
• Monthly progress reports and invoices  
• All project-related deliverables and documentations in electronic format 







 


Task 2 – Document Review and Data Collection 
Task 2.1 Related Documents Review 
KOA will review the following documents that might impact the recommended safety projects:    


• Circulation Element (under development) 
• Active Transportation Plan (under development) 
• Capital Improvement Program, FY2019-20 Through FY 2023-24 
• Complete Streets Safety Assessment Report 2017  
• As-built plans of the ongoing transportation improvement projects 


 
After reviewing the related documents, KOA will summarize our findings either in a brief technical 
memorandum or a map similar to one KOA created and included in Section 2.  
 


Task 2.2 Collision Data Analysis 
KOA will gather five years of SWITRS data, which is more inclusive than TIMS data. For fatal and severe 
collisions, KOA will request collision reports from the police, which provides in-depth information related 
to driving behavior and other information that is not included or not as detailed in the SWITRS datasets. 
It is understood that privacy could be a concern for the Police Department to share police reports. If this 
is the case, our team members could review the police reports and take notes at the Police Department 
instead of asking for physical copies of the reports.  
 
Through the collision data analysis, KOA will identify prominent collision patterns, which could be a 
combination of collision type, location type (signals vs. mid-block), PCF, involved parties, movements 
preceding the collisions, lighting conditions and others.  
 
KOA will rank all the intersections within the City by collision frequency and Equivalent Property Damage 
Only (EPDO) scores, which generally reflect an order of magnitude difference between the societal costs 
of fatal and severe injury crashes versus non-severe injury crashes. The top 10 high risk corridors and 
top 20 intersections responsible for fatalities and severe injuries will be identified.  
 
To identify the top 10 high risk corridors, KOA will first define the corridors based on the City’s roadway 
network. For our completed and ongoing SSARP projects, we typically included all the major arterials, 
secondary arterials, and collectors. Local streets were excluded due to their low traffic volumes and 
collision frequency. The definition of the roadway segments was primarily based on major barriers such 
as freeways and rail tracks, major cross streets, roadway configuration, and land use. KOA will reference 
the City’s Circulation Element which is currently under development and define the corridors accordingly.  
 
KOA has been developing dynamic dashboards for our ongoing SSAR projects through the software 
Tableau. The following figure demonstrates the dashboard KOA has created for the intersection of 
Bundy Canyon Road and Orange Street, which has experienced one of the highest collision frequencies 
among the intersections in Wildomar. When a user clicks a particular collision point on the dashboard, 
critical information on that collision appears in a pop-up window and the street view window of the 
dashboard switches to the location where the collision occurred.  This tool allows the engineers and 
planners on the project team to efficiently analyze collisions and to acquire a preliminary understanding 







of the safety issues on the high-collision intersections and roadway segments.  
 
  







Figure: Collison Dashboard for the Intersection of Bundy Canyon Road and Orange Street 


 
 
KOA will select up to five roadway segments and up to ten intersections to make collision diagrams and 
conduct roadway safety audits for. The selection of the locations will be based on the total number of 
collisions in the past five years, EPDO scores, representativeness of the prominent collision patterns, 
and other considerations.  
 


Task 2.3 Collision Diagrams 
KOA will plot collision diagrams for up to five roadway segments and up to ten intersections within the 
city, based on the dynamic dashboard created under Task 2.2. Collision diagrams will include the crash 
pattern, date and time of day, severity, and contributing factors. Collision diagrams are key products that 
will be used to assess current safety conditions for suggesting potential mitigation measures. 
 
Task 2.4 Roadway Safety Audit  
KOA will conduct roadway safety audits for up to five roadway segments and up to ten intersections. In 
our years of conducting safety studies, we have always found that an investigation of actual field 
conditions is essential for correctly interpreting the potential for crashes. KOA will examine what 
characteristics may be responsible for the collisions at the high risk intersections and roadway segments. 
KOA will observe and collect the following information:  


• Conduct observations of traffic, pedestrian, bicycle, truck and bus behaviors.  







• Measure roadway width and visibility, evaluating access control. 
• Note physical and operational characteristics in the locations where safety might be enhanced.  


 
Below is our field work check list for a signalized intersection.  
Table: KOA Safety Field Work Check List for Signalized Intersections 


 
 
Deliverables: 


• Related document review summary map or technical memorandum  
• Microsoft Excel tables showing the 2014-2018 collision data 
• Microsoft Excel table showing the ranking of intersections and roadway segments by collision 


frequency and EPDO scores 
• Roadway segment definition map 
• Collision diagrams for up to five roadway segments and up to ten intersections 
• Roadway safety audit notes and photos 


 


 


Task 3 – Safety Analysis and Countermeasures 
Task 3.1 Propose Safety Countermeasures  
Based on the collision data analysis and roadway safety audits conducted under Task 2, KOA will 
identify the top risks and contributing factors to the prominent collision patterns in Wildomar. KOA will 
follow the guidance in Section 4 of the Local Roadway Safety Manual (LRSM) to identify 
countermeasures for addressing safety issues. Other sources we have used for similar projects include 
the ASSHTO Highway Safety Manual, Crash Modification Factor (CMF) Clearinghouse and various 
National Cooperative Highway Research Program (NCHRP) reports. The countermeasures will 
strategically address challenge areas in Wildomar such as roadway departure, speeding, pedestrian and 
bicyclist safety, and others.  
 
As we complete this step, KOA will focus on finding the ideal balance between collision analysis on a 
systemic basis while also addressing high-crash locations. These recommended countermeasures will 


Signal Geometry and Roadway Conditions Protective Barriers
lenses size: 8 inch vs. 12 inch lane geometry raised medians


Installation: mast arm vs. pedestal‐mounted lane width delineators
backplates degree of curve Users' behavior


pedestrian countdown driveways speeding
pedestrian push buttons sidewalks violating turning restrictions


emergency vehicle pre‐emption systems curb ramps bicycling on wrong side of the roadway
Left‐turn/right‐turn phasing pavement conditions Jay‐walking


Signage Stripping and Pavement Markings Traffic Operation
street names directional arrows queuing


turning restrictions pedestrian crossing traffic volumes and patterns
signal ahead travel lane Red curbs and parking restriction


other signs bike lane Sight Distance
Safety Lighting painted medians Bus Stop landing area and amenities







incorporate continual feedback from City staff and reflect patterns of existing facilities in the study area. 
The countermeasures will be categorized by facility type: 


• Roadway segment 
• Signalized intersection 
• Non-signalized intersection 


 
The following factors will be considered for countermeasure selection:  


• Crash modification factor (CMF) 
• Estimates of crash reduction benefits based on equivalent-property-damage-only (EPDO) values 


by collision severity 
• Applicability to other locations 
• Consistency with City’s standard practices 
• Implementation cost 
• Right-of-way requirement 
• Federal funding eligibility 
• Public acceptance 


 
Task 3.2 Draft and Final Safety Countermeasures Technical Memorandum 
KOA will prepare a technical memorandum to summarize the proposed safety countermeasures. The 
memorandum will include the following contents: 


1. Collision trends and prominent collision patterns in Wildomar 
2. Detailed collision analysis and safety countermeasures for up to three (3) roadway segments and 


up to five (5) intersections.  
3. Roadway segments and intersections that share similar safety challenges and that might benefit 


from application of the same proposed countermeasures.  
 
The process for identifying the three roadway segments and five intersections for safety 
countermeasures is not solely determined by ranking based on collision history, but also by available 
countermeasures to address the safety risk factors, and finding other locations that share similar risk 
factors but may not have the same crash history. 
 
The identification of “similar locations” that do or do not have alarming crash histories but share high-risk 
characteristics is a time-consuming process. KOA will need to review these locations through other 
means that are less time-consuming, such as general field visit, or review through Google Earth, in order 
to operate within the project’s budget.  
 
After the City reviews the technical memorandum, KOA will address the comments and submit a final 
safety countermeasures technical memorandum. 
 
Deliverables: 


• Draft safety countermeasures technical memorandum 
• Final safety countermeasures technical memorandum 


 
 







Task 4 – Develop Priority Safety Projects 
Task 4.1 List and Profiles of Safety Projects 
KOA will deliver a completed list of safety projects and their scopes based on the findings and feedback 
from Task 3.2. In addition to the five intersections and three corridors with detailed analysis in the safety 
countermeasures technical memorandum, the projects at the “similar locations” will also be included in 
the list.  
 
The possible safety projects suggested will be contextually consistent with best practices as established 
by reputable agencies such as FHWA, TRB, AASHTO, ITE, NACTO, and publications including the 
California MUTCD and Caltrans Highway Design Manual. Feedback from the City on the preliminary 
safety project scopes will ensure that they reflect the City’s community design standards and fiscal 
constraints. 
 
A list of proposed safety improvement projects will be compiled in an Excel table including the following 
information: 


• Project location and boundary 
• Applied safety countermeasures 
• A description of the proposed improvements 
• Estimated Cost 
• Projected collision reduction benefits 


 
Task 4.2 Cost Estimation 
Cost estimates will be prepared for each safety project. The preliminary estimates will be quantity-based 
as opposed to measure-based, adding to greater reliability that is site specific. The total cost for each 
project scope will be calculated to include construction costs, other/non-safety related items, and 
construction contingencies, along with applicable right-of-way, preliminary engineering (PE), and 
construction engineering (CE) costs. A percentage breakdown of construction cost by countermeasure(s) 
will be calculated for use in finding benefit to cost (B/C) ratios of countermeasure(s) and the total project. 
 
KOA has prepared cost estimates for various infrastructure projects throughout Southern California at 
different levels of detail. We have a construction management team that is highly familiar with the most 
recent trends in bid prices. Our team has hands-on experience in the inland empire area and we 
understand that the construction cost could be higher in Wildomar than in the counties of Los Angeles 
and Orange due to long distance.  
 
An additional factor we will include in our preliminary cost estimates is the cost increase of the project 
based on annual increases in construction costs. This is important to recognize since these projects 
must often be held in the pipeline for several years before going out for construction, including waiting for 
funding opportunities and going through preliminary engineering. 
 
Task 4.3 Collison Reduction Benefits Calculation and B/C Analysis 
KOA will follow the guidance in Section 5 of the LRSM to calculate collision reduction benefits and 
Benefits-to-Cost (B/C) ratios for proposed safety projects; these guidelines comply with the B/C analysis 
framework recommended for the HSIP program. B/C ratios provide a comparison of the safety benefits 







(monetized) with the project costs, accounting for net present value. This ratio is then used as a means 
to prioritize the list of safety projects.  
 
For demonstration purposes only, KOA conducted an initial high-level B/C ratio analysis for all the future 
signal improvement projects that are not yet budgeted or scheduled in the CIP. The calculation needs to 
be refined to reflect the collisions that could be addressed by the safety countermeasures, the project life 
in years, and a more detailed cost estimate for each project.   
 
Table: Initial B/C Ratio Calculation for Future Signal Improvement projects  


 


Intersection Name All Fatal
Severe 
Injury


Visible 
Injury


Complaint 
of Pain PDO


Collison 
Benefits


Collision 
Benefits (15 


Years) Total Cost B/C ratio


Arya Rd/Oak Creek Mall & Clinton Keith Rd 12 0 1 1 2 8 $608,300 $1,824,900 $332,000 5.5


Baxter Rd & Monte Vista Dr 0 0 0 0 0 0 $0 $0 $332,000 0.0


Bundy Canyon Rd & Harvest Wy E 2 0 0 0 0 2 $20,000 $60,000 $332,000 0.2


Bundy Canyon Rd & Mission Trl 9 0 1 0 3 5 $531,000 $1,593,000 $332,000 4.8


Bundy Canyon Rd & Orange St 10 1 0 1 2 6 $5,870,600 $17,611,800 $332,000 53.0


Bundy Canyon Rd & Sunset Ave 2 0 0 0 2 0 $122,600 $367,800 $332,000 1.1


Canyon Dr & Mission Trl 2 0 0 1 1 0 $169,900 $509,700 $222,000 2.3


Central St & Grand Av 7 0 0 0 2 5 $172,600 $517,800 $332,000 1.6


Central St & Palomar St 6 0 0 0 1 5 $111,300 $333,900 $332,000 1.0


Clinton Keith Rd & Elizabeth Ln 7 0 0 0 1 6 $121,300 $363,900 $332,000 1.1


Clinton Keith Rd & George Ave 13 0 0 2 6 5 $635,000 $1,905,000 $332,000 5.7


Clinton Keith Rd & Grand Ave 3 0 0 0 0 3 $30,000 $90,000 $222,000 0.4


Clinton Keith Rd & Hidden Springs Rd 12 0 0 0 3 9 $273,900 $821,700 $332,000 2.5


Clinton Keith Rd & Inland Valley Dr 11 0 0 0 4 7 $315,200 $945,600 $332,000 2.8


Clinton Keith Rd & Palomar St 5 0 0 1 2 2 $251,200 $753,600 $332,000 2.3


Clinton Keith Rd & Salida Del Sol 1 0 0 0 1 0 $61,300 $183,900 $332,000 0.6


Clinton Keith Rd & Smith Ranch Rd 6 0 0 0 4 2 $265,200 $795,600 $332,000 2.4


Clinton Keith Rd & Stable Lanes Rd 1 0 0 0 0 1 $10,000 $30,000 $332,000 0.1


Corydon St & Mission Trl 2 0 0 0 1 1 $71,300 $213,900 $222,000 1.0


Corydon St & Palomar St 4 0 1 0 0 3 $327,100 $981,300 $222,000 4.4


Elizabeth Ln & Prielipp Rd 1 0 0 0 1 0 $61,300 $183,900 $332,000 0.6


Mcvicar St & Palomar St 3 0 0 0 1 2 $81,300 $243,900 $332,000 0.7


Grand Ave& Gruwell St 3 0 0 1 0 2 $128,600 $385,800 $222,000 1.7


Grand Ave & Mcvicar St 3 0 0 0 1 2 $81,300 $243,900 $222,000 1.1


Grand Ave& Sheila Ln 3 0 0 1 0 2 $128,600 $385,800 $332,000 1.2


Gruwell St & Palomar St 8 0 1 1 3 3 $619,600 $1,858,800 $332,000 5.6


Inland Valley Dr & Prielipp Rd 1 0 0 0 0 1 $10,000 $30,000 $222,000 0.1


Lemon St & Mission Trl 4 0 0 0 2 2 $142,600 $427,800 $222,000 1.9


Mission Trl & Olive St 3 0 0 1 2 0 $231,200 $693,600 $222,000 3.1


Mission Trl & Palomar St 4 0 0 1 2 1 $241,200 $723,600 $222,000 3.3







 
Task 4.4 Project Prioritization and HSIP Funding Consideration 
KOA will identify high B/C ratio safety projects for the City to submit for funding in the next HSIP cycles 
based on the following considerations: 


• The minimum project cost and B/C ratio requirement, which was $200,000 and 3.5, respectively, 
for HSIP Cycle 9.  


• The fact that the average B/C ratio of the approved projects in the past HSIP cycles is 12.3. 
• Possibility of grouping projects as systematic treatment to improve the chance of being funded.  
• Other funding sources such as ATP, SB1, TIGER, and other state and federal programs.  
• City of Wildomar’s other funding resources such as Measure A, TUMP, Development Impact Fee, 


and others.  
Deliverables: 


• List of safety projects 
• Cost estimate worksheets 
• Collision reduction benefit calculation worksheets 
• A prioritized list of safety projects with B/C ratio 


 


Task 5 – Draft Systemic Safety Analysis Report 
The SSARP report will include a summary of the conducted tasks, including methodologies used, crash 
data analysis, field observations, and conclusions from prior technical memos. Countermeasures to 
address safety issues, viable project scopes, and a list of recommended safety projects for HSIP funding 
applications will be included. The report will be prepared in accordance with Caltrans’ SSARP guidelines 
and will include all the contents required in the RFP. KOA will submit the draft SSARP report to the City 
for review and comment. 
 
Deliverables: 


• Draft Systemic Safety Analysis Report 
 


Task 6 – Conceptual Design and Cost Estimate 
KOA’s has been leveraging our strong in-house engineering design capacity for our SSAR projects. KOA 
will provide a conceptual design for the top three safety projects for HSIP applications. Cost estimates 
will be prepared accordingly for the conceptual design. The following figure shows a conceptual design 
KOA developed for the Fontana SSARP Project.  
 
Figure: Conceptual Design of a Roundabout for Fontana SSARP 







 
 
Deliverables: 


• Conceptual design exhibits for up to three safety projects 
 


Task 7 – Draft Systemic Safety Analysis Report 
KOA will discuss the City’s comments on the draft report with City Staff before finalizing it for the City’s 
uses. We will prepare a comment response form to track the City’s comments and our responses and 
edits. The final report will be signed by a licensed California civil engineer. 
 
Deliverables: 


• Five (5) bound hard copies of the final SSAR report 
• Electronic files of the final SSARP report in Microsoft Word and PDF formats 


 


Task 8 – Assist with Preparation of Upcoming HSIP Application(s) (Optional) 
KOA will either help the City with HSIP Cycle 10 and Cycle 11 applications or put the application 
packages together on behalf of the City. KOA has recently successfully secured HSIP funds for several 
local jurisdictions, including Anaheim, Orange, Pasadena, South Pasadena, Yorba Linda, San 







Bernardino, Twentynine Palms, Menifee, and others. We are currently managing HSIP grants for several 
cities. We have extensive experience in HSIP grant writing and will apply our knowledge and experience 
for this task. 







 


EXHIBIT "B" 
COMPENSATION 


 































 


EXHIBIT "C" 
INSURANCE 


 
A. Insurance Requirements. Service Provider shall provide and maintain 


insurance, acceptable to the City, in full force and effect throughout the term of this 
Agreement, against claims for injuries to persons or damages to property which may arise 
from or in connection with the performance of the Services by Service Provider, its agents, 
representatives or employees. Insurance is to be placed with insurers with a current A.M. 
Best's rating of no less than A:VII. 


 
Service Provider shall provide the following scope and limits of insurance: 


 


1. Minimum Scope of Insurance. Coverage shall be at least as broad 
as: 


 


(1) Commercial General Liability. Insurance Services  Office form 
Commercial General Liability coverage (Occurrence Form CG 0001). 


 
(2) Automobile. Insurance Services Office form number CA 0001 


(Ed. 1/87) covering Automobile Liability, including code 1 "any auto" and endorsement 
CA 0025, or equivalent forms subject to the written approval of the City. 


 
(3) Workers’ Compensation. Workers' Compensation insurance 


as required by the Labor Code of State of California covering all persons providing 
Services on behalf of the Service Provider and all risks to such persons under this 
Agreement. 


 
(4) Professional Liability. Professional liability insurance 


appropriate to the Service Provider’s profession. This coverage may be written on a 
“claims made” basis, and must include coverage for contractual liability. The professional 
liability insurance required by this Agreement must be endorsed to be applicable to claims 
based upon, arising out of or related to Services performed under this Agreement. The 
insurance must be maintained for at least three (3) consecutive years following the 
completion of Service Provider’s services or the termination of this Agreement. During 
this additional three (3) year period, Service Provider shall annually and upon request of 
the City submit written evidence of this continuous coverage. 


 
2. Minimum Limits of Insurance. Service Provider shall maintain limits 


of insurance no less than: 
 


(1) Commercial General Liability. $1,000,000  general aggregate 
for bodily injury, personal injury and property damage. 


 
(2) Automobile. $1,000,000 per accident for bodily injury and 


property damage. A combined single limit policy with aggregate limits in an amount of 







 


not less than $2,000,000 shall be considered equivalent to the said required minimum 
limits set forth above. 


 
(3) Workers' Compensation. Workers' Compensation as required 


by the Labor Code of the State of California of not less than $1,000,000 per occurrence. 
 


(4) Professional Liability. $1,000,000 per occurrence. 
 


B. Other Provisions. Insurance policies required by this Agreement shall 
contain the following provisions: 


 
1. All Policies. Each insurance policy required by this  Agreement  shall 


be endorsed and state the coverage shall not be suspended, voided, cancelled by the 
insurer or either Party to this Agreement, reduced in coverage or in limits except after 30 
days' prior written notice by certified mail, return receipt requested, has been given to 
City. 


 
2. Commercial General Liability and Automobile Liability Coverages. 


 


(1) City, and its respective elected and appointed officers, 
officials, and employees and volunteers are to be covered as additional insureds as 
respects: liability arising out of activities Service Provider performs; products and 
completed operations of Service Provider; premises owned, occupied or used by Service 
Provider; or automobiles owned, leased, hired or borrowed by Service Provider. The 
coverage shall contain no special limitations on the scope of protection afforded to City, 
and their respective elected and appointed officers, officials, or employees. 


 
(2) Service Provider’s insurance coverage shall be primary 


insurance with respect to City, and its respective elected and appointed, its officers, 
officials, employees and volunteers. Any insurance or self-insurance maintained by  City, 
and its respective elected and appointed officers, officials, employees or volunteers, shall 
apply in excess of, and not contribute with, Service Provider’s insurance. 


 
(3) Service Provider’s insurance shall apply separately to each 


insured against whom claim is made or suit is brought, except with respect to the limits of 
the insurer's liability. 


 
(4) Any failure to comply with the reporting or other provisions of 


the insurance policies, including breaches of warranties, shall not affect coverage 
provided to City, and its respective elected and appointed officers, officials, employees or 
volunteers. 







 


3. Workers' Compensation Coverage. Unless the City 
Manager otherwise agrees in writing, the insurer shall agree to waive all 
rights of subrogation against City, and its respective elected and 
appointed officers, officials, employees and agents for losses arising 
from work performed by Service Provider. 


 
C. Other Requirements. Service Provider agrees to deposit 


with City, at or before the effective date of this Agreement, certificates of 
insurance necessary to satisfy City that the insurance provisions of this 
contract have been complied with. The City may require that Service 
Provider furnish City with copies of original endorsements effecting 
coverage required by this Exhibit “C”. The certificates and endorsements 
are  to be signed by a person authorized by that insurer to bind coverage 
on its behalf. City reserves the right to inspect complete, certified copies 
of all required insurance policies, at any time. 


 
1. Service Provider shall furnish certificates and 


endorsements from each sub-contractor identical to those Service 
Provider provides. 


 
2. Any deductibles or self-insured retentions must be 


declared to and approved by City. At the option of City, either the insurer 
shall reduce or eliminate such deductibles or self-insured retentions as 
respects City or its respective elected or appointed officers, officials, 
employees and volunteers, or the Service Provider shall procure a bond 
guaranteeing payment of losses and related investigations, claim 
administration, defense expenses and claims. 


 
3. The procuring of such required policy or policies of 


insurance shall not be construed to limit Service Provider’s liability 
hereunder nor to fulfill the indemnification provisions and requirements 
of this Agreement. 


 







CITY OF WILDOMAR – CITY COUNCIL 
Agenda Item #2.2 


PUBLIC HEARING 
Meeting Date: February 12, 2020 


______________________________________________________________________ 
 
TO: Honorable Mayor and City Council Members 
 
FROM: Gary Nordquist, City Manager  
 Thomas D. Jex, City Attorney 
  
SUBJECT: Urgency Ordinance Declaring a Temporary Moratorium of the Cultivation 


of Industrial Hemp 
 


STAFF REPORT 
 
RECOMMENDATION: 
Staff recommends that the City Council adopt the Interim Urgency Ordinance entitled: 
 


ORDINANCE NO. ______ 
AN URGENCY ORDINANCE OF THE CITY COUNCIL OF THE CITY OF 


WILDOMAR, CALIFORNIA, DECLARING A TEMPORARY 
MORATORIUM ON THE CULTIVATION OF INDUSTRIAL HEMP WITHIN 


THE JURISDICTIONAL BOUNDARIES OF THE CITY OF WILDOMAR 
 
BACKGROUND: 


Industrial Hemp is and has been used worldwide to produce a variety of industrial 
and consumer products. It is often confused with Cannabis because Cannabis and 
Industrial Hemp are from the plant species – Cannabis sativa L.  By definition, state law 
requires Industrial Hemp to contain no more than .03 percent tetrahydrocannabinol 
[THC]. The definition of Cannabis under California law explicitly states that Cannabis 
does not include Industrial Hemp. Industrial Hemp commonly refers to the commercial 
use of the stalk and seed for textiles, foods, papers, body care products, detergents, 
plastics and building materials.  


 
 


DISCUSSION: 
Cannabis cultivation is currently unlawful under federal law, but is now a heavily-
regulated legal industry under California State law. However, regulations of Industrial 
Hemp at both the State and federal level are unclear and continue to evolve. 


 
Given the lack of clarity related to the existing State and federal-level regulations 


of Industrial Hemp, there is a need to further consider and study potential local 
regulations of Industrial Hemp cultivation uses. According to the California Department 
of Food and Agriculture (CDFA), the laws and regulations regarding the production of 
Industrial Hemp in California is as follows: 







 
• “…CDFA has adopted Section 4900 in Title 3 of the California Code of 


Regulations pertaining to Industrial Hemp Cultivation Registration Fees, 
and Section 4920 and Section 4921 pertaining to the list of approved 
cultivars…”  


 
• “CDFA has adopted Sections 4940, 4941, 4942, 4943, 4944, 4945  , 4946, 


4950, and 4950.1 in Title 3 of the California Code of Regulations 
pertaining to industrial hemp sampling and testing for THC content, 
harvest, and destruction through emergency rulemaking.”  The regulations 
took effect on June 10, 2019 and have been readopted on December 10, 
2019 for an additional 90 days. 


 
 


• “CDFA has proposed Sections 4935, 4940, 4941, 4942, 4943, 4944, 4945, 
4946, 4950, and 4950.1 in Title 3 of the California Code of Regulations to 
permanently adopt regulations pertaining to industrial hemp planting, 
sampling and testing for THC content, harvest, and destruction… the 
written comment period closed on December 2, 2019” 


 
Further, the CDFA states, “[a]s CDFA develops a state regulatory plan to be submitted 
to the U.S. Department of Agriculture (USDA) in compliance with the 2018 Farm Bill, 
amendments to the current regulations and new regulations will be required.” Further 
regulations pertaining to cultivation will be developed with consideration of 
recommendations from the Industrial Hemp Advisory Board and promulgated through 
the regular rulemaking process in accordance with the California Administrative 
Procedure Act. 


 
In California, many public entities have adopted moratoriums on Industrial Hemp 


cultivation, including but not limited to: 
 


• Humboldt County 
• Sonoma County 
• San Juaquin County  


• Santa Clara County 
• Yolo County (complete 


ban on outdoor cultivation) 
 
 


Examples of Cities that have also implemented a moratorium on Industrial Hemp 
cultivation include but are not limited to: 


 
• Farmersville 
• Hanford 
• Hemet 


• Sacramento 
• Thousand Oaks 


 
Government Code section 65858 authorizes the City Council to adopt a 


moratorium, as an urgency interim ordinance, on any uses that may be in conflict with a 
contemplated general plan, specific plan, or zoning proposal that the City Council is 







considering or studying or intends to study within a reasonable time. To pass, the 
moratorium requires a 4/5 supermajority vote, but the moratorium does not have to 
follow the standard procedures for adopting land use regulations.  The initial ordinance 
may only be in effect for 45 days, but the City Council may extend the initial ordinance 
twice – once for ten months and 15 days and then a second time for a year, for a total of 
two years. Prior to extending the moratorium, the City Council will have to hold a noticed 
public hearing. 


 
The findings supporting the moratorium are set forth in more detail in the 


ordinance, but some of the reasons to adopt the moratorium and study potential 
regulation of industrial hemp can be summarized as follows: 


 
1. There are no permanent and adequate California or federal regulations setting 


requirements or standards for cultivation, product purity, safety, potency, and 
testing, cannabinoid content, or environmental impacts or other safeguards to 
protect the health of consumers within the California regulated Cannabis 
marketplace; 


 
2. The cultivation of Industrial Hemp prior to the adoption of reasonable regulations 


is harmful to the welfare of residents and creates a nuisance; and  
 


3. Since Industrial Hemp and Cannabis are derivatives of the same plant (Cannabis 
sativa L), the appearance and odor are indistinguishable. As such, it will be 
extremely difficult to differentiate between the two plants when cultivated and 
would open a significant opportunity for the fraudulent and illegal production of 
commercial Cannabis within the City. 
 


 
Submitted by: 
Gary Nordquist, City Manager 
Thomas D. Jex, City Attorney  
 
 
ATTACHMENTS: 
Industrial Hemp Moratorium Urgency Ordinance. 
 
MATERIALS INCORPORATED BY REFERENCE: 
Hemp as an Agricultural Commodity, Congressional Research Service, June 22, 2018. 
 







  
  


ORDINANCE NO. ____ 


AN URGENCY ORDINANCE OF THE CITY COUNCIL OF 
THE CITY OF WILDOMAR, CALIFORNIA, DECLARING A 
TEMPORARY MORATORIUM ON THE CULTIVATION OF 


INDUSTRIAL HEMP WITHIN THE JURISDICTIONAL 
BOUNDARIES OF THE CITY OF WILDOMAR 


WHEREAS, The City of Wildomar currently prohibits all types of commercial 
facilities and activities related to “Cannabis” (as defined in California Health and Safety 
Code section 11018) consistent with California law pursuant to City Ordinance as 
codified in Wildomar Municipal Code section 17.12.050 (“Cannabis Prohibition 
Ordinance”); and 


WHEREAS, as a result of the changing definition of “Industrial Hemp” (as defined 
in California Health and Safety Code section 11018.5) the Cannabis Prohibition 
Ordinance does not currently regulate the cultivation of Industrial Hemp within the 
jurisdictional boundaries of the City except as an agricultural activity; and  


WHEREAS, the City Council intends to study, within a reasonable time, land use 
regulations related to the cultivation of Industrial Hemp; and  


WHEREAS, Government Code section 65858 allows the City to immediately 
protect and preserve the public peace, health and welfare by prohibiting any uses that 
may be in conflict with existing or contemplated general plan, specific plan, or zoning 
proposals that the legislative body, planning commission or planning department is 
considering or that it will study and consider within a reasonable time; and 


WHEREAS, the City Council held a duly noticed public hearing on February 12, 
2020, and after hearing and considering public testimony, the City Council intends to 
adopt a temporary moratorium on all Industrial Hemp cultivation uses (as more 
particularly defined herein) while the City studies potential regulations. 


THE CITY COUNCIL OF THE CITY OF WILDOMAR HEREBY DOES ORDAIN 
AS FOLLOWS:  


SECTION 1.  FINDINGS. 


The City Council of the City of Wildomar, based on the information included in 
the staff report, incorporated by reference herein, and of the information it takes notice 
of as referenced below, makes the following findings: 


A. Pursuant to Article XI, section 7, of the California Constitution, the City 
may adopt and enforce ordinances and regulations not in conflict with general laws to 
protect and promote the public health, safety and welfare of its citizens. 







  
  


B. Pursuant to Government Code section 65858, to protect the public safety, 
health, and welfare, the City may, as an urgency measure, adopt an interim ordinance 
prohibiting land uses that may be in conflict with existing or contemplated land use 
regulations that the City is studying or considering or intends to study within a 
reasonable time. 


C. The state and federal system of laws and regulations defining Industrial 
Hemp governing its cultivation is complex, evolving, incomplete and uncertain, causing 
multiple issues which may adversely affect the public peace, health, or safety of 
residents of or visitors to the City, as outlined below. 


D. The City Council hereby takes notice of the following laws, together with 
their legislative histories, analyses, digests and commentaries, as well as any reports 
issued by Agencies, Departments, or Offices of the State of California pertaining to 
Industrial Hemp: 


1. California Senate Bill (2013), the California Industrial Hemp Farming Act; 


2. The Federal 2014 Farm Bill, P.L. 113-79, § 7606, codified as 7 U.S.C.A. 
§5940 et seq.; 


3. California Proposition 64, the Adult Use of Marijuana Act, passed by the 
voters in November 2016 (“AUMA”); 


4. California Senate Bill 94 (2017) the Medicinal and Adult Use Cannabis 
Regulation and Safety Act (“MAUCRSA”); 


5. California Senate Bill 1409 (2018); 


6. The 2018 Federal Farm Bill, H.R. 2, P.L. 115334; 


7. California Senate Bill 153, Industrial Hemp (Wilk, 2019) 


E. In 2013, the California Legislature authorized the cultivation of Industrial 
Hemp subject to strict requirements for its dense planting as a fiber or oilseed crop, 
restrictions on pruning, tending and culling, and limiting cultivation to only non-
psychoactive varieties of Cannabis (i.e. varieties without tetrahydrocannabinol – “THC”) 
and subject to the Attorney General verifying that such cultivation was permitted under 
federal law. These restrictions, in effect, also acted to prohibit cultivation of Industrial 
Hemp for use in extracting cannabinol (“CBD”). 


F. The Federal Farm Bill of 2014 authorized an institution of higher education 
or a state Department of Agriculture to grow or cultivate Industrial Hemp if for 
agricultural or academic research purposes subject to certain restrictions.  


G. In 2016, Proposition 64, the Adult Use of Marijuana Act authorized, among 
other things, the cultivation of Industrial Hemp subject to requirements for its dense 
planting as a fiber or oilseed crop, and restrictions on pruning, tending, or culling, as an 







  
  


agricultural product, and for agricultural or academic research to be regulated 
separately from the strains of Cannabis with higher concentrations of THC, but 
amended the effective date of the California Industrial Hemp Farming Act to January 1, 
2017, without regard to federal law. With the enactment of MAUCRSA in 2017, these 
changes were also codified into the law. 


H. In September 2018, Senate Bill 1409 deleted the requirement under the 
California Food and Agriculture Code that Industrial Hemp be grown as a densely 
planted fiber or oilseed crop. By modifying the characterization of a crop for which 
AUMA sets a minimum acreage, the bill also amended AUMA. 


I. In October 2019 Senate Bill 153 was enacted, further amending the 
California Food and Agriculture Codes applicable to Industrial Hemp and added a 
definition for “established and approved industrial hemp program.” 


J. Late in 2018, the Federal government removed Industrial Hemp from the 
federal list of controlled substances and authorized the U. S. Department of Agriculture 
to create quality control standards for commercial hemp production or permitting each of 
the states to have their own quality control standards plan. Currently, the Federal 
Agricultural Marketing Service ("AMS") is in the process of developing regulations for 
Industrial Hemp and has published an interim final rule with request for comments, 
attached herein as Exhibit “A”. 


K. Interim Final Rule (Document 84 FR 58522), entitled Establishment of a 
Domestic Hemp Production Program, temporarily establishing rules and regulations to 
produce Hemp. This rule provides the requirements for State and Tribal regulatory plans 
submitted to the United States Department of Agriculture (USDA) for review and 
approval. California is in the process of developing a state plan and therefore, California 
hemp growers are not currently subject to the federal interim rule.  


L. California law authorizes the California Department of Food and 
Agriculture (“CDFA”) to establish an agricultural pilot program pursuant to federal law 
and is required to establish regulations for the sampling procedures and approving 
laboratories for sample testing of all commercial Industrial Hemp crops. California law 
also authorizes the Industrial Hemp Advisory Board to recommend regulations for the 
cultivation of Industrial Hemp, including but not limited to, developing the requisite 
Industrial Hemp seed laws and regulations, enforcement mechanisms, and the setting 
of an assessment rate.  


M. As of April 2019, the CDFA adopted a regulation for the registration fee for 
growers of Industrial Hemp for commercial purposes and seed breeders in California, 
but has only adopted temporary regulations pertaining to sampling procedures and lab 
testing through emergency rulemaking that only remain in effect for 180 days and are 
subject to revision. The CDFA has readopted the regulations extending the effective 
date of these temporary regulations to March 9, 2020. 







  
  


N. Based on the foregoing, it appears that the legal prerequisites for the 
commercial cultivation of Industrial Hemp have not been satisfied and therefore the 
cultivation of Industrial Hemp for commercial purposes should not be permitted.  


O. Based on the foregoing, it appears that the law pertaining to Industrial 
Hemp continues to change and rulemaking is incomplete or ongoing with the CDFA, 
Industrial Hemp Advisory Board and federal AMS. As such there are no permanent and 
adequate California or Federal regulations setting requirements or standards for 
cultivation, product purity, safety, potency, and testing, cannabinoid content, or 
environmental impacts or other  safeguards to protect the health of consumers within 
the California regulated marketplace. 


P. Industrial Hemp and Cannabis are derivatives of the same plant 
(Cannabis sativa L), and the appearance and odor of Industrial Hemp and Cannabis are 
indistinguishable. As such, it will be extremely difficult to differentiate between the two 
plants when cultivated and would open a significant opportunity for the fraudulent and 
illegal production of commercial Cannabis within the City. 


Q. The current Cannabis Prohibition Ordinance does not address the unique 
legal, land use, environmental, public health, safety and welfare issues and impacts 
associated with the concomitant of commercial Cannabis and Industrial Hemp 
cultivation.  


R. Under these circumstances, the permitting of “Established Agricultural 
Research Institution” to cultivate or process Industrial Hemp within the City, without 
adequate regulations to ensure that cultivators will not exploit the “Established 
Agricultural Research Institution” exemption to grow Cannabis in the guise of Industrial 
Hemp is a legitimate and compelling concern and poses a threat to the public health, 
safety and welfare as the cultivation of Cannabis threatens the integrity and viability of 
the City of Wildomar’s potential position in the California regulated marketplace, and the 
Cannabis industry’s role in the City’s economy.  


S. The City is currently in the process of creating a regulatory structure to 
permit some commercial Cannabis activities and facilities and intends to charge a fee 
for such activity. The cultivation of Industrial Hemp prior to the City’s implementation of 
appropriate land use regulations and business licensing system for Cannabis and 
Industrial Hemp businesses would only serve to increase the enforcement burden on 
the City, create opportunity for fraud and illegal uses, and potentially create conflict 
between Cannabis cultivators and Industrial Hemp producers.  


T. The cultivation of Industrial Hemp prior to the adoption of reasonable 
regulations is harmful to the welfare of residents and creates a nuisance. 


U. There is an urgent need for the City Council to assess the impacts of 
Industrial Hemp grown by “Established Agricultural Research Institutions” and others, 
and to explore reasonable regulatory options relating thereto. 







  
  


V. The allowance of cultivation of Industrial Hemp even to the limited extent 
authorized under California law, prior to the adoption of reasonable regulations, creates 
an urgent and immediate threat to the public health, safety and welfare of the citizens 
and existing agriculture in the City of Wildomar. 


W. The City has a compelling interest in protecting the public health, safety, 
and welfare of its residents and businesses, in preventing the establishment of 
nuisances. 


X. In order to ensure the effective implementation of the City’s current 
Cannabis land use prohibition objectives and policies, a moratorium on the 
establishment and/or approval of Industrial Hemp cultivation is necessary. 


SECTION 2.  DECLARATION OF URGENCY. 


A. Based on the findings set forth above, the City Council finds and declares 
that there is a current and immediate threat to public health, safety and welfare arising 
from the absence of reasonable regulations in the Wildomar Municipal Code regulating 
Cultivation (as defined below) of Industrial Hemp within the City’s jurisdictional 
boundaries.   


B. Based on the findings set forth above, the City Council determines that 
this interim urgency ordinance is urgently needed for the immediate preservation of the 
public peace, health, safety and welfare pursuant to Government Code section 65858 
and is necessary to provide additional time to prepare the studies and reports required 
to consider a comprehensive ordinance and/or general plan amendment addressing 
regulation of Industrial Hemp Cultivation within the City’s jurisdictional boundaries. 


SECTION 3. MORATORIUM.  


A. In order to protect the public health, safety and welfare and pursuant to 
the provisions of Government Code section 65858, during the term of this ordinance, 
including any extensions hereto, a moratorium is hereby placed on the following: 


1. The “Cultivation” (as defined below) of Industrial Hemp (as defined in 
Section 11018.5 of the Health & Safety Code) by any person or entity for 
any purposes, within the City’s jurisdictional boundaries, including 
Cultivation by an “Established Agricultural Research Institution” (as 
defined in Section 81000(c) of the Food and Agriculture Code), whether or 
not such Cultivation is for agricultural or academic research or for the 
production of an agricultural product; 


2. The issuance of any general amendment, zoning amendment, subdivision, 
conditional use permit, plot plan, certificate of occupancy, building permit 
or any other entitlement, including, but not limited to, tenant improvement 
permits, site development permits, temporary or special use permits, 







  
  


variances, business license / registration or grading permits issued by the 
City of Wildomar for the Cultivation of Industrial Hemp. 


3. The establishment, operation, maintenance, development or construction 
of any land, site, facility or use for the purpose of the Cultivation of 
Industrial Hemp within the City’s jurisdictional boundaries.  


B. For purposes of this ordinance, “Cultivation” shall mean the seeding, 
growing, tending, harvesting, or any other activity in the development or production of 
Industrial Hemp, including without limitation the development of new seed cultivars and 
any other activity that falls within the meaning of “cultivate” or “cultivation” as used in 
sections 81000 through 81011 of the California Food and Agriculture Code. 


C. This moratorium shall apply to persons or entities that have registered 
Industrial Hemp sites with the Riverside County Agricultural Commissioner office, but 
have not yet acquired vested rights to engage in Cultivation of Industrial Hemp within 
the City’s jurisdictional boundaries. 


SECTION 4. SEVERABILITY. 


If any chapter, subsection, subdivision, sentence, clause, phrase, or portion of 
this ordinance, is for any reason held to be invalid or unconstitutional by the decision of 
any court of competent jurisdiction, such decision will not affect the validity of the 
remaining portions of this ordinance. The City Council hereby declares that it would 
have adopted this ordinance, and each chapter, subsection, subdivision, sentence, 
clause, phrase, or portion thereof, irrespective of the fact that any one or more sections, 
subsections, subdivisions, sentences, clauses, phrases, or portions thereof be declared 
invalid or unconstitutional. 


SECTION 5.  CEQA. 


This ordinance is exempt from the requirements of the California Environmental 
Quality Act ("CEQA") pursuant to State CEQA Guidelines, 14 California Code of 
Regulations, section 15060, subdivision (c)( 2) as the activity will not result in a direct or 
reasonably foreseeable indirect physical change to the environment and section 15061, 
subdivision (b)(3) as there is no possibility the activity in question may have a significant 
effect on the environment. In addition, this ordinance is categorically exempt from 
review under CEQA pursuant to Class 8 Categorical Exemption, 14 C.C.R. §15308 
(regulatory activity to assure protection of the environment). 







  
  


SECTION 6.  EFFECTIVE DATE.   


Pursuant to Government Code section 65858, this interim urgency ordinance 
shall become effective immediately upon adoption and shall remain in effect for forty-
five (45) days thereafter unless amended, repealed or extended by the City Council as 
permitted by law. 


SECTION 7.  PUBLICATION. 


The City Clerk is authorized to publish this ordinance in accordance with 
Government Code section 36933. 


PASSED, APPROVED AND ADOPTED at the regular meeting of Wildomar City 
Council on the 12th day of February, 2020.  
 
   


  Dustin Nigg 
Mayor 


APPROVED AS TO FORM:  ATTEST: 


   
Thomas D. Jex 
City Attorney 


 Janet Morales 
Acting City Clerk 
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DEPARTMENT OF AGRICULTURE 


Agricultural Marketing Service 


7 CFR Part 990 
[Doc. No. AMS–SC–19–0042; SC19–990–2 
IR] 


Establishment of a Domestic Hemp 
Production Program 
AGENCY: Agricultural Marketing Service, 
USDA. 
ACTION: Interim final rule with request 
for comments. 


 
 


SUMMARY: This rule establishes a new 
part specifying the rules and regulations 
to produce hemp. This action is 
mandated by the Agriculture 
Improvement Act of 2018, which 
amended the Agricultural Marketing Act 
of 1946. This rule  outlines  provisions 
for the Department of Agriculture 
(USDA) to approve plans submitted by 
States and Indian Tribes  for  the 
domestic production of hemp. It also 
establishes a Federal plan for producers 
in States or territories of Indian Tribes 
that do not have their own USDA- 
approved plan. The program includes 
provisions for maintaining information 
on the land where hemp is produced, 
testing the levels of delta-9 
tetrahydrocannabinol, disposing of 
plants not meeting necessary 
requirements, licensing requirements, 
and ensuring compliance with the 
requirements of the new part. 


DATES: 
Effective date: This rule is effective 


October 31, 2019 through November 1, 
2021. 


Comment due dates: Comments 
received by December 30, 2019 will be 
considered prior to issuance of a final 
rule. Pursuant to the Paperwork 
Reduction Act (PRA), comments on the 
information collection burden must be 
received by December 30, 2019. 
ADDRESSES: Interested persons are 
invited to submit written comments 
concerning this rule and the proposed 
information collection. Comments 
should be submitted via the Federal 


hours or can be viewed at: 
www.regulations.gov. All comments 
submitted in response to this rule will 
be included in the record and will be 
made available to the public. 


FOR FURTHER INFORMATION CONTACT: Bill 
Richmond, Chief, U.S. Domestic Hemp 
Production Program, Specialty Crops 
Program, AMS, USDA; 1400 
Independence Avenue SW, Stop 0237, 
Washington, DC 20250–0237; 
Telephone: (202) 720–2491, Fax: (202) 
720–8938, or Email: 
William.Richmond@usda.gov or Patty 
Bennett, Director, Marketing Order and 
Agreement Division, Specialty Crops 
Program, AMS, USDA at the same 
address and phone number above or 
Email: Patty.Bennett@usda.gov. 


Small businesses may request 
information on complying with this 
regulation by contacting Richard Lower, 
Marketing Order and Agreement 
Division,  Specialty  Crops  Program, 
AMS, USDA,  1400  Independence 
Avenue SW, STOP  0237,  Washington, 
DC 20250–0237; Telephone: (202) 720– 
2491, Fax: (202) 720–8938, or Email: 
Richard.Lower@usda.gov. 


SUPPLEMENTARY INFORMATION: This rule 
is issued under Section 10113 of Public 
Law 115–334, the Agriculture 
Improvement Act of 2018 (2018 Farm 
Bill). Section 10113 amended the 
Agricultural Marketing Act of 1946 
(AMA) by adding Subtitle G (sections 
297A through 297D of the AMA). 
Section 297B of the AMA requires the 
Secretary of Agriculture (Secretary) to 
evaluate and approve or disapprove 
State or Tribal plans regulating the 
production of hemp. Section 297C of the 
AMA requires the Secretary to establish 
a Federal plan for producers in States 
and territories of Indian Tribes not 
covered by plans approved under 
section 297B. Lastly, section 297D of the 
AMA requires the Secretary to 
promulgate regulations and guidelines 
relating to the production of hemp, 
including sections 297B and 297C, in 
consultation with the U.S. Attorney 
General. USDA is committed to issuing 


CBD), and other products.1 While hemp 
was produced previously in the U.S. for 
hundreds of years, its usage diminished 
in favor of alternatives. Hemp fiber, for 
instance, which had been used to make 
rope and clothing, was replaced by less 
expensive jute and abaca imported from 
Asia. Ropes made from these materials 
were lighter and more buoyant, and 
more resistant to salt water than hemp 
rope, which required tarring. 
Improvements in technology further 
contributed to the decline in hemp 
usage. The cotton gin, for example, 
eased the harvesting of cotton, which 
replaced hemp in the manufacture of 
textiles. 


Hemp production in the U.S. has seen 
a resurgence in the last five years; 
however, it remains unclear whether 
consumer demand will meet the supply. 
High prices for hemp, driven primarily 
by demand for use in producing CBD, 
relative to other crops, have driven 
increases in planting. Producer interest 
in hemp production is largely driven by 
the potential for high returns from sales 
of hemp flowers to be processed into 
CBD oil. 


USDA regulates the importation of all 
seeds for planting to ensure safe 
agricultural trade. Hemp seeds can be 
imported into the United States from 
Canada if accompanied by either: (1) A 
phytosanitary certification  from 
Canada’s national plant protection 
organization to verify the origin of the 
seed and confirm that no plant pests are 
detected; or (2) a Federal Seed Analysis 
Certificate (SAC, PPQ Form 925) for 
hemp seeds grown in Canada. Hemp 
seeds imported into the United States 
from countries other than Canada may  
be accompanied by a phytosanitary 
certificate from the exporting country’s 
national plant protection organization to 
verify the origin of the seed and confirm 
that no plant pests are detected. 
Accordingly, since importation  of  seed 
is covered under USDA  Animal  and 
Plant Health Inspection Service (APHIS) 
regulations, this rule does not further 
address hemp seed imports or exports. 
For imports of hemp plant material, 


eRulemaking portal at the final rule expeditiously  after    


www.regulations.gov. Comments may 
also be filed with Docket Clerk, 
Marketing Order and Agreement 
Division, Specialty Crops Program, 
AMS, USDA, 1400 Independence 
Avenue SW, STOP 0237, Washington, 
DC 20250–0237; or Fax: (202) 720–8938. 
All comments should reference the 
document number and the date and 
page number of this issue of the Federal 
Register and will be made available for 
public inspection in the Office of the 
Docket Clerk during regular business 


reviewing public comments and 
obtaining additional information during 
the initial implementation. This interim 
final rule will be effective for two years 
and then be replaced with a final rule. 


I. Introduction 


Hemp is a commodity that can be 
used for numerous industrial and 
horticultural purposes including fabric, 
paper, construction materials, food 
products, cosmetics, production of 
cannabinoids (such as cannabidiol or 


1 The 2018 Farm Bill explicitly preserved the 
authority of the U.S. Food and Drug Administration 
(FDA) to regulate hemp products under the Federal 
Food, Drug, and Cosmetic Act (FD&C Act) and 
section 351 of the Public Health Service Act (PHS 
Act). See section 297D(c)(1) (‘‘Nothing in this 
subchapter shall affect or modify . . . the Federal 
Food, Drug, and Cosmetic Act (21 U.S.C. 301 et 
seq.); section 351 of the Public Health Service Act 
(42 U.S.C. 262); or the authority of the 
Commissioner of Food and Drugs and the Secretary 
of Health and Human Services . . .’’ under those 
Acts). Accordingly, products containing cannabis 
and cannabis-derived compounds are subject to the 
same authorities and requirements as FDA- 
regulated products containing any other substance. 
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APHIS will have jurisdiction for any 
pest related issues if they arise. 


The 2018 Farm Bill allows for the 
interstate transportation and shipment 
of hemp in the United States. This rule 
does not affect the exportation of hemp. 
Should there be sufficient interest in 
exporting hemp in the  future,  USDA 
will work with industry and other 
Federal agencies to help facilitate this 
process. 


Prior to the 2018 Farm Bill, Cannabis 
sativa L. with delta-9 
tetrahydrocannabinol (THC) levels 
greater than 0.3% fell within the 
definition of ‘‘marihuana’’ under the 
Controlled Substances Act (CSA), 21 
U.S.C. 801 et seq., and was therefore a 
Schedule I controlled substance  unless 
it fell under a narrow range of 
exceptions (e.g., the ‘‘mature stalks’’ of 
the plant).2 As a result, many aspects of 
domestic production of what is now 
defined as hemp was limited to persons 
registered under the CSA to do so.  
Under the Agricultural Act of 2014  
(2014 Farm Bill), Public Law 113–79, 
State departments of agriculture and 
institutions of higher education were 
permitted to produce hemp as part of a 
pilot program for research purposes. 
The authority for hemp production 
provided in the 2014 Farm Bill was 
extended by the 2018 Farm Bill, which 
was signed into law on December 20, 
2018. 


The 2018 Farm Bill requires USDA to 
promulgate regulations and  guidelines 
to establish and administer a program  
for the production of  hemp  in  the 
United States. Under this new authority, 
a State or Indian Tribe that wants to  
have primary regulatory authority over 
the production of hemp in that State or 
territory of that Indian Tribe may  
submit, for the approval  of  the 
Secretary, a plan concerning the 
monitoring and regulation of such hemp 
production. For States or Indian Tribes 
that do not have approved plans, the 
Secretary is directed to establish a 
Departmental plan to monitor and 
regulate hemp production  in  those 
areas. 


There are similar requirements that all 
hemp producers must meet. These 
include: Licensing requirements; 
maintaining information on the land on 
which hemp  is  produced;  procedures 
for testing the THC concentration levels 
for hemp; procedures for disposing of 
non-compliant plants; compliance 
provisions; and procedures for handling 
violations. 


 
 


After extensive consultation with the 
Attorney General, USDA is issuing this 
interim final rule to establish the 
domestic hemp production program and 
to facilitate the production of hemp, as 
set forth in the 2018 Farm Bill. This 
interim rule will help expand 
production and sales of domestic hemp, 
benefiting both U.S. producers and 
consumers. With the publication of the 
interim rule, USDA will begin to 
implement the hemp program including 
reviewing State and Tribal plans and 
issuing licenses under the USDA hemp 
plan. There is also a 60-day comment 
period during which interested persons 
may submit comments on this interim 
rule. The comment period will close on 
December 30, 2019. After reviewing and 
evaluating the comments, USDA will 
draft and publish a final rule within two 
years of the date of publication. USDA 
will evaluate all information collected 
during this period to adjust, if 
necessary, this rule before finalizing. 


For the purposes of this new part, and 
as defined in the 2018 Farm Bill, the 
term ‘‘hemp’’ means the plant species 
Cannabis sativa L. and any part of that 
plant, including the seeds thereof  and 
all derivatives, extracts, cannabinoids, 
isomers, acids, salts, and salts of 
isomers, whether growing or not, with a 
delta-9 tetrahydrocannabinol 
concentration of not more than 0.3 
percent on a dry weight basis. Delta-9 
tetrahydrocannabinol, or THC, is the 
primary intoxicating component of 
cannabis. Cannabis with a THC level 
exceeding 0.3 percent is considered 
marijuana, which remains  classified  as 
a schedule I controlled substance 
regulated by the Drug Enforcement 
Administration (DEA) under the CSA. 


The term ‘‘State’’ means any of one of 
the fifty States of the United States of 
America, the District of Columbia, the 
Commonwealth of Puerto Rico, and any 
other territory or possession of the 
United States. The term ‘‘Indian Tribe’’ 
or ‘‘Tribe’’ is the same definition as in 
section 4 of the Indian Self- 
Determination and Education 
Assistance Act (25 U.S.C. 5304). The 
interim rule also includes the definition 
of ‘‘territory of an Indian Tribe’’ to 
provide clarity to the term because the 
Act does not define it. The definition 
adopts the definition ‘‘Indian Country’’ 
in 18 U.S.C. 1151 because it is a 
commonly acceptable approach to 
determine a tribal government’s 
jurisdiction. Under an approved Tribal 
plan, the Indian Tribe will have 
regulatory authority over Indian 
Country under its jurisdiction.3 A full 


list of terms and definitions relating to 
this part can be found under 
‘‘Definitions’’ in section IV. 


II. State and Tribal Plans 


If a State or Indian Tribes wants to 
have primary regulatory authority over 
the production of hemp in that State or 
territory of that Indian Tribe they may 
submit, for the approval of the 
Secretary, a plan concerning the 
monitoring and regulation of such hemp 
production. State or Tribal plans must 
be submitted to USDA and approved 
prior to their implementation. Nothing 
preempts or limits any law of a State or 
Tribe that regulates the production of 
hemp and is more stringent than the 
provisions in the 2018 Farm Bill. State 
and Tribal plans developed to regulate 
the production of hemp must include 
certain requirements when submitted 
for USDA approval. These requirements 
are outlined in the following sections. 


A. Land Used for Production 


Plans will need to contain a process 
by which relevant information regarding 
the land used for hemp production in 
their jurisdiction is collected and 
maintained. All information on hemp 
production sites must be collected for 
each producer covered by the State or 
Tribal plan. The information required to 
be collected includes a legal description 
of the land and geospatial location, 
which the USDA Farm Service Agency 
(FSA) can help provide, for each field, 
greenhouse, or other site where hemp is 
produced. Geospatial location is 
required because many rural locations 
do not have specific addresses and these 
coordinates will assist with the proper 
identification of hemp production 
locations. Per statute, States and Tribes 
will need to retain these records for 
three years. 


In addition to the land information 
required to be submitted to the 
appropriate State or Tribe, licensed 
producers must also report their hemp 
crop acreage to the FSA. When reporting 
to FSA, producers must provide their 
State or Tribe-issued license or 
authorization number. The requirement 
that producers report hemp crop acreage 
to FSA establishes an identification 
system for hemp production nationwide 
and complies with the information 
sharing requirements of the 2018 Farm 
Bill. A link to FSA information on how 
to report hemp crop acreage to FSA is 
available at https://www.fsa.usda.gov/ 
Assets/USDA-FSA-Public/usdafiles/ 
FactSheets/2019/crop-acreage- 


 


simple, it would need to have a State or USDA 
2 Although the statutory spelling is ‘‘marihuana’’    license, whichever is applicable, because that land 


in the Controlled Substances Act, this rule uses the 
more commonly used spelling of marijuana. 


3 We note that if an Alaskan Native Corporation 
wants to produce hemp on land it owns in fee 


does not qualify as Indian Country and it does not 
have jurisdiction over that land. 
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reporting-19.pdf and  will  be  provided 
on the USDA hemp production program 
web site. USDA believes that most 
producers who will plant hemp already 
report land use data to FSA for other 
crops and to apply for various FSA 
programs, including those for hemp. 
FSA offices are located in various 
counties within each State and are 
designed to be a single location where 
customers can access services from 
USDA agencies including FSA, AMS, 
Natural Resources Conservation Service 
(NRCS) and Rural Development (RD). 
These offices currently serve the 
agricultural industry within their 
communities and provide producers 
access to an office for establishing farm 
and producer records, a place for 
producers to record their licensing 
information, and a place to report crop 
acreage. The producer may, with 
supporting documentation, also update 
its FSA farm records for leases, sub- 
leases, or ownership of land. 


Under the hemp pilot program 
authorized under the terms of the 2014 
Farm Bill, various States developed seed 
certification programs to help producers 
identify hemp seed that  would  work 
well in their specific geographical areas. 
USDA will not include  a  seed 
certification program in this  rule 
because the same seeds grown in 
different geographical locations and 
growing conditions can react differently. 
For example, the same seed used in one 
State to produce hemp plants with THC 
concentrations less than 0.3%, can 
produce hemp plants with THC 
concentrations of more than 0.3% when 
planted in a different State.  We  have 
also found that the technology necessary 
to determine seed planting results in 
different locations is not advanced 
enough at this time to make a seed- 
certification scheme feasible. 
Additionally, we do not have accurate 
data at this time on the origin of most 
hemp seed planted in the U.S. 
B. Sampling and Testing for Delta-9 


from such cannabis plants for delta-9 
tetrahydrocannabinol concentration 
level testing. If producers delay harvest 
beyond 15 days, the plant will likely 
have a higher THC level at harvest than 
the sample that is being tested. This 
requirement will yield the truest 
measurement of the THC level at the 
point of harvest. Accepting that a pre- 
harvest inspection is best to identify 
suspicious plants and  activities,  and 
that the sample should be taken as close 
to harvest as possible, the time was 
selected based on what would be a 
reasonable time for a farmer to harvest 
an entire field. This 15-day post-sample 
harvest window was also designed to 
allow for variables such as rain and 
equipment delays. We are requesting 
comments and information regarding 
the 15-day sampling and harvest 
timeline. 


Testing procedures must ensure the 
testing is completed by a DEA-registered 
laboratory using a reliable methodology 
for testing the THC level. The THC 
concentration of all hemp must meet the 
acceptable hemp THC level. Samples 
must be tested using post- 
decarboxylation or other similarly 
reliable analytical methods where the 
total THC concentration level reported 
accounts for the conversion of delta-9- 
tetrahydrocannabinolic  acid  (THCA) 
into THC. Testing methodologies 
currently meeting these requirements 
include those using gas or liquid 
chromatography with detection. The 
total THC, derived from the sum of the 
THC and THCA content, shall be 
determined and reported on a dry  
weight basis. In order to provide 
flexibility to States and Tribes in 
administering their own hemp 
production programs, alternative 
sampling and testing protocols will be 
considered if they are comparable and 
similarly reliable to the baseline 
mandated by section 297B(a)(2)(ii) of 
the AMA and established under  the 
USDA plan and procedures. USDA 


0.3% on a dry weight basis before 
requiring disposal of the crop. 


The National Institute of Standards 
and Technology (NIST) Reference on 
Constants, Units, and Uncertainty states 
that ‘‘measurement result is complete 
only when accompanied by a 
quantitative statement of its uncertainty. 
The uncertainty is required in order to 
decide if the result is adequate for its 
intended purpose and to ascertain if it 
is consistent with other similar 
results.’’ 4   Simply  stated,  knowing the 
measurement of uncertainty is necessary 
to evaluate the accuracy of test results. 


This interim rule requires that 
laboratories calculate and include the 
measurement of uncertainty (MU) when 
they report THC test results. Hemp 
producers must utilize laboratories that 
use appropriate, validated methods and 
procedures for all testing activities and 
who also evaluate measurement of 
uncertainty. Laboratories should meet 
the AOAC International 5 standard 
method performance requirements for 
selecting an appropriate method. 


This interim rule defines 
‘‘measurement of uncertainty’’ as ‘‘the 
parameter, associated with the result of  
a measurement, that characterizes the 
dispersion of the values that could 
reasonably be attributed to the 
particular quantity subject to 
measurement.’’ This definition is based 
on the definition of ‘‘uncertainty (of 
measurement)’’ in section 2.2.3 of the 
Joint Committee  for  Guides  in 
Metrology 6 100:800, Evaluation of 
measurement data—Guide to the 
expression of uncertainty in 
measurement (JCGM Guide). NIST 
Technical Note 1297, Guidelines for 
Evaluating and Expressing the 
Uncertainty of NIST Measurement 
Results (TN 1297), is based on the JCGM 
Guide. USDA also relied on the 
Eurachem/Co-Operation on 
International Traceability in Analytical 
Chemistry’s ‘‘Guide on Use of  
Uncertainty Information in Compliance 


Tetrahydrocannabinol procedures for sampling and testing will        


State and Tribal plans must 
incorporate procedures for  sampling 
and testing hemp to ensure the cannabis 
grown and harvested does not exceed 
the acceptable hemp THC level. 
Sampling procedures, among other 
requirements, must ensure that a 
representative sample of the hemp 
production is physically collected and 
delivered to a DEA-registered laboratory 
for testing. Within 15 days prior to the 
anticipated harvest of cannabis plants, a 
Federal, State, local, or Tribal law 
enforcement agency or other Federal, 
State or Tribal designated person shall 
collect samples from the flower material 


be issued concurrently with this rule 
and will be provided on the USDA 
website. 


Sections 297B(a)(2)(A)(iii) and 
297C(a)(2)(C) require that cannabis 
plants that have a THC concentration 
level of greater than 0.3% on a dry 
weight basis be disposed of in 
accordance with the applicable State, 
Tribal, or USDA plan. Because of this 
requirement, producers whose cannabis 
crop is not hemp will  likely  lose  most 
of the economic value of their 
investment. Thus, USDA believes that 
there must be a high degree of certainty 
that the THC concentration level is 
accurately measured and is in fact above 


4 https://physics.nist.gov/cuu/Uncertainty/ 
international1.html. 


5 USDA established the Association of Official 
Agricultural Chemists in 1884. In 1965, it changed 
its name to the Association of Official Analytical 
Chemists and became an independent organization 
in 1979. In 1991, it adopted its current, legal name 
as AOAC International. 


6 The Joint Committee for Guides in Metrology is 
composed of international organizations working in 
the field of metrology. Its membership includes the 
Bureau International des Poids et Mesures, the 
Organisation Internationale de Métrologie Légale, 
the International Organization for Standardization, 
the International Electrotechnical Commission, the 
International Union of Pure and Applied Chemistry, 
the International Union of  Pure  and  Applied 
Physics, the International Federation of Clinical 
Chemistry and Laboratory Medicine, and the 
International Laboratory Accreditation Cooperation. 
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Assessment, First Edition 2007’’. 
Colloquially, the measurement of 
uncertainty is similar to a margin of 
error. When the measurement of 
uncertainty, normally expressed as a 
+/¥ with a number, (e.g., +/¥ 0.05) is 
combined with the reported 
measurement, it produces a range and 
the actual measurement has a known 
probability of falling within that range 
(typically 95%). 


This interim rule requires that 
laboratories report the measurement of 
uncertainty as part of any hemp test 
results. The rule also includes a  
definition of ‘‘acceptable hemp THC 
level’’ to account for the uncertainty in 
the test results. The reported THC 
concentration level of a sample may not 
be the actual concentration level in the 
sample. The actual THC concentration 
level is within the distribution or range 
when the reported THC concentration 
level is combined with the measurement 
of uncertainty. 


It bears emphasis that this rule does 
not alter Federal law with regard to the 
definition of hemp or marihuana. As 
stated above, the 2018 Farm Bill defines 
hemp as the plant species  Cannabis 
sativa L. and any part of that plant, 
including the seeds thereof and all 
derivatives, extracts, cannabinoids, 
isomers, acids, salts, and  salts  of 
isomers, whether growing or not, with a 
delta-9 THC of not more  than  0.3 
percent on a dry weight basis. Likewise, 
the Federal (CSA) definition of 
marihuana continues to include those 
parts of the cannabis plant as specified  
in 21 U.S.C. 802(16) (and derivatives 
thereof) that contain more than 0.3 
percent delta-9 THC on a dry weight 
basis. The foregoing provisions of 
Federal law remain in effect  for 
purposes of Federal criminal 
prosecutions as well as Federal civil and 
administrative proceedings  arising 
under the CSA.  However,  for  purposes 
of this rule (i.e., for purposes of 
determining the obligations of licensed 
hemp growers under the applicable 
provisions of the 2018 Farm Bill), the 
term ‘‘acceptable hemp THC level’’ is 
used to account for the uncertainty  in 
the test results. 


The definition of ‘‘acceptable hemp 
THC level’’ explains how to  interpret 
test results with the measurement of 
uncertainty with an example. The 
application of the measurement of 
uncertainty to the reported delta-9 
tetrahydrocannabinol content 
concentration level on a dry weight  
basis produces a distribution, or range.  
If 0.3% or less is within the distribution 
or range, then the sample will be 
considered to be hemp for the purpose 
of compliance with the requirements of 


State, Tribal, or USDA hemp plans. For 
example, if a laboratory reports a result 
as 0.35% with a measurement of 
uncertainty of +/¥0.06, the distribution 
or range is 0.29% to 0.41%. Because 
0.3% is within that  distribution  or 
range, the sample, and the lot it 
represents, is considered hemp for the 
purpose of compliance with the 
requirements of State, Tribal, or USDA 
hemp plans. However, if the 
measurement of uncertainty for that 
sample was 0.02%, the distribution or 
range is 0.33% to 0.37%. Because 0.3% 
or less is not within that distribution or 
range, the sample is not considered  
hemp for the purpose of plan  
compliance, and the lot  it  represents 
will be subject to disposal. Thus the 
‘‘acceptable hemp THC level’’ is the 
application of the measurement of 
uncertainty to the reported delta-9 
tetrahydrocannabinol content 
concentration level on a  dry  weight 
basis producing a distribution or range 
that includes 0.3% or less. As such, the 
regulatory definition of ‘‘acceptable 
hemp THC level’’ describes how State, 
Tribal, and USDA  plans  must  account 
for uncertainty in test results in their 
treatment of cannabis. Again, this 
definition affects neither the statutory 
definition of hemp, 7 U.S.C. 1639o(1), in 
the 2018 Farm Bill nor the definition of 
‘‘marihuana,’’ 21 U.S.C. 802(16), in the 
CSA. 


The laboratories conducting hemp 
testing must be registered by the DEA to 
conduct chemical analysis of controlled 
substances (in accordance with 21 CFR 
1301.13). Registration is necessary 
because laboratories could potentially 
handle cannabis that tests above the 
0.3% concentration of THC on a dry 
weight basis, which is, by definition, 
marijuana and a Schedule 1 controlled 
substance. Instructions for laboratories 
to obtain DEA registration, along with a 
list of approved laboratories, will be 
posted on the USDA Domestic Hemp 
Production Program website. 


USDA is considering establishing a 
fee-for-service hemp laboratory approval 
process for labs that wish to offer THC 
testing services. USDA approved 
laboratories would be approved by the 
USDA, AMS, Laboratory  Approval 
Service, which administers the 
Laboratory Approval Program (LAP). 
USDA-approved laboratories would 
need to comply with the LAP 
requirements, as established under 
‘‘Laboratory Approval Program— 
General Policies & Procedures’’ 
(www.ams.usda.gov/services/lab- 
testing/lab-approval), which describes 
the general policies and procedures for 
a laboratory to apply for and maintain 
status in a LAP. Under the LAP, an 


individual program for hemp would be 
developed, with a set of documented 
requirements to capture specific 
regulatory, legal, quality assurance and 
quality control, and analytical testing 
elements. A requirement for a testing 
laboratory to be approved by USDA 
would be in addition to the requirement 
in the final rule that the laboratory be 
registered with DEA. 


In addition to requiring ISO 17025 
accreditation, which assesses general 
competence of testing laboratories, the 
LAP would provide a way for USDA to 
accredit that laboratories perform to a 
standard level of quality. When DEA 
registers a lab to handle narcotics, they 
do not require the lab to be accredited. 
This is an important factor, as the issue 
of providing assurance as to proper 
testing was raised on numerous 
occasions during the USDA outreach 
process that was conducted prior to 
developing this rule. The LAP  would 
give USDA the proper oversight of the 
laboratories doing the testing, providing 
quality assurance and control 
procedures that ensure a validated and 
qualified analysis, and defensible data. 
Should USDA establish a lab approval 
process, a list of USDA approved 
laboratories that are also registered with 
the DEA would be posted on the USDA 
Domestic Hemp Production Program 
website. Although this proposal is not 
reflected in the regulatory text of this 
interim final rule, USDA is seeking 
comment on it to determine whether to 
incorporate it in the subsequent final 
rule. 


Alternatively, USDA is considering 
requiring all laboratories testing  hemp 
to have ISO 17025 accreditation. We are 
requesting comment on this requirement 
as well and are interested to learn about 
the number of labs that  already  have 
this accreditation,  the  associated 
burden, and the potential benefits of  
such a requirement. 


C. Disposal of Non-Compliant Plants 


State and Tribal plans are also 
required to include procedures for 
ensuring effective disposal of plants 
produced in violation of this part. If a 
producer has produced cannabis 
exceeding the acceptable hemp THC 
level, the material must be disposed of  
in accordance with the CSA and DEA 
regulations because such material 
constitutes marijuana, a schedule I 
controlled substance under the CSA. 
Consequently, the material must be 
collected for destruction by a person 
authorized under the CSA to handle 
marijuana, such as a DEA-registered 
reverse distributor, or a duly authorized 
Federal, State, or local law enforcement 
officer. 
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D. Compliance With Enforcement 
Procedures Including Annual Inspection 
of Hemp Producers 


State and Tribal plans must include 
compliance procedures to ensure hemp 
is being produced in accordance  with 
the requirements of this part. This 
includes requirements to  conduct 
annual inspections of, at a minimum, a 
random sample of hemp producers to 
verify hemp is not being produced in 
violation of this part. These plans also 
must include a procedure for handling 
violations. In accordance with the 2018 
Farm Bill, States and Tribes with their 
own hemp production plans  have 
certain flexibilities in determining 
whether hemp producers have violated 
their approved plans. However,  there 
are certain compliance requirements 
that all State and Tribal plans must 
contain. This includes procedures to 
identify and attempt to correct certain 
negligent acts, such as failing to provide 
a legal description of the land on which 
the hemp is produced, not obtaining a 
license or other required authorizations 
from the State or tribal government or 
producing plants exceeding the 
acceptable hemp THC level. States and 
Tribes may require additional 
information in their plans.  In  the 
context of this part, negligence  is 
defined as a failure to exercise the level 
of care that a reasonably prudent person 
would exercise in complying with the 
regulations set forth under this part. 
This definition employed in this rule is 
derived from the definition of 
negligence in Black’s Law Dictionary. 
See  BLACK’S  LAW  DICTIONARY (10th 
ed. 2014) (defining negligence as ‘‘[t]he 
failure to exercise the standard of care 
that a reasonably prudent person would 
have exercised in a similar situation’’). 


This rule specifies that hemp 
producers do not commit a negligent 
violation if they produce plants that 
exceed the acceptable hemp THC level 
and use reasonable efforts to grow hemp 
and the plant does not have a THC 
concentration of more than 0.5 percent 
on a dry weight basis. USDA recognizes 
that hemp producers may take the 
necessary steps and precautions to 
produce hemp, such as using certified 
seed, using other seed that has reliably 
grown compliant plants in other parts of 
the country, or engaging in other best 
practices, yet still produce plants that 
exceed the acceptable hemp THC level. 
USDA seeks comments whether  there 
are other reasonable efforts to be 
considered. We believe that a hemp 
producer in that scenario has exercised  
a level of care that a reasonably prudent 
person would exercise if the plant does 
not have a THC concentration of more 


than 0.5 percent on a dry weight basis. 
USDA arrived at that percentage by 
examining the test results of samples 
taken from several States that have a 
hemp research program under the 2014 
Farm Bill and by reviewing results from 
plants grown from certified seed as well 
as uncertified seed and tested using 
different testing protocols. Under this 
scenario, although a producer would not 
be considered ‘‘negligent,’’ they would 
still need to dispose of the plants if the 
THC concentration exceeded the 
acceptable hemp THC level. 


In developing the compliance 
requirements of State and Tribal plans, 
USDA recognizes that there may be 
significant differences across States and 
Tribes in how they will administer their 
respective hemp programs. Accordingly, 
as long as, at a minimum, the 
requirements of the 2018 Farm Bill are 
met, States and Tribes are free to 
determine whether or not a licensee 
under their applicable plan has taken 
reasonable steps to comply with plan 
requirements. 


In cases where a State or Tribe 
determines a negligent violation has 
occurred, a corrective action plan shall 
be established. The corrective action 
plan must include a reasonable date by 
which the producer will correct the 
negligent violation. Producers operating 
under a corrective action plan must also 
periodically report to the State or Tribal 
government, as applicable, on their 
compliance with the plan  for  a  period 
of not less than two calendar years 
following the violation. A producer who 
negligently violates a State or Tribal 
plan three times in a five-year period 
will be ineligible to produce hemp for 
a period of five years from the date of 
the third violation. Negligent violations 
are not subject to criminal enforcement 
action by local, Tribal, State, or Federal 
government authorities. 


State and Tribal plans also must 
contain provisions relating to producer 
violations made with a culpable mental 
state greater than negligence, meaning, 
acts made intentionally, knowingly, or 
with recklessness. This definition is 
derived from the definition of 
negligence in Black’s Law Dictionary. 
See BLACK’S LAW DICTIONARY (10th 
ed. 2014) (giving as a definition of 
negligence ‘‘[t]he failure to exercise the 
standard of care that a reasonably 
prudent person would have exercised in 
a similar situation’’). If it is determined   
a violation was committed with a 
culpable mental state greater than 
negligence, the State department of 
agriculture or tribal government, as 
applicable, shall immediately report the 
producer to the  Attorney  General, 
USDA, and the chief law enforcement 


officer of the State or Tribe. State and 
Tribal plans also must prohibit any 
person convicted of a felony related to  
a controlled substance under State or 
Federal law before, on, or after the 
enactment of the 2018 Farm Bill from 
participating in the State or Tribal plan 
and from producing hemp for 10-years 
following the date of conviction. An 
exception applies to a person who was 
lawfully growing hemp under the 2014 
Farm Bill before December 20, 2018, 
and whose conviction also occurred 
before that date. 


To meet this requirement, the State or 
Indian Tribe will need  to  review 
criminal history reports for each 
applicant. When an applicant is a 
business entity, the State or Indian Tribe 
must review the criminal history report 
for each key participant in the business. 
The State and Tribe may determine the 
appropriate method for obtaining the 
criminal history report for  their 
licensees in their plan. Finally, any 
person found by the USDA, State, or 
Tribal government to have materially 
falsified any information submitted to 
this program will be ineligible to 
participate. 


E. Information Sharing 


State and Tribal plans also must 
contain procedures for  reporting 
specific information to USDA. This is 
separate from the requirement to report 
hemp crop acreage with FSA as 
discussed above. The information 
required here includes contact 
information for each hemp producer 
covered under the plan including name, 
address, telephone number, and email 
address (if available). If the producer is  
a business entity, the information must 
include the full name of the business, 
address of the principal business 
location, full name and title of the key 
participants, an email address if 
available, and EIN number of the 
business entity. Producers must report 
the legal description and geospatial 
location for each hemp production area, 
including each field, greenhouse, or 
other site, used by them, as stated in 
section A of this preamble. The report 
also shall include the status of the  
license or other required authorization 
from the State or Tribal government, as 
applicable, for each producer under a 
hemp production plan.  States  and 
Tribes will submit this information to 
USDA not later than 30 days after the 
date it is received using the appropriate 
reporting requirements as determined 
by USDA. These reporting requirements 
are found at § 990.70 in this rule. 
Further explanation of the specific 
information to be submitted, the 
appropriate format, and the specific due 
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dates for the information is discussed 
below. This information submitted from 
each State and Tribal plan, along  with 
the equivalent information collected 
from individuals participating under the 
USDA plan, will be assembled and 
maintained by  USDA  and  made 
available in real time to Federal, State, 
and local law enforcement as  required 
by the 2018 Farm Bill. All information 
supporting, verifying, or documenting 
the information submitted  to  USDA 
must be maintained by the States and 
Tribes for at least three years. 


F. Certification of Resources 


All State and Tribal plans submitted 
for USDA approval must also have a 
certification stating the State or Tribe 
has the resources and personnel 
necessary to carry out the practices and 
procedures described in their plan. 
Section 297B of the AMA requires this 
certification and the information is 
important to USDA’s approval of State 
and Tribal plans in that all such plans 
must be supported by adequate 
resources to effectively administer them. 


G. Plan Approval, Technical Assistance 
and USDA Oversight 


During the plan development process, 
States and Tribes are encouraged to 
contact USDA so we may provide 
technical assistance in developing plan 
specifics. USDA  will  not  review, 
approve or disapprove plans until after 
the effective date of this interim rule. 
Once USDA formally receives a plan, 
USDA will have 60 days to review the 
submitted plan. USDA may  approve 
plans which comply with the 2018 Farm 
Bill and with the provisions of this rule. 
If a plan does not comply with all 
requirements of the Act and this part it 
will be rejected. USDA will consult with 
the Attorney General throughout this 
process. 


When plans are rejected, USDA will 
provide a letter of notification outlining 
the deficiencies identified. The State or 
tribal government may then submit an 
amended plan for review. If the State or 
Tribe disagrees with the determination 
made by USDA regarding the plan, a 
request for reconsideration can be 
submitted to USDA using the appeal 
process as outlined in section V. of this 
rule. Plans submitted by States and 
Tribes must be approved by USDA 
before they can be implemented. 


USDA will use the information 
outlined here and as directed in the 
2018 Farm Bill when evaluating State 
and Tribal plans for approval. States 
and Tribes can submit their plans to 
USDA through electronic mail at 
farmbill.hemp@usda.gov or by postal 
carrier to USDA. The specific address is 


provided on the USDA Domestic Hemp 
Production Program website. 


If the State or Tribal plan application 
is complete and meets the criteria of this 
part, USDA shall issue  an  approval 
letter. Approved State and Tribal plans, 
including their respective rules, 
regulations and procedures, shall be 
posted on USDA’s hemp program 
website. 


Once a plan has received approval 
from USDA, it will remain  in  effect 
unless revoked by  USDA  pursuant  to 
the revocation procedures discussed 
below, or unless the State or Tribe  
makes substantive revisions to  their 
plan or their laws that alter the way the 
plan meets the requirements of this 
regulation. Additionally, changes to the 
provisions or procedures under this rule 
or to the language in the 2018 Farm Bill 
may require plan revision and 
resubmission to USDA for approval. 
Should States or Tribes have questions 
regarding the need to resubmit their 
plans, they should contact USDA for 
guidance. Statutory amendments could 
result in revocation of some or all plans. 


A State or tribal government may 
submit an amended plan to USDA for 
approval if: (1) The Secretary 
disapproves a State or Tribal plan; or (2) 
The State or Tribe makes substantive 
revisions to their plan or to their laws 
that alter the way the plan meets the 
requirements of this regulation, or as 
necessary to bring the plan into 
compliance with changes in other 
applicable law or regulations. 


If the plan, previously approved by 
USDA, needs to be amended because of 
changes to the State or Tribe’s laws or 
regulations, such resubmissions should 
be provided to USDA within a calendar 
year from when the new State or tribal 
law or regulations are effective. 
Producers will be held to the 
requirements of the previous plan until 
such modifications are approved by 
USDA. If State or tribal government 
regulations in effect under the USDA- 
approved plan change but the State or 
tribal government does not resubmit a 
modified plan within the calendar year 
of the effective date of the change, 
USDA will issue a notification to the 
State or tribal government that approval 
of its plan will be revoked. The 
revocation will be effective no earlier 
than the beginning of the next calendar 
year. When USDA sends the notification 
to the State or Tribe, it will accept 
applications for USDA licenses from 
producers in the State or territory of the 
Indian Tribe for 90 days after the 
notification even if that time period 
does not coincide with the annual 
period in which USDA normally accepts 
applications under § 990.21. 


USDA has the authority to audit 
States and Tribes to determine if they 
are in compliance with the terms and 
conditions of their approved plans. If a 
State or Tribe is noncompliant with 
their plan, USDA will work with that 
State or Tribe to develop a corrective 
action plan following the first case of 
noncompliance. However, if additional 
instances of noncompliance occur, 
USDA has the authority to revoke the 
approval of the State or Tribal plan for 
one year. USDA believes that one year 
is sufficient time for a noncompliant 
State or Tribe to evaluate problems with 
their plan and make the necessary 
adjustments. Should USDA determine 
the approval of a State or Tribal plan 
should be revoked, such a revocation 
would begin after the end of the current 
calendar year, so producers will have 
the opportunity to adjust their 
operations as necessary. This one-year 
window will allow producers to apply 
for a license under the USDA plan so 
that their operations do not become 
disrupted due to the revocation of the 
State or Tribal plan. 


For the 2020 planting season,  the 
2018 Farm Bill provides that States and 
institutions of higher education can 
continue operating under the authorities 
of the 2014 Farm Bill. The 2018 Farm  
Bill extension of the 2014 Farm Bill 
authority expires 12 months after the 
effective date of this rule. 


III. Department of Agriculture Plan 


This rule also  establishes  a  USDA 
plan to regulate hemp production by 
producers in areas where hemp 
production is legal but is not covered by 
an approved State or Tribal plan. All 
hemp produced outside of States and 
Tribes with approved plans must meet 
the requirements of the USDA plan. The 
requirements of the USDA plan are 
similar to those under State and Tribal 
plans. 


A. USDA Hemp Producer License 


1. Application 


To produce hemp under the USDA 
plan, producers must apply for and be 
issued a license from USDA. USDA will 
begin accepting applications 30 days 
after the effective date of this interim 
rule. USDA is delaying acceptance of 
applications for 30 days to allow States 
and Tribal governments to submit their 
plans first. This is to prevent USDA 
from reviewing and issuing USDA 
licenses to producers when there is a 
likelihood that there will soon be a State 
or Tribal plan in place and producers 
will obtain their licenses from the State 
or Tribe. 







58528 Federal Register / Vol. 84, No. 211 / Thursday, October 31, 2019 / Rules and Regulations 
 


While a State or Tribal government 
has a draft hemp production plan 
pending for USDA approval, USDA will 
not issue USDA hemp production 
licenses to individual producers located 
in those States or Tribal Nations. Once 
USDA approves a  draft  hemp 
production plan from a State or Tribe, 
it will deny any license applications 
from individuals located in the 
applicable State or Tribal Nation. If 
USDA disapproves a State or Tribal 
hemp production plan, individual 
producers located in the State or Tribal 
Nation may apply for a USDA hemp 
production license. 


For the first year after USDA begins to 
accept applications, applications can be 
submitted any time. For all subsequent 
years, license applications and license 
renewal applications must be submitted 
between August 1 and October 31. For 
hemp grown outdoors, harvesting 
usually occurs in the late summer and 
early fall. This application period is 
close to or after the harvest season when 
producers are preparing for the next 
growing season. USDA requests 
comments on whether this application 
period is sufficient. USDA may consider 
an alternative application window if 
experience demonstrates the need for 
one. Having an established application 
period provides adequate time for 
USDA to effectively and efficiently 
review and decide on applications, 
while also providing producers with a 
licensing decision well before planting 
season. All applications must comply 
with the requirements as described 
below. The license application will be 
available online at the USDA Domestic 
Hemp Production Program website. 
Applications may be submitted 
electronically or by mail. Copies can be 
also requested by email at 
farmbill.hemp@usda.gov. 


The application will require contact 
information such as name, address, 
telephone number, and email address (if 
available). If the applicant represents a 
business entity, and that entity will be 
the producer, the application  will 
require the full name of the business, 
address of the principal business 
location, full name and title of the key 
participants on behalf of the entity, an 
email address if available, and EIN 
number of the business entity. 


All applications must be accompanied 
by a completed criminal history report. 
If the application is for a business 
entity, a completed criminal history 
report must be provided for each key 
participant. 


Key participants are a person or 
persons who have a direct or indirect 
financial interest in the entity producing 
hemp, such as an owner or partner in a 


partnership. A key participant also 
includes persons in a corporate entity at 
executive levels including chief 
executive officer, chief operating officer 
and chief financial officer. This does not 
include other management positions 
like farm, field or shift managers. USDA 
is requiring a criminal history records 
report for key participants because those 
persons are likely to have control over 
hemp production, whether production 
is owned by an individual, partnership, 
or a corporation. USDA considers those 
individuals to be responsible for 
ensuring compliance with the regulatory 
requirements and thereby active 
participants in the Domestic Hemp 
Production Program. If those persons 
have a disqualifying felony, they can no 
longer participate in the program as 
provided for by section 297B(e)(3)(B)(i) 
of the 2018 Farm Bill. An exception 
applies to a person who was lawfully 
growing hemp under the 2014 Farm Bill 
before December 20, 2018, and whose 
conviction also occurred before that 
date. 


USDA will not accept criminal history 
reports completed more than 60 days 
before the submission of an application, 
which provides USDA with an 
expectation that the findings of the 
report are reasonably current and 
accurate. 


The criminal history report must 
indicate the applicant has not been 
convicted of a State or Federal felony 
related to a controlled substance for the 
10 years prior to the date of when the 
report was completed. An exception 
applies to a person who was lawfully 
growing hemp under the 2014 Farm Bill 
before December 20, 2018, and whose 
conviction also occurred before that 
date. 


In addition to providing the 
information specified, the application 
will also require license applicants to 
certify they will adhere to the 
provisions of the plan. 


Once all the necessary information 
has been provided, applications will be 
reviewed by USDA  for  completeness 
and to determine an applicant’s 
eligibility. USDA will approve or deny 
license applications  unless  the 
applicant is from a State or  Tribal 
Nation that has a plan submitted to or 
approved by USDA. Applicants will be 
notified if they have been granted or 
denied a license either by mail or email. 


If an application is denied, the 
applicant will receive a notification 
letter or email specifying why the 
application was denied. If denied, 
applicants will have the option of 
resubmitting a revised application if the 
application was rejected for being 
incomplete. Applicants may resubmit 


after October 31 as long as the original 
application was submitted between 
August 1 and October 31. If the 
application was rejected for other 
reasons, the applicant will have the 
opportunity to appeal the USDA’s 
decision in accordance with the appeals 
process outlined in the regulation. 


2. USDA Hemp Producer Licenses 


Once a license application has been 
approved, USDA will issue the producer 
license. Licenses are not transferrable in 
any manner. An applicant whose 
application has been approved will not 
be considered a licensed producer 
under the USDA plan until the  
applicant receives their producer 
license. Licenses do not renew 
automatically and must be renewed 
every three years. Because of the felony 
ban, we believe it is necessary to review 
producers’ criminal history to ensure 
that they have not committed a felony 
since the most recent license approval 
that would disqualify them. 


Applications for renewal will be 
subject to the same terms and approved 
under the same criteria as initial 
applications unless there has been an 
intervening change in  the  applicable 
law or regulations since approval of the 
initial or last application. In such a case 
the subsequently enacted law or 
regulation shall govern renewal of the 
license. Licenses will be valid until 
December 31 of the year that is at least 
three years after the license is issued. 
This date is not tied to the harvest and 
planting season. Rather it is tied to the 
window for applications (Aug. 1–Oct. 
31) and the 60 days for USDA to make 
a decision. For example, if a producer 
applies for a license August 1, 2020 and 
is granted a license on September 15, 
2020, the license would expire 
December 31, 2023. A December 31 
expiration date will allow licensed 
producers time to apply for a license 
renewal prior to their prior license’s 
expiration and prevent a gap in 
licensing. 


Once a producer has been issued a 
USDA license, the producer must report 
their hemp crop acreage to FSA. 
Producers must provide specific 
information to FSA, as identified in this 
part, including, but not limited to: The 
specific location where hemp is 
produced, and the acreage, greenhouse, 
building, or site where hemp is 
produced. The specific location where 
hemp is produced must be identified, to 
the extent practicable, by the geospatial 
location. 


If at any time, there is a change to the 
information submitted in the license 
application, a license modification is 
required. A license modification is 
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required if, for example, the licensed 
business is sold to a new owner or when 
hemp will be produced in a new 
location not described on the original 
application. Producers must notify 
USDA immediately should there be any 
change in the information provided on 
the license application. USDA will 
provide guidance on where producers 
will submit this information on its 
website. 


B. Sampling and Testing for THC 


All hemp  production  must  be 
sampled and tested for THC 
concentration levels. Samples must be 
collected by a USDA-approved sampling 
agent, or a Federal, State or local law 
enforcement agent authorized by USDA 
to collect samples.  It  is  the 
responsibility of the  licensed  producer 
to pay any fees  associated  with 
sampling. USDA will issue guidance on 
sampling procedures that will satisfy 
sampling requirements to coincide with 
publication of this rule. This guidance 
will be provided on the USDA website. 


The sampling procedures are 
designed to produce a representative 
sample for testing. They describe 
procedures for entering a growing area 
and collecting the minimum number of 
plant specimens necessary to accurately 
represent the THC content, through 
laboratory testing, of the sample to be 
tested. 


THC levels in representative samples 
must test at or below the acceptable 
hemp THC level. Testing will be 
conducted using  post-decarboxylation 
or other similarly reliable methods 
where the total THC concentration level 
measured includes the potential to 
convert delta-9-tetrahydrocannabinolic 
acid (THCA) into THC. Further, test 
results should be determined and 
reported on a dry weight basis, meaning 
the percentage of THC, by weight, in a 
cannabis sample, after excluding 
moisture from the sample. The moisture 
content is expressed as the ratio of the 
amount of moisture in the sample to the 
amount of dry solid in the sample. 


Based on USDA’s review of scientific 
studies, internal research and 
information gathered from the United 
Nations Office on Drugs and Crime: 
Recommended Methods for the 
Identification and Analysis of Cannabis 
and Cannabis Products (ISBN 978–92– 
1–148242–3), USDA has determined 
that testing methodologies meeting 
these requirements include gas or liquid 
chromatography with detection. 


USDA requires that all samples tested 
for THC concentration levels be 
conducted in DEA registered 
laboratories. These laboratories must 
also meet standards of performance 


described in this regulation. Standards 
of performance ensure the validity and 
reliability of test results, and that 
analytical method selection, validation, 
and verification is appropriate (fit for 
purpose) and that the laboratory can 
successfully perform the testing. 
Furthermore, the standards ensure 
consistent, accurate, analytical 
performance and that the analytical tests 
performed are sufficiently sensitive for 
the purposes of the detectability 
requirements under this part. 


Laboratories who conduct THC testing 
must also be registered with DEA to 
handle controlled substances under the 
CSA and DEA regulations (21 CFR part 
1301). USDA is adopting this 
requirement because of the potential for 
these laboratories to handle cannabis 
products testing above 0.3% THC. Such 
products are, by definition, marijuana, 
and a controlled substance. DEA 
registration requirements verify a 
laboratory’s ability to properly handle 
controlled substances. 


As previously explained in the 
requirements for State and Tribal plans, 
USDA is also considering requiring that 
testing for THC concentration levels be 
conducted in USDA approved 
laboratories for USDA plan licensees. 
USDA approved laboratories are 
authorized under the USDA, AMS, 
Laboratory Approval Service, which 
administers the Laboratory Approval 
Program (LAP). USDA-approved 
laboratories would need to comply with 
the LAP requirements, as established 
under ‘‘Laboratory Approval Program— 
General Policies & Procedures’’ 
(www.ams.usda.gov/services/lab- 
testing/lab-approval), which  describes 
the general policies and procedures for  
a laboratory to apply for and maintain 
status in a LAP. Under the LAP, an 
individual program for hemp would be 
developed, with a set of documented 
requirements to capture specific 
regulatory, legal, quality assurance and 
quality control, and analytical testing 
elements. A requirement for a testing 
laboratory to be approved by USDA 
would be in addition to the requirement 
in the final rule that the laboratory be 
registered with DEA. 


USDA is considering a LAP for USDA 
licensees because it would be tailored to 
a commodity to meet specific 
requirements in support of  domestic 
and international trade. In addition to 
requiring ISO 17025  accreditation, 
which assesses general competence of 
testing laboratories, the LAP would 
provide a way for USDA to certify that 
laboratories perform to a standard level 
of quality. This is  an  important  factor, 
as the issue of providing assurance as to 
proper testing was raised on numerous 


occasions during the USDA outreach 
process conducted prior to developing 
this rule. The LAP would  give  USDA 
the proper oversight of the laboratories 
doing the testing, providing quality 
assurance and control procedures that 
ensure a validated and qualified 
analysis, and defensible data. Should 
USDA require that testing laboratories 
be approved by USDA, a list of USDA 
approved laboratories would be posted 
on the USDA Domestic Hemp 
Production Program website. Although 
this proposal is not reflected in the 
regulatory text of this interim rule, 
USDA is seeking comment on it to 
determine whether to incorporate it in 
the subsequent final rule. 


Alternatively, USDA is considering 
requiring all laboratories testing  hemp 
to have ISO 17025 accreditation. We are 
requesting comment on this requirement 
as well. 


It is the responsibility of the licensed 
producer to select the DEA-registered 
laboratory that will conduct the testing 
and to pay any fees associated with 
testing. Laboratories performing THC 
testing for hemp produced under this 
program will be required to share test 
results with the licensed producer and 
USDA. USDA  will  provide  instructions 
to all approved labs on how to 
electronically submit test results to 
USDA. Laboratories may provide test 
results to licensed producers in 
whatever manner best aligns with their 
business practices, but producers must 
be able to produce a copy of test results. 
For this reason, providing test results to 
producers through a web portal or 
through electronic mail, so the producer 
will have ready access to print the 
results when needed, is preferred. 


Samples exceeding the acceptable 
hemp THC level are marijuana and will 
be handled in accordance with the 
procedures discussed in sections C and 
D below. 


Any licensee may request that the 
laboratory retest samples if it is believed 
the original THC concentration level test 
results were in error. The licensee 
requesting the retest of the second 
sample would pay the cost of the test. 
The retest results would be issued to the 
licensee requesting the retest and a copy 
would be provided to USDA or its agent. 


C. Disposal of Non-Compliant Product 


If the results of a test conclude that 
the THC levels exceed the acceptable 
hemp THC level, the approved 
laboratory will promptly notify the 
producer and USDA or its authorized 
agent. If a licensed producer is notified 
that they have produced cannabis 
exceeding the acceptable hemp THC 
level, the cannabis must be disposed of 
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in accordance with the CSA and DEA 
regulations as such product is marijuana 
and not hemp. The material must be 
collected for destruction by a person 
authorized under the CSA to handle 
marijuana, such as a DEA-registered 
reverse distributor, or a duly authorized 
Federal, State, or local law enforcement 
officer, or official. 


Licensed producers notified they have 
produced product exceeding the 
acceptable hemp THC level must 
arrange for disposal of the lot 
represented by the sample in 
accordance with the CSA and DEA 
regulations as specified above. Specific 
DEA procedures for arranging for the 
disposal of non-compliant product will 
be listed on the USDA Domestic Hemp 
Production Program website. 


Producers must document the 
disposal of all marijuana. This can be 
accomplished by either providing USDA 
with a copy of the documentation of 
disposal provided by the reverse 
distributor or by using the reporting 
requirements established by USDA. 
These reports must be submitted to 
USDA following the completion of the 
disposal process. 


D. Compliance 


USDA has established certain 
compliance requirements for USDA 
licensees as part of  this  rulemaking. 
This includes the ability for USDA to 
conduct audits  of  USDA  licensees  and 
to issue corrective action plans for 
negligent violations.  Negligent 
violations by a producer may lead to 
suspension or revocation of a producer’s 
license. 


USDA may conduct random audits of 
licensees to verify hemp is being 
produced in accordance with the 
provisions of this part. The format of the 
audit will vary and may include a 
‘‘desk-audit’’ where USDA requests 
records from a licensee or the audit may 
be a physical visit  to  a  licensee’s 
facility. When USDA visits a licensee’s 
facility, the licensee  must  provide 
access to any fields,  greenhouses, 
storage facilities or other locations 
where the licensee produces hemp. 
USDA may also request records from the 
licensee to include production and 
planting data, testing results, and other 
information as determined by USDA. 


USDA will conduct an audit of all 
USDA licensees no more than  every 
three years based on available resources. 


USDA will issue a summary of the 
audit to the licensee after the completed 


the hemp is produced; (2) not obtaining 
a license before engaging in production; 
or (3) producing plants exceeding the 
acceptable hemp THC level. Similar to 
the requirements for State and Tribal 
plans, USDA will not consider hemp 
producers as committing a negligent 
violation if they produce plants 
exceeding the acceptable hemp THC 
level if they use reasonable efforts to 
grow hemp and the plant does not have 
a THC concentration of more than 0.5 
percent on a dry weight basis. 


For sampling and testing violations, 
USDA will consider the entire harvest 
from a distinct lot in determining 
whether a violation occurred. This 
means that if testing determines that 
each sample of five plants from distinct 
lots has a THC concentration exceeding 
the acceptable hemp THC level (or 0.5 
percent if the hemp producer has made 
reasonable efforts to grow hemp), USDA 
considers this as  one  negligent 
violation. If an individual  produces 
hemp without a license, this will be 
considered one violation. USDA will 
establish and review a corrective action 
plan with the licensee and its 
implementation may be verified during  
a future audit or site visit. 


When USDA determines that a 
negligent violation has occurred, USDA 
will issue a Notice of Violation. This 
Notice of Violation will include a 
corrective action plan. The corrective 
action plan will include a reasonable 
date by which the producer will correct 
the negligent violation or violations and 
require the producer to periodically 
report to USDA on its compliance with 
the plan for a period of not less than the 
next two calendar years. A producer  
who has negligently violated this part 
three times in a five-year period is 
ineligible to produce hemp for a period 
of five years from the date of the third 
violation. Negligent violations are not 
subject to criminal enforcement. 
However, USDA will report the 
production of hemp without a license 
issued by USDA to the Attorney 
General. 


Hemp found to be produced in 
violation of this part, such as hemp 
produced on a property not disclosed by 
the licensed producer, or without a 
license, would be subject to the same 
disposal provisions as for cannabis 
testing above the acceptable hemp THC 
level. Further, if it is determined a 
violation was  committed  with  a 
culpable mental state greater than 
negligence, USDA will report the 


in hemp production. A person with a 
State or Federal felony conviction 
relating to a controlled substance is 
subject to a 10-year ineligibility 
restriction on producing hemp under 
the Act. An exception applies to a 
person who was lawfully growing hemp 
under the 2014 Farm Bill before 
December 20, 2018, and whose 
conviction also occurred before that 
date. 


E. Suspension of a USDA License 


A USDA license may be suspended if 
USDA or its representative receives 
credible information that a licensee has 
either: (1) Engaged in conduct violating 
a provision of this part; or (2) failed to 
comply with a written order from the 
AMS Administrator related to a 
negligent violation of this part. 
Examples of credible information are 
information from local authorities of 
harvested plants without testing or 
planting of hemp seed in non-approved 
locations. 


Any producer whose license has been 
suspended shall not handle or remove 
hemp or cannabis from the location 
where hemp or other cannabis was 
located at the time when  USDA  issued 
its notice of suspension without prior 
written authorization from USDA. Any 
person whose license has been 
suspended shall not produce hemp 
during the period of suspension. A 
suspended license may be restored after 
a waiting period of one year. A producer 
whose license has been suspended may 
be required to comply with a corrective 
action plan to fully restore their license. 


A USDA license shall be immediately 
revoked if the licensee: (1) Pleads guilty 
to, or is convicted of, any felony related 
to a controlled substance; 7 or (2) made 
any materially false statement with 
regard to this part to USDA or its 
representatives with a culpable mental 
state greater than negligence; or (3) was 
found to be growing cannabis exceeding 
the acceptable hemp THC level with a 
culpable mental state greater than 
negligence or negligently violated the 
provision of this part three times in five 
years. 


If the licensed producer wants to 
appeal any suspension or revocation 
decision made by USDA under this 
section, they can do so using the appeal 
process specified in section V. 


F. Reporting and Recordkeeping 


The 2018 Farm Bill requires USDA to 
develop a process to maintain relevant 


audit. Licensees who are found  to have violation to the Attorney General and    
a negligent violation will be subject to 
a corrective action plan. A negligent 
violation includes: (1) Failure to provide 
a legal description of the land on which 


the chief law enforcement officer of the 
State or Tribe as applicable. 


The 2018 Farm Bill limited the 
participation of certain convicted felons 


7 For a corporation, if a key participant has a 
disqualifying felony conviction, the corporation 
may remove that person from a key participant 
position. Failure to remove that person will result 
in a license revocation. 
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information regarding the farm on 
which hemp is produced. USDA’s FSA  
is best suited to collect this information 
for the domestic hemp production 
program. FSA has staff throughout the 
United States who are trained to work 
with farmers to verify land uses. Many 
hemp producers are likely to be familiar 
with the FSA since they already operate 
traditional farms, and therefore already 
provide data to FSA on acres and crops 
planted. Consequently, licensed 
producers will be required to report 
their hemp crop acreage with FSA, and 
to provide FSA with specific 
information regarding field acreage, 
greenhouse, or indoor square footage of 
hemp planted. This information must 
include street address, geospatial 
location or other comparable 
identification method specifying where 
the hemp will be produced, and the 
legal description of the land. Geospatial 
location or other methods of identifying 
the production locations are necessary 
as not all rural locations have specific 
addresses. This information is required 
for each field, greenhouse, building, or 
site where hemp will be grown. USDA 
will use this information to assemble 
and maintain the data USDA must make 
available in real time to Federal, State, 
and local law enforcement as required 
by the 2018 Farm Bill and as specified 
in section G below. Specific procedures 
for reporting hemp acreage to FSA will 
be posted on the USDA Domestic Hemp 
Production Program website. This 
information will be maintained by 
USDA for at least three calendar years. 


Licensed producers will be  required 
to maintain copies of all records and 
reports necessary to demonstrate 
compliance with the program. These 
records include those that support, 
document, or verify the information 
provided in the forms submitted to 
USDA. Records and reports must be 
kept for a minimum of three years. 


Under the USDA plan, there will be 
additional reporting requirements for 
licensed producers. These include 
specific reporting requirements to 
collect the information needed by the 
licensing application, and the record 
and reporting requirements needed to 
document disposal of cannabis 
produced in violation of the provisions 
of this rule. Specific requirements may 
be referenced herein at § 990.71. 


G. Information Sharing 


USDA will develop and maintain a 
database of all relevant and required 
information regarding hemp as specified 
by the 2018 Farm Bill.  This  database 
will be accessible in  real  time  to 
Federal, State, local and Tribal law 
enforcement officers through a Federal 


Government law enforcement system. 
USDA AMS  will  administer  and 
populate this database, which will 
include information submitted by States 
and Tribes, laboratories, information 
submitted by USDA licensed producers, 
and information submitted to FSA. 


USDA will use this information to 
create a comprehensive list of all 
domestic hemp producers. USDA will 
also gather the information related to 
the land used to produce domestic 
hemp. This information will be 
comprehensive and include data both 
from State and Tribal plans and include 
a legal description of the land on which 
hemp is grown by each hemp producer 
and the corresponding geospatial 
location. Finally, USDA will also gather 
information regarding the status of all 
licenses issued under State and tribal 
governments and under the USDA plan. 


This information will be made 
available in real time to Federal, State, 
local and Tribal law enforcement as 
required by the 2018 Farm Bill. 


USDA has prepared a System of 
Records Notice (SORN) and a Privacy 
Impact Analysis to be issued 
concurrently with this rule. 


IV. Definitions 


In support of the foregoing regulations 
and hemp production plan descriptions, 
USDA is establishing definitions for 
certain terms. The following terms are 
integral to implement the 2018 Farm 
Bill and establish the scope and 
applicability of the regulations of this 
part. 


The term ‘‘Act’’ refers to the 
Agricultural Marketing Act of 1946. The 
2018 Farm Bill amended the 
Agricultural Marketing Act of 1946 by 
adding Subtitle G which is a new 
authority for the Secretary of 
Agriculture to administer a national 
hemp production program. Section 
297D of Subtitle G authorizes and 
directs USDA to promulgate regulations 
to implement this program. 


The Agricultural Marketing Service 
(AMS) of the U.S. Department of 
Agriculture is the agency the Secretary 
of Agriculture has charged with the 
responsibility to oversee the 
administration of this new program. 


The term ‘‘applicant’’ means any State 
or Indian Tribe that has applied for  
USDA approval of a State or tribal hemp 
production plan for the State or Indian 
Tribe they represent. This term also 
applies to any person or business in a 
State or territory of an Indian Tribe not 
subject to a State or tribal plan, who 
applies for a hemp production license 
under the USDA plan established under 
this part. 


The term ‘‘cannabis’’ is the  Latin 
name of the plant that, depending on its 
THC concentration level, is further 
defined as either ‘‘hemp’’ or 
‘‘marijuana.’’ Cannabis is a genus of 
flowering plants in the family 
Cannabaceae of which  Cannabis  sativa 
is a species, and Cannabis indica and 
Cannabis ruderalis are subspecies 
thereof. For the purposes of this part, 
Cannabis refers to any form of the plant 
where the delta-9 tetrahydrocannabinol 
concentration on a dry weight basis has 
not yet been determined. This term is 
important in describing regulations that 
apply to plant production, sampling or 
handling prior to determining its THC 
content. 


The Controlled Substances Act (CAS) 
is the statute, codified in 21 U.S.C. 801– 
971, establishing Federal U.S.  drug 
policy under which the manufacture, 
importation, exportation, possession, 
use, and distribution of certain 
substances is regulated. Because 
cannabis containing THC concentration 
levels of higher than 0.3 percent is 
deemed to be marijuana, a schedule I 
controlled substance, its regulation falls 
under the authorities of the CSA. 
Therefore, for compliance purposes, the 
requirements of the CSA are relied upon 
for the disposal of cannabis  that 
contains THC concentrations above the 
stated limit of this part. 


The rule includes a definition of 
‘‘conviction’’ to explain what is 
considered a conviction and what is not. 
Specifically, a plea of guilty or nolo 
contendere or any finding of guilt is a 
conviction. However, if the finding of 
guilt is subsequently overturned on 
appeal, pardoned, or  expunged,  then  it 
is not considered a conviction for 
purposes of part 990. This definition of 
‘‘conviction’’ is consistent with  how 
some other agencies who conduct 
criminal history record searches 
determine disqualifying crimes. 


A ‘‘corrective action plan’’ is a plan 
set forth by a State, tribal government, 
or USDA for a licensed hemp producer 
to correct a negligent violation of or 
non-compliance with a hemp 
production plan, its terms, or any other 
regulation set forth under this part. This 
term is defined in accordance with the 
2018 Farm Bill, which mandates certain 
non-compliance actions to be addressed 
through corrective action plans. 


‘‘Culpable mental state greater than 
negligence’’ is a term used in the 2018 
Farm Bill to determine when certain 
actions would be subject to specific 
compliance actions. This term means to 
act intentionally, knowingly, willfully, 
recklessly, or with criminal negligence. 


The term ‘‘decarboxylated’’ refers to 
the completion of the chemical reaction 
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that converts THC-acid (THCA) into 
delta-9–THC, the intoxicating 
component of cannabis. The 
decarboxylated value is also calculated 
using a conversion formula that sums 
delta-9-THC and eighty-seven and seven 
tenths (87.7) percent of THCA. This 
term, commonly used in scientific 
references to laboratory procedures, is 
the precursor to the term ‘‘post- 
decarboxylation,’’ a term used in the 
2018 Farm Bill’s mandate over cannabis 
testing methodologies to identify THC 
concentration levels. This definition is 
based on the regulations administered 
by the Kentucky Department of 
Agriculture as part of the Kentucky 
industrial hemp research pilot program. 


‘‘Delta-9 tetrahydrocannabinol,’’ also 
referred to as ‘‘Delta-9 THC’’  or  ‘‘THC’’ 
is the primary psychoactive component 
of cannabis, and its regulation forms the 
basis for the regulatory action of this 
part. As mandated by the Act,  legal 
hemp production must be verified as 
having THC concentration levels of 0.3 
percent on a dry weight basis or below. 
For the purposes of this part, delta-9 
THC and THC are interchangeable. 


‘‘DEA’’ means the ‘‘Drug Enforcement 
Administration,’’ a United States 
Federal law enforcement agency under 
the United States Department of Justice. 
The DEA is the lead agency for domestic 
enforcement of the Controlled 
Substances Act. The DEA plays an 
important role in the oversight of the 
disposal of marijuana, a schedule I 
controlled substance, under the 
regulations of this part. The DEA is also 
instrumental in registering USDA- 
approved laboratories to legally handle 
controlled substances, including 
cannabis samples that test above the 0.3 
THC concentration level. 


‘‘Dry weight basis’’ refers to a method 
of determining the percentage of a 
chemical in a substance after removing 
the moisture from the substance. 
Percentage of THC on a dry weight basis 
means the percentage of  THC,  by 
weight, in a cannabis item  (plant, 
extract, or other derivative), after 
excluding moisture from the item. 


The Farm Service Agency (FSA) is an 
agency of the U.S. Department of 
Agriculture, that provides services to 
farm operations including loans, 
commodity price supports, conservation 
payments, and disaster assistance. For 
the purposes of this program, FSA will 
assist in information collection on land 
being used for hemp production. 


‘‘Gas chromatography’’ or GC, is a 
scientific method (specifically, a type of 
chromatography technique) used in 
analytical chemistry to separate, detect, 
and quantify each component in a 
mixture. It relies on the use of heat for 


separating and analyzing compounds 
that can be vaporized without 
decomposition. Under the terms of this 
part, GC is one of the valid methods by 
which laboratories may test for THC 
concentration levels. 


For the purposes of this part, 
‘‘geospatial location’’ means a location 
designated through a global system of 
navigational satellites used to determine 
the precise ground position of a place or 
object. 


This term ‘‘handle’’ is commonly 
understood by AMS and used across 
many of its administered programs. For 
the purposes of this  part,  ‘‘handle’’ 
refers to the actions of cultivating or 
storing hemp plants or hemp plant parts 
prior to the delivery of such plant or 
plant part for further processing. In  
cases where cannabis plants exceed the 
acceptable hemp THC level, handle may 
also refer to the disposal of those plants. 


‘‘Hemp’’ is defined by the 2018 Farm 
Bill as ‘‘the plant  species  Cannabis 
sativa L. and any part of that plant, 
including the seeds thereof and all 
derivatives, extracts, cannabinoids, 
isomers, acids, salts, and salts of 
isomers, whether growing or not, with a 
delta-9 tetrahydrocannabinol 
concentration of not more than 0.3 
percent on a dry weight basis.’’ The 
statutory definition is self-explanatory, 
and USDA is adopting the same 
definition without change for part 990. 


‘‘High-performance liquid 
chromatography (HPLC) or (LC)’’ is a 
scientific method (specifically, a type of 
chromatography) used in analytical 
chemistry used to separate, identify, and 
quantify each component  in  a  mixture. 
It relies on pumps to pass a pressurized 
liquid solvent containing the sample 
mixture through a column filled with a 
solid adsorbent material to separate and 
analyze compounds. Under the terms of 
this part, HPLC is one of the valid 
methods by which laboratories may test 
for THC concentration levels. Ultra- 
Performance Liquid Chromatography 
(UPLC) is an additional  method  that 
may also be used as well as other liquid 
or gas chromatography with detection. 


‘‘Indian Tribe’’ is defined in the 2018 
Farm Bill by reference to section 4 of the 
Indian  Self-Determination  and 
Education Assistance Act (25 U.S.C. 
5304). The statutory definition is self- 
explanatory, and USDA is adopting the 
same definition without change for part 
990. 


A ‘‘key participant’’ is a person or 
persons who have a direct or indirect 
financial interest in the entity producing 
hemp, such as an owner or partner in a 
partnership. A key participant also 
includes persons in a corporate entity at 
executive levels including chief 


executive officer, chief operating officer 
and chief financial officer. This does not 
include such management as farm, field 
or shift managers. 


‘‘Law enforcement agency’’ refers to 
all Federal, State, or local law 
enforcement agencies. Under the 2018 
Farm Bill, State submissions of 
proposed hemp production plans to 
USDA must be made in consultation 
with their respective Governors and 
chief law enforcement officers. 
Moreover, the 2018 Farm Bill 
contemplates the involvement of law 
enforcement in compliance actions 
related to offenses identified as being 
made under a ‘‘culpable mental state.’’ 
To assist law enforcement in the 
fulfillment of these duties, the 2018 
Farm Bill also mandates an information 
sharing system that provides law 
enforcement with real-time data. 


The term ‘‘lot’’ refers to a contiguous 
area in a field, greenhouse, or indoor 
growing structure containing the same 
variety or strain of cannabis throughout. 
In addition, ‘‘lot’’ is a common term in 
agriculture that refers to the batch or 
contiguous, homogeneous whole of a 
product being sold to a single buyer at 
a single time. Under the terms of this 
part, ‘‘lot’’ is to be defined by the 
producer in terms of farm location, field 
acreage, and variety (i.e., cultivar)  and 
to be reported as such to the FSA. 


As defined in the CSA, ‘‘marihuana’’ 
(or ‘‘marijuana’’) means all parts of the 
plant Cannabis sativa L., whether 
growing or not; the seeds thereof; the 
resin extracted from any part of such 
plant; and every compound, 
manufacture, salt,  derivative,  mixture, 
or preparation of such plant, its seeds or 
resin. The term ‘marihuana’ does not 
include hemp, as defined in  section 
297A of the Agricultural Marketing Act 
of 1946, and does not include  the 
mature stalks of such plant, fiber 
produced from such stalks, oil or cake 
made from the seeds of such plant, any 
other compound, manufacture, salt, 
derivative, mixture, or preparation of 
such mature stalks (except the resin 
extracted therefrom), fiber, oil, or cake, 
or the sterilized seed of such plant  
which is incapable of germination (7 
U.S.C. 1639o(1)). ‘‘Marihuana’’ also 
means all cannabis that tests as having  
a concentration level of THC on a dry 
weight basis of higher than 0.3 percent. 


‘‘Negligence’’ is a term used in the 
2018 Farm Bill to describe when certain 
actions are subject to specific 
compliance actions. For the purposes of 
this part, the term means failure to 
exercise the level of care that a 
reasonably prudent person would 
exercise in complying with the 
regulations set forth under this part. 
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Used in relation to the other terms 
and regulations in this part, 
‘‘phytocannabinoids’’ are cannabinoid 
chemical compounds found in the 
cannabis plant, two of which are Delta- 
9 tetrahydrocannabinol (delta-9 THC) 
and cannabidiol (CBD). Testing 
methodologies under this part will refer 
to the presence of ‘‘phytocannabinoids’’ 
as either THC or CBD. 


Under the terms of this program, 
‘‘plan’’ refers to a set of criteria or 
regulations under which a State or tribal 
government, or USDA, monitors and 
regulates the production  of  hemp. 
‘‘Plan’’ may refer to a State or Tribal  
plan, whether approved  by  USDA  or 
not, or  the  USDA  hemp  production 
plan. 


The 2018 Farm Bill mandates that all 
cannabis be tested for  THC 
concentration levels using 
‘‘postdecarboxylation’’ or similar 
methods. In the context of this part, 
‘‘postdecarboxylation’’ means testing 
methodologies for THC concentration 
levels in hemp, where the total potential 
delta-9-tetrahydrocannabinol content, 
derived from the sum of the THC and 
THCA content, is determined and 
reported on a dry weight basis. The 
postdecarboxylation value of  THC  can 
be calculated by using a chromatograph 
technique using heat, known as gas 
chromatography, through  which  THCA 
is converted from its acid form to its 
neutral form, THC. The result of this test 
calculates total potential THC. The 
postdecarboxylation value of THC can 
also be calculated by using a high- 
performance liquid chromatograph 
technique, which  keeps  the  THCA 
intact, and requires a conversion 
calculation of that THCA to  calculate 
total potential THC. See also the 
definition for decarboxylation. 


The term ‘‘produce,’’ when used as a 
verb, is a common agricultural term that 
is often used  synonymously  with 
‘‘grow’’ and means to propagate plants 
for market, or for cultivation for market, 
in the United States. In the context  of 
this part, ‘‘produce’’ refers to the 
propagation of cannabis to produce 
hemp. 


The 2018 Farm Bill mandates that 
USDA maintain a real-time 
informational database that identifies 
registered hemp production sites, 
whether under a State, tribal, or USDA 
plan, for the purposes of compliance 
and tracking with law enforcement. 
AMS will maintain this system with the 
information collection  assistance  of 
FSA. In order to maintain consistency 
and uniformity of hemp production 
locations, USDA is recommending that 
FSA collect this information through 
their crop acreage reporting system. In 


this context, a common use of the term 
‘‘producer’’ is essential to maintaining a 
substantive database. For this reason,  
the definition of  ‘‘producer’’ 
incorporates the FSA definition of 
‘‘producer’’ with the additional qualifier 
that the producer is licensed or 
authorized to produce hemp under the 
Hemp Program. 


‘‘Secretary’’ means the Secretary of 
Agriculture of the United States. 


Section 297A of the Act defines 
‘‘State’’ to mean any of one of the fifty 
States of the United States of America, 
the District of Columbia, the 
Commonwealth of Puerto Rico, and any 
other territory or possession of the 
United States. The  statutory  definition 
is self-explanatory, and USDA is 
adopting the same definition without 
change for part 990. 


This term ‘‘State department of 
agriculture’’ is defined by the 2018 Farm 
Bill as the agency, commission, or 
department of a State government 
responsible for agriculture in the State. 
The statutory definition is self- 
explanatory, and USDA is adopting the 
same definition without change for part 
990. 


The term ‘‘store’’ is part of the term 
‘‘handle’’ under this part and means to 
deposit hemp plants or hemp plant 
product in a storehouse, warehouse or 
other identified location by a producer 
for safekeeping prior to delivery to a 
recipient for further processing. 


As defined by the 2018 Farm Bill, the 
term ‘‘tribal government’’ means the 
governing body of an Indian Tribe. The 
statutory definition is self-explanatory, 
and USDA is adopting the same 
definition without change for part 990. 


The ‘‘U.S. Attorney General’’ is the 
Attorney General of the United States. 


‘‘USDA’’ is synonymous with the 
United States Department of 
Agriculture. 


In the context of this part, ‘‘licensee’’ 
or ‘‘USDA licensed hemp producer’’ 
means a person or business authorized 
by USDA to grow hemp under the terms 
established in this part and who 
produces hemp. 


V. Appeals 


An applicant for a USDA hemp 
production program license may appeal 
a license denial to the AMS 
Administrator. Licensees may appeal 
denials of license renewals, license 
suspensions, or license revocations to 
the AMS Administrator. All appeals 
must be submitted in writing and 
received within 30 days of the denial. 
This submission deadline should 
provide adequate time to prepare the 
necessary information required to 
formulate the appeal. States or Tribes 


may appeal USDA decisions either 
denying, suspending or revoking State 
or Tribal hemp production plans. As 
with the USDA license plans, these 
appeals must be submitted in writing to 
the AMS Administrator and explain the 
reasoning behind the appeal, e.g. why 
the Administrator’s decision is not 
justified or is improper. The appeal 
should include any additional 
information or documentation the 
appellant or licensee believes USDA 
should consider when reviewing its 
decision. The Administrator will take 
into account the applicant or licensee’s 
justification for why the license should 
not be denied, suspended, or revoked, 
and then issue a final determination. 
Determinations made by the 
Administrator under the appeals 
process will be final unless  the 
applicant or licensee requests a formal 
adjudicatory proceeding to review the 
decision, which will be conducted 
pursuant to the U.S. Department of 
Agriculture’s Rules of Practice 
Governing Formal Adjudicatory 
Proceedings, 7 CFR part 1, subpart H. If 
the applicant or licensee does not 
request that the Administrator initiate a 
formal adjudicatory proceeding within 
30 days of the Administrator’s adverse 
ruling, such ruling becomes final. The 
following paragraphs explain when and 
how a State or Tribe may  appeal  a 
USDA decision. State or Tribal  plans 
may include similar appeal procedures; 
this following section is not applicable 
to individuals subject to State or Tribal 
plans.\ 


Appeals Under a State or Tribe Hemp 
Production Plan 


A State or Tribe may appeal the 
denial of a proposed hemp production 
plan, or the proposed suspension or 
revocation of a plan by  the  USDA. 
USDA will consult with States and 
Tribes to help ensure their draft plans 
meet statutory requirements, and that 
existing plan requirements are 
monitored and enforced by States and 
Tribes. If, however, a proposed State or 
Tribal plan is denied, or an  existing 
plan is suspended or terminated, the 
decision may be appealed. 


If the AMS Administrator sustains a 
State or Tribe’s appeal of a denied hemp 
plan application, the proposed State or 
Tribal hemp production plan shall be 
established as proposed. If the AMS 
Administrator denies an appeal, 
prospective producers located in the 
State or Tribe may apply for hemp 
licenses under the terms of the USDA 
hemp production plan. Similarly, if an 
appeal to a proposed State  or  Tribal 
plan revocation is denied, producers 
located in the impacted State or Tribal 
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territory may apply for licenses under 
the USDA plan. 


The appeal of a State or Tribal hemp 
production plan suspension or 
termination must explain the reasoning 
behind the appeal and be filed  within 
the time-period provided in the letter of 
notification or within 30 business days 
from receipt of the notification, 
whichever occurs later. This timeframe 
should be adequate for the assembly of 
the information required to be 
submitted as part of the appeal. 


VI. Interstate Commerce 


Nothing in this rule prohibits the 
interstate commerce of hemp. No State 
or Indian Tribe may prohibit the 
transportation or shipment of hemp 
produced in accordance with this part 
and with section 7606 of the 2014 Farm 
Bill through the State or the territory of 
the Indian Tribe, as applicable.8 


VII. Outreach 


As part of this rulemaking process, 
USDA engaged in numerous discussions 
with industry stakeholders prior to 
issuing this rule. This  included 
numerous meetings with different State 
and tribal groups and representatives, 
industry organizations, groups and 
individuals with  experience  in  the 
hemp industry, and representatives of 
law enforcement. 


In addition, USDA also conducted a 
listening session on March  13,  2019, 
that had more than 2,100 participants, 
and included comments from 46  
separate speakers representing States, 
Tribes, producers, end-users, hemp 
organizations, and others. The recording 
of the listening session is available on  
the USDA website. On May 1  and  2, 
2019, USDA also participated in tribal 
consultation meetings. 


As required by the Farm Bill, the 
Secretary has developed these 
regulations and guidelines in 
consultation with the Attorney General. 
In addition, USDA  will  submit  an 
annual report to the Committee on 
Agriculture of the House of 
Representatives and the Committee on 
Agriculture, Nutrition, and Forestry of 
the Senate containing updates on the 
implementation of the hemp 
requirements in the Farm Bill. 


VIII. Severability 


This interim rule includes a 
severability provision. This is a 
standard provision in regulations. This 


part 990 is found to be invalid, the 
remainder of the part shall not be 
affected. 


Paperwork Reduction Act 


In accordance with section 3507(d) of 
the Paperwork Reduction Act of 1995 
(44 U.S.C. 3501 et seq.), through this 
document AMS announces its intent to 
request approval from OMB for a new 
information collection OMB No. 0581– 
NEW and comments are invited on this 
new information collection. All 
comments received on this information 
collection will be summarized and 
included in the final request for OMB 
approval. 


Based on our review of the hemp 
production under the 2014  Farm  Bill, 
we estimate that there will be 
approximately 6,700 9 producers under 
State and Tribal plans, approximately 
1,000 producers under the USDA plan, 
and 100 State and Tribal plans. We 
estimate that each producer will have an 
average of two lots of hemp with most 
producers growing one lot per year but 
larger producers growing many different 
lots. Each lot will need to be tested for 
THC concentration. 


Comments are invited on: (1) Whether 
the proposed collection of information 
is necessary for the proper performance 
of the functions of the agency, including 
whether the information will have 
practical utility; (2) the accuracy of the 
agency’s estimate of the burden of the 
proposed collection of information, 
including the validity of the 
methodology and assumptions used; (3) 
ways to enhance the quality, utility, and 
clarity of the information to be 
collected; and (4) ways to minimize the 
burden of the collection of information 
on those who are to respond, including 
the use of appropriate automated, 
electronic, mechanical, or other 
technological collection techniques or 
other forms of information technology. 


Title: Domestic Hemp Production 
Program; 7 CFR 990. 


OMB Number: 0581–NEW. 
Type of Request: New Collection. 
Abstract: The proposed information 


collection and reporting requirements 
will facilitate the  effective 
administration and oversight of the 
Domestic Hemp Production Program, as 
described above. The Hemp Program 
includes provisions, among others, 
requiring licensed producers  to 
maintain information on the land where 
hemp is produced, hemp testing for 


delta-9 tetrahydrocannabinol, and 
disposal of plants not meeting necessary 
requirements. Additionally,   as 
explained above, all licensed producers 
must report hemp crop acreage to the 
USDA Farm Service Agency (FSA). The 
licensed producer must maintain 
information that supports, verifies, or 
documents information on  all  reports 
for a minimum of three years. This 
includes, but is not limited to, the 
producer’s completed criminal history 
report, any records of required disposal, 
notifications of THC test results, and the 
license. This new information collection 
proposes to create seven new forms. 
These forms will be available on the 
USDA domestic hemp website, or 
copies can be requested from 
farmbill.hemp@usda.gov. AMS is in the 
process of building a database for 
applicants and producers to submit 
applications and reports. The forms and 
information collected on those forms are 
described below. The information 
reported for data collected under State 
and Tribal plans incorporates the 
burden to producers licensed under 
State and Tribal plans associated with 
providing the required information. 


State and Tribal Hemp  Producer 
Report. Every State or Tribe with an 
approved plan must provide AMS with 
information on the hemp producers 
covered under their plan using the State 
and Tribal Hemp Producer Report form. 
States and Tribes are required to submit 
this information to USDA not later than 
30 days after the date it is received  
using this report. This report should be 
submitted to USDA on the first day of 
each month. If this date falls on a  
holiday or weekend, the report is due  
the next business day. This information 
should be submitted to USDA using a 
digital format compatible with USDA’s 
information sharing systems, whenever 
possible. 


If there are no changes from the 
previous reporting cycle, States and 
Tribes could check the box indicating 
there were no changes during the 
current reporting cycle. This 
information will be collected and 
maintained by USDA and made 
available in real time to Federal, State, 
and local law enforcement. States and 
Tribes will need to retain the 
information used to populate this form 
for three calendar years. 


State and Tribal Hemp Producer Report 
Estimate of Burden: Public burden for 


section provides that if any provision of    
9 The 6,700 figure represents the average number 


States and Tribes completing and 
maintaining this form is estimated to be 


8 See section 10114 of the 2018 Farm Bill and the 
USDA General Counsel’s Legal Opinion on the 
Authorities for Hemp Production at https:// 
www.ams.usda.gov/content/legal-opinion- 
authorities-hemp-production. 


of growers operating under State and Tribal plans 
over the three years of the program. In actuality, we 
estimate 5,500 such growers in 2020, 6,700 growers 
in 2021 and 8,000 growers in 2022 who will 
participate through State and Tribal programs. 


an average of 0.34 hours per response. 
Respondents: States and Tribes with 


USDA approved hemp production 
plans. 
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Estimated Number of Respondents: 
100. 


Estimated Number of Responses per 
Respondent: 12. 


Estimated Total Annual Responses: 
1,200. 


Estimated Total Annual Hours per 
Respondent: 0.333 hours. 


Estimated Total Annual Reporting 
Hours: 400 hours (rounded). 


Estimated Number of Record Keepers: 
100. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 8.3 
hours. 


Estimated Total Annual Burden 
Hours (Including 8.3 hours): 408.3 
hours. 


Information and Record Keeping for 
State and Tribal Producer Report 
Responses 


Estimate of Burden: Public burden for 
State and Tribal producers  providing 
and maintaining the information for this 
form is estimated to be an average of 
0.25 hours per response. 


Estimated Number of Respondents: 
8,000. 


Estimated Number of Responses per 
Respondent: 0.3330. 


Estimated Total Annual Responses: 
2,664. 


Estimated Total Annual Hours per 
Respondent: 0.167 hours. 


Estimated Total Annual Burden 
Hours: 444.9 hours (2,664  0.1670 
hours (10 mins)). 


Estimated Number of Record Keepers: 
2,664. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 
221.1 hours. 


Estimated Total Annual Burden and 
Record Keeping Hours for State and 
Tribal Producer Responses (Including 
221.1 hours): 666 hours. 


State and  Tribal  Hemp  Disposal 
Report: States or Indian Tribes operating 
under approved hemp production plans 
must notify USDA of any occurrence of 
non-conforming plants or plant material 
and provide the disposal record of those 
plants and materials monthly. This 
includes plants or plant material which 
test above the acceptable hemp THC  
level or hemp otherwise produced in 
violation of this part. This information 
should be submitted to USDA using a 
digital format compatible with USDA’s 
information sharing systems, whenever 
possible. 


State and Tribal Hemp Disposal Report 


Estimate of Burden: Public burden for 
the States and Tribes completing and 
maintaining this form is estimated to be 
an average of 0.34 hours per response. 


Respondents: States and Tribes with 
USDA approved hemp production 
plans. 


Estimated Number of Respondents: 
100. 


Estimated Number of Responses per 
Respondent: 12. 


Estimated Total Annual Responses: 
1,200. 


Estimated Total Annual Hours per 
Respondent: 0.333 hours. 


Estimated Total Annual Reporting 
Hours: 400 hours (rounded). 


Estimated Number of Record Keepers: 
100. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 8.3 
hours. 


Estimated Total Annual Burden 
Hours (Including the 8.3 hours: 408.3 
hours. 


Information and Record Keeping for 
State and Tribal Producer Report 
Responses 


Estimate of Burden: Public burden for 
State and Tribal producers  providing 
and maintaining the information for this 
form is estimated to be an average of 
0.25 hours per response. 


Estimated Number of Respondents: 
2,680. 


Estimated Number of Responses per 
Respondent: 1. 


Estimated Total Annual Responses: 
2,680. 


Estimated Total Annual Hours per 
Respondent: 0.167 hours. 


Estimated Total Annual Burden 
Hours: 447.6 hours. 


Estimated Number of Record Keepers: 
2,680. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 
222.4 hours. 


Estimated Total Annual Burden and 
Record Keeping Hours for State and 
Tribal Producer Responses (Including 
222.4 hours): 670 hours. 


State  and  Tribal  Hemp  Annual 
Report: Each year, AMS is required to 
provide an annual report to Congress 
regarding the implementation Subtitle G 
of the AMA. In  order  to  ensure  that 
AMS has the best available information 
on U.S. hemp production  to  populate 
this report, AMS is requiring States and 
Tribes to submit an annual report to 
AMS. This report includes  a  summary 
for all hemp planted, destroyed, and 
harvested under each State or Tribe’s 
hemp production plan.  States  and 
Tribes would submit this information to 
USDA using the ‘‘State and Tribal Hemp 
Annual Report’’ form annually by 
December 15. 


State and Tribal Hemp Annual Report 


Estimate of Burden: Public burden for 
completing and maintaining the 
information on this form is estimated to 
be an average of 0.42 hours per 
response. 


Respondents: States and Tribes with 
USDA approved hemp production 
plans. 


Estimated Number of Respondents: 
100. 


Estimated Number of Responses per 
Respondent: 1. 


Estimated Total Annual Responses: 
100. 


Estimated Total Annual Hours per 
Respondent: 0.333 hours. 


Estimated Total Annual Reporting 
Hours: 33.3 hours. 


Estimated Number of Record Keepers: 
100. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 8.3 
hours. 


Estimated Total Annual Burden 
Hours (Including the 8.3 hours): 41.6 
hours. 


Information and Record Keeping for 
State and Tribal Producer Report 
Responses 


Estimate of Burden: Public burden for 
completing and maintaining the 
information for this form is estimated to 
be an average of 0.25 hours per 
response. 


Estimated Number of Respondents: 
6,700. 


Estimated Number of Responses per 
Respondent: 1. 


Estimated Total Annual Responses: 
6,700. 


Estimated Total Annual Hours per 
Respondent: 0.167 hours. 


Estimated Total Annual Burden 
Hours: 1,118.9 hours. 


Estimated Number of Record Keepers: 
6,700. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 
556.10 hours. 


Estimated Total Annual Burden and 
Record Keeping Hours for State and 
Tribal Producer Responses (Including 
556.1 hours): 1,675 hours. 


USDA Hemp Producer Licensing 
Application: To obtain a license from 
USDA, producers would need to 
complete the ‘‘USDA Hemp Plan 
Producer Licensing Application’’ form. 
This form will collect the information 
identified in § 990.21. By signing the 
application, the applicant would certify, 
should they become a licensed 
producer, they would abide by all rules 
and regulations relating to the USDA 
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plan, and to the truth and accuracy of 
the information provided in the 
application. 


For the first application cycle, USDA 
will accept license applications for the 
first year after the effective date of the 
rule. After this initial period, license 
applications must be submitted between 
August 1 and October 31 of each year. 
Licenses do not  renew  automatically 
and must be renewed every three years. 
Applications for license renewal would 
be subject to the same terms and 
approved under the same criteria as 
initial license applications, unless there 
has been an intervening change in the 
applicable law or regulations since 
approval of the initial  or  last 
application. In such a case, the 
subsequently enacted change in law or 
regulation shall govern renewal of the 
license. Licenses will be valid until 
December 31 of the year three after the 
year in which license is issued. For 
example, if you apply for a license  
August 1, 2020 and are granted a license 
on September 15, 2020, the license 
would expire December 31, 2022. The 
license application will be available 
online at the USDA domestic hemp 
production program website, or copies 
can be requested by email at 
farmbill.hemp@usda.gov. Applications 
may be submitted electronically or 
through U.S. mail. 


USDA Hemp Plan Producer Licensing 
Application 


Estimate of Burden: Public burden for 
completing and maintaining this form is 
estimated to be an average of 0.25 hours 
per response. 


Respondents: Producers applying for 
the USDA plan. 


Estimated Number of Respondents: 
1,000. 


Estimated Number of Responses per 
Respondent: 0.3333. 


Estimated Total Annual Responses: 
333. 


Estimated Total Annual Hours per 
Respondent: 0.167 hours. 


Estimated Total Annual Reporting 
Hours: 55.6 hours. 


Estimated Number of Record Keepers: 
333. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 27.7 
hours. 


Estimated Total Annual Burden 
Hours (Including the 27.7 hours): 83.3 
hours. 


USDA Hemp Plan Disposal 
Notification: Producers licensed by 
USDA must test hemp prior to harvest, 
dispose of all non-compliant cannabis 
plants, and report to USDA disposal of 
all non-compliant cannabis plants. 


Producers must document the disposal 
of all marijuana in accordance with 
§ 990.27. Reporting  can  be 
accomplished by either providing USDA 
with a copy of the documentation of 
disposal provided by the reverse 
distributor or by submitting a ‘‘USDA 
Hemp Plan Producer Disposal Form’’ to 
document the disposal process. 


USDA Hemp Plan Producer Disposal 
Form 


Estimate of Burden: Public burden for 
completing and maintaining this form is 
estimated to be an average of 0.42 hours 
per response. 


Respondents: Producers covered 
under the USDA plan. 


Estimated Number of Respondents: 
400. 


Estimated Number of Responses per 
Respondent: 1. 


Estimated Total Annual Responses: 
400. 


Estimated Total Annual Hours per 
Respondent: 0.333 hours. 


Estimated Total Annual Reporting 
Hours: 133.3 hours. 


Estimated Number of Record Keepers: 
400. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 33.3 
hours. 


Estimated Total Annual Burden 
Hours (Including the 33.3 hours): 166.6 
hours (rounded). 


End of Year Harvest Reporting 
Requirements: The Farm Bill requires 
AMS to prepare and submit an annual 
report to Congress on the 
implementation of the domestic hemp 
production program. To  ensure  AMS 
has adequate planting, production, and 
harvest data necessary for this report, 
we are requiring producers to submit an 
annual harvest report. Each producer 
would need to submit to USDA  an 
annual report of their total acreage 
planted, harvested, and, if applicable, 
disposed. If a producer has multiple 
growing and harvesting cycles 
throughout the year (e.g., greenhouse 
and producers in warm climates) they 
should all be  summarized  and 
submitted on this form.  Producers 
would submit this information to USDA 
using the ‘‘USDA Hemp Plan Producer 
Annual Report’’ form by December 15 
each year. 


USDA Hemp Plan Producer Annual 
Report 


Estimate of Burden: Public burden for 
completing and maintaining this form is 
estimated to be an average of 0.42 hours 
per response. 


Respondents: Producers applying for 
the USDA plan. 


Estimated Number of Respondents: 
1,000. 


Estimated Number of Responses per 
Respondent: 1. 


Estimated Total Annual Responses: 
1,000. 


Estimated Total Annual Hours per 
Respondent: 0.333 hours. 


Estimated Total Annual Reporting 
Hours: 333.3 hours. 


Estimated Number of Record Keepers: 
1,000. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 83.3 
hours. 


Estimated Total Annual Burden 
Hours (Including the 83.3 hours): 416.6 
hours rounded. 


Report of Acreage: Producers shall 
report name, address, license or 
authorizing number, geospatial location 
for each lot or greenhouse where hemp 
will be produced and hemp crop 
acreage to FSA. This will establish an 
identification system for hemp 
production nationwide and complies 
with the information sharing 
requirements of the 2018 Farm Bill. 


Report of Acreage FSA 578 


Estimate of Burden: Public burden for 
completing and maintaining this form is 
estimated to be an average of 0.58 hours 
per response. 


Respondents: Producers under State, 
Tribal or the USDA plan. 


Estimated Number of Respondents: 
7,700. 


Estimated Annual Number of 
Responses per Respondent: 1. 


Estimated Total Annual of Responses: 
7,700. 


Estimated Total Annual Hours per 
Respondent: 0.5 hours. 


Estimated Total Annual Reporting 
Hours: 3,850. 


Estimated Number of Record Keepers: 
7,700. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 
639.1 hours. 


Estimated Total Annual Burden 
Hours (Including the 639.1 hours): 
4,489.1 hours. 


Laboratory Test Results Report: The 
Farm Bill requires that all domestically 
produced hemp be tested for total THC 
content on a dry weight basis. All test 
results, whether passing, failing, or re- 
tests must be reported to USDA. 


Laboratory Test Results Report 


Estimate of Burden: Public burden for 
completing and maintaining this form is 
estimated to be an average of 1.08 hours 
per response. 


Respondents: Laboratories testing 
hemp for THC content. 
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Estimated Number of Respondents: 
7,700. 


Estimated Annual Number of 
Responses per Respondent: 2. 


Estimated Total Annual of Responses: 
15,400. 


Estimated Total Annual Hours per 
Respondent: 0.5 hours. 


Estimated Total Annual Reporting 
Hours: 7,700. 


Estimated Number of Record Keepers: 
7,700. 


Estimated Total Annual Hours per 
Record Keeper: 0.083 hours. 


Estimated Record Keeping Hours: 
639.1 hours. 


Estimated Total Annual Burden 
Hours (Including the 639.1 hours): 
8,339.1 hours. 


This new information collection 
assumes 9,100 total respondents, 17,363 
burden hours, and annual costs of 
$989,714.94. This is calculated by 


multiplying the mean hourly wage of 
$57 by 17,363 hours. The mean hourly 
wage of a compliance officer, as 
reported in the May 2018 Occupational 
Employment Statistics Survey of the 
Bureau of Labor and Statistics, was $35 
per hour. Assuming 39 percent of total 
compensation accounts for benefits, 
assumed total compensation of a 
compliance officer is $57 per hour. 


 


 
 


E-Government Act 


AMS is committed to complying with 
the E-Government Act, to promote the 
use of the internet and other 
information technologies to provide 
increased opportunities for citizen 
access to Government information and 
services, and for other purposes. We 
recognize using an electronic system 
will promote efficiencies in developing 
and implementing the new USDA 
Domestic Hemp Production Program. 
Since this is a new program, AMS is 
working to make this process as 
effective and user-friendly as possible. 


Civil Rights Review 


AMS has considered the  potential 
civil rights implications of this rule on 
minorities, women, and persons with 
disabilities to ensure that no person or 
group shall be discriminated against on 
the basis of race, color, national origin, 


gender, religion, age, disability, sexual 
orientation, marital or family status, 
political beliefs, parental status, or 
protected genetic information. This 
review included persons that are 
employees of the entities who are 
subject to these regulations. This 
interim rule does not require affected 
entities to relocate or alter their 
operations in ways that could adversely 
affect such persons or groups. Further, 
this rule would not deny any persons or 
groups the benefits of the program or 
subject any persons or groups to 
discrimination. 


A 60-day comment period is provided 
to allow interested persons to respond 
to this interim rule. All written 
comments received in response to this 
rule by the date specified will be 
considered. 


Executive Order 13132 Federalism 


AMS has examined the effects of 
provisions in the interim final rule on 
the relationship between the Federal 
Government and the States, as required 
by Executive Order 13132 on 
‘‘Federalism.’’ Our conclusion  is  that 
this rule does have federalism 
implications because the rule has 
substantial direct effects on States, on 
the relationship between the national 
government and States, and on the 
distribution of power and 
responsibilities among the  various 
levels of government. The federalism 
implications of the rule, however, flow 
from and are consistent with the 
underlying statute. Section 297B of the 
AMA, 7 U.S.C. 1639p, directs USDA to 
review and approve State plans that 
meet statutory requirements and to 
audit a State’s compliance with its State 
plans. Overall, the final rule attempts to 
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balance both the autonomy of the States 
with the necessity to create a Federal 
framework for the regulation of hemp 
production. 


Section 3(b) of E.O. 13132 recognizes 
that national action limiting the 
policymaking discretion of States will 
be imposed ‘‘. . . only where there is 
constitutional and statutory authority 
for the action and the national activity 
is appropriate in light of the presence of 
a problem of national significance.’’ 
Section 297B of the AMA is the 
statutory authority underlying the rules 
for USDA to review, approve, 
disapprove, or revoke State plans for 
hemp production. Until the passage of 
the 2018 Farm Bill, hemp was a 
schedule I controlled substance as it fell 
within the CSA definition of marijuana. 
When hemp was exempted from the 
definition of marijuana as part of the 
2018 Farm Bill, in connection with 
removing it from that list, Congress 
established a national regulatory 
framework for the production of hemp. 
Because cannabis plants with a THC 
level higher than 0.3 are marijuana and 
on the Federal controlled substances 
list, ensuring that hemp produced under 
this program is not marijuana is of 
national significance. 


In addition to establishing a national 
regulatory framework for hemp 
production, Congress expressly 
preempted State law with regard to the 
interstate transportation of hemp. 
Section 10114 of the 2018 Farm Bill 
States that ‘‘[n]o State or Indian Tribe 
shall prohibit the transportation or 
shipment of hemp or hemp products 
produced in accordance with subtitle G 
of the Agricultural Marketing  Act  of 
1946 (as added by section 10113) 
through the State or the territory of the 
Indian Tribe,  as  applicable.’’  Thus, 
States and Indian Tribes may  not 
prevent the movement of hemp through 
their States or territories even if they 
prohibit its production. Congress also 
expressly preempted a State’s ability to 
prosecute negligent violations of its plan 
as a criminal act  in  section 
297B(e)(2)(c). That preemption is 
incorporated into this rule. 


Section 3(d)(2) of the E.O. 13132 
requires the Federal Government to 
defer to the States to establish standards 
where possible. Section 4(a), however, 
expressly contemplates preemption 
when there is a conflict between 
exercising State and Federal authority 
under Federal statute. Section 297C of 
the AMA requires State plans to include 
six practice and procedures and a 
certification. It also expressly states that 
it does not preempt a State’s ability to 
adopt more stringent requirements or to 
prohibit the production of hemp. 


Section 297D of  the  AMA  requires 
USDA to promulgate regulations to 
implement subtitle G of the AMA which 
includes section 297B. Subpart B of the 
final rule repeats those requirements, 
providing more detail where necessary. 
States have wide latitude to develop the 
required practice and procedures. 
Subpart B includes more details on the 
testing and sampling of hemp plants to 
establish a national standard to 
determine whether the plants meet the 
statutory definition of hemp. Likewise, 
the final rule requires States to follow 
DEA requirements for disposal of 
marijuana for cannabis plants exceeding 
the acceptable hemp THC level. Finally, 
the interim final rule also reaffirms that 
States may adopt more stringent 
standards and prohibit  hemp 
production within their jurisdiction. 


Section 6 of E.O. 13132 requires 
consultation with State officials in 
development of the regulations. AMS 
conducted significant outreach with 
State officials including individual 
meetings, participation in conferences 
with State  officials,  and  listening 
session where State officials from all 
States were invited. During our 
consultation with the States, 
representatives from various State 
agencies and offices expressed the 
following concerns about sampling and 
testing procedures. Most requested that 
USDA adopt uniform, national 
requirements to facilitate the marketing 
of hemp. Some States advocated that 
USDA defer to each State to determine 
the appropriate procedures for its plan. 
USDA recognizes the value of a national 
standard to promote consistency while 
allowing States the flexibility to adopt 
procedures that fit their circumstances. 
As explained above, USDA is adopting 
performance standards for sampling and 
testing. As long as the procedures in the 
State plans meet those standards, AMS 
will find those procedures acceptable. 


As AMS implements this new 
program, we will continue to consult 
with State officials to obtain their 
feedback on implementation. We 
encourage States to submit comments 
on this interim final rule during the 
comment period which closes on 
December 30, 2019. 


Finally, we have considered the cost 
burden that this rule would impose on 
States as discussed in the Regulatory 
Impact Analysis of this document. 


AMS has assessed this final rule in 
light of the principles, criteria, and 
requirements in Executive Order 13132. 
We conclude that this final rule: Is not 
inconsistent with that E.O.; will not 
impose significant additional costs and 
burdens on the States; and will not  
affect the ability of the States to 


discharge traditional State governmental 
functions. 


E.O. 13175 Consultation and 
Coordination With Indian Tribal 
Governments 


AMS has examined the effects of 
provisions in the final rule on the 
relationship between the Federal 
Government and Tribal governments, as 
required by E.O.  13175  on 
‘‘Consultation and Coordination with 
Indian Tribal Governments.’’ We 
conclude that the final rule does have 
substantial direct effects on tribal 
governments, on the relationship 
between the national government and 
tribal governments, and on the 
distribution of power and 
responsibilities among the  various 
levels of government. The effects of the 
rule, however, flow from and are 
consistent with the underlying statute. 
Section 297B of the AMA, 7 U.S.C. 
1639p, directs USDA to review and 
approve Tribal plans that meet statutory 
requirements and to audit a tribal 
government’s compliance with its Tribal 
plans. Overall, the final rule attempts to 
balance both the autonomy of the tribal 
governments with the necessity to create 
a Federal framework for the regulation  
of hemp production. 


As with State plans, tribal 
governments will have wide latitude in 
adopting the required procedures 
including adopting requirements that 
are more stringent than the statutory 
ones. For reasons stated above in the 
federalism analysis, AMS is adopting 
national standards for sampling, testing, 
and disposal of non-compliant plants 
that Tribal plans must adhere to. 


AMS has conducted extensive 
outreach to tribal governments. On May 
1 and 2, 2019, USDA held  a  formal 
tribal consultation on the 2018 Farm  
Bill including a session on hemp 
production. In addition to the listening 
sessions for the general public, USDA 
hosted one for tribal governments 
following the formal tribal consultation 
on May 2,  2019.  USDA  officials 
attended meetings with representatives 
of tribal governments. 


During those outreach events, tribal 
representatives from several Tribal 
Governments expressed their opinion 
that the 2018 Farm Bill permitted the 
USDA Secretary to allow AMS to 
approve Tribe plans ahead of issuing 
regulations of the USDA plan. 
Approving plans immediately would 
allow those Tribes (and States) with a 
plan to begin planting for the 
commercial production of hemp in 
2019. The USDA Secretary released a 
Notice to Trade (NTT) on February 27, 
2019 to explain that tribal and State 
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plans would not be reviewed or 
approved until AMS finalized 
regulations ahead of the 2020 planting 
season. Additionally, the NTT stated 
that until regulations were in place, 
States, Tribes, and institutions of higher 
education can continue operating under 
authorities of the 2014 Farm Bill. The 
2018 Farm Bill extension of the 2014 
authority expires 12 months after USDA 
has established the plan and regulations 
required under the 2018 Farm Bill. A 
second Notice to Trade was issued on 
May 27, 2019 to clarify again that Tribal 
governments through the authorities in 
the 2014 Farm Bill are permitted grow 
industrial hemp for research purposes 
during the 2019 growing season. USDA 
appreciates the urgency in which the 
Indian Tribes wish to engage in this new 
economic opportunity. We have worked 
expeditiously to develop and 
promulgate this interim final rule so 
that States and Tribes will be able to 
submit their plans in time for the 2020 
season. 


Some tribal representatives stated that 
the Act requires that the tribal plans  
have the specified practice and 
procedures and USDA is not authorized 
to evaluate them as part of the review 
and approval process. We note that the 
statute requires that USDA  approve 
plans that include procedures that meet 
the statutory requirements. For example, 
section 297B(a)(2)(A)(iii) required a 
procedure for effective disposal and 
USDA must evaluate whether the plan’s 
procedure is effective. 


Although Indian Tribes will incur 
costs in complying with final rule, those 
costs should be outweighed by the 
benefits that the Indian Tribes realize in 
commercial hemp production occurring 
within their territories. 


Executive Orders 12866, 13563, and 
13771 


USDA is issuing this rule in 
conformance with Executive Orders 
12866 and 13563, which direct agencies 
to assess all costs and benefits of 
available regulatory alternatives and, if 
regulation is necessary, to select 
regulatory approaches that maximize 
net benefits, which include potential 
economic, environmental, public health 
and safety effects, distributive impacts, 
and equity. Executive Order 13563 
emphasizes the importance of 
quantifying both costs and benefits, 
reducing costs, harmonizing rules, and 
promoting flexibility. 


This rule meets the definition of an 
economically significant regulatory 
action under Executive Order 12866, as 
it is likely to result in an annual effect 
on the economy of $100 million or 
more. USDA considers this to be a 


deregulatory action as it allows the 
development of a niche market that 
cannot exist under current regulation. 
This action will expand production 
options and enable interested farmers to 
grow hemp. 


USDA requests public comment on 
the estimated impacts of the rule, 
specifically whether there is 
information or data that may inform 
whether or not the market will 
experience a significant shift, either 
positive or negative, in the developing 
hemp market and on consumers. In 
addition, USDA seeks comments and 
requests any data or information on 
what impacts the regulation may have 
on current and future innovation in the 
areas of industrial hemp usages and 
how much such impacts on innovation 
may affect rural communities. 


Regulations must be designed in the 
most cost-effective manner possible to 
obtain the regulatory objective while 
imposing the least burden on society. 
This rule would establish a national 
regulatory oversight program for the 
production of hemp. This program is 
necessary to effectuate the Farm Bill 
mandate to coordinate State and tribal 
government hemp production 
regulations with the newly established 
Federal regulations for hemp production 
in States not regulated by State or Tribal 
plans. This program is intended to 
provide consistency in production, 
sampling and testing of hemp product to 
ensure compliance with the acceptable 
hemp THC level. 


This rule has been reviewed under 
Executive Order 12988, Civil Justice 
Reform. This rule is not intended to 
have retroactive effect. The discussion 
on E.O. 13132, Federalism, above, 
addressed the extent in which the 2018 
Farm Bill and the interim rule preempt 
State law. The discussion on E.O. 
13179, Consultation and Coordination 
with Tribal governments, above, 
addresses the impact that the interim 
rule impacts tribal governments. The 
discussion above regarding appeals 
under new part 990, subpart D, 
describes the administrative procedures 
that must be exhausted prior to a 
judicial challenge. 


Regulatory Impact Analysis/Initial 
Regulatory Flexibility Analysis 


Introduction 


The future of the  hemp  industry  in 
the United States (U.S.) is anything but 
certain. While hemp was produced 
previously in the U.S. for hundreds of 
years, its usage diminished in favor of 
alternatives. Hemp fiber, for instance, 
which had been used to make rope and 
clothing, was replaced by less expensive 


jute and abaca imported from Asia. 
Ropes made from these materials were 
lighter and more buoyant, and more 
resistant to salt water than hemp rope, 
which required tarring. Improvements 
in technology further contributed to the 
decline in hemp usage. The cotton gin, 
for example, eased the harvesting of 
cotton, which replaced hemp in the 
manufacture of textiles.10 


Hemp production in the U.S. has seen   
a massive resurgence in the last five 
years; however, it remains unclear 
whether consumer demand will  meet 
the supply. From 2017 to 2018, acreage 
planted for hemp tripled, reaching 
77,844 acres. Hemp planted acreage in 
2018 was eight times the acreage 
planted just two years prior in 2016. 
Acreage in 2019 is expected to at least 
double from 2018.11 


High prices for hemp, driven 
primarily by demand for use in 
producing CBD, relative to other crops, 
have driven increases in planting. Prices 
for hemp products vary from source to 
source. Prices for hemp fiber range from 
$0.07 per pound to $0.67 per pound, 
and prices for hemp grain or seed range 
from $0.65 per pound to $1.70 per 
pound. Prices for hemp flowers, in 
which concentrations of the 
cannabinoid cannabidiol, or CBD, are 
located, range from $3.50 to $30.00 per 
pound or more, depending on the CBD 
content. Producer interest in hemp 
production is largely driven by the 
potential for high returns from sales of 
hemp flowers to be processed into CBD 
oil. From 2017 to 2018, the number of 
licensed producers of hemp more than 
doubled to reach 3,543 producers. 


The hemp plant is a varietal of the 
species Cannabis  sativa.  While 
belonging to the same species as the 
plant that produces marijuana, hemp is 
distinctive from marijuana in its 
chemical makeup. The marijuana plant 
contains high levels of the cannabinoid 
delta-9 tetrahydrocannabinol (THC), 
which is the chemical that produces 
psychoactive effects. Hemp may contain 
no greater than 0.3 percent THC on a   
dry weight basis. 


The 2018 Farm Bill explicitly 
preserved the authority of the U.S. Food 
and Drug Administration (FDA) to 
regulate hemp products under the 
Federal Food, Drug, and Cosmetic Act 
(FD&C Act) and section 351 of the 
Public Health Service Act (PHS Act). 
Accordingly, products containing 
cannabis and cannabis-derived 


 


10 Presentation to USDA by Dr. Eric Walker, 
Assistant Professor in the Department of Plant 
Sciences at the University of Tennessee, on May 21, 
2019. 


11 Vote Hemp, U.S. Hemp Crop Reports. 
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compounds are subject to the same 
authorities and requirements as FDA- 
regulated products containing any other 
substance. 


Legislative History 


The production of hemp has a long 
history in the United States (U.S.). Prior 
to the mid-20th century, hemp had been 
cultivated in the U.S. for hundreds of 
years to make flags, sails, rope, and 
paper. The first regulation of hemp 
occurred in 1937 with the Marihuana  
Tax Act,  which  required  all  producers 
of the species Cannabis sativa to register 
with and apply for a license from the 
Federal Government. The ‘‘Hemp for 
Victory’’ Campaign during World War II 
promoted production of hemp for rope  
to be used by U.S. military forces, but 
at the end of the war, the requirements 
in the Marihuana Tax Act resumed. In 
1970, Congress passed the Controlled 
Substances Act, granting the Attorney 
General the authority to regulate 
production of hemp. 


The Agricultural Act of 2014, also 
known as the 2014 Farm Bill, defined 
hemp as the plant Cannabis sativa L. 
and any part of that plant with 
concentrations of THC no greater than 
0.3 percent on a dry weight basis. Prior 
to the 2014 Farm Bill, hemp had never 
been designated in a Federal law as 
different from cannabis generally. The 
2014 Farm Bill authorized institutions 
of higher education and State 
departments of agriculture to allow for 
cultivation of hemp as part of a pilot 
program as authorized by State law for 
research. Research allowed under pilot 
programs included market research, so 
hemp was cultivated and sold as inputs 
into various consumer products under 
the 2014 Farm Bill. This analysis 
assumes that such cultivation would 
have continued and even expanded in 
the absence of the 2018 Farm Bill. 


Need for Regulation 


The Agriculture Improvement Act of 
2018, known as the 2018 Farm Bill, 
removed hemp from the list of 
controlled substances, decontrolling 
hemp production in all U.S. States, and 
in territories of Indian Tribes, unless 
prohibited by State or Tribal Law. This 
action eliminates the uncertain legal 
status at the Federal level of hemp 
production and allows the U.S. 
Department of Agriculture (USDA) to 
provide hemp producers with crop 
insurance programs, potentially 
reducing risk to producers and 
providing easier access to capital. The 
statute also prohibits interference in the 
interstate transport of hemp by States, 
including those States which prohibit 
hemp production and sales. As a result, 


hemp producers will have access to 
nationwide markets. The rule is 
necessary to facilitate this market by 
creating a set of minimum standards to 
ensure that hemp being produced under 
this program meets all statutory 
requirements. Moreover, both the 
declassification of hemp, and the 
prohibition on interference with 
interstate transportation apply to hemp 
that is grown under an approved State 
or Tribal plan, or under a Federal 
license. As a result, this regulation 
facilitates provisions of the Farm Bill 
that would otherwise be self- 
implementing. 


Overview of the Action 


The 2018 Farm Bill granted regulatory 
authority of domestic hemp production 
to the State departments of agriculture, 
Tribal governments, and USDA. States 
and Tribes must submit to USDA plans 
which include provisions  for 
maintaining information regarding the 
land on which hemp is produced, for 
testing the levels of THC, for disposal of 
plants that do not meet necessary 
requirements, and for procedures to 
ensure compliance with the 
requirements of the new part. State and 
Tribal Plans must  be  approved  by 
USDA. This rule outlines  requirements 
by which the USDA  would  approve 
plans submitted by States and Tribal 
governments for oversight of hemp 
production. The 2018 Farm Bill also 
directs USDA to develop a plan for use 
by hemp producers in States or Tribes 
where no State or Tribal Plan has been 
approved and which do not prohibit the 
cultivation of hemp. These actions will 
promote consistency in regulations 
governing the legal production of hemp 
across the country. 


Baseline Definition 


In order to measure the impacts  of 
this rule on affected entities,  AMS 
defines the baseline such that sales of 
hemp products from 2014 through 2019 
will be treated as attributable to the  
2014 Farm Bill only. While the 2018 
Farm Bill permits  commercial 
production of hemp, and the 2014 Farm 
Bill permits production of hemp for 
research purposes only, AMS assumes 
some of the increasing trend of U.S.  
hemp production would have continued 
under the provisions of the 2014 Farm 
Bill in the absence of  the  2018  Farm 
Bill. AMS assumes, therefore, that  only 
50 percent of the growth in sales of  
hemp products from 2020 and beyond 
will be attributable to the 2018 Farm  
Bill. This assumption considers the rate 
at which hemp acreage has increased in 
recent years, the number of  States 
whose hemp pilot programs produced a 


crop in recent years, and the number of 
States which have passed legislation 
following the signing of the 2018 Farm 
Bill in anticipation of this rule’s 
enactment in time for the 2020 growing 
season. As this rule enables the 2018 
Farm Bill, 50 percent of the growth in 
sales of hemp products beginning in 
2020 will be attributable to this rule. 


The 2018 Farm Bill provided that 
States, Tribes, and institutions of higher 
education may continue to operate 
under the authorities of the 2014 Farm 
Bill for the 2019 planting season. Under 
the 2018 Farm Bill, the authority of the 
2014 Farm Bill expires one year from 
the time that USDA establishes the plan 
and regulations required under the 2018 
Farm Bill. As this will occur in the fall 
of 2019, growers could continue to grow 
hemp under the provisions of the 2014 
Farm Bill in the 2020 planting season. 
For the purpose of this analysis, 
however, AMS defines the 2020 
planting season as the first year of this 
rule’s impact, with 50 percent of the 
growth in sales in 2020 being counted 
as attributable to the 2018 Farm Bill and 
this enabling rule. This analysis 
considers the impact of this rule on 
affected entities from 2020 to 2022. This 
analysis utilizes hemp market data from 
industry associations, state departments 
of agriculture, and universities. 


While the 2018 Farm Bill permits 
commercial production of hemp, and 
the 2014 Farm Bill permits production 
of hemp for research purposes only, 
AMS assumes the increasing trend of 
U.S. hemp production would have 
continued under the provisions of the 
2014 Farm Bill in the absence of the 
2018 Farm Bill. AMS assumes, 
therefore, that 50 percent of the growth 
in sales of hemp products from 2020 
and beyond will be attributable to the 
2018 Farm Bill. This assumption 
considers the rate at which hemp 
acreage has increased in recent years, 
the number of States whose hemp pilot 
programs produced a crop in recent 
years, and the number of States which 
have passed legislation following the 
signing of the 2018 Farm Bill in 
anticipation of this rule’s enactment in 
time for the 2020 growing season. As 
this rule enables the 2018 Farm Bill, 50 
percent of the growth in sales of hemp 
products beginning in 2020 will be 
attributable to this rule. 


The 2018 Farm Bill provided that 
States, Tribes, and institutions of higher 
education may continue to operate 
under the authorities of the 2014 Farm 
Bill for the 2019 planting season. Under 
the 2018 Farm Bill, the authority of the 
2014 Farm Bill expires one year from  
the time that USDA establishes the plan 
and regulations required under the 2018 
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Farm Bill. As this will occur in the fall 
of 2019, growers could continue to grow 
hemp under the provisions of the 2014 
Farm Bill in the 2020 planting season. 
For the purpose of this analysis, 
however, AMS defines the 2020 
planting season as the first year of this 
rule’s impact, with 50 percent of the 
growth in sales in 2020 being counted 
as attributable to the 2018 Farm Bill and 
this enabling rule. This analysis 
considers the impact of this rule on 
affected entities from 2020 to 2022. This 
analysis utilizes hemp market data from 
industry associations, state departments 
of agriculture, and universities. 


Affected Entities 


Hemp producers in States and 
territories of Indian Tribes that allow for 
hemp production will be impacted by 
this rule. 


State departments of agriculture and 
Tribal governments will also be affected 
by this rule. State departments of 
agriculture and Tribal governments will 
bear the responsibility to ensure that 
hemp producers abide by the State and 
Tribal plans for regulating  hemp.  Prior 
to the passage of the 2018 Farm Bill, at 
least 40 States had enacted hemp 
legislation.12 With the passage of  the 
2018 Farm Bill, nearly all of the 
remaining U.S.  States  have  followed 
suit. Discussions with State departments 
of agriculture that currently oversee 
hemp pilot programs indicate that the 
authorization requirements for growing 
hemp for research purposes are similar 
to those included in State Plans 
submitted to USDA for approval. The 
2018 Farm Bill, however, includes  
greater requirements for authorization 
than what the 2014 Farm Bill mandated, 
such as information sharing and a 
criminal history report for licensees. 


States that oversaw pilot programs 
under the 2014 Farm Bill, therefore, will 
likely need additional resources to run 
the State programs under the 2018 Farm 
Bill. States and Indian Tribes  that  did 
not have a pilot program under the 2014 
Farm Bill and that  submit  plans  to 
USDA for a program under the 2018 
Farm Bill may require hiring  of  new 
staff to oversee the program. States and 
Tribes will also be subject to reporting 
and recordkeeping requirements 
resulting from this rule. If a State or 
Tribe chooses not to develop its own 
plan, then hemp producers within that 
State or Tribe may utilize the plan 
developed by USDA, unless  prohibited 
by State or Tribal Law. 


Regulatory Impact Analysis 


Executive Orders 12866 and 13563 
direct agencies to assess all costs and 
benefits of available regulatory 
alternatives when an action is  deemed 
to have significant impacts. If regulation 
is necessary, then agencies must select 
the action that maximizes net benefits, 
including potential economic, 
environmental, public health and safety 
effects, and equity. 


Executive Order 13771 mandates that 
agencies provide the best approximation 
of total costs associated with a new or 
repealed regulation. AMS has prepared 
this Regulatory Impact  Analysis  with 
the purpose of accomplishing these 
objectives. 


USDA considers this to be a 
deregulatory action under Executive 
Order 13771 as it allows for the 
development of a niche market that 
cannot exist under current regulation. 
This rule removes barriers to entry and 
enables domestic farmers to grow hemp. 


Expected Benefits and Costs of the Rule 


The 2018 Farm Bill grants 
authorization for production of hemp to 
all States and Indian Tribes, unless 
prohibited by State or Tribal Law. This 
rule enables States, Tribes, and USDA to 
regulate this authorization. This rule is 
expected to generate benefits and costs 
to hemp producers and State 
departments of agriculture and Tribal 
governments. The benefits of this rule  
are expected to outweigh the costs, 
however, and the burden on the 
impacted entities is anticipated to be 
minimal. 


Benefits and Costs of Production 


Farmers grow hemp for three 
products: Floral material, fiber, and  
grain. Based on data from State 
departments of agriculture and from 
surveys by the National Industrial Hemp 
Regulators, a working group comprised 
of industrial hemp program managers 
from State departments of agriculture, 
AMS estimates that about two-thirds of 
hemp acreage planted is for floral 
material, while the remaining third is 
divided evenly between fiber and grain. 


The nascent market for industrial 
hemp causes estimates of yield and  
price for hemp products to vary widely 
from source to source. Table 1 shows a 
range of potential gross revenues 
received by producers using ranges of 
yield and price estimates from Vote 
Hemp, the University of Kentucky, the 
Kentucky Department of Agriculture, 
and the Congressional Research 
Service.13 Using low and high estimates 
for yield and price from these sources, 
AMS calculated a potential range  of 
gross revenue to producers of hemp 
products of $2,443 per acre to $25,682 
per acre. 


 


 
 


Variable costs per acre to producers, 
as estimated by the University of 


Kentucky, are shown in Table 2. These 
variable costs are weighted by the 


portion of planted acreage for each 
product as estimated in Table 1. The 


 
   


12 Vote Hemp, 2017 U.S. Hemp Crop Report. 
13 Vote Hemp, U.S. Hemp Crop Report available 


at https://www.votehemp.com/u-s-hemp-crop- 
report/. 


Mark, Tyler and Shepherd, Jonathan, Hemp & 


Enterprise CBD Budget Model available at http:// 


hemp.ca.uky.edu/. 


Johnson, Renee, Hemp as an Agricultural 


Commodity, Congressional Research Service, June 


2018. 
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result is a weighted variable  cost of $19,421 to produce one acre of hemp 
products. 


 


 


To estimate producer returns above 
variable cost, the weighted variable cost 
per acre is subtracted from the low and 
high estimates of gross revenue per acre 
under the scenario of lowest yield and 
lowest price received per acre and the 
scenario of highest yield and highest 
price received per acre. Under the low 
estimate of gross revenue per acre, a 
hemp producer who plants two-thirds of 
an acre for flowers, and the remaining 
one-third acre split between fiber and 
grain loses $16,978 per acre. Under the 
high estimate of gross revenue per acre,  
a hemp producer sees a return of $6,260 
above variable costs. It is important to 
consider that fixed costs  are  not 
included among these estimates; 
therefore, net returns will likely  be 
lower than these results. 


In addition to the previously- 
mentioned variable costs to grow hemp, 
AMS considered the  opportunity  costs 
to the hemp producer of crops that may 
have otherwise been planted. Using data 
from the National Agricultural Statistics 
Service (NASS), AMS calculated an 
average gross return per acre of 
cropland, weighted by area planted or 
bearing, of $591. This estimate 
represents the potential revenue per  
acre of the crop that a potential hemp 
producer foregoes to plant hemp instead 
of other crops including traditional field 
crops. However, hemp may also attract 
new producers not currently growing 
other crops.  Subtracting  this 
opportunity cost from the average gross 
revenue per acre (discussed in more 
detail below) yields a net social benefit 
estimate of approximately $2,060 per 


acre. For individual growers, however, 
returns may vary widely—and even be 
negative. 


The per acre net return estimates are 
based largely on crop enterprise budgets 
which represent expected costs and 
returns assuming the grower actually 
brings a crop to market. There are many 
things that can preclude  actually 
bringing a planted crop to market 
including; loss due to weather, pests, or 
disease, reduced output due to 
inexperience with the crop, and growing 
a crop that exceeds the acceptable hemp 
THC level. 


The gross social benefit of the crop is 
best represented by what customers are 
willing to pay for the crop. To generate   
a social benefit per acre, we looked at 
data from the 2018 Processor/Handler 
Production Reports to the Kentucky 
Department of Agriculture. In 2018 
Kentucky farmers were paid $17.75 
million for harvested hemp materials 
from 6,700 planted acres. This results in 
a societal willingness to pay (assuming 
Kentucky is sufficiently  representative 
of the United States) of around $2,650 
per acre. Using this average accounts for 
acres with unusually high returns  as 
well as acres with low or no returns. 


So, while individual growers may see 
returns ranging from a loss of $17,578 to 
a return of $5,669 per acre, society can 
expect a benefit of $2,058 (= 
$2,650¥$591) per acre. 


Estimated Number of Producers 


In each year since the 2014 Farm Bill, 
the number of licensed producers and 
the amount of acreage planted has 


increased substantially. According to 
Vote Hemp, there were a total of 3,543 
producer licenses issued by States in 
2018, up from 1,456 in 2017, and 817 
licenses in 2016. Planted acreage in 
2018 was 77,844 acres, up from 25,723 
in 2017, and 9,649 acres in 2016. No 
official estimates of hemp planted 
acreage, or the number of producer 
licenses exist for 2019 as of yet; 
however, industry members agree that 
2019 planted acreage will likely at least 
double acreage planted in 2018. If this 
occurs, then hemp planted acreage will 
reach almost 160,000 acres in 2019. See 
Table 3 below. This increase in acreage 
is likely due in part to new producers 
entering the market and in part to 
current producers expanding their 
acreage. 


Based on data from the State 
departments of agriculture in Colorado, 
Kentucky, and Oregon, which together 
make up 47 percent of planted acreage 
and 45 percent of producer licenses 
nationwide, average planted acreage per 
producer is 24 acres. Assuming that all 
77,844 additional acres in 2019 are 
planted by new producers entering the 
market, and that each one plants the 
average of 24 acres, then 2019 should 
see approximately 3,244 new producers. 
This is a reasonable assumption given 
the growth in licenses year over year. 
Based on this, there should be 
approximately 6,787 U.S. hemp 
producers in 2019, as shown in Table 3. 
For purposes of this analysis, we expect 
the number of producers to increase at 
the same rate as increased hemp sales as 
discussed below. 
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Projected Growth in Gross Revenues 


The Hemp Business Journal estimates 
sales of U.S. hemp-based products from 
2018 to 2022. The growth rates of these 
sales from year to year are shown in 
Chart 1. It is important to remember that 
even though the 2018 Farm Bill 
removed hemp from the list of 
controlled substances, it preserved the 
authority of the Food and Drug 
Administration (FDA) to regulate 
products which contain cannabis. Sales 
of hemp-based products are expected to 
increase about 15 percent from 2018 to 


2019. In 2020, sales are expected to  
grow about 14 percent, in 2021, 19 
percent, and in 2022, 16 percent. While 
these growth rates represent consumer 
sales and may not necessarily accurately 
depict the state of the hemp market at 
the producer level, these estimates are 
the best available to AMS at this time. 
Although certain cannabis-derived 
compounds are generally prohibited to 
be added to food and dietary 
supplements, because of their status as 
pharmaceutical ingredients, the FDA 
has authority to issue a regulation 
allowing the use of such ingredients in 


food and dietary supplements. FDA has 
stated that they are actively considering 
this issue. If FDA does not provide 
clarity about their plans for future 
regulation of CBD, there will continue to 
be uncertainty and downward pressure 
on the CBD portion of the hemp market. 
This is important because the Hemp 
Business Journal estimates appear to 
assume that there are no prohibitions on 
adding CBD to consumer products. As a 
result, full realization of the benefits 
estimated here could be delayed 
pending regulatory certainty. 
BILLING CODE 3410–02–P 
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Data from the 2018 Processor/Handler 
Production Reports to the Kentucky 
Department of Agriculture also show 
that gross sales by processors reached 


$57.75 million in 2018. Of this, gross 
returns to farmers was approximately 31 
percent of total processor gross sales. 
Applying 31 percent to the consumer 


sales estimates in the chart above 
provides an estimate of gross producer 
returns (and social willingness to pay) 
over the next four years. 


 


 
 


BILLING CODE 3410–02–C 


If gross producer returns are 31 
percent of total consumer sales, 
estimated total producer returns in 2018 
were approximately $315 million. In 
2019, estimated total producer returns 
will be approximately $362 million, in 
2020, approximately $413 million, in 
2021, approximately $491 million,  and 
in 2022, approximately $570 million. 
Not all of the producer sales in Chart 3 
are the direct result of this rule, 
however. The forecasts shown in Chart   
1 were published by the Hemp Business 
Journal in the summer of 2018, before 
the 2018 Farm Bill was passed by 
Congress. This indicates that the hemp 
market was expected to grow regardless 
of the hemp provisions in the 2018  
Farm Bill. 


Total costs for State licensing, 
sampling, and testing under the pilot 
programs generally amounted to about 
$1,000 per producer. This includes 
administration of certified seed schemes 
in certain States. Measurable impacts to 
the hemp industry resulting from this 
rule will not occur until 2020. It is 
difficult to estimate the increase in total 
returns to producers as a result of this 
rule. AMS estimates that this rule is 
responsible for as much as 50 percent of 
the increase in total producer returns 
from year to year. This assumption 
considers the rate at which hemp  
acreage has increased in recent years, 
the number of States whose hemp pilot 
programs produced a crop in recent 
years, and the number of States which 
have passed legislation following the 
signing of the 2018 Farm Bill in 


anticipation of this rule’s enactment in 
time for the 2020 growing season. 


Because we would expect hemp 
production to continue to grow under 
preexisting State programs, we do not 
believe it is appropriate to attribute all 
production growth beyond 2020 to this 
rule. Since roughly half of the  States 
had operating programs in 2018, we 
assumed that half of future projected 
growth could have occurred in the 
absence of this rule. Based on the total 
estimated producer returns, AMS 
estimates that increases in hemp sales 
directly resulting from the rule will be 
approximately $25.5 million in 2020, 
$64.5 million, cumulative, in 2021, and 
$104 million, cumulative, in  2022. 
Media reports about the 2018 Farm 
Bill’s approach to hemp  seem  to 
indicate that there may be future 
innovation that would  increase 
producer returns and investment. We 
request comment about the potential for 
innovation and the uncertainty and its 
impact on the market vis a vis steady 
state. 


Costs of State and Tribal Plans 


Under most State pilot programs 
administered under the 2014 Farm Bill, 
hemp producers paid fees to State 
departments of agriculture for State 
licenses to grow hemp, and for sampling 
and testing of THC content. These fees 
generally fully fund the program’s 
operation and are a reasonable proxy for 
the costs to States of administering a 
plan. Total costs for State licensing, 
sampling, and testing under the pilot 
programs generally amounted to about 
$1,000 per producer. Discussions  with 


State departments of agriculture that 
oversee hemp pilot programs indicate 
that the provisions for growing hemp for 
research purposes will be similar to 
those in the State Plans submitted to 
USDA for approval. While  the  2018 
Farm Bill  added  additional 
requirements for growing hemp that 
were not in the 2014 Farm Bill, it is 
difficult to determine how these 
additional requirements will impact fees 
for licensing, sampling, and testing paid 
by producers to States. For the purpose 
of this analysis, AMS finds that a cost 
of $1,000 per producer is the most 
reasonable estimate of these annual fees 
and, by extension the cost to States and 
Tribes of administering a regulatory 
program. We have no reason at this time 
to assume that the Federal government 
will be any more or less efficient at 
implementing the Federal program for 
producers who operate under a USDA 
license rather than a State or Tribal 
program. The Federal plan does not 
require licensed producers to use 
certified seed, nor will USDA provide 
producers with access to certified seed. 
Accordingly, we use this same $1,000 
estimate as a proxy for the cost of 
administering a program by the Federal 
Government as well. 


In addition to these fees, a producer 
bears the burden of gathering the 
information for and filling out an 
application for licensing. AMS estimates 
that the time required of a producer to 
apply for a license to grow hemp will 
be approximately 10 minutes or 0.17 
hours. The mean hourly wage of a 
compliance officer, as reported in the 
May  2018  Occupational Employment 
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Statistics Survey of the Bureau of Labor 
and Statistics, was $35 per hour. 
Assuming 39 percent of total 
compensation accounts for benefits, 
total compensation of a compliance 
officer is $57 per hour. Multiplying this 
wage by the time spent to complete a 
license application results in an annual 
burden cost to producers of about $10 
per license application. 


State departments of agriculture and 
Tribal governments will likely need to 
increase their staff to successfully 
oversee hemp programs. States with 
pilot programs typically employ about 
four full-time staff members to manage 
their industrial hemp programs. The 
estimated increase in hemp acreage in 
2019 indicates a likely increase in 
licenses and applications; therefore, 
States with hemp programs may need to 
hire additional employees. States and 


Tribes without hemp pilot programs 
under the 2014 Farm Bill that have their 
own plans in place under the 2018 Farm 
Bill will also need to hire new staff 
members. The fees paid by producers to 
States and Tribes to participate in the 
hemp program will likely cover the 
staffing costs. 


Costs of USDA Plan 


AMS has developed a Federal Plan for 
hemp producers to utilize when their 
State or Tribe does not have its own 
plan in place. The Federal Plan requires 
an initial application for a license. The 
license must then be renewed every 
three years. A criminal history report is 
required with every license application. 
The costs to a producer of completing a 
license application and of submitting a 
criminal history report will be 
quantified in the ‘‘Costs of Reporting 


and Recordkeeping’’ section.  The 
Federal Plan also includes sampling and 
testing provisions, which will result in 
costs to producers. USDA will bear the 
costs of program administration and 
does not intend to charge producers a 
licensing fee unless Congress provides 
the authority to USDA to charge fees for 
this program in the future. On average, 
the annual fee that producers paid to 
States to participate in the pilot 
programs,  which  included  licensing, 
was $1,000 per license. This  will  be 
used as a proxy for the cost to USDA of 
program administration. 


Sampling and testing costs under the 
Federal Plan are tied to acreage and how 
licensees designate the lots where hemp 
is grown. Projected costs for sampling 
and testing an average 24-acre lot are 
summarized in Table 4. 


 


 
 


The hourly total compensation, which 
includes wage and benefits, for a 
federally-contracted inspector who 
conducts sampling is $152, and the 
hourly total compensation for a 
federally-employed lab technician who 
tests the sample is $161. The standard 
rate for reimbursement for miles driven 
at the Federal level is $0.58 per mile. 
With information from State 
departments of agriculture, AMS 
calculated a range of time spent on 
sampling, and an average of time spent 
driving and miles driven by an 
inspector to and from the sampling 
location. The range of time spent on 
testing and of costs for testing and 
reporting were calculated using input 
from licensing and testing specialists 
within AMS. Depending upon the 


quality of the sample taken and the time 
spent on sampling and testing, the total 
cost of sampling and testing to a 
producer ranges from $599 to $830 per 
tested sample per 24-acre  lot.  AMS 
notes that transportation costs are fixed 
under this analysis assuming all lots 
tested are at the same farm. If a producer 
grows multiple varieties of hemp, or 
designates multiple lots of hemp  with 
the same variety, then each lot is subject 
to individual sampling and testing. 
Total sampling and testing costs, 
therefore, depend upon the number and 
size of lots. 


Costs of Reporting and Recordkeeping 


The 2018 Farm Bill requires AMS to 
prepare and submit an annual report 
containing updates on the 


implementation of the domestic hemp 
production program to the Committee 
on Agriculture of the House of 
Representatives and the Committee on 
Agriculture, Nutrition, and Forestry of 
the Senate. To help collect the 
information necessary to complete this 
report, and to collect additional 
information, as necessary, to administer 
the hemp program, AMS has developed 
seven new forms. These forms require 
specific information be submitted by 
States and Tribes operating their own 
domestic hemp plans, from producers 
participating in the USDA  Plan,  and 
from laboratories testing for THC 
content. The annual burden in time and 
cost has been evaluated for each form. 
These time and cost figures have been 
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approximated to the nearest whole 
number. 


Respondents: States and Tribes 
Operating Their Own Plans 


States and Tribes with approved plans 
are required to report certain 
information to USDA. USDA will collect 
this information from States and Tribes 
through three forms: The ‘‘State and 
Tribal Hemp Producer Report’’ form, the 
‘‘State and Tribal  Hemp  Disposal 
Report’’ form, and the ‘‘State and Tribal 
Hemp Annual Report’’ form. AMS 
estimates that the time required  of 
States and Tribes to fill in the 
information for each of these forms will 
be 20 minutes or 0.33 hours. The time 
required of producers to supply the 
information for the ‘‘State and Tribal 
Hemp Producer Report’’ form and the 
‘‘State and Tribal  Hemp  Disposal 
Report’’ form will be 10 minutes, or 0.17 
hours, apiece. The ‘‘State and Tribal 
Hemp Producer Report’’ form and the 
‘‘State and Tribal  Hemp  Disposal 
Report’’ form are due to USDA every 
month. The annual time burden for  
States and Tribes to respond to each of 
these two forms, therefore, is 4  hours 
per respondent. The annual time burden 
for producers to supply the information 
for each of these forms will be 10 
minutes, or 0.167 hours, per respondent, 
plus an additional 5 minute 
recordkeeping burden per form. The 
‘‘State and Tribal Hemp Annual Report’’ 
form must be submitted to USDA once 
per year; the annual time burden, 
therefore, remains 0.33 hours per 
respondent. The  ‘‘State  and  Tribal 
Hemp Annual Report’’ form  is 
anticipated to place a burden on 
producers participating in the State and 
Tribal Plan of 15 minutes per producer 
(10 minutes for reporting and 5 minutes 
for recordkeeping). 


Each of these forms required from 
States and Tribes is expected to generate 
a recordkeeping burden of 5 minutes or 
0.08 hours, apiece, per recordkeeper. 
Altogether, the annual time burden of 
reporting and recordkeeping per State 
and Tribe operating under its own plan 
is estimated to be 9 hours. The mean 
hourly wage of a compliance officer, as 
reported in the May 2018 Occupational 
Employment Statistics Survey of the 
Bureau of Labor and Statistics, was $35 
per hour. Assuming 39 percent of total 
compensation accounts for benefits, 
total compensation of a compliance 


States and Tribes of reporting and 
recordkeeping is 858 hours costing 
$49,046 per year. 


The information necessary for States 
and Tribes to submit the ‘‘States and 
Tribal Hemp Producer Report comes 
from the information supplied by 
producers in their license applications. 
AMS estimates  that  8,000  producers 
will submit license applications over 
three years. AMS estimates a cost of 
approximately $10 per license 
application (based on approximately 10 
minutes of burden). These costs will not 
occur uniformly over the three years as 
both new and existing processors will 
need to provide this information in the 
first year of the program. As result, AMS 
estimates a cost to producers operating 
under State and Tribal plans of $55,000 
in 2020, $12,000 in 2021, and $13,000 
in 2022—or an average cost of $27,000 
per year. 


In addition, producers will be 
required to prove that they do not have 
prior drug related convictions  that 
would disqualify them  from 
participation in the  program.  States 
have some flexibility in what they  
require of applicants to make this 
demonstration. However, for  purposes 
of this analysis, we will use the same 
cost for States and Tribes that we use for 
USDA licensees, which is $54 per 
licensee. This results in estimated costs 
of $291,000 in 2020, $65,000 in 2021, 
and $70,000 in 2022—or an average cost 
of $142,000. 


Additionally, AMS estimates that an 
average of 2,680 14 producers  will 
supply information to States and Tribes 
for the ‘‘State and Tribal Hemp Disposal 
Report’’ form each year at an estimated 
cost of $38,000 per year. 


The total average annual burden on 
producers to supply information to 
States and Tribes associated with these 
two reports will be 1,169 hours, with an 
estimated cost (including criminal 
history information) of $230,000. 


In addition, growers of crops that test 
above the acceptable hemp THC  level 
are responsible for the proper disposal 
of those non-compliant crops. While the 
rule makes the producer responsible for 
the costs of this disposal, such disposal 
represents a real expenditure of societal 
resources; as such they are a cost of the 
rule irrespective of who is directly 
responsible for those costs. The 
opportunity cost of lost sales is already 
incorporated in our calculation of 


benefits since our average benefits per 
acre are based on total sales and total 
planted acres and non-compliant acres 
(which have zero value as hemp) are 
included in the  average  expected 
benefit. However,  the  additional 
physical costs of disposal are not 
represented in the calculation of  
benefits. As a result, we  need  to 
calculate the additional cost imposed by 
the disposal requirement. 


We have no information on the cost 
of disposing  of  non-compliant  hemp. 
So, we developed an assumed disposal 
cost of $200 per acre based on the 
estimated cost of the physical activities 
related to disposal. According to the 
University of Kentucky crop enterprise 
budgets for hemp, the cost of harvesting 
and transporting hemp grown for fiber 
is roughly $100 per acre.15 We double 
this amount to account for  the 
likelihood that there will be additional 
oversight and documentation required 
to demonstrate legal disposal. However, 
we still have no way to estimate any 
additional cost associated with the 
physical destruction required after the 
crop is removed from the farm. 


Using this rough cost estimate, the 
average annual quantified cost of 
disposal under State and Tribal 
programs is $6.432 million. 


Respondents: Producers Participating in 
the USDA Plan 


To produce hemp under the USDA 
Plan, a producer, which may be an 
individual producer or a business, 
would need to complete the ‘‘USDA 
Hemp Plan Producer Licensing 
Application’’ form and be issued a 
license. AMS estimates the time 
required of a producer to fill out this 
form to be 10 minutes or 0.17 hours. 
The recordkeeping required for this 
form is estimated to be 5 minutes, or 
0.08 hours. The total burden per 
respondent of this form is  15  minutes, 
or .25 hours. Licenses under the USDA 
Plan must be renewed every three years. 
Assuming that there will be 1,000 
participants in the USDA Plan, AMS 
estimates that over a three-year period, 
there will be 667 respondents in each 
year. The total annual burden for this 
form, therefore, will be 167 hours with   
a cost of $9,541. 


In addition to the ‘‘USDA Hemp Plan 
Producer Licensing Application’’  form 
to be submitted once every three years, 
producers must submit criminal  history 


officer is $57 per hour. Multiplying this    reports for each of their key 
by 9 hours results in a total annual 14 There is no way to know for certain how many participants. AMS estimates each 
burden cost to each State and Tribe samples will test beyond the 0.3 percent threshold    


operating under its own plan of $490. 
AMS estimates that 100 States and 
Tribes will operate under their own 
plans. The annual burden for these 100 


for THC on a dry-weight basis; however, based on 
information discussions with States that have a 
hemp program under the 2014 Farm Bill, AMS 
estimates that 20 percent of lots per year will 
produce cannabis that tests high for THC content. 


15 We used hemp grown for fiber as the basis for 
our assumption because hemp grown for flower or 
seed use more refined methods of harvesting that 
are no longer necessary if the resultant product 
(flower or seed) no longer has market value. 
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producer to have three key participants 
that would submit criminal history 
reports to USDA. The cost of a criminal 
history report is $18 apiece, which 
results in a cost of $54 per participant. 
As stated previously, AMS  estimates 
that it will receive 333 license renewals 
in each year over a three-year period. 
The average annual cost of the criminal 
history reports that will accompany 
these renewals is $17,982 annually. 


Similar to the required annual report 
submitted by States  and  Tribes  to 
USDA, producers operating under the 
USDA Plan must submit the  ‘‘USDA 
Hemp Plan Producer Annual Report’’ to 
USDA each year.  AMS  estimates  the 
time burden of submitting this form to  
be 20 minutes, or 0.33 hours. The 
recordkeeping burden of this form is 
estimated to be 5 minutes, or 0.08 hours. 
Together, the burden of this form is 25 
minutes, or 0.42 hours, per respondent. 
AMS estimates 1,000 participants in the 
USDA Plan. The total burden  of  this 
form, therefore, is 417 hours, costing 
$23,808 annually. 


When a hemp sample tests above the 
acceptable hemp THC level, the material 
from the production area which the 
sample represents must be destroyed by 
a person authorized under the CSA to 
handle marijuana, such as a DEA- 
registered reverse distributor, or a duly 
authorized Federal, State, or local law 
enforcement officer or their designee. 
Producers must document the  disposal 
of all marijuana. This can be 
accomplished by either providing USDA 
with a copy of the documentation of 
disposal provided by the reverse 
distributor or with the ‘‘USDA  Hemp 
Plan Producer Disposal Form’’. AMS 
estimates the time required to complete 
this form to be 20 minutes, or 0.33  
hours, which would  be  split  between 
the producer and authorized agent who 
carries out the disposal. The 
recordkeeping required for this form 
would amount to 5 minutes, or 0.08 
hours, per respondent. The total burden 
of this form is, therefore, 15 minutes, or 
0.25 hours, for a producer, and 10 
minutes, or 0.17 hours, for an 
authorized agent. Together, the burden 
is 25 minutes, or 0.42 hours, per 
respondent. 


Using the same assumptions regarding 
the prevalence of non-compliant crops 
and the costs of disposal that were used 
in generating the estimates of hemp 
disposal reporting (and disposal) for 
State and Tribal programs, the 1,000 
producers that will participate in the 
USDA Plan will generate 400 samples 
will test high for THC content. The total 
reporting burden of this form will 
amount to 167 hours and cost $9,523 
annually. Additionally, producers 


operating under USDA licenses are 
expected to incur quantified disposal 
costs of $960,000 annually. 


Altogether, the annual burden of the 
‘‘USDA Hemp Plan Producer Licensing 
Application’’, the ‘‘USDA Hemp Plan 
Producer Disposal Form’’, and the 
‘‘USDA Hemp Plan Producer Annual 
Report’’ amounts to an annual total of 
666 hours and a cost of $37,962. Adding 
in the criminal history report cost brings 
the total to $55,962 annually. 


Respondents: Laboratories 


The Farm Bill requires that all 
domestically produced hemp be tested 
for total THC content on a dry-weight 
basis, whether produced under a  State 
or Tribal Plan or the USDA Plan. To 
facilitate this, AMS is requiring all 
laboratories testing hemp for THC to 
submit all test results, whether passing 
or failing, via the ‘‘Laboratory Test 
Results Report’’. AMS estimates  this 
form to generate a total annual reporting 
burden of 30 minutes, or 0.5 hours, per 
test or submitted form, and a total 
annual recordkeeping burden of 5 
minutes, or 0.08 hours, per producer. 
Together, the reporting and 
recordkeeping burden for this form is 35 
minutes, or .58 hours. 


There is no way to know for certain 
how many tests laboratories will 
conduct in a single year and how many 
of them will be subject to re-testing. 
AMS estimates, however, that 
laboratories will receive two samples 
representing two lots of hemp material 
from 7,700 producers, resulting in 
15,400 tests annually. The total annual 
burden of these tests and the 
accompanying ‘‘Laboratory Test Results 
Report’’ form is, therefore, 8,399 hours, 
and costs of $478,743. 


Respondents: All Producers 


The Farm Service Agency (FSA) 
collects information on crop acreage 
through the ‘‘Report of Acreage’’ form. 
All hemp producers will be required to 
fill in the information for this form once 
they receive their license or 
authorization from USDA, a State, or 
Tribe. AMS estimates this form to 
generate a reporting burden of 30 
minutes, or 0.5 hours, and a 
recordkeeping burden of 5 minutes, or 
0.08 hours. AMS assumes that an  
average of 7,700 producers will respond 
to this form each year, resulting in a  
total annual burden of 4,466 hours, and 
a cost of $254,562. 


Total Reporting and Recordkeeping 
Costs for All Respondents 


Altogether, the annual burden for 
reporting and recordkeeping for all 
respondents is 17,362 hours, costing a 


total of $$989,634 per year. This is the 
sum of the annual burden of reporting 
and recordkeeping to States and Tribes 
operating their own plans, to producers 
participating in the State and Tribal 
Plans, to producers participating in the 
USDA Plan, including the cost of a 
criminal history report for three key 
participants, and to laboratories testing 
samples for THC content. 


Alternatives to the Rule 


The actions in this rule are mandated 
by the 2018 Farm Bill, which enables 
States, Tribes, and USDA to establish 
rules and regulations for the domestic 
production of hemp. The statute 
requires USDA to develop criteria for 
approval of plans submitted by State 
and Tribal governments for regulation of 
domestic hemp production. If no State 
or Tribal Plan has been approved, then 
hemp producers in these States or 
Tribes may utilize the plan developed 
by USDA. These plans will promote a 
greater level of consistency in 
regulations governing the legal 
production of hemp across the United 
States. 


In developing the sampling 
procedures for the Federal Plan, AMS 
considered the protocols for sampling 
used by State departments of agriculture 
and by countries that regulate hemp 
production. In addition, AMS reviewed 
sampling methods recommended by 
Codex Alimentarius,  which  is  the 
central part of the Joint Food and 
Agriculture Organization (FAO)/World 
Health Organization (WHO) Food 
Standards Program and was established 
by FAO and WHO to protect consumer 
health and promote fair  practices  in 
food trade. After research and review of 
multiple sampling protocols, AMS 
adopted the best option among the 
alternatives. 


The 2018 Farm Bill mandates testing 
using post-decarboxylation or other 
similarly reliable methods where the 
total THC concentration level considers 
the potential to convert delta-9- 
tetrahydrocannabinolic acid (THC-A) 
into THC. Testing methodologies 
meeting these requirements include 
those using gas or liquid 
chromatography with detection. These 
methods are the industry standard for 
post-decarboxylation testing. While 
these methods were chosen by AMS as 
the best option for testing, alternative 
sampling and testing protocols will be 
considered if they are comparable to the 
baseline mandated by the 2018 Farm  
Bill and established under the  USDA 
Plan and Procedures. 


Alternatives to the selected 
procedures for sampling and testing for 
THC content included connecting a 
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producer lot of cultivated hemp to a 
standard unit of measure. AMS 
considered describing one lot as one 
acre of hemp. This alternative was 
abandoned, however, as it would have 
required every acre of hemp to be 
sampled and tested, which would have 
resulted in high costs to producers and 
overwhelming volume to laboratories. 


Net Benefits From the Rule 


AMS has provided the approximation 
of the total costs and benefits associated 
with this new regulation.  Using  the 
costs and benefits introduced in the 
preceding sections, AMS has calculated 
the net benefits of this rule in Table 5 
using an upper bound estimate of costs. 
The results shown in Table 5 were 
calculated using many assumptions. 
These figures are only estimates using 
the data that was available to AMS. The 
absence of industry and government 
data along with the high degree of 
uncertainty regarding the future of the 
hemp market makes accurately 
capturing the impact of this rule on the 
hemp industry an impossible task. 
Regardless, AMS estimated the net 
benefits of this rule in years 2020, 2021, 
and 2022 as shown in Table 5. AMS has 
also calculated the net benefits of the 
rule using a lower bound estimate of 
costs. The results of that analysis are 
shown in Table 5a. The assumptions 
used to calculate the lower bound 
estimate are discussed later in this 
document. 


The costs and benefits associated with 
this rule will begin in the year 2020. 
From the signing of the 2018 Farm Bill 
to the enactment of this rule in time for 
the 2020 growing season, the domestic 
hemp market will be in a state of 
transition as cultivation of hemp moves 
from research only to 
commercialization. The hemp industry 
in 2018 represents the baseline of this 
analysis, and the first year which will 
see impacts from this rule is 2020. The 
time between will be considered a 
transitional period as the hemp industry 
adjusts to incorporate the provisions 
authorized in the 2018 Farm Bill. 


The benefits of this rule primarily 
include producer sales that are 
estimated to be due to the hemp 
provisions in the 2018 Farm Bill and 
this rule which enables those 
provisions. Gross revenues represent the 
best proxy for consumer willingness to 
pay and social benefits.16 As the 


 


16 We note that if gross willingness-to-pay is 
presented as a regulatory benefit, then marginal 
costs of production must be included as a line item 
in the regulatory cost analysis. An alternative, 
reduced-form approach would be to include only 
producer surplus (or the related concept of profits) 
and consumer surplus in the benefits analysis. 


demand for and sales of hemp increase 
over time, the number of licensees is 
estimated to grow proportionally (for 
the purposes of this analysis). As a 
result, we estimate the number of 
licensees (State, Tribal, or Federal) to 
increase from roughly 6,494 in 2020 to 
7,720 in 2021, to 8,962 in 2022. 


The benefits and cost of this rule are 
shown in Tables 5 (summarizing upper- 
bound cost estimates and associated net 
benefits) and 5a (summarizing lower- 
bound cost estimates and associated net 
benefits). In Table 5, the estimated net 
benefits of this rule amount to a loss of 
$4 million in 2020, a benefit of $23 
million in 2021, and a benefit of $49 
million in 2022. As noted previously, 
this calculation is based on an upper 
bound estimate of the costs of the rule. 
This estimate includes costs to all 
growers, not just the new entrants 
resulting from the rule. (In other words, 
we are incorporating a significant 
amount of cost that would have been 
incurred by producers even in the 
absence of this rule.) 


Benefits are based on a share of 
growth being attributable to the rule 
while the cost calculations include the 
costs of compliance borne by all 
producers, including those that are 
already growing hemp under the 2014 
program and those that would expect to 
grow hemp under that program in the 
event that USDA did  not  promulgate 
this rule. This leads to costs being 
overstated relative to the benefits 
calculated. Many of the costs estimated 
as attributable to this rule actually 
represent expenditures of resources that 
would have taken place under the 2014 
program. 


We did this for two reasons. The first 
is simply to demonstrate what we think 
the full cost of a program similar to the 
one we are promulgating would be. The 
second is because the specific 
requirements of this rule may be slightly 
different from requirements already in 
place in States  operating  hemp 
programs under the 2014 Farm Bill and 
we did not want to ignore the fact that 
these changes may have costs. Put 
another way, producers under the 2014 
plan may already have been required to 
submit license applications, but not 
applications that were identical to what 
is being required. The preexisting State 
requirement may have been more or less 
costly, but this assumed that new and 
existing growers would bear the full cost 
of providing the information required 
under this program. Because we believe 
the 2018 requirements for producers are 
very similar to the plans already in 
operation, we think the estimates  used 
to this point represent an upper bound 
estimate. 


We have also developed a lower 
bound estimate of costs based on 
applying costs related to the  rule  only 
to those producers who would not have 
produced hemp in the absence of this 
rule. Requirements for States and Tribes 
are all new and will  remain  attributed 
to the rule. Similarly, the costs  
associated with producers reporting 
information to States and Tribes to 
facilitate State and Tribal reporting 
requirements will still be attributable to 
this rule. 


The largest changes in estimated  costs 
result from a reduction in the number of 
acres (and, by extension growers) 
directly attributable to this rule. In the 
upper bound cost case we include the 
transactions cost (e.g., permit 
application, crop reporting, testing, 
disposal etc.) to every producer required 
to produce the $491 million worth of 
hemp in 2021—or 7,700 producers. In 
the lower bound we recognize that $362 
million of that production  is  estimated 
to occur in 2019 before any new rule is 
published, so only $129 million could 
possibly be related to publication of a 
new rule. We also acknowledge that 
there were avenues available to further 
increase production under the 2014 
program and that up to half of that $129 
million in increased  revenue  could 
occur without this rule. As a result, only 
$65 million of that new growth in 2021 
is attributable to this rule. It only takes 
1,000 new growers to meet this level of 
increased demand. So, the lower bound 
is based on the costs associated with 
those 1,000 growers vs. the 7,700 used 
in calculating the upper bound. 


This alignment of new producers to 
new growth allows costs and benefits to 
be measured relative to a consistent 
baseline. However,  we  also 
acknowledge that this rule will impose 
costs on entities beyond just those new 
entrants into the market who supply a 
portion of the projected growth in 
demand for hemp. For example, States 
and Tribes face new reporting 
requirements under this rule. Those 
reporting requirements are independent 
of the number of licensed producers in 
their programs that produce to meet 
existing demand as opposed to those 
who’s production is enabled  by  this 
rule. So, the reporting burden for States 
and Tribes is the same in both the upper 
bound and lower bound estimates. On 
the other hand, since State 
administrative costs are directly tied to 
the number of program participants, 
those costs to the State only grow as a 
function of the number of new entrants 
into the market. As a result, 
administrative costs for States and 
Tribes (as well as the Federal 
Government) are estimated to be 
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significantly lower in the lower bound 
estimate. 


The following is a discussion of how 
each major cost or benefit category is 
modified to move from the upper bound 
estimate to the lower bound estimate. 


Both revenues and opportunity cost 
were already based on only the new 
acres enabled by the rule, so those 
estimates do not change. 


The estimate of State and Tribal 
administrative costs will decline. The 
upper bound cost estimate included the 
total cost of administering a hemp 
program. The lower bound recognizes 
that States and Tribes were already 
incurring administrative  costs 
associated with existing production and 
would expect such costs  to  increase 
with increased production under the 
2014 program. State and Tribal 
administrative costs  would  only 
increase as a result of new entrants 
directly enabled by the rule. Using 2021 
as an example, 7,700 producers are 
required to produce all $491 million in 
projected demand for hemp. However, 
only 1,000 producers are required to 
produce the approximately $65 million 
in projected demand attributable to the 
rule. Some of those producers will 
operate under State and Tribal programs 
and some  under  USDA  license.  Based 
on the proportions used in calculating 
the upper bound cost, we assume 13 
percent of growers to be operating under 
USDA license and 87 percent to be 
operating under State license. So, of the 
7,700 producers operating in 2021 only 
870 are expected to be growing under 
State or Tribal authority to  meet 
demand increases attributable to the 
rule. So, the estimate of State and Tribal 
administrative costs goes from $6.7 
million in the upper bound to $870,000 
in the lower bound estimate. 


Similarly, we assume that all 
producers will be subject to some form 
of licensing. In the upper bound 


bound estimate is $77,000 to $35,000 in 
2021. 


Like State and Tribal administrative 
costs, USDA administrative  costs  are 
tied to the number of entrants into the 
market in response to demand increases 
that can be fulfilled as a result of the  
rule. As previously discussed, this is 
estimated to be 130 producers in 2021 
(the 1,000 new producers minus the 870 
who register under State or Tribal 
programs) at a cost of $130,000. 


Like licensing, we expect that most, if 
not all, State programs already have 
some form of product testing.  As  a 
result, only the testing of acres 
attributable to this rule should be 
included in the estimated cost of the  
rule. This results in a change from the 
upper bound estimate of  $11.6  million 
to an estimated lower bound cost of $1.5 
million. It should be  noted,  however, 
that existing sampling and testing 
regimes may be more or less stringent 
than the one imposed by this rule. As 
a result, this rule could impose 
additional costs, or represent cost 
savings, on producers not directly 
enabled by this rule. These cost changes 
are not reflected in the lower bound 
estimate. 


As previously  mentioned  the 
reporting and recordkeeping burden on 
the States is independent of the number 
of program participants and is the same 
in both upper and lower bound 
estimates. Also, the  burden  on 
producers to supply the information 
required to be reported by the States and 
Tribes is required of all  producers,  so 
the estimate of those costs also remains 
the same under upper and lower bound 
estimates. 


The reporting burden for producers 
operating under USDA license, on the 
other hand is a function of the number 
of new licensees and the lower bound 
estimates reflects this smaller number. 


The reporting of information to the 


information is new and applies to all  
tests irrespective of whether or not the 
producer is new as a result of this rule. 
Laboratory reporting costs are, therefore, 
also the same in the upper and lower 
bound estimates. 


Like sampling and testing, we assume 
that existing producers are already 
required to dispose of non-compliant 
crops. As a result, the  estimated 
disposal cost (in 2021) goes from $7.4 
million in the upper bound estimate to 
$960,000 in the lower bound estimate. 
Also, like sampling and testing, the 
validity of the estimate is a function of 
the relative costs of Federal disposal 
requirements relative to existing State 
disposal requirements. Any change in 
the costs of disposal (positive or 
negative) would apply to all producers, 
not just those new as a result of this 
rule. 


The benefits and cost of this rule  
using the lower bound cost estimate are 
shown in Table 5a. The estimated net 
benefits of this rule amount to $18 
million in 2020, a benefit of $47 million 
in 2021, and a benefit of $79 million in 
2022. 


The benefits of this rule primarily 
include producer sales that  are 
estimated to be due to the hemp 
provisions in the 2018 Farm  Bill  and 
this rule which  enables  those 
provisions. Gross revenues represent the 
best proxy for consumer willingness to 
pay and social benefits.  17  As  the 
demand for and sales of hemp increase 
over time, the number of licensees is 
estimated to grow proportionally  (for 
the purposes of this analysis). As a  
result, we estimate the number of 
licensees (State, Tribal, or Federal) to 
increase from roughly 7,584 in 2020 to 
8,818 in 2021, to 10,054 in 2022 and 
beyond. 
BILLING CODE 3410–02–P 


estimate, we attribute all  licensing costs Farm Services Agency is a new    
to this rule even though we know that 
most, if not all, States already have 
some form of licensing as part of their 
2014 programs. So, if we only account 
for the licensing costs of producers 
enabled under this rule, the upper 


requirement that applies to all 
producers. As a result, the estimated 
cost associated with these provisions of 
the rule are identical in both upper and 
lower bound estimates. Similarly, the 
requirement of testing labs to submit 


17 We note that if gross willingness-to-pay is 


presented as a regulatory benefit, then marginal 
costs of production must be included as a line item 
in the regulatory cost analysis. An alternative, 
reduced-form approach would be to include only 
producer surplus (or the related concept of profits) 
and consumer surplus in the benefits analysis. 
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BILLING CODE 3410–02–C 


The net benefits in each of the three 
years have been discounted to reflect 
their present value and annualized. The 
results of these calculations are 
presented in Table 6 at using a discount 


rate of three percent and in Table 6a 
using a discount rate of seven percent. 
The final result of this analysis indicates 
that this rule is estimated  to  have 
annual net benefits of between 23 and 


47 million dollars at a discount rate of 
three percent and between 21 and 44 
million dollars at a discount rate of 
seven percent. 
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TABLE 6—ANNUALIZED COSTS, BENEFITS, AND NET BENEFIT 
[At 3 percent] 


 


 Lower bound Upper bound 


Benefit ...................................................................................................................................................................... $65,810,000 $65,810,000 
Cost .......................................................................................................................................................................... 19,016,000 43,172,000 


Net Benefit ........................................................................................................................................................ 46,794,000 22,638,000 


 
TABLE 6a—ANNUALIZED COSTS, BENEFITS, AND NET BENEFIT 


[At 7 percent] 
 


 Lower bound Upper bound 


Benefit ...................................................................................................................................................................... $62,440,000 $62,440,000 
Cost .......................................................................................................................................................................... 18,053,000 41,283,000 


Net Benefit ........................................................................................................................................................ 44,386,000 21,156,000 


 
Regulatory Flexibility Analysis 


Pursuant to the requirements set forth 
in the Regulatory Flexibility Act (5 
U.S.C. 601–612), AMS has considered 
the economic impact of this action on 
small entities. AMS has prepared this 
Regulatory Flexibility Analysis and has 
determined that this rule will have a 
significant economic impact on a 
substantial number of small businesses 
because many small businesses will not 
be able to participate in the hemp 
market without this rule. 


Reasons Action Is Being Considered 


The Agriculture Improvement Act of 
2018 mandates that States and Tribes 
submit to USDA plans for regulation of 
hemp to include procedures for 
information management, testing for 
THC, and compliance with the 
regulation. State and Tribal plans must 
be approved by USDA. If no State or 
Tribal Plan has been approved, then 


hemp producers in those States or 
Tribes may use the plan developed by 
USDA, unless prohibited by State or 
Tribal Law. 


Potentially Affected Small Entities 


The Small Business Administration 
(SBA) defines, in 13 CFR part 121, small 
agricultural producers as those having 
annual receipts of no more than 
$750,000. Unfortunately, very little data 
exists that shows the annual receipts of 
industrial hemp producers. To conduct 
this analysis, however, AMS utilized 
State acreage data and an estimate of 
gross revenue per acre received by 
producers calculated using the 2018 
Processor/Handler Production Reports 
to the Kentucky Department of 
Agriculture. USDA seeks comments on 
other reliable data sources that may be 
available. 


AMS used State acreage data by 
producer from three of the four States 


with the largest amount of licensed 
acreage to serve as a proxy for the 
portion of small producers nationwide. 
Together, Colorado, Oregon, and 
Kentucky make up about 47 percent of 
planted acreage and 45 percent of 
producer licenses nationwide, according 
to Vote Hemp data. While acreage data  
by producer was not available for 
Montana, its State department of 
agriculture reported that very few hemp 
operations in Montana received annual 
receipts in excess of $750,000 in 2018. 


Vote Hemp estimates that on average, 
about 70 percent of licensed acreage is 
planted. AMS applied this percentage to 
2018 licensed acreage data from 
Colorado, Oregon, and Kentucky to 
estimate 2018 cultivated acreage. The 
estimate of gross revenue per acre to 
producers of $3,293 was used to find the 
number of acres required to generate an 
annual receipt of $750,000. The result is 
shown in Table 7. 


 


 
 


With a gross revenue of $3,293 per 
acre, a producer with no more than 228 
acres would be considered small under 
SBA standards. Based on  this  estimate 
of gross revenue per acre, 99 percent of 
producers would meet the SBA  
definition of a small agricultural service 
firm. ‘‘Using estimated costs from the 
RIA, anticipated costs per entity that 
want to enter the hemp industry are 
expected to be about $2,941 in 2020,  
and $2,900 in 2021. However, entry into 
this market is voluntary and benefits are 


anticipated to outweigh the estimated 
costs.’’ 


Alternatives To Minimize Impacts of the 
Rule 


The actions in this rule are mandated 
by the 2018 Farm Bill, which enables 
States, Tribes, and USDA to establish 
rules and regulations for the domestic 
production of hemp.  The  statute 
requires USDA to develop criteria for 
approval of plans submitted  by  State 
and Tribal governments for regulation of 
domestic hemp production. If no State 


or Tribal Plan has been approved, then 
hemp producers in these States or 
Tribes may utilize the plan developed 
by USDA. These plans will promote 
consistency in regulations governing the 
legal production of hemp across the U.S. 


In developing the sampling 
procedures for the Federal Plan, AMS 
considered the protocols for sampling 
used by State departments of agriculture 
and by countries that regulate hemp 
production. In addition, AMS reviewed 
sampling methods recommended by 
Codex Alimentarius, which is the 
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central part of the Joint Food and 
Agriculture Organization (FAO)/World 
Health Organization (WHO) Food 
Standards Program and was established 
by FAO and WHO to protect consumer 
health and promote fair practices in 
food trade. After research and review of 
multiple sampling protocols, AMS 
adopted the best option among the 
alternatives. 


The 2018 Farm Bill mandates testing 
using post-decarboxylation or other 
similarly reliable methods where the 
total THC concentration level considers 
the potential to convert delta-9- 
tetrahydrocannabinolic acid (THC-A) 
into THC. Testing methodologies 
meeting these requirements include 
those using gas or liquid 
chromatography with detection. These 
methods are the industry standard for 
post-decarboxylation testing. While 
these methods were chosen by AMS as 
the best option for testing, alternative 
sampling and testing protocols will be 
considered if they are comparable to the 
baseline mandated by the 2018 Farm  
Bill and established under the  USDA 
Plan and Procedures. 


Alternatives to the selected 
procedures for sampling and testing for 
THC content included connecting a 
producer lot of cultivated hemp to a 
standard unit of measure. AMS 
considered describing one lot as one 
acre of hemp. This alternative was 
abandoned, however, as it would have 
required every acre of hemp to be 
sampled and tested, which would have 
resulted in high costs to producers and 
overwhelming volume to laboratories. 


Good Cause Analysis 


Pursuant to the Administrative 
Procedure Act (APA), notice and 
comment are not required prior to the 
issuance of a final rule if an agency, for 
good cause, finds that ‘‘notice and 
public procedure thereon are 
impracticable, unnecessary, or contrary 
to the public interest.’’ (5 U.S.C. 
553(b)(B)). 


USDA recognizes that  courts  have 
held that the good cause exception to 
notice and comment rulemaking is to be 
narrowly construed and only reluctantly 
countenanced. USDA does not  take 
lightly its decision to forego a formal 
notice and comment process, but under  
a totality of the circumstances analysis, 
has concluded that this  interim  final 
rule (IFR), accompanied by a 60-day 
comment period, best balances 
Congress’s interest in the expeditious 
implementation of a regulatory program 
for domestic hemp production with its 
longstanding interest in ensuring that an 
agency’s decisions be informed and 
responsive. The IFR will also provide 


sorely needed guidance to the many 
stakeholders whose coordinated efforts 
are critical to the success of the  
domestic hemp production economy, 
and will serve the public’s interest by 
expediting hemp entry into that market. 


Congress’s intention that USDA 
expeditiously develop a regulatory 
program for domestic hemp production 
is clear from language in the Agriculture 
Improvement Act of 2018, Public Law 
115–334 (2018 Farm Bill), which the 
President signed into law on December 
20, 2018. The 2018 Farm Bill amended 
the Agricultural Marketing Act of 1946 
(Act) (7 U.S.C. 1621 et seq.) by adding 
subtitle G, Hemp Production. Upon 
enactment of the 2018 Farm Bill, hemp, 
as defined therein, is no longer a 
controlled substance. Section 10114 of 
the 2018 Farm Bill further clarifies that 
the interstate commerce of hemp is not 
prohibited, and that States and Indian 
Tribes cannot prohibit  the 
transportation or shipment of hemp or 
hemp products produced in accordance 
with the Agricultural Marketing Act of 
1946 through the State or territory of the 
Indian Tribe. However, the Act  also 
states that it is unlawful to produce 
hemp unless produced pursuant to a 
State,  Tribal,  or  USDA  plan.  See  7 
U.S.C. 1639p(a)(1) and 1639q(c)(1). 
Congress provided that the Secretary 
approve or disapprove of any State or 
Tribal plan within 60 days of its 
submission. 7 U.S.C. 1639(p)(b). 


In order to meet this 60-day approval 
deadline, Congress understood that 
USDA would need time to establish its 
own plan and develop a process for 
quickly (i.e., within 60 days of 
submission) approving or disapproving 
of State and Tribal plans. Although the 
Act does not contain an express end-  
date by which such regulations and 
guidelines must be issued, in section 
10113 of the 2018 Farm Bill, Congress 
provided that ‘‘[t]he Secretary shall 
promulgate regulations  and  guidelines 
to implement this subtitle  as 
expeditiously as practicable.’’ (emphasis 
added). ‘‘To ensure that the Secretary 
moved forward with issuing regulations 
in as timely a fashion as possible,’’  the 
Act requires the Secretary to 
‘‘periodically report to Congress with 
updates regarding implementation  of 
this title.’’ H.R. Rep. 115–1072, at 738 
(Dec. 10, 2018) (Conf. Rep.). 


USDA takes seriously Congress’s 
directive to issue regulations as 
expeditiously as practicable. USDA also 
understands that while Congress did not 
expect USDA to issue regulations within 
60 days, it also did not anticipate the 
process extending two years into 2021. 
This is apparent from Congress’s 
continued legislation on hemp. In 


Section 107 of the Additional 
Supplemental Appropriations for 
Disaster Relief Act, 2019, Public Law 
116–20, (Disaster Relief Act), Congress 
required: ‘‘Beginning not later than the 
2020 reinsurance year, the Federal Crop 
Insurance Corporation [FCIC] shall offer 
coverage under the whole farm revenue 
protection insurance policy (or a 
successor policy or plan of insurance) 
for hemp (as defined in section 297A of 
the Agricultural Marketing Act of 1946 
(7 U.S.C. 1639o)).’’ Congress anticipated 
that regulations governing the interstate 
commerce of hemp would be issued 
prior to 2020; otherwise, the deadline in 
Section 107 of the Disaster Relief Act 
would be irrelevant. Additionally, 
several Members of Congress and 
Senators urged USDA to expedite the 
rulemaking or take steps to allow 
farmers to begin hemp production in 
2019. 


Despite USDA’s diligence, the 
complexity of establishing a new 
regulatory program for domestic hemp 
production, a crop that could not be 
legally grown on a commercial basis 
under Federal law for several decades, 
has taken a substantial amount of time 
and resources. Adding a formal notice 
and comment period on top of that  
would push the effective date of USDA’s 
domestic hemp production regulatory 
program well beyond 2020 and into 
2021. This IFR effectuates Congress’s 
will, which is one of several factors that 
provide good cause to justify foregoing 
a notice and comment period. 


A second factor justifying good cause  
is that this rule not only affects AMS’s 
ability to implement the congressionally 
mandated regulatory framework for a 
domestic program, but also provides 
critical guidance to numerous 
stakeholders that anxiously await the 
publication of this IFR. The FCIC’s 
insurance policy program discussed 
above is just one of these. For FCIC to 
offer the whole farm revenue protection 
insurance policy in 2020 to lawful 
producers of hemp under the Act, the  
IFR must take effect this fall to provide 
the Risk Management Agency (RMA) 
sufficient time to take the necessary 
steps to authorize FCIC to offer the 
insurance coverage and for producers to 
engage in activities to qualify for the 
coverage for their hemp production. 


In addition, the FSA, the Rural 
Business-Cooperative Service, and the 
Natural Resources and Conservation 
Service provide financial incentives and 
support used by agricultural producers 
and private sector entities. These 
agencies similarly need regulatory 
guidance to develop commercial 
instruments such as loan documents, re- 
insurance contracts, and commodity 
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disaster program provisions that are 
typically done on a crop year basis. 


Individuals and commercial entities 
also need the IFR’s guidance to engage   
in the production, harvesting, 
transportation, storage, and processing 
of hemp and hemp products. Absent an 
interim rule promptly implementing the 
regulatory program required by the 2018 
Farm Bill, there are no procedures in 
place to determine whether a cannabis 
crop qualifies as hemp as defined in 
section 297A of the Agricultural 
Marketing Act of 1946. It is necessary to 
issue the IFR  now  to  provide 
individuals and entities  sufficient  time 
to make the required plans and 
purchases and to obtain financing ahead 
of planting hemp in 2020. 


The banking industry is awaiting 
these regulations in order to develop 
guidance regarding deposits derived 
from hemp operations. Without these 
regulations, the banking industry is not 
willing to take the risk of accepting 
deposits or lending money to these 
businesses. Additionally, with the IFR 
effective this fall, producers will be able 
to plan and execute the steps necessary 
to plant during the 2020 crop year. 
Those steps include identifying the land 
and acreage for the planting, contract for 
seed and other supplies, obtain 
financing, and identify and contract 
with potential buyers. Those steps are 
also necessary for producers to qualify 
for the USDA programs and products 
described above. 


Finally, and importantly, law 
enforcement needs guidance from the 
IFR. While the States and  Tribes  may 
not prohibit the transportation of hemp 
produced under the 2014 Farm Bill, law 
enforcement does not currently have the 
means to quickly verify whether the 
cannabis being transported is hemp or 
marijuana. The IFR will assist law 
enforcement in identifying lawfully- 
produced hemp versus other forms of 
cannabis that may not be lawfully 
transported in interstate commerce. 


Adding a formal notice and comment 
period would push the effective date of 
USDA’s regulatory program well beyond 
2020 and into 2021 and delay the 
guidance these  stakeholders  sorely 
need. 


A third factor justifying good cause 
for this rule is that the Administrator 
has solicited comments through 
listening sessions and webinar that 
solicited the public participation and 
consultations with State and Tribal 
officials.18 He is also allowing for a 60- 


 


18 For example, public comments from the March 
19, 2019 webinar can be found at https:// 
www.ams.usda.gov/rules-regulations/farmbill- 
hemp/webinar-comments. 


day comment period for this IFR. The 
Administrator recognizes the value of 
public comment to refine the IFR and 
will keep an open mind as to any and   
all comment submissions. All written 
comments timely received will be 
considered before a final determination 
is made on this matter. 


Finally, a fourth factor justifying good 
cause for the IFR is the public’s interest 
in expediting the ability of the nation’s 
farmers to enter the new agricultural 
market presented by hemp. As 
explained in the regulatory impact 
analysis above, USDA estimates that the 
industry should gain annualized 
benefits of almost $66 million once the 
rule becomes effective and the domestic 
hemp production program is 
implemented. Any delay in the issuing 
regulations will cause producers to 
forgo realizing those benefits in 2020. In 
fact, earlier this year, USDA faced 
litigation from a party who believed that 
the language in 7 U.S.C. 1639(p)(b) 
required USDA to approve State and 
tribal plans submitted to it in 60 days 
as soon as the law went into effect. See 
Flandreau Santee Sioux Tribe v. United 
States Dep’t of Agriculture et al., 4:19– 
cv–04094–KES (D.S.D.). The end of the 
spring planting season temporarily 
lowered the urgency felt by farmers 
seeking to enter the hemp market, but 
fall preparations for spring 2020’s 
planting season are fast approaching. 
USDA has no doubt that it will again be 
subject to litigation if the IFR is not 
adopted in time for parties to prepare 
for the 2020 spring planting season. 


Accordingly, the Administrator finds 
that, under the totality of the 
circumstances presented, there is good 
cause to forego notice and comment 
through the issuance of a notice of 
proposed  rulemaking.  By  publishing 
this rule and making it effective this fall, 
USDA  is  complying  with  Congress’s 
will, providing sorely needed  guidance 
to all stakeholders, permitting public 
comment, and serving the public’s 
interest in engaging in a new and 
promising economic endeavor. For 
similar reasons, the Administrator also 
finds good cause for the IFR to be 
effective upon publication  in  the 
Federal Register. 


List of Subjects in 7 CFR Part 990 


Acceptable hemp THC level, 
Agricultural commodities, Cannabis, 
Corrective action plan, Delta-9 
tetrahydrocannabinol, Drugs, Dry 
weight basis, Hemp, High-performance 
liquid chromatography, Laboratories, 
Marijuana. 


■ For the reasons set forth in the 
preamble, and under authority of 7 
U.S.C. 601–674 and Public Law 107– 


171, add 7 CFR part 990 to read as 
follows: 


PART 990—DOMESTIC HEMP 
PRODUCTION PROGRAM 
Subpart A—Definitions 
Sec. 
990.1 Meaning of terms. 


Subpart B—State and Tribal Hemp 
Production Plans 
990.2 State and Tribal plans; General 


authority. 
990.3 State and Tribal plans; Plan 


requirements. 
990.4 USDA approval of State and Tribal 


plans. 
990.5 Audit of State or Tribal plan 


compliance. 
990.6 Violations of State and Tribal plans. 
990.7 Establishing records with USDA Farm 


Service Agency. 
990.8 Production under Federal law. 


Subpart C—USDA Hemp Production Plan 
990.20 USDA requirements for the 


production of hemp. 
990.21 USDA hemp producer license. 
990.22 USDA hemp producer license 


approval. 
990.23 Reporting hemp crop acreage with 


USDA Farm Service Agency. 
990.24 Responsibility of a USDA licensed 


producer prior to harvest. 
990.25 Standards of performance for 


detecting delta-9 tetrahydrocannabinol 
(THC) concentration levels. 


990.26 Responsibility of a USDA producer 
after laboratory testing is performed. 


990.27 Non-compliant cannabis plants. 
990.28 Compliance. 
990.29 Violations. 
990.30 USDA producers; License 


suspension. 
990.31 USDA licensees; Revocation. 
990.32 Recordkeeping requirements. 


Subpart D—Appeals 
990.40 General adverse action appeal 


process. 
990.41 Appeals under the USDA hemp 


production plan. 
990.42 Appeals under a State or Tribal 


hemp production plan. 


Subpart E—Administrative Provisions 
990.60 Agents. 
990.61 Severability. 
990.62 Expiration of this part. 
990.63 Interstate transportation of hemp. 


Subpart F—Reporting Requirements 
990.70 State and Tribal hemp reporting 


requirements. 
990.71 USDA plan reporting requirements. 


Authority: 7 U.S.C. 1639o note, 1639p, 
16939q, and 1639r. 


Subpart A—Definitions 
§ 990.1 Meaning of terms. 


Words used in this subpart in the 
singular form shall be deemed to impart 
the plural, and vice versa, as the case 
may demand. For the purposes of 
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provisions and regulations of this part, 
unless the context otherwise requires, 
the following terms shall be construed, 
respectively, to mean: 


Acceptable hemp THC level. When a 
laboratory tests a sample, it must report 
the delta-9  tetrahydrocannabinol 
content concentration level on a dry 
weight basis and the measurement of 
uncertainty. The acceptable hemp THC 
level for the purpose of compliance with 
the requirements of State, Tribal, or 
USDA hemp plans is when the  
application of the measurement of 
uncertainty to the reported delta-9 
tetrahydrocannabinol content 
concentration level on a  dry  weight 
basis produces a distribution or range 
that includes 0.3% or less. For example, 
if the reported delta-9 
tetrahydrocannabinol content 
concentration level on a  dry  weight 
basis is 0.35% and the measurement of 
uncertainty is +/¥0.06%, the measured 
delta-9 tetrahydrocannabinol content 
concentration level on a  dry  weight 
basis for this sample ranges from 0.29% 
to 0.41%. Because 0.3% is within the 
distribution or range, the sample is 
within the acceptable hemp THC level 
for the purpose of plan compliance. 
This definition of ‘‘acceptable hemp 
THC level’’ affects neither the statutory 
definition of hemp, 7 U.S.C. 1639o(1), in 
the 2018 Farm Bill nor the definition of 
‘‘marihuana,’’ 21 U.S.C. 802(16), in the 
CSA. 


Act. Agricultural Marketing Act of 
1946. 


Agricultural Marketing Service or 
AMS. The Agricultural Marketing 
Service of the U.S. Department of 
Agriculture. 


Applicant. An applicant is: 
(1) A State or Indian Tribe that has 


submitted a State or Tribal hemp 
production plan to USDA for approval 
under this part; or 


(2) A producer in a State or territory 
of an Indian Tribe who is not subject to 
a State or Tribal hemp production plan 
and who has submitted an application 
for a license under the USDA hemp 
production plan under this part. 


Cannabis. A genus of flowering plants 
in the family Cannabaceae of which 
Cannabis sativa is a species,  and 
Cannabis indica and Cannabis ruderalis 
are subspecies thereof. Cannabis refers 
to any form of the plant in which the 
delta-9 tetrahydrocannabinol 
concentration on a dry weight basis has 
not yet been determined. 


Controlled Substances Act (CSA). The 
Controlled Substances Act as codified in 
21 U.S.C. 801 et seq. 


Conviction. Means any plea of guilty 
or nolo contendere, or any finding of 
guilt, except when the finding of guilt 


is subsequently overturned on appeal, 
pardoned, or expunged. For purposes of 
this part, a  conviction  is  expunged 
when the conviction is removed  from 
the individual’s criminal history record 
and there are no legal disabilities or 
restrictions associated with the 
expunged conviction, other than the fact 
that the conviction may be used for 
sentencing purposes for subsequent 
convictions. In addition, where an 
individual is allowed to withdraw an 
original plea of guilty  or  nolo 
contendere and enter a plea of not guilty 
and the case is subsequently dismissed, 
the individual is  no  longer  considered 
to have a conviction for purposes of this 
part. 


Corrective action plan. A plan 
established by a State, Tribal 
government, or USDA for a licensed 
hemp producer to correct a negligent 
violation or non-compliance with a 
hemp production plan and this part. 


Criminal History Report. Criminal 
history report means the Federal Bureau 
of Investigation’s Identity History 
Summary. 


Culpable mental state greater than 
negligence. To act intentionally, 
knowingly, willfully, or recklessly. 


Decarboxylated. The completion of 
the chemical reaction that converts 
THC-acid (THC-A) into delta-9-THC, the 
intoxicating component of cannabis. 
The decarboxylated value is also 
calculated using a conversion formula 
that sums delta-9-THC and eighty-seven 
and seven tenths (87.7) percent of THC- 
acid. 


Decarboxylation. The removal or 
elimination of carboxyl group from a 
molecule or organic compound. 


Delta-9 tetrahydrocannabinol or THC. 
Delta-9-THC is  the  primary 
psychoactive component of cannabis. 
For the purposes of this part, delta-9- 
THC and THC are interchangeable. 


Drug Enforcement Administration or 
DEA. The United States Drug 
Enforcement Administration. 


Dry weight basis. The ratio of the 
amount of moisture in a sample to the 
amount of dry solid in a sample. A basis 
for expressing the percentage of a 
chemical in a substance after removing 
the moisture from the substance. 
Percentage of THC on a dry weight basis 
means the percentage of  THC,  by 
weight, in a cannabis item  (plant, 
extract, or other derivative), after 
excluding moisture from the item. 


Entity. A corporation, joint stock 
company, association, limited 
partnership, limited liability 
partnership, limited liability company, 
irrevocable trust, estate, charitable 
organization, or other similar 
organization, including any such 


organization participating in the hemp 
production as a partner in a general 
partnership, a participant in a joint 
venture, or a participant in a similar 
organization. 


Farm Service Agency or FSA. An 
agency of the United States Department 
of Agriculture. 


Gas chromatography or GC. A type of 
chromatography in analytical chemistry 
used to separate, identify, and quantify 
each component in a mixture. GC relies 
on heat for separating and analyzing 
compounds that can be vaporized 
without decomposition. 


Geospatial location. For the  purposes 
of this part, ‘‘geospatial location’’ means 
a location designated through a global 
system of navigational satellites used to 
determine the precise ground  position 
of a place or object. 


Handle. To harvest or store hemp 
plants or hemp plant parts prior to the 
delivery of such plants or plant parts for 
further processing. ‘‘Handle’’ also 
includes the disposal of cannabis plants 
that are not hemp for purposes of 
chemical analysis and disposal of such 
plants. 


Hemp. The plant species Cannabis 
sativa L. and any part of that plant, 
including the seeds thereof and all 
derivatives, extracts, cannabinoids, 
isomers, acids, salts, and salts of 
isomers, whether growing or not, with a 
delta-9 tetrahydrocannabinol 
concentration of not more than 0.3 
percent on a dry weight basis. 


High-performance  liquid 
chromatography or HPLC. A type of 
chromatography technique in analytical 
chemistry used to separate, identify, and 
quantify each component in a mixture. 
HPLC relies on pumps to pass a 
pressurized liquid  solvent  containing 
the sample mixture through a column 
filled with a solid adsorbent material to 
separate and analyze compounds. 


Indian Tribe. As defined in section 4 
of the Indian Self-Determination and 
Education Assistance Act (25 U.S.C. 
5304). 


Information sharing system. The 
database mandated under the Act which 
allows USDA to share information 
collected under State, Tribal, and USDA 
plans with Federal, State, Tribal, and 
local law enforcement. 


Key participants. A sole proprietor, a 
partner in partnership, or a person with 
executive managerial control in a 
corporation. A person with executive 
managerial control includes persons 
such as a chief executive officer, chief 
operating officer and chief financial 
officer. This definition does not include 
non-executive managers such as farm, 
field, or shift managers. 
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Law enforcement agency. Any 
Federal, State, or local law enforcement 
agency. 


Lot. A contiguous area in a field, 
greenhouse, or indoor growing structure 
containing the same variety or strain of 
cannabis throughout the area. 


Marijuana. As defined in the  CSA, 
‘‘marihuana’’ means all parts  of  the 
plant Cannabis sativa L., whether 
growing or not; the seeds thereof; the 
resin extracted from any part of such 
plant; and every compound, 
manufacture, salt,  derivative,  mixture, 
or preparation of such plant, its seeds or 
resin. The term ‘marihuana’ does not 
include hemp, as defined in  section 
297A of the Agricultural Marketing Act 
of 1946, and does not include  the 
mature stalks of such plant, fiber 
produced from such stalks, oil or cake 
made from the seeds of such plant, any 
other compound, manufacture, salt, 
derivative, mixture, or preparation of 
such mature stalks (except the resin 
extracted therefrom), fiber, oil, or cake, 
or the sterilized seed of such plant  
which is incapable of germination (7 
U.S.C. 1639o). ‘‘Marihuana’’ means all 
cannabis that tests as having a 
concentration level of THC on a dry 
weight basis of higher than 0.3 percent. 


Measurement of Uncertainty (MU). 
The parameter, associated with the 
result of a measurement, that 
characterizes the dispersion of the 
values that could reasonably be 
attributed to the particular quantity 
subject to measurement. 


Negligence. Failure to exercise the 
level of care that a reasonably prudent 
person would exercise in complying 
with the regulations set forth under this 
part. 


Phytocannabinoid. Cannabinoid 
chemical compounds found in the 
cannabis plant, two of which are Delta- 
9 tetrahydrocannabinol (delta-9 THC) 
and cannabidiol (CBD). 


Plan. A set of criteria or regulations 
under which a State or Tribal 
government, or USDA, monitors and 
regulates the production of hemp. 


Postdecarboxylation. In the context of 
testing methodologies for THC 
concentration levels in hemp, means a 
value determined after the process of 
decarboxylation that determines the 
total potential delta-9 
tetrahydrocannabinol content derived 
from the sum of the THC and THC-A 
content and reported on a dry weight 
basis. The postdecarboxylation value of 
THC can be calculated by using a 
chromatograph technique using  heat, 
gas chromatography, through which 
THCA is converted from its acid form to 
its neutral form, THC. Thus, this test 
calculates the total potential THC in a 


given sample. The postdecarboxylation 
value of THC can also be calculated by 
using a high-performance liquid 
chromatograph technique, which keeps 
the THC-A intact, and requires a 
conversion calculation of that THC-A to 
calculate total potential THC in a given 
sample. See the definition for 
decarboxylation. 


Produce. To grow hemp plants for 
market, or for cultivation for market, in 
the United States. 


Producer. Producer means a producer 
as defined in 7 CFR 718.2 that is  
licensed or authorized to produce hemp 
under this part. 


Reverse distributor. A person who is 
registered with the DEA in accordance 
with 21 CFR 1317.15 to dispose of 
marijuana under the Controlled 
Substances Act. 


Secretary. The Secretary of 
Agriculture of the United States. 


State. Any one of the fifty  States  of 
the United States of America, the  
District of Columbia,  the 
Commonwealth of Puerto Rico, and any 
other territory or possession of the 
United States. 


State department of agriculture. The 
agency, commission, or department of a 
State government responsible for 
agriculture in the State. 


Territory of the Indian Tribe has the 
same meaning as ‘‘Indian Country’’ in 
18 U.S.C. 1151. 


Tribal government. The governing 
body of an Indian Tribe. 


USDA licensed hemp producer or 
licensee. A person, partnership, or 
corporation authorized by USDA to 
produce hemp. 


Subpart B—State and Tribal Hemp 
Production Plans 
§ 990.2 State and Tribal plans; General 
authority. 


States or Indian Tribes desiring to 
have primary regulatory authority over 
the production of hemp in the State or 
territory of the Indian Tribe for which 
it has jurisdiction shall submit to the 
Secretary for approval, through the State 
department of agriculture (in 
consultation with the  Governor  and 
chief law enforcement officer of the 
State) or the Tribal government, as 
applicable, a plan under which the State 
or Indian Tribe monitors and regulates 
that production. 


§ 990.3 State and Tribal plans; Plan 
requirements. 


(a) General requirements. A State or 
Tribal plan submitted to the Secretary 
for approval must include the practice 
and procedures described in this 
paragraph (a). 


(1) A State or Tribal  plan  must 
include a practice to collect, maintain, 
and report to the Secretary relevant, 
real-time information for each producer 
licensed or authorized to produce hemp 
under the State or Tribal plan  regarding: 


(i) Contact information as described  in 
§ 990.70(a)(1); 


(ii) A legal description of the land on 
which the producer will produce hemp 
in the State or territory of the Indian 
Tribe including, to the extent 
practicable, its geospatial location; and 


(iii) The status and number of the 
producer’s license or authorization. 


(2) A State or Tribal plan must 
include a procedure for accurate and 
effective sampling of all hemp 
produced, to include the requirements 
in this paragraph (a)(2). 


(i) Within 15 days prior to the 
anticipated harvest of cannabis plants, a 
Federal, State, local, or Tribal law 
enforcement agency or other Federal, 
State, or Tribal designated person shall 
collect samples from the flower material 
from such cannabis plants for delta-9 
tetrahydrocannabinol concentration 
level testing as described in §§ 990.24 
and 990.25. 


(ii) The method used for sampling 
from the flower material of the cannabis 
plant must be sufficient at a confidence 
level of 95 percent that no more than  
one percent (1%) of the plants in the lot 
would exceed the acceptable hemp THC 
level. The method used for sampling 
must ensure that a representative 
sample is collected that represents a 
homogeneous composition of the lot. 


(iii) During a scheduled sample 
collection, the producer or  an 
authorized representative of the 
producer shall be present at the growing 
site. 


(iv) Representatives of the sampling 
agency shall be provided with complete 
and unrestricted access during business 
hours to all hemp and other cannabis 
plants, whether growing or harvested, 
and all land, buildings, and other 
structures used for the cultivation, 
handling, and storage of all hemp and 
other cannabis plants, and all locations 
listed in the producer license. 


(v) A producer shall not harvest the 
cannabis crop prior to samples being 
taken. 


(3) A State or Tribal plan must 
include a procedure for testing that is 
able to accurately identify whether the 
sample contains a delta-9 
tetrahydrocannabinol content 
concentration level that exceeds the 
acceptable hemp THC level. The 
procedure must include a validated 
testing methodology that uses 
postdecarboxylation or other similarly 
reliable methods. The testing 
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methodology must consider  the 
potential conversion of delta-9 
tetrahydrocannabinolic acid (THC-A) in 
hemp into THC and the test result 
measures total available THC derived 
from the sum of the THC and THC-A 
content. Testing methodologies meeting 
the requirements of this paragraph (a)(3) 
include, but are not limited to, gas or 
liquid chromatography with detection. 
The total THC concentration level shall 
be determined and reported on a dry 
weight basis. 


(i) Any test of a representative sample 
resulting in higher than the acceptable 
hemp THC level shall be conclusive 
evidence that the lot represented by the 
sample is not in compliance with this 
part. Lots tested and not certified by the 
DEA-registered laboratory at or below 
the acceptable hemp THC level may not 
be further handled, processed or enter 
the stream of commerce and the 
producer shall ensure the lot is disposed 
of in accordance with § 990.27. 


(ii) Samples of hemp plant material 
from one lot shall not be commingled 
with hemp plant material from other 
lots. 


(iii) Analytical testing for purposes of 
detecting the concentration levels  of 
THC shall meet the following standards: 


(A) Laboratory quality assurance must 
ensure the validity and reliability of test 
results; 


(B) Analytical method selection, 
validation, and verification must ensure 
that the testing method used is 
appropriate (fit for purpose), and that 
the laboratory can successfully perform 
the testing; 


(C) The demonstration of testing 
validity must ensure consistent, 
accurate analytical performance; 


(D) Method performance 
specifications must ensure analytical 
tests are sufficiently sensitive for the 
purposes of the detectability 
requirements of this part; and 


(E) An effective disposal procedure 
for hemp plants that are produced that 
do not meet the requirements of this 
part. The procedure must be in 
accordance with DEA reverse distributor 
regulations found at 21 CFR 1317.15. 


(F) Measurement of uncertainty (MU) 
must be estimated and reported with 
test results. Laboratories shall use 
appropriate, validated methods and 
procedures for all testing activities and 
evaluate measurement of uncertainty. 


(4) A State or Indian Tribe shall 
promptly notify the Administrator by 
certified mail or electronically of any 
occurrence of cannabis plants or plant 
material that do not meet the definition 
of hemp in this part and attach the 
records demonstrating the appropriate 
disposal of all of those plants and 


materials in the lot from which the 
representative samples were taken. 


(5) A State or Tribal plan  must 
include a procedure to comply with the 
enforcement procedures in § 990.6. 


(6) A State or Tribal plan must 
include a procedure for conducting 
annual inspections of, at a minimum, a 
random sample of producers to verify 
that hemp is not produced in violation 
of this part. These procedures must 
enforce the terms of violations as stated 
in the Act and defined under § 990.6. 


(7) A State or Tribal  plan  must 
include a procedure for submitting the 
information described in § 990.70 to the 
Secretary not more than 30 days after 
the date on which the information is 
received. All such information must be 
submitted to the USDA in a format that 
is compatible with USDA’s information 
sharing system. 


(8) The State or Tribal government 
must certify that the State or Indian 
Tribe has the resources and personnel to 
carry out the practices and procedures 
described in paragraphs (a)(1) through 
(7) of this section. 


(9) The State or Tribal plan must 
include a procedure to share 
information with USDA to support the 
information sharing requirements in 7 
U.S.C. 1639q(d). The procedure must 
include the requirements described in 
this paragraph (a)(9). 


(i) The State or Tribal plan shall 
require producers to report their hemp 
crop acreage to the FSA, consistent with 
the requirement in § 990.7. 


(ii) The State or Tribal government 
shall assign each producer with a 
license or authorization identifier in a 
format prescribed by USDA. 


(iii) The State or Tribal government 
shall require producers to report the 
total acreage of hemp planted, 
harvested, and, if applicable, disposed. 
The State or Tribal government shall 
collect this information and report it to 
AMS. 


(b) Relation to State  and  Tribal  law. 
A State or Tribal plan may include any 
other practice or procedure established 
by a State or Indian Tribe, as applicable; 
Provided, That the practice or procedure 
is consistent with this part and Subtitle 
G of the Act. 


(1) No preemption. Nothing in this 
part preempts or limits any law of a 
State or Indian Tribe that: 


(i) Regulates the production of hemp; 
and 


(ii) Is more stringent than this part or 
Subtitle G of the Act. 


(2) References in plans. A State or 
Tribal plan may include a reference to 
a law of the State or Indian Tribe 
regulating the production of hemp, to 


the extent that the law is consistent with 
this part. 


§ 990.4 USDA approval of State and Tribal 
plans. 


(a) General authority. No plans will be 
accepted by USDA prior to October 31, 
2019. No later than 60 calendar days 
after the receipt of a State or Tribal plan 
for a State or Tribal Nation in which 
production of hemp is legal, the  
Secretary shall: 


(1) Approve the State or Tribal plan 
only if the State or Tribal plan complies 
with this part; or 


(2) Disapprove the State or Tribal plan 
if the State or Tribal plan does not 
comply with this part. USDA shall 
provide written notification to the State 
or Tribe of the disapproval and the 
cause for the disapproval. 


(b) Amended plans. A State or Tribal 
government, as applicable, must submit 
to the Secretary an amended plan if: 


(1) The Secretary disapproves a State 
or Tribal plan if the State or Tribe   
wishes to have primary jurisdiction over 
hemp production within its State or 
territory of the Indian Tribe; or 


(2) The State or Tribe makes 
substantive revisions to its plan or its 
laws which alter the way the plan meets 
the requirements of this part. If this 
occurs, the State or Tribal government 
must re-submit the plan with any 
modifications based on laws and 
regulation changes for USDA approval. 
Such  re-submissions  should  be 
provided to USDA within 365 days from 
the date that the State or Tribal laws and 
regulations are effective. Producers shall 
continue to comply with the 
requirements of the existing plan while 
such modifications are under 
consideration by USDA.  If  State  or 
Tribal government laws  or  regulations 
in effect under the USDA-approved plan 
change but the State or Tribal 
government does not re-submit a 
modified plan within one year from the 
effective date of the new law or 
regulation, the existing plan is revoked. 


(3) USDA approval of State or Tribal 
government plans shall remain in effect 
unless an amended plan must be 
submitted to USDA because of a 
substantive revision to a State’s or 
Tribe’s plan, a relevant change in State 
or Tribal laws or regulations, or 
approval of the plan is revoked by  
USDA. 


(c) Technical   assistance.   The 
Secretary may provide technical 
assistance to help a State or Indian Tribe 
develop or amend a plan. This may 
include the review of draft  plans  or 
other informal consultation  as 
necessary. 
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(d) Approved State or Tribal plans. If 
the Secretary approves a State or Tribal 
plan, the Secretary shall notify the State 
or Tribe by letter or email. 


(1) In addition to the approval letter, 
the State or Tribe shall receive their 
plan approval certificate either as an 
attachment or assessable via website 
link. 


(2) The USDA shall post information 
regarding approved plans on its website. 


(3) USDA approval of State or Tribal 
government plans shall remain in effect 
unless: 


(i) The State or Tribal government 
laws and regulations in effect under the 
USDA-approved plan change, thus 
requiring such plan to be re-submitted 
for USDA approval. 


(ii) A State or Tribal plan must be 
amended in order to comply with 
amendments to Subtitle G the Act and 
this part. 


(e) Producer rights upon revocation of 
State or Tribal plan. If USDA revokes 
approval of the State or Tribal plan due 
to noncompliance as defined in § 990.5, 
producers licensed or authorized to 
produce hemp under the revoked State 
or Tribal plan may continue to produce 
for the remainder of the calendar year in 
which the revocation became effective. 
Producers may then apply to be licensed 
under the USDA plan for 90 days after 
the notification even if the time period 
does note coincide with the annual 
application window. 


§ 990.5 Audit of State or Tribal plan 
compliance. 


The Secretary may conduct an audit 
of the compliance of a State or Indian 
Tribe with an approved plan. 


(a) Frequency of audits. Compliance 
audits may be scheduled, at minimum, 
once every three years and may include 
an onsite-visit, a desk-audit, or both.  
The USDA may adjust the frequency of 
audits if deemed appropriate based on 
program performance, compliance 
issues, or other relevant factors 
identified and provided to the State or 
Tribal governments by USDA. 


(b) Scope of audit review. The audit 
may include, but is not limited to, a 
review of the following: 


(1) The resources and personnel 
employed to administer and oversee its 
approved plan; 


(2) The process for licensing and 
systematic compliance review of hemp 
producers; 


(3) Sampling methods and laboratory 
testing requirements and components; 


(4) Disposal of non-compliant hemp 
plants or hemp plant material practices, 
to ensure that correct reporting to the 
USDA has occurred; 


(5) Results of and methodology used 
for the annual inspections of producers; 
and 


(6) Information collection procedures 
and information accuracy (i.e., 
geospatial location, contact information 
reported to the USDA, legal description 
of land). 


(c) Audit reports. (1) Audit reports 
will be issued to the State or Tribal 
government within 60 days after the 
audit concluded. If the audit reveals that 
the State or Tribal government is not in 
compliance with its USDA approved 
plan, USDA will advise the State or 
Indian Tribe of non-compliances and 
the corrective measures that must be 
completed to come into compliance 
with the regulations in this part. The 
USDA will require the State or Tribe to 
develop a corrective action plan, which 
will be reviewed and approved by the 
USDA, and the State or Tribe will be 
able to demonstrate its compliance with 
the regulations in this part through a 
second audit by USDA. If the State or 
Tribe requests USDA assistance to 
develop a corrective action plan in the 
case of a first instance of 
noncompliance, the State or Tribe must 
request this assistance not later than 30 
days after the issuance of the audit 
report. The USDA will approve or deny 
the corrective action plan within 60 
days of its receipt. 


(2) If the USDA determines that the 
State or Indian Tribe is not  in 
compliance after the second audit, the 
USDA may revoke its approval of the 
State or Tribal plan for a period not to 
exceed one year. USDA will not approve   
a State or Indian Tribe’s plan until the 
State or Indian Tribe demonstrates upon 
inspection that it is in compliance with 
all regulations in this part. 


§ 990.6 Violations of State and Tribal 
plans. 


(a) Producer violations. Producer 
violations of USDA-approved State and 
Tribal hemp production plans shall be 
subject to enforcement in accordance 
with the terms of this section. 


(b) Negligent violations. Each USDA- 
approved State or Tribal plan shall 
contain provisions relating to negligent 
producer violations as defined under 
this part. Negligent violations shall 
include, but not be limited to: 


(1) Failure to provide a legal 
description of land on which the 
producer produces hemp; 


(2) Failure to obtain a license or other 
required authorization from the State 
department of agriculture or Tribal 
government, as applicable; or 


(3) Production of cannabis with a 
delta-9 tetrahydrocannabinol 
concentration exceeding the acceptable 


hemp THC level. Hemp  producers  do 
not commit a negligent violation under 
this paragraph (b)(3) if they make 
reasonable efforts to grow hemp and the 
cannabis (marijuana) does not have a 
delta-9 tetrahydrocannabinol 
concentration of more than 0.5 percent 
on a dry weight basis. 


(c) Corrective action for negligent 
violations. Each USDA-approved State 
or Tribal plan shall contain rules and 
regulations providing for the correction 
of negligent violations. Each correction 
action plan shall include, at minimum, 
the following terms: 


(1) A reasonable date by which the 
producer shall correct the negligent 
violation. 


(2) A requirement that the producer 
shall periodically report to the State 
department of agriculture or Tribal 
government, as applicable, on its 
compliance with the State or Tribal plan 
for a period of not less than the next 2 
years from the date of the negligent 
violation. 


(3) A producer that negligently 
violates a State or Tribal plan approved 
under this part shall not as a result of 
that violation be subject to any criminal 
enforcement action by the Federal, 
State, Tribal, or local government. 


(4) A producer that negligently 
violates a USDA-approved State or 
Tribal plan three times in a 5-year 
period shall be ineligible to produce 
hemp for a period of 5 years beginning 
on the date of the third violation. 


(5) The State or Tribe shall conduct an 
inspection to determine if the corrective 
action plan has been implemented as 
submitted. 


(d) Culpable violations. Each USDA- 
approved State or Tribal plan shall 
contain provisions relating to producer 
violations made with a culpable mental 
state greater than negligence, including 
that: 


(1) If the State department of 
agriculture or Tribal government with 
an approved plan determines that a 
producer has violated the plan with a 
culpable mental state greater than 
negligence, the State department of 
agriculture or Tribal government, as 
applicable, shall immediately report the 
producer to: 


(i) The U.S. Attorney General; and 
(ii) The chief law enforcement officer 


of the State or Indian Tribe, as 
applicable. 


(2) Paragraphs (b) and (c) of this 
section shall not apply to culpable 
violations. 


(e) Felonies. Each USDA-approved 
State or Tribal plan shall contain 
provisions relating to felonies. Such 
provisions shall state that: 
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(1) A person with a State or Federal 
felony conviction relating to a 
controlled substance is subject to a 10- 
year ineligibility restriction on 
participating in the plan and producing 
hemp under the State or Tribal plan 
from the date of the conviction. An 
exception applies to a person who was 
lawfully growing hemp under the 2014 
Farm Bill before December 20, 2018, 
and whose conviction also occurred 
before that date. 


(2) Any producer growing hemp 
lawfully with a license, registration, or 
authorization under a pilot program 
authorized by section 7606 of the 
Agricultural Act of 2014 (7 U.S.C. 5940) 
before October 31, 2019 shall be 
exempted from paragraph (e)(1) of this 
section. 


(3) For producers that are entities, the 
State or Tribal plan shall determine 
which employee(s) of a producer shall 
be considered to be participating in the 
plan and subject to  the  felony 
conviction restriction for purposes of 
paragraph (e)(1) of this section. 


(f) False statement. Each USDA- 
approved State or Tribal plan shall state 
that any person who materially falsifies 
any information contained in an 
application to participate in such 
program shall be ineligible to participate 
in that program. 


(g) Appeals. For States and Tribes 
who wish to appeal an adverse action, 
subpart D of this part will apply. 


§ 990.7 Establishing records with USDA 
Farm Service Agency. 


All producers licensed to produce 
hemp under an USDA-approved State or 
Tribal plan shall report hemp crop 
acreage with FSA and shall provide, at 
minimum, the following information: 


(a) Street address and, to the extent 
practicable, geospatial location for each 
lot or greenhouse where hemp will be 
produced. If an applicant operates in 
more than one location, that information 
shall be provided for  all  production 
sites. 


(b) If an applicant has production 
sites licensed under a USDA-approved 
State or Tribal plan, those sites will be 
covered under the respective plan and 
will not need to be included under the 
producer’s application to become 
licensed under the USDA plan. 


(c) Acreage dedicated to the 
production of hemp, or greenhouse or 
indoor square footage dedicated to the 
production of hemp. 


(d) License or authorization identifier. 


§ 990.8 Production under Federal law. 
Nothing in this subpart prohibits the 


production of hemp in a State or the 
territory of an Indian Tribe for which a 


State or Tribal plan is not approved 
under this subpart if the production of 
that hemp is in accordance with subpart 
C of this part, and if the production of 
hemp is not otherwise prohibited by the 
State or Indian Tribe. 


Subpart C—USDA Hemp Production 
Plan 
§ 990.20 USDA requirements for the 
production of hemp. 


(a) General hemp production 
requirements. The production  of  hemp 
in a State or territory of an Indian Tribe 
where there is no USDA approved State 
or Tribal plan must be produced in 
accordance with this subpart provided 
that the production of hemp is not 
prohibited by the State or territory of an 
Indian Tribe where production will 
occur. 


(b) Convicted  felon  ban.  A  person 
with a State or  Federal  felony 
conviction relating to a controlled 
substance is subject to a 10-year 
ineligibility restriction on participating 
in the plan and producing hemp under 
the USDA plan from the date of the 
conviction. An exception applies to a 
person who was lawfully growing hemp 
under the 2014 Farm Bill before 
December 20, 2018, and whose 
conviction also occurred before 
December 20, 2018. 


(c) Falsifying material information on 
application. Any person who materially 
falsifies any information contained in an 
application to for a license under the 
USDA plan shall be ineligible to 
participate in the USDA plan. 


§ 990.21 USDA hemp producer license. 
(a) General application requirements—


(1) Requirements and license 
application. Any person producing or 
intending to produce hemp must have 
a valid license prior to producing, 
cultivating, or storing hemp. A valid 
license means the license is unexpired, 
unsuspended, and unrevoked. 


(2) Application window. Applicants 
may submit an application for a new 
license to USDA between December 2, 
2019 and November 2, 2020. In 
subsequent years, applicants may 
submit an application for a new license 
or renewal of an existing license to 
USDA from August 1 through October 
31 of each year. 


(3) Required information on 
application. The applicant shall provide 
the information requested on the 
application form, including: 


(i) Contact information. Full name, 
residential address, telephone number 
and email address. If the applicant is a 
business entity, the full name of the 


business, the principal business location 
address, full name and title of the key 
participants, title, email address (if 
available) and employer identification 
number (EIN) of the business; and 


(ii) Criminal history report. A current 
criminal history report for all key 
participants dated within 60 days prior 
to the application submission date. A 
license application will not be 
considered complete without all 
required criminal history reports. 


(4) Submission of completed 
application forms. Completed 
application forms shall be submitted to 
USDA. 


(5) Incomplete application 
procedures. Applications missing 
required information shall be returned 
to the applicant as incomplete. The 
applicant may resubmit a completed 
application. 


(6) License expiration. USDA-issued 
hemp producer licenses shall be valid 
until December 31 of the year three 
years after the year in which license was 
issued. 


(b) License renewals. USDA hemp 
producer licenses must be renewed 
prior to license expiration. Licenses are 
not automatically  renewed. 
Applications for renewal shall be 
subject to the same terms, information 
collection requirements, and approval 
criteria as provided in this subpart for 
initial applications unless there has 
been an amendment to the regulations 
in this part or the law since approval of 
the initial or last application. 


(c) License modification. A license 
modification is required if there is any 
change to the information submitted in 
the application including, but not 
limited to, sale of a business, the 
production, handling, or storage of 
hemp in a new location, or a change in 
the key participants producing under a 
license. 


§ 990.22 USDA Hemp producer license 
approval. 


(a) A license shall not be issued 
unless: 


(1) The application submitted for 
USDA review and approval is complete 
and accurate. 


(2) The criminal history report(s) 
submitted with the license application 
confirms that all key participants to be 
covered by the license have not been 
convicted of a felony, under State or 
Federal law, relating to a controlled 
substance within the past ten (10) years 
unless the exception in § 990.20(b) 
applies. 


(3) The applicant has submitted all 
reports required as a participant in the 
hemp production program by this part. 
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(4) The application contains no 
materially false statements or 
misrepresentations and the applicant 
has not previously submitted an 
application with any materially false 
statements or misrepresentations. 


(5) The applicant’s license is not 
currently suspended. 


(6) The applicant is not applying for 
a license as a stand-in for someone 
whose license has been suspended, 
revoked, or is otherwise ineligible to 
participate. 


(7) The State or territory of Indian 
Tribe where the person produces or 
intends to produce hemp does not have 
a USDA-approved plan or has not 
submitted a plan to USDA for approval 
and is awaiting USDA’s decision. For 
the first year, USDA will not accept 
request for licenses under the USDA 
plan until December 2, 2019 to allow 
States and Tribes to submit their plans. 


(8) The State or territory of Indian 
Tribe where the person produces or 
intends to produce hemp does not 
prohibit the production of hemp. 


(b) USDA shall provide written 
notification to applicants whether the 
application has been approved or 
denied unless the applicant is from a 
State or territory of an Indian Tribe that 
has a plan submitted to USDA and is 
awaiting USDA approval. 


(1) If an application is approved, a 
license will be issued. Information 
regarding approved licenses will be 
available on the AMS website. 


(2) Licenses will be valid until 
December 31 of the year three after the 
year in which the license was issued. 


(3) Licenses may not be sold, 
assigned, transferred, pledged, or 
otherwise disposed of, alienated or 
encumbered. 


(4) If a license application is denied, 
the notification from USDA will explain 
the cause for denial. Applicants may 
appeal the denial in accordance with 
subpart D of this part. 


(c) If the applicant is producing in 
more than one location, the applicant 
may have more than one license to grow 
hemp. If the applicant has operations in 
a location covered under a State or 
Tribal plan, that operation must be 
licensed under the State or Tribal plan, 
not a USDA plan. 


§ 990.23 Reporting hemp crop acreage 
with USDA Farm Service Agency. 


All USDA plan producers shall report 
hemp crop acreage with FSA and shall 
provide, at minimum, the following 
information: 


(a) Street address and, to the extent 
practicable, geospatial location of the 
lot, greenhouse, building, or site where 
hemp will be produced. All locations 


where hemp is produced must be 
reported to FSA. 


(b) Acreage dedicated to the 
production of hemp, or greenhouse or 
indoor square footage dedicated to the 
production of hemp. 


(c) The license number. 


§ 990.24 Responsibility of a USDA 
licensed producer prior to harvest. 


(a) Within 15 days prior to the 
anticipated harvest of cannabis plants, a 
producer shall have an approved 
Federal, State, local law enforcement 
agency or other USDA  designated 
person collect samples from the flower 
material of such cannabis material for 
delta-9 tetrahydrocannabinol 
concentration level testing. 


(b) The method used for sampling 
from the flower material of the cannabis 
plant must be sufficient at a confidence 
level of 95 percent that no more than  
one percent (1%) of the plants in the lot 
would exceed the acceptable hemp THC 
level. The method used for sampling 
must ensure that a representative 
sample is collected that represents a 
homogeneous composition of the lot. 


(c) During a scheduled sample 
collection, the producer or  an 
authorized representative of the 
producer shall be present at the growing 
site. 


(d) Representatives of the sampling 
agency shall be provided with complete 
and unrestricted access during business 
hours to all hemp and other cannabis 
plants, whether growing or harvested, 
and all land, buildings, and other 
structures used for the cultivation, 
handling, and storage of all hemp and 
other cannabis plants, and all locations 
listed in the producer license. 


(e) A producer shall not harvest the 
cannabis crop prior to samples being 
taken. 


§ 990.25 Standards of performance for 
detecting delta-9 tetrahydrocannabinol 
(THC) concentration levels. 


(a) Analytical testing for purposes of 
detecting the concentration levels of 
delta-9 tetrahydrocannabinol (THC) in 
the flower material of the cannabis plant 
shall meet the following standard: 


(1) Laboratory quality assurance must 
ensure the validity and reliability of test 
results; 


(2) Analytical method selection, 
validation, and verification must ensure 
that the testing method used is 
appropriate (fit for purpose) and that the 
laboratory can successfully perform the 
testing; 


(3) The demonstration of testing 
validity must ensure consistent, 
accurate analytical performance; and 


(4) Method performance 
specifications must ensure analytical 


tests are sufficiently sensitive for the 
purposes of the detectability 
requirements of this part. 


(b) At a minimum, analytical testing 
of samples for delta-9 
tetrahydrocannabinol concentration 
levels must use post-decarboxylation or 
other similarly reliable methods 
approved by the Secretary. The testing 
methodology must consider  the 
potential conversion of delta-9 
tetrahydrocannabinolic acid (THCA) in 
hemp into delta-9 tetrahydrocannabinol 
(THC) and the test result reflect the total 
available THC derived from the sum of 
the THC and THC-A content. Testing 
methodologies meeting the 
requirements of this paragraph (b) 
include, but are not limited to, gas or 
liquid chromatography with detection. 


(c) The total delta-9 
tetrahydrocannabinol concentration 
level shall be determined and reported 
on a dry weight basis. Additionally, 
measurement of uncertainty (MU) must 
be estimated and reported with test 
results. Laboratories shall use 
appropriate, validated methods and 
procedures for all testing activities and 
evaluate measurement of uncertainty. 


(d) Any sample test result exceeding 
the acceptable hemp THC level shall be 
conclusive evidence that the lot 
represented by the sample is not in 
compliance with this part. 


§ 990.26 Responsibility of a USDA 
producer after laboratory testing is 
performed. 


(a) The producer shall harvest the 
crop not more than fifteen (15) days 
following the date of sample collection. 


(b) If the producer fails to complete 
harvest within fifteen (15) days of 
sample collection, a secondary pre- 
harvested sample of the lot shall be 
required to be submitted for testing. 


(c) Harvested lots of hemp plants shall 
not be commingled with other harvested 
lots or other material without prior 
written permission from USDA. 


(d) Lots that meet the acceptable 
hemp THC level may enter the stream 
of commerce. 


(e) Lots tested and not certified by the 
DEA-registered laboratory not exceeding 
the acceptable hemp THC level may not 
be further handled, processed, or enter 
the stream of commerce and the licensee 
shall ensure the lot is disposed of in 
accordance with § 990.27. 


(f) Any producer may request 
additional testing if it is believed that 
the original delta-9 
tetrahydrocannabinol concentration 
level test results were in error. 


§ 990.27 Non-compliant cannabis plants. 
(a) Cannabis plants exceeding the 


acceptable hemp THC level constitute 
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marijuana, a schedule I controlled 
substance under the Controlled 
Substances Act (CSA), 21 U.S.C. 801 et 
seq., and must be disposed of in 
accordance with the CSA and DEA 
regulations found at 21 CFR 1317.15. 


(b) Producers  must  notify  USDA of 
their intent to dispose of non- 
conforming plants and verify disposal 
by submitting required  documentation. 


§ 990.28 Compliance. 
(a) Audits. Producers may be audited 


by the USDA. The audit may include a 
review of records and documentation, 
and may include site visits to farms, 
fields, greenhouses, storage facilities, or 
other locations affiliated with the 
producer’s hemp operation. The 
inspection may include the current crop 
year, as well as any previous crop 
year(s). The audit may be performed 
remotely or in person. 


(b) Frequency of audit verifications. 
Audit verifications may be performed 
once every three (3) years unless 
otherwise determined by USDA. If the 
results of the audit find negligent 
violations, a corrective action plan may 
be established. 


(c) Assessment of producer’s hemp 
operations for conformance. The 
producer’s operational procedures, 
documentation, and recordkeeping, and 
other practices may be verified during 
the onsite audit verification. The auditor 
may also visit the production, 
cultivation, or storage areas for hemp 
listed on the producer’s license. 


(1) Records and documentation. The 
auditor shall assess whether required 
reports, records, and documentation are 
properly maintained for accuracy and 
completeness. 


(2) [Reserved] 
(d) Audit reports. Audit reports  will 


be issued to the licensee within 60 days 
after the audit is concluded. If USDA 
determines under an audit that the 
producer is not compliant with  this 
part, USDA shall require a corrective 
action plan. The producer’s 
implementation of a corrective action 
plan may be reviewed by USDA during   
a future site visit or audit. 


§ 990.29 Violations. 
Violations of this part shall be subject 


to enforcement in accordance with the 
terms of this section. 


(a) Negligent violations. A hemp 
producer shall be subject to enforcement 
for negligently: 


(1) Failing to provide an accurate legal 
description of land where hemp is 
produced; 


(2) Producing hemp without a license; 
and 


(3) Producing cannabis (marijuana) 
exceeding the acceptable hemp THC 


level. Hemp producers do not commit a 
negligent violation under this paragraph 
(a) if they make reasonable efforts to 
grow hemp and the cannabis 
(marijuana) does not have a delta-9 
tetrahydrocannabinol concentration of 
more than 0.5 percent on a dry weight 
basis. 


(b) Corrective action for negligent 
violations. For each negligent violation, 
USDA will issue a Notice of Violation 
and require a corrective action plan for 
the producer. The producer shall 
comply with the corrective action plan 
to cure the negligent violation. 
Corrective action plans will be in place 
for a minimum of two (2) years from the 
date of their approval. Corrective action 
plans will, at a minimum, include: 


(1) The date by which the producer 
shall correct each negligent  violation; 


(2) Steps to correct each negligent 
violation; and 


(3) A description of the procedures to 
demonstrate compliance must be 
submitted to USDA. 


(c) Negligent violations and criminal 
enforcement. A producer that 
negligently violates this part shall not, 
as a result of that violation be subject to 
any criminal enforcement action by any 
Federal, State, Tribal, or local 
government. 


(d) Subsequent negligent violations. If 
a subsequent violation occurs while a 
corrective action plan is in place, a new 
corrective action plan must be 
submitted with a heightened level of 
quality control, staff training, and 
quantifiable action measures. 


(e) Negligent violations and license 
revocation. A producer that negligently 
violates the license 3 times in a 5-year 
period shall have their license revoked 
and be ineligible to produce hemp for a 
period of 5 years beginning on the date 
of the third violation. 


(f) Culpable mental state greater than 
negligence. If USDA determines that a 
licensee has violated the terms of the 
license or of this part with a culpable 
mental state greater than negligence: 


(1) USDA shall immediately report 
the licensee to: 


(i) The U.S. Attorney General; and 
(ii) The chief law enforcement officer 


of the State or Indian territory, as 
applicable, where the production is 
located; and 


(2) Paragraphs (a) and (b) of this 
section shall not apply to culpable 
violations. 


§ 990.30 USDA producers; License 
suspension. 


(a) USDA may issue a notice of 
suspension to a producer if USDA or its 
representative receives some credible 
evidence establishing that a producer 
has: 


(1) Engaged in conduct violating a 
provision of this part; or 


(2) Failed to comply with a written 
order from the USDA–AMS 
Administrator related to negligence as 
defined in this part. 


(b) Any producer whose license has 
been suspended shall not handle or 
remove hemp or cannabis from the 
location where hemp or cannabis was 
located at the time when USDA issued 
its notice of suspension, without prior 
written authorization from USDA. 


(c) Any person whose license has 
been suspended shall not produce hemp 
during the period of suspension. 


(d) A producer whose license has 
been suspended may appeal that 
decision in accordance with subpart D 
of this part. 


(e) A producer whose license has been 
suspended and not restored on appeal 
may have their license restored after a 
waiting period of one year from the date 
of the suspension. 


(f) A producer whose license has been 
suspended may be required to complete 
a corrective action plan to fully restore 
the license. 


§ 990.31 USDA licensees; Revocation. 
USDA shall immediately revoke the 


license of a USDA producer if such 
producer: 


(a) Pleads guilty to, or is convicted of, 
any felony related to a controlled 
substance; or 


(b) Made any materially false 
statement with regard to this part to 
USDA or its representatives with a 
culpable mental state greater than 
negligence; or 


(c) Is found to be growing cannabis 
exceeding the acceptable hemp THC 
level with a culpable mental state 
greater than negligence or negligently 
violated this part three times in five 
years. 


§ 990.32 Recordkeeping requirements. 
(a) USDA producers shall maintain 


records of all hemp plants acquired, 
produced, handled, or disposed of as 
will substantiate the required reports. 


(b) All records and reports shall be 
maintained for at least three years. 


(c) All records shall be made available 
for inspection by USDA inspectors, 
auditors, or their representatives during 
reasonable business hours.  The 
following records must be made 
available: 


(1) Records regarding acquisition of 
hemp plants; 


(2) Records regarding production and 
handling of hemp plants; 


(3) Records regarding storage of hemp 
plants; and 
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(4) Records regarding disposal of all 
cannabis plants that do not meet the 
definition of hemp. 


(d) USDA  inspectors,  auditors,  or 
their representatives shall have access to 
any premises where hemp  plants  may 
be held during reasonable business 
hours. 


(e) All reports and records required to 
be submitted to USDA as part of 
participation in the program in this part 
which include confidential data or 
business information, including but not 
limited to information constituting a 
trade secret or disclosing a trade 
position,  financial  condition,  or 
business operations of the particular 
licensee or their customers, shall be 
received by, and at all times kept in the 
custody and control of, one or more 
employees of USDA or their 
representatives. Confidential data or 
business information may be shared  
with applicable Federal, State, Tribal, or 
local law enforcement or their designee 
in compliance with the Act. 


Subpart D—Appeals 
§ 990.40 General adverse action appeal 
process. 


(a) Persons who believe they are 
adversely affected by the denial of a 
license application under the USDA 
hemp production program may appeal 
such decision to the AMS 
Administrator. 


(b) Persons who believe they are 
adversely affected by the denial of a 
license renewal under the USDA hemp 
production program may appeal such 
decision to the AMS Administrator. 


(c) Persons who believe they are 
adversely affected by the termination or 
suspension of a USDA hemp production 
license may appeal such decision to the 
AMS Administrator. 


(d) States and territories of Indian 
Tribes that believe they are adversely 
affected by the denial of a proposed 
State or Tribal hemp plan may appeal 
such decision to the AMS 
Administrator. 


§ 990.41 Appeals under the USDA hemp 
production plan. 


(a) Appealing a denied USDA-plan 
license application. A license applicant 
may appeal the denial of a license 
application. 


(1) If the AMS Administrator sustains 
an applicant’s appeal of a licensing 
denial, the applicant will be issued a 
USDA hemp production license. 


(2) If the AMS Administrator  denies 
an appeal, the applicant’s license 
application will be denied.  The 
applicant may request a formal 
adjudicatory proceeding within 30 days 


to review the decision. Such proceeding 
shall be conducted pursuant to the U.S. 
Department of Agriculture’s Rules of 
Practice Governing Adjudicatory 
Proceedings, 7 CFR part 1, subpart H. 


(b) Appealing a denied USDA-plan 
license renewal. A producer may appeal 
the denial of a license renewal. 


(1) If the AMS Administrator sustains 
a producer’s appeal of a licensing 
renewal decision, the applicant’s USDA 
hemp production license will be 
renewed. 


(2) If the AMS Administrator denies 
the appeal, the applicant’s license will 
not be renewed. The denied producer 
may request a formal adjudicatory 
proceeding within 30 days to review the 
decision. Such proceeding shall be 
conducted pursuant to the U.S. 
Department of Agriculture’s Rules of 
Practice Governing Formal Adjudicatory 
Proceedings, 7 CFR part 1, subpart H. 
(c) Appealing a USDA-plan license 


termination or suspension. A USDA 
hemp plan producer may appeal the 
termination or suspension of a license. 


(1) If the AMS Administrator sustains 
the appeal of a license termination or 
suspension, the producer will retain 
their license. 


(2) If the AMS Administrator denies 
the appeal, the producer’s license will 
be terminated or suspended. The 
producer may request a formal 
adjudicatory proceeding within 30 days 
to review the decision. Such proceeding 
shall be conducted pursuant to the U.S. 
Department of Agriculture’s Rules of 
Practice Governing Formal Adjudicatory 
Proceedings, 7 CFR part 1, subpart H. 


(d) Filing period. The appeal of a 
denied license application, denied 
license renewal, suspension, or 
termination must be filed within the 
time-period provided in the letter of 
notification or within 30 business days 
from receipt of the notification, 
whichever occurs later. The appeal will 
be considered ‘‘filed’’ on the date 
received by the AMS Administrator. 
The decision to deny a license 
application or renewal, or suspend or 
terminate a license, is final unless a 
formal adjudicatory proceeding is 
requested within 30 days to review the 
decision. Such proceeding shall be 
conducted pursuant to the U.S. 
Department of Agriculture’s Rules of 
Practice Governing Adjudicatory 
Proceedings, 7 CFR part 1, subpart H. 


(e) Where to file. Appeals to the 
Administrator must be filed in the 
manner as determined by AMS. 


(f) What to include. All appeals must 
include a copy of the adverse decision 
and a statement of the appellant’s 
reasons for believing that the decision 
was not proper or made in accordance 


with applicable program regulations in 
this part, policies, or procedures. 


§ 990.42 Appeals under a State or Tribal 
hemp production plan. 


(a) Appealing a State or Tribal hemp 
production plan application. A State or 
Tribe may appeal the denial of a 
proposed State or Tribal hemp 
production plan by the USDA. 


(1) If the AMS Administrator sustains 
a State or Tribe’s appeal of a denied 
hemp plan application, the proposed 
State or Tribal hemp production plan 
shall be established as proposed. 


(2) If the AMS Administrator denies 
an appeal, the proposed State or Tribal 
hemp production plan shall not be 
approved. Prospective producers 
located in the State or territory of the 
Indian Tribe may apply for hemp 
licenses under the terms of the USDA 
plan. The State or Tribe may request a 
formal adjudicatory proceeding be 
initiated within 30 days to review the 
decision. Such proceeding shall be 
conducted pursuant to the U.S. 
Department of Agriculture’s Rules of 
Practice Governing Adjudicatory 
Proceedings, 7 CFR part 1, subpart H. 
(b) Appealing the suspension or 


termination of a State or Tribal hemp 
production plan. A State or Tribe may 
appeal the revocation by USDA of an 
existing State or Tribal hemp 
production plan. 


(1) If the AMS Administrator sustains 
a State or Tribe’s appeal of a State or 
Tribal hemp  production  plan 
suspension or revocation, the associated 
hemp production plan may continue. 


(2) If the AMS Administrator denies 
an appeal, the State or Tribal hemp 
production plan will be suspended or 
revoked as  applicable.  Producers 
located in that State or territory of the 
Indian Tribe may continue to produce 
hemp under their State or Tribal license 
until the end the calendar year in which 
the State or Tribal plan’s disapproval 
was effective or when the State or Tribal 
license expires, whichever is earlier. 
Producers may apply for a USDA  
license under subpart C of this part 
unless hemp production is otherwise 
prohibited by the State or Indian Tribe. 
The State or Indian Tribe may request   
a formal adjudicatory proceeding be 
initiated to review the decision. Such 
proceeding shall be conducted pursuant 
to the U.S. Department of Agriculture’s 
Rules of Practice Governing Formal 
Adjudicatory Proceedings, 7 CFR part 1, 
subpart H. 


(c) Filing period. The appeal of a State 
or Tribal hemp production plan 
suspension or revocation must be filed 
within the time-period provided in the 
letter of notification or within 30 
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business days from receipt of the 
notification, whichever occurs later. The 
appeal will be considered ‘‘filed’’ on the 
date received by the AMS 
Administrator. The decision to deny a 
State or Tribal plan application or 
suspend or revoke approval of a plan, is 
final unless the decision is appealed in 
a timely manner. 


(d) Where to file. Appeals to the 
Administrator must be filed in the 
manner as determined by AMS. 


(e) What to include in appeal. All 
appeals must include a copy of the 
adverse decision and a statement of the 
appellant’s reasons for believing that the 
decision was not proper or made in 
accordance with applicable program 
regulations in this part, policies, or 
procedures. 


Subpart E—Administrative Provisions 


§ 990.60 Agents. 


As provided under 7 CFR part 2, the 
Secretary may name any officer or 
employee of the United States or name 
any agency or division in the United 
States Department of Agriculture, to act 
as their agent or representative in 
connection with any of the provisions of 
this part. 


§ 990.61 Severability. 


If any provision of this part is 
declared invalid or the applicability 
thereof to any person or circumstances 
is held invalid, the validity of the 
remainder of this part or the 
applicability thereof to other persons or 
circumstances shall not be affected 
thereby. 


§ 990.62 Expiration of this part. 


This part expires on November 1, 
2021 unless extended by notification in 
the Federal Register. State and Tribal 
plans approved under subpart B of this 
part remain in effect after November 1, 
2021 unless USDA disapproves the 
plan. USDA hemp producer licenses 
issued under subpart C of this part 
remain in effect until they expire unless 
USDA revokes or suspends the license. 


§ 990.63 Interstate transportation of hemp. 


No State or Indian Tribe may prohibit 
the transportation or shipment of hemp 
or hemp products lawfully produced 
under a State or Tribal plan approved 
under subpart B of this part, under a 
license issued under subpart C of this 
part, or under 7 U.S.C. 5940 through the 
State or territory of the Indian Tribe, as 
applicable. 


Subpart F—Reporting Requirements 
§ 990.70 State and Tribal hemp reporting 
requirements. 


(a) State and Tribal hemp producer 
report. Each State and  Tribes  with  a 
plan approved under this part shall 
submit to USDA, by the first of each 
month, a report providing the contact 
information and the status of the license 
or other authorization issued for each 
producer covered under the individual 
State and Tribal plans. If the first of the 
month falls on a weekend  or  holiday, 
the report is due by the first business 
day following the due date. The report 
shall be submitted using a digital format 
compatible with USDA’s information 
sharing systems,  whenever  possible. 
The report shall contain the information 
described in this paragraph (a). 


(1)(i) For each new producer who is 
an individual and is licensed or 
authorized under the State or Tribal 
plan, the report shall include full name 
of the individual, license or 
authorization identifier, business 
address, telephone number, and email 
address (if available). 


(ii) For each new producer that is an 
entity and is licensed or authorized 
under the State or Tribal plan, the report 
shall include full name of the entity, the 
principal business location address, 
license or authorization identifier, and 
the full name, title, and email address 
(if available) of each employee for 
whom the entity is required to submit 
a criminal history record report. 


(iii) For each producer that was 
included in a previous report and whose 
reported information has changed, the 
report shall include the previously 
reported information and the new 
information. 


(2) The status of each producer’s 
license or authorization. 


(3) The period covered by the report. 
(4) Indication that there were no 


changes during the current reporting 
cycle, if applicable. 


(b) State and Tribal hemp disposal 
report. If a producer has produced 
cannabis exceeding the acceptable hemp 
THC level, the cannabis must be 
disposed of in accordance with the 
Controlled Substances Act and DEA 
regulations found at 21 CFR 1317.15. 
States and Tribes with plans approved 
under this part  shall  submit  to  USDA, 
by the first of each month, a report 
notifying USDA of any occurrence of non-
conforming plants or plant material and 
providing a disposal record of those 
plants and materials. This report would 
include information regarding name and 
contact information for each producer 
subject to a disposal during  the 
reporting period, and date disposal was 


completed. If the first of the month fall 
on a weekend or holiday, reports are 
due by the first business day following 
the due date. The report shall contain 
the information described in this 
paragraph (b). 


(1) Name and address of the producer. 
(2) Producer license or authorization 


identifier. 
(3) Location information, such as lot 


number, location type, and geospatial 
location or other location descriptor for 
the production area subject to disposal. 


(4) Information on the agent handling 
the disposal. 


(5) Disposal completion date. 
(6) Total acreage. 
(c) Annual report. Each State or Tribe 


with a plan approved under this part 
shall submit an annual report to USDA. 
The report form shall be submitted by 
December 15 of each year and contain 
the information described in this 
paragraph (c). 


(1) Total planted acreage. 
(2) Total harvested acreage. 
(3) Total acreage disposed. 
(d) Test results report. Each producer 


must ensure that the DEA-registered 
laboratory that conducts the test of the 
sample(s) from its lots reports the test 
results for all samples tested to USDA. 
The test results report shall contain the 
information described in this paragraph 
(d) for each sample tested. 


(1) Producer’s license or authorization 
identifier. 


(2) Name of producer. 
(3) Business address of  producer. 
(4) Lot identification number for the 


sample. 
(5) Name and DEA registration 


number of laboratory. 
(6) Date of test and report. 
(7) Identification of a retest. 
(8) Test result. 


§ 990.71 USDA plan reporting 
requirements. 


(a) USDA hemp plan producer 
licensing application. USDA will accept 
applications from December 2, 2019 
through November 2, 2020. Thereafter 
applicants, may submit a USDA Hemp 
Licensing Application to USDA from 
August 1 through October 31 of each 
year. Licenses will be valid until 
December 31 of the year three years after 
the license is issued. The license 
application will be used for both new 
applicants and for producers seeking 
renewal of their license. The application 
shall include the information described 
in this paragraph (a). 


(1) Contact information. (i) For an 
applicant who is an individual, the 
application shall include full name of 
the individual, business address, 
telephone number, and email address (if 
available). 
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(ii) For an applicant that is an entity, 
the application shall include full name 
of the entity, the principal business 
location address, and the full name, 
title, and email address (if available) of 
each key participant of the entity. 


(2) Criminal history report. As part of 
a complete application, each applicant 
shall provide a current Federal Bureau 
of Investigation’s Identity History 
Summary. If the applicant is a business 
entity, a criminal history report shall be 
provided for each key participant. 


(i) The applicant shall ensure the 
criminal history report accompanies the 
application. 


(ii) The criminal history report must 
be dated within 60 days of submission 
of the application submittal. 


(3) Consent to comply with program 
requirements. All applicants submitting 
a completed license application, in 
doing so, consent to comply with the 
requirements of this part. 


(b) USDA hemp plan producer 
disposal form. If a producer has 
produced cannabis exceeding the 
acceptable hemp THC level, the 
cannabis must be disposed of in 


accordance with the Controlled 
Substances Act and DEA regulations 
found at 21 CFR 1317.15. Forms shall be 
submitted to USDA no later  than  30 
days after the date of completion of 
disposal. The report shall contain the 
information described in this paragraph 
(b). 


(1) Name and address of the producer. 
(2) Producer’s license number. 
(3) Geospatial location, or other valid 


land descriptor, for the production area 
subject to disposal. 


(4) Information on the agent handling 
the disposal. 


(5) Date of completion of disposal. 
(6) Signature of the producer. 
(7) Disposal agent certification of the 


completion of the disposal. 
(c) USDA hemp plan producer annual 


report. Each producer shall submit an 
annual report to USDA. The report form 
shall be submitted by December 15 of 
each year and contain the information 
described in this paragraph (c). 


(1) Producer’s license number. 
(2) Producer’s name. 
(3) Producer’s address. 


(4) Lot, location type, geospatial 
location, total planted acreage, total 
acreage disposed, and total harvested 
acreage. 


(d) Test results report. Each producer 
must ensure that the DEA-registered 
laboratory that conducts the test of the 
sample(s) from its lots reports the test 
results for all samples tested to USDA. 
The test results report shall contain the 
information described in this paragraph 
(d) for each sample tested. 


(1) Producer’s license number. 
(2) Name of producer. 
(3) Business address of producer. 
(4) Lot identification number for the 


sample. 
(5) Name and DEA registration 


number of laboratory. 
(6) Date of test and report. 
(7) Identification of a retest. 
(8) Test result. 


Dated: October 28, 2019. 


Bruce Summers, 


Administrator, Agricultural Marketing 
Service. 
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Summary 
Industrial hemp is an agricultural commodity that is cultivated for use in the production of a wide 
range of products, including foods and beverages, cosmetics and personal care products, 
nutritional supplements, fabrics and textiles, yarns and spun fibers, paper, construction and 
insulation materials, and other manufactured goods. Hemp can be grown as a fiber, seed, or other 
dual-purpose crop. However, hemp is also from the same species of plant, Cannabis sativa, as 
marijuana. As a result, production in the United States is restricted due to hemp’s association with 
marijuana, and the U.S. market is largely dependent on imports, both as finished hemp-containing 
products and as ingredients for use in further processing (mostly from Canada and China). 
Current industry estimates report U.S. hemp product sales at nearly $700 million annually. 


In the early 1990s there was a sustained resurgence of interest to allow for commercial hemp 
cultivation in the United States. Several states conducted economic or market studies and initiated 
or enacted legislation to expand state-level resources and production. Congress made significant 
changes to federal policies regarding hemp in the 2014 farm bill (Agricultural Act of 2014 (P.L. 
113-79, §7606). The 2014 farm bill provided that certain research institutions and state 
departments of agriculture may grow hemp under an agricultural pilot program. The bill further 
established a statutory definition for industrial hemp as “the plant Cannabis sativa L. and any part 
of such plant, whether growing or not, with a delta-9 tetrahydrocannabinol concentration of not 
more than 0.3 percent on a dry weight basis.” Delta-9 tetrahydrocannabinol is the dominant 
psychotrophic ingredient in Cannabis sativa. In subsequent omnibus appropriations, Congress 
has blocked the U.S. Drug Enforcement Administration (DEA) and federal law enforcement 
authorities from interfering with state agencies, hemp growers, and agricultural research. 
Appropriators have also blocked the U.S. Department of Agriculture (USDA) from prohibiting 
the transportation, processing, sale, or use of industrial hemp that is grown or cultivated in 
accordance with the 2014 farm bill provision. 


Despite these efforts, industrial hemp continues to be subject to U.S. drug laws, and growing 
industrial hemp is restricted. Under current U.S. drug policy, all cannabis varieties—including 
industrial hemp—are considered Schedule I controlled substances under the Controlled 
Substances Act (CSA, 21 U.S.C. §§801 et seq.). Although hemp production is generally allowed 
following requirements under the 2014 farm bill, some aspects of production remain subject to 
DEA oversight, including the importation of viable seeds, which still requires DEA registration 
according to the Controlled Substances Import and Export Act (21 U.S.C. §§951-971). Other 
guidance from DEA, USDA, and the Food and Drug Administration provides additional 
clarification regarding federal authorities’ position on hemp and its future policies regarding its 
cultivation and marketing. This guidance supports DEA’s contention that the commercial sale or 
interstate transfer of industrial hemp continues to be restricted. 


Congress has continued to introduce legislation to further advance industrial hemp and address 
these types of concerns in the next farm bill. Introduced legislation as part of the Industrial Hemp 
Farming Act—first introduced in the 109th Congress and greatly expanded over the past few 
years—seeks to further facilitate hemp production in the United States but would also amend the 
CSA to specify that the term marihuana does not include industrial hemp. An expanded version 
of this bill was introduced in the 115th Congress in both the House and Senate (H.R. 5485; S. 
2667). Many of the provisions in these bills are included in the Senate version of the 2018 farm 
bill legislation (S. 3042) that is now being debated in Congress. Similar provisions are not part of 
the House version of the 2018 farm bill (H.R. 2). Myriad other bills introduced in both the House 
and the Senate would further amend the CSA and other federal laws to address industrial hemp. 
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or centuries, industrial hemp (plant species Cannabis sativa) has been a source of fiber and 
oilseed used worldwide to produce a variety of industrial and consumer products. 
Currently, more than 30 nations grow industrial hemp as an agricultural commodity, which 


is sold on the world market. In the United States, however, production is strictly controlled under 
existing drug enforcement laws. Currently there is no large-scale commercial production in the 
United States, and the U.S. market depends on imports. 


Congress made significant changes to federal policies regarding hemp in the 2014 farm bill 
(Agricultural Act of 2014, P.L. 113-79). The 2014 farm bill provided that certain research 
institutions and state departments of agriculture may grow hemp under an agricultural pilot 
program. In addition, in subsequent omnibus appropriations, Congress has blocked the U.S. Drug 
Enforcement Administration (DEA) and federal law enforcement authorities from interfering with 
state agencies, hemp growers, and agricultural research. Appropriators have also blocked the U.S. 
Department of Agriculture (USDA) from prohibiting the transportation, processing, sale, or use of 
industrial hemp that is grown or cultivated in accordance with the 2014 farm bill provision. 


Despite these efforts, industrial hemp continues to be subject to U.S. drug laws, and growing 
industrial hemp is restricted. Under current U.S. drug policy, all cannabis varieties—including 
industrial hemp—are considered Schedule I controlled substances under the Controlled 
Substances Act (CSA),1 and DEA continues to control and regulate cannabis production. 
Although hemp production is now allowed in accordance with the requirements under the 2014 
farm bill provision, other aspects of hemp production are still subject to DEA oversight, including 
the importation of viable seeds.  


Congress has sought to further distinguish between industrial hemp and marijuana. Among the 
bills addressing industrial hemp, the Industrial Hemp Farming Act would amend the CSA to 
specify that the term marijuana (or marihuana, as it is spelled in the older statutes) does not 
include industrial hemp, thus excluding hemp from the CSA as a controlled substance subject to 
DEA regulation. This bill was reintroduced and expanded from bills introduced in previous 
Congresses dating back to the 109th Congress. An expanded version of this bill was introduced in 
the 115th Congress in both the House and Senate (H.R. 5485; S. 2667). Other provisions in these 
bills would further facilitate hemp production in the United States. Many of the provisions in 
these bills are included in the Senate version of the 2018 farm bill legislation (S. 3042) that is 
now being debated in Congress. Similar provisions are not part of the House version of the 2018 
farm bill (H.R. 2). 


Other introduced legislation would amend the CSA “to exclude cannabidiol and cannabidiol-rich 
plants from the definition of marihuana” intended to promote the possible medical applications of 
industrial hemp. Myriad other bills introduced in both the House and the Senate would further 
amend the CSA and other federal laws to address industrial hemp. 


Hemp Production and Use 
Botanically, industrial hemp and marijuana are from the same species of plant, Cannabis sativa, 
but from different varieties or cultivars that have been bred for different uses.2 However, 
industrial hemp and marijuana are genetically distinct forms of cannabis3 that are distinguished 
                                                 
1 21 U.S.C. §§801 et seq. 
2 See, for example, “Purdue University Industrial Hemp Initiative,” NC-FAR Capitol Hill seminar, April 29, 2016. 
3 In this report, cannabis refers to the plant species Cannabis sativa L and all of its industrial, medicinal, and 
recreational varieties. The terms industrial hemp and hemp are used interchangeably, and the term marijuana (or 
(continued...) 
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by their use, chemical makeup, and differing cultivation practices in production. While marijuana 
generally refers to the psychotropic drug (whether used for medicinal or recreational purposes), 
industrial hemp is cultivated for use in the production of a wide range of products, including 
foods and beverages, personal care products, nutritional supplements, fabrics and textiles, paper, 
construction materials, and other manufactured goods.  


Both hemp and marijuana also have separate definitions in statute. While marijuana is defined in 
U.S. drug laws, Congress established a statutory definition for industrial hemp as “the plant 
Cannabis sativa L. and any part of such plant, whether growing or not, with a delta-9 
tetrahydrocannabinol concentration of not more than 0.3 percent on a dry weight basis” as part of 
the 2014 farm bill.4 Hemp is generally characterized by plants that are low in delta-9 
tetrahydrocannabinol (delta-9 THC), the dominant psychotrophic ingredient in Cannabis sativa.5  


For more background information, see CRS Report R44742, Defining “Industrial Hemp”: A Fact 
Sheet. However, joint guidance issued in August 2016 by DEA, USDA, and the Food and Drug 
Administration (FDA) suggests that there continues to be questions about what constitutes 
industrial hemp and its oversight under federal law. 


Commercial Uses of Hemp 


The global market for hemp consists of more than 25,000 products in nine submarkets: 
agriculture, textiles, recycling, automotive, furniture, food and beverages, paper, construction 
materials, and personal care (Table 1). Hemp can be grown as a fiber, seed, or dual-purpose 
crop.6 The stalk and seed are the harvested products. The interior of the stalk has short woody 
fibers called hurds; the outer portion has long bast fibers. Hemp seed/grains are smooth and about 
one-eighth to one-fourth of an inch long.7 


Hemp fibers are used in fabrics and textiles, yarns and spun fibers, paper, carpeting, home 
furnishings, construction and insulation materials, auto parts, and composites. Hurds are used in 
animal bedding, material inputs, papermaking, and oil absorbents. Hemp seed and oilcake are 
used in a range of foods and beverages (e.g., salad and cooking oil and hemp dairy alternatives) 
and can be an alternative food and feed protein source.8 Oil from the crushed hemp seed is used 
in soap, shampoo, lotions, bath gels, and cosmetics.9 Hemp is also being used in nutritional 
supplements and in medicinal and therapeutic products, including pharmaceuticals. It is also used 
                                                                 
(...continued) 
marihuana) refers to the plant used as a medicinal or recreational drug. 
4 7 U.S.C. §5940(b)(2). In contrast, marijuana (“marihuana”) is defined at 21 U.S.C. §802. 
5 R. C. Clarke and M. D. Merlin, Cannabis: Evolution and Ethnobotany (Berkeley, CA: University of California Press, 
2013). A psychotrophic drug is capable of affecting mental activity, behavior, or perception and may be mood-altering. 
6 Different developed varieties may be better suited for one use or the other. Cultivation practices also differ depending 
upon the variety planted. For more information, see CRS Report R44742, Defining “Industrial Hemp”: A Fact Sheet. 
7 See USDA, Industrial Hemp in the United States: Status and Market Potential, AGES001E, January 2000. 
8 Some are promoting use of hemp as a rotational crop for use as an animal feed supplement (CRS communication with 
an Iowa cattle producer, February 28, 2016). See also B. Weaver, “Not Your Grandpa’s Farm: Hemp Industry Faces 
Growing Pains in Colorado,” The Tribune, October 1, 2016. 
9 Some have suggested similarities between hempseed oil and hash oil. However, there is evidence suggesting 
differences regarding initial feedstock or input ingredients (hash oil requires high-THC marijuana, whereas hempseed 
oil uses low-THC industrial hemp), how they are produced (hash oil is extracted often using a flammable solvent, 
whereas hempseed oil is expeller-pressed or extracted mechanically, generally without chemicals or additives), and 
how they are used (hash oil is used as a psychoactive drug, whereas hempseed oil is used as an ingredient in hemp-
based foods, supplements, and body care products). For more background information, contact the author of this report. 
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in a range of composite products. Hempcrete (a mixture of hemp hurds and lime products) is 
being used as a building material. Hemp is also used as a lightweight insulating material and in 
hemp plastics and related composites for use as a fiberglass alternative by the automotive and 
aviation sectors.10 Hemp is also promoted as a potential biodiesel feedstock11 and cover crop.  


These types of commercial uses are widely documented in a range of feasibility and marketing 
studies conducted by researchers at USDA and various land grant universities and state agencies. 
(A listing of these studies is in the Appendix A.) Currently, finished hemp products and raw 
material inputs are mostly imported into the United States and sold for use in further processing 
and manufacturing for a wide range of products. 


Figure 1. Modern Uses for Industrial Hemp 


 
Source: Industrial Hemp Association of Tasmania, http://www.ihat.org.au/. 


Notes: Other hemp product charts include D. G. Kraenzel et al., “Industrial Hemp as an Alternative Crop in 


North Dakota,” AER-402, North Dakota State University, July 23, 1998; and National Hemp Association, 


http://nationalhempassociation.org/. 


Estimated Retail Market 


No official estimates are available of the value of U.S. sales of hemp-based products. The Hemp 
Industries Association (HIA) reports total U.S. retail sales of hemp products of nearly $700 
million in 2016,12 which includes food and body products, dietary supplements, clothing, auto 


                                                 
10 Virginia Industrial Hemp Coalition, “2015 Virginia Industrial Hemp Recommended Research Topics.” 
11 See, for example, M. H. Renfroe, “Investigation of Industrial Hemp for Oil and Biofuel Production in Virginia,” 
Annual Report to Virginia Department of Agriculture and Consumer Services, August 30, 2016. 
12 HIA, “2016 Annual Retail Sales for Hemp Products Estimated at $688 Million,” April 14, 2017. The reported retail 
(continued...) 
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parts, building materials, and other consumer products (Figure 2). HIA claims that U.S. hemp 
retail sales have increased by about 10% to more than 20% annually since 2011. Much of this 
growth is attributable to sales of hemp-based body products, supplements, and foods. Combined, 
these categories accounted for more than two-thirds of the value of U.S. retail sales in 2016.  


Little detailed information is available on some other hemp-based sectors, such as for use in 
construction, biofuels, paper, textiles, or other manufacturing uses. Data are also not available on 
existing businesses or processing facilities.  


Figure 2. U.S. Hemp-Based Product Sales by Category, 2016 


 
Source: HIA, “2015 Annual Retail Sales for Hemp Products Estimated at $573 Million,” May 9, 2016. 


U.S. Hemp Imports 


Hemp imports to the United States—consisting of hemp seeds and fibers often used as inputs for 
use in further manufacturing—totaled $67.3 million in 2017 (Table 1). Although hemp imports 
have declined from a record high of $78.1 million in 2015, U.S. hemp imports have steadily 
increased since 2005 when hemp imports totaled $5.7 million. This increase in trade followed the 
resolution of a legal dispute over U.S. imports of hemp foods in late 2004 (see “Dispute over 
Hemp Imports (1999-2004)”) and also prior prohibitions on U.S. domestic production.  


In 2017, nearly two-thirds (64%) of the value of all U.S. hemp imports were of hemp seeds, 
which were used mostly as inputs and ingredients for hemp-based products. Other ingredient 
imports—hemp oil, seed cake, and solids—accounted for another 28% of the value of total 
imports. Import hemp yarns and fibers accounted for about 8% of total import value in 2017 
(Table 1). Trade data are not available for finished products, such as hemp-based clothing or 
other products including construction materials, carpets, or paper products. 


                                                                 
(...continued) 
value of the U.S. hemp market is an estimate based on SPINS survey data, which tracks data and market trends on 
natural product industry sales. SPINS data do not track retail sales for Whole Foods Market, Costco, and other retail 
outlets that market hemp-based products. HIA adjusted SPINS-data upward to account for these gaps. 
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Table 1. Value and Quantity of U.S. Hemp Imports, 1996-2017 


 Units 1996 2000 2005 2010 2013 2014 2015 2016 2017 


Hemp Seeds 


(HS 


1207990320) 


$1000 — — 271 5,125 26,942 29,326 54,191 51,018 42,897 


Hemp Oil and 


Fractions 


(HS 


1515908010) 


$1000 — 2,822 3,027 1,833 2,264 3,446 4,836 6,142 7,603 


Hemp Seed 


Oilcake and 


Solids (HS 


2306900130) 


$1000 — — — 2,369 6,279 8,159 16,281 8,620 11,494 


True Hemp, 


raw/proc. not 


spun (HS 5302) 


$1000 100 577 228 94 78 114 292 690 780 


True Hemp 
Yarn 


(HS 


5308200000) 


$1000 25 640 904 296 482 909 1,497 1,867 2,739 


True Hemp 


Woven 


Fabrics (HS 


5311004010) 


$1000 1,291 2,258 1,232 1,180 1,057 900 1,020 744 1,819 


 Total 1,416 6,297 5,662 10,897 37,102 42,854 78,117 69,081 67,332 


Hemp Seeds 


(HS 


1207990320) 


metric 


ton 


— — 92 712 2,311 2,783 15,977 17,820 7,606 


Hemp Oil and 


Fractions 
(HS 


1515908010) 


metric 


ton 


— 587 287 215 450 1,155 538 767 749 


Hemp Seed 


Oilcake and 


Solids (HS 


2306900130) 


metric 


ton 


— — — 240 601 938 1,826 1,163 1,475 


True Hemp, 


raw/proc. not 


spun (HS 5302) 


metric 


ton 


53 678 181 42 72 161 278 494 621 


True Hemp 


Yarn 


(HS 


5308200000) 


metric 


ton 


6 89 113 42 70 102 166 213 312 


 Subtotal 59 1,354 673 1,251 3,504 5,139 18,785 20,457 10,763 


True Hemp 


Woven 


Fabrics (HS 


5311004010) 


m2 


(1000) 


435 920 478 284 224 151 206 150 360 


Source: Compiled by CRS using data from the U.S. International Trade Commission, http://dataweb.usitc.gov. 


Data are by Harmonized System (HS) code. Data shown as “—” indicate data are not available as breakout 
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categories or, for some product subcategories, were established only recently. Data are not adjusted for 


inflation. 


Notes: Historical data for hemp seeds combine reported statistics for three HTS categories: HTS 1207990320 


(2012-present), HTS 1207990020 (2007-2011) and HTS 1207990120 (2005-2006). Data for hemp oil combine 


HTS 15150904010 (1999-2001) and HTS 15159008010 (2002-present). 


Canada is the single largest supplier of U.S. hemp imports, accounting for about 90% of the value 
of annual imports. Other leading country suppliers include China (about 3-5% of annual imports) 
and Romania (2-4%). Remaining imports are supplied by other European countries, India, the 
Dominican Republic, and Chile. Canada is the primary source of U.S. imports of food-grade 
hemp seed and oilcake, with supplies also from China and Europe. China and some European 
countries are major suppliers of raw and processed hemp fiber and yarn.  


Three forms of seed are imported:13 (1) dehulled seed, often referred to as hemp hearts, hulled 
seeds, or hemp nut, used in a range of food products; (2) nonviable whole seed, rendered 
nonviable through a sterilization process, usually through temperature exposure; and (3) viable 
whole seed, capable of germination under suitable conditions. Most hemp seed cultivars originate 
in Europe (France, Germany, Hungary, Italy, Poland, and Romania), Russia, Ukraine, and China. 


U.S. Market Potential 


Most researchers acknowledge the potential profitability of industrial hemp, but also the potential 
obstacles to its development. Current challenges facing the industry include the need to re-
establish agricultural supply chains, breed varieties with modern attributes, upgrade harvesting 
equipment, modernize processing and manufacturing, and identify new market opportunities.14 


In the past two decades, researchers at the USDA and various land grant universities and state 
agencies (for example, Arkansas, Kentucky, Maine, Minnesota, North Dakota, Oregon, and 
Vermont; see Appendix A) have conducted several feasibility and marketing studies. More recent 
available market reports indicate that the estimated gross value of hemp production per acre is 
about $21,000 from seeds and $12,500 from stalks.15  


Studies by researchers in Canada and various state agencies provide a mostly positive market 
outlook for growing hemp, citing rising consumer demand and the potential range of product uses 
for hemp. Some state reports claim that if current restrictions on growing hemp in the United 
States were removed, agricultural producers in their states could benefit. A 2008 study reported 
that acreage under cultivation in Canada, “while still showing significant annual fluctuations, is 
now regarded as being on a strong upward trend.” Most studies generally note that hemp “has 
such a diversity of possible uses, [and] is being promoted by extremely enthusiastic market 
developers.” Other studies highlight certain production advantages associated with hemp or 
acknowledge hemp’s benefits as a rotational crop or further claim that hemp may be less 
environmentally degrading than other agricultural crops. Other studies claim certain production 
advantages to hemp growers, such as relatively low input and management requirements. 


Other studies differ from the various state reports and provide a less favorable aggregate view of 
the potential market for hemp growers in the United States, highlighting challenges facing U.S. 
growers. For example, a 2000 study by USDA projected that U.S. hemp markets “are, and will 
likely remain, small, thin markets.” It also cited “uncertainty about long-run demand for hemp 


                                                 
13 Seed CX, Ltd., “Overview of U.S. Hemp Seed Imports,” 2016.  
14 Ibid. 
15 R. Hansen, “Industrial Hemp,” Agricultural Marketing Resource Center, July 2015. 







Hemp as an Agricultural Commodity 


 


Congressional Research Service 7 


products and the potential for oversupply” among possible downsides of potential future hemp 
production.16 Similarly, a study by University of Wisconsin-Madison concluded that hemp 
production “is not likely to generate sizeable profits,” and, although hemp may be “slightly more 
profitable than traditional row crops,” it is likely “less profitable than other specialty crops” due 
to the “current state of harvesting and processing technologies, which are quite labor intensive, 
and result in relatively high per unit costs.”17 The study also noted that U.S. growers could be 
affected by competition from other world producers and by production limitations in the United 
States, including yield variability and lack of harvesting innovations and processing facilities, as 
well as difficulty transporting bulk hemp. The study further claimed that most estimates of 
profitability from hemp production are highly speculative and often do not include additional 
costs of growing hemp in a regulated market, such as the cost associated with “licensing, 
monitoring, and verification of commercial hemp.” 


A 2013 study by researchers at the University of Kentucky predicted that despite “showing some 
positive returns, under current market conditions, it remained unclear whether anticipated hemp 
returns would be large enough to entice Kentucky grain growers to shift out of grain production” 
under most circumstances. They also noted that “short run employment opportunities evolving 
from a new Kentucky hemp industry appear limited (perhaps dozens of new jobs, not 100s),” 
because of continued uncertainty in the industry.18 Overall, the study concluded that there were 
many remaining unknowns and that further analysis and production research was needed. 


A 2016 study notes that the most promising markets for North American hemp production is a 
continued focus on oilseed production and cannabidiol (CBD), a nonintoxicant cannabinoid that 
has promise for its therapeutic use as a pharmaceutical product.19 


Given the absence since the 1950s of any commercial and unrestricted hemp production in the 
United States, it is not possible to predict with any degree of confidence the potential market and 
employment effects of relaxing current restrictions on U.S. hemp production. While expanded 
market opportunities might exist in some states or localities if current restrictions on production 
are lifted, it is not possible to predict the potential for future retail sales or employment gains in 
the United States, either nationally or within certain states or regions. Information on these types 
of probable effects is not available from previous market analyses that have been conducted by 
researchers at USDA and land grant universities and state agencies. 


Global Production 


International Production  


Approximately 30 countries in Europe, Asia, and North and South America currently permit 
farmers to grow hemp. Aggregated production data from the United Nations do not include all 
countries (most notably Canada) and may differ from other sources but comprise the most readily 
available source of information. Based on these data, excluding Canada, global acreage in hemp 


                                                 
16 USDA, Industrial Hemp in the United States: Status and Market Potential, AGES001E, January 2000. 
17 T. R. Fortenbery and M. Bennett, “Opportunities for Commercial Hemp Production,” Review of Agricultural 
Economics, vol. 26, no. 1 (2004), pp. 97-117. 
18 University of Kentucky, Considerations for Growing Industrial Hemp: Implications for Kentucky’s Farmers and 
Agricultural Economy, July 2013. 
19 J. H. Cherney and E. Small, “Industrial Hemp in North America: Production, Politics, and Potential,” Agronomy, vol. 
6, no. 56 (2016). 
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cultivation in 2016—both hemp seed and hemp tow waste—is reported at about 192,000 acres 
(Figure 3), with a reported total production of 355 million pounds (Figure 4). United Nations 
data do not include Canada, which is a major hemp producing and exporting country. Including 
other data for Canada, in 2016, aggregate acreage totaled at about 225,000 acres. Canada is also 
major supplier of U.S. hemp imports, particularly of hemp-based foods and food ingredients and 
other related imported products. 


Preliminary information for 2017 indicate that hemp acreage in Canada and the European Union 
(EU) countries reached record levels, which could put global acreage at more than 330,000 acres. 
Still, as a share of total crop production in these countries, hemp production accounts for a 
negligible share (less than 0.5%) of total acreage. 


Figure 3. Hemp Fiber and Seed, Global 


Acreage (2000-2016) 


 
Source: FAOSTAT, http://www.fao.org/faostat/en/. Does 


not include all producing countries, including Canada. 


Figure 4. Hemp Fiber and Seed, Global 


Production (2000-2016) 


 
Source: FAOSTAT, http://www.fao.org/faostat/en/. Does 


not include all producing countries, including Canada. 


Global Production (Excluding Canada) 


Leading global hemp producers include Europe, China, South Korea, and Russia. Some countries 
never outlawed production; other countries banned production for certain periods in the past and 
later lifted these restrictions. Hemp production across these countries and regions account for 
nearly all the reported production and acreage reported in the U.N. database.  


According to Food and Agriculture Organization (FAO) of the United Nations data, Europe is the 
world’s single largest hemp producing market. In 2016, European countries produced hemp on 
more than 80,000 acres—a record high20 and accounting for about 40% of FAO-reported global 
acreage. The EU has an active hemp market, with production in most member nations. Production 
is centered in France, the Netherlands, Lithuania, and Romania.21 Many EU countries lifted their 
                                                 
20 European Industrial Hemp Association (EIHA), “Press Release: Record Cultivation in Industrial Hemp in Europe in 
2016,” May 4, 2017. 
21 EIHA, “The European Hemp Industry,” May 2016. Other producing countries include Austria, Bulgaria, Croatia, 
(continued...) 
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bans on hemp production in the 1990s and, until recently, also subsidized the production of “flax 
and hemp” under the EU’s Common Agricultural Policy.22 Most EU production is of hurds, seeds, 
fibers, and pharmaceuticals.23 Other non-EU European countries with reported hemp production 
include Russia, Ukraine, and Switzerland. 


China is another major producer, mostly of hemp textiles and related products, as well as a major 
supplier to the United States. In 2016, China’s hemp was grown on about 20,000 acres. FAO data 
also report hemp production in Chile, China, Iran, Japan, South and North Korea, Pakistan, 
Russia, Syria, and Turkey. Other countries with active hemp grower and/or consumer markets not 
included in FAO’s annual compilation are New Zealand, India, Egypt, South Africa, Thailand, 
Malawi, and Uruguay. 


Production in Canada 


Canada’s commercial hemp industry is fairly new: Canada began to issue licenses for research 
crops in 1994, followed by commercial licenses starting in 1998. Since hemp cultivation was 
legalized in Canada, production has been variable year to year (Figure 5) but generally 
increasing—which some attribute to increased import demand in the United States.24 Acreage has 
ranged from 48,000 planted acres in 2006 to about 8,000 acres in 2008, rising again to a 100,000 
acres in 2014 but then sharply dropping back again to 33,000 acres in 2016. In 2017, acreage in 
hemp cultivation and production rose sharply—reaching a record of nearly 140,000. Canada’s 
hemp cultivation still accounts for only about 1% of the country’s available farmland. The 
number of cultivation licenses has also varied from year to year, reaching a high of 560 licenses 
in 2006, followed by a low of 77 licenses in 2008 and rising to 340 licenses in 2011.25 Since then, 
the number of licenses has risen to more than 1,100 issued in 2015 and 2016. Annual retail sales 
of all Canadian-derived hemp seed products are estimated between $20 million and $40 million, 
and the number of businesses active in the sector has grown over the past few years.26 


                                                                 
(...continued) 
Czechia, Denmark, Finland, Germany, Hungary, Italy, Poland, Portugal, Slovenia, Spain, and Ukraine 
22 For information on the EU’s prior agricultural support for industrial hemp, see the EU’s notification to the World 
Trade Organization regarding its domestic support for agricultural producers (G/AG/N/EEC/68; January 24, 2011). 
23 EIHA, “The European Hemp Industry,” May 2016. 
24 See, for example, Canadian Hemp Trade Alliance, “Grow Hemp,” http://www.hemptrade.ca/grow-hemp. 
25 Health Canada statistics, http://www.hc-sc.gc.ca/index-eng.php. 
26 See, for example, Canadian Hemp Trade Alliance, “Grow Hemp.” 
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Figure 5. Canadian Hemp Acreage, 1998-2017 


 
Source: CRS from Agriculture and Agri-Food Canada data, “Industrial Hemp Statistics,” and “Industrial Hemp 


Production in Canada,” and other press reports (D. Brown, “Canada on Course for Record Hempseed Crop in 


2017,” June 2017).  


Note: The downturn in 2007 is viewed as a correction of overproduction in 2006 following the “success of the 


court case against DEA in 2004, and continued improvements in breeding, production, and processing,” which 


resulted in part in a “dramatic reduction in hemp acreage planted” in 2007. The 2007 downturn is also attributed 


to “increasingly positive economics of growing other crops” (Manitoba Agriculture, National Industrial Hemp 


Strategy, March 2008, prepared for Food and Rural Initiative Agriculture and Agri-Food Canada). 


The development of Canada’s hemp market followed a 60-year prohibition and is strictly 
regulated.27 The Office of Controlled Substances of Health Canada, which issues licenses for all 
activities involving hemp administers the program. Under the regulation, all industrial hemp 
grown, processed, and sold in Canada may contain THC levels of no more than 0.3% of the 
weight of leaves and flowering parts. Canada has also set a maximum level of 10 parts per million 
for THC residues in products derived from hemp grain, such as flour and oil.28 To obtain a license 
to grow hemp, Canadian farmers must submit extensive documentation, including background 
criminal record checks, the Global Positioning System (GPS) coordinates of their fields, and 
supporting documents (from the Canadian Seed Growers’ Association or the Canadian Food 
Inspection Agency) regarding their use of certified low-THC hemp seeds and approved cultivars; 
and they must allow government testing of their crop for THC levels.29  


In 2016, Canada further relaxed its regulations of industrial hemp production by amending its 
drug laws to provide for a “class exemption” for hemp in order to “simplify the license 
application process for the 2017 growing season.”30 According to Health Canada, the Section 56 
Class Exemption “better aligns regulation of industrial hemp with the demonstrated low public 
health and safety risks of the crop” intended “to simplify the license application process” as 


                                                 
27 Industrial Hemp Regulations (SOR/98-156), as part of the Controlled Drugs and Substances Act. 
28 Agriculture Canada, “Canada’s Industrial Hemp Industry,” March 2007, http://www4.agr.gc.ca. 
29 See Health Canada’s FAQs on its hemp regulations and its application for obtaining permits (http://www.hc-sc.gc.ca/
). Other information is at the Canadian Food Inspection Agency website (http://www.inspection.gc.ca/). 
30 Canadian Hemp Trade Alliance, “Health Canada Issues an Interim Class Exemption for Hemp,” press release, 
November 22, 2016.  
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Canada moves forward with “its commitment to legalize, strictly regulate, and restrict access to 
marijuana.”31 Among the types of simplifications and streamlining are 


 reduced prerequisite requirements (e.g., no longer need to preidentify planting 
sites, no more minimum acreage requirements); 


 reduced paperwork (to a single form), reduced proof requirements (to a single 
attestation), and growers may now apply electronically; 


 THC testing requirements mostly eliminated (except for pedigreed seed or 
applications to be added to the list of approved cultivars);  


 license expiry date extended until March the following year; and  
 criminal record check valid now for one year.  


The potential impact could greatly facilitate hemp production for Canadian farmers, which could 
continue to give them an advantage over U.S. growers, where hemp production remains restricted 
and legal in only few cases. 


U.S. Production 


Following enactment of the 2014 farm bill, hemp cultivation became allowed under certain 
circumstances by research institutions and state departments of agriculture. Official estimates of 
U.S. hemp production are not available. Information compiled by states and industry indicate that 
there were more than 25,500 acres of hemp production in 2017, up from 9,770 acres in 2016 
(Table 2). In 2017, there were 1,420 registered or licensed growers and 32 universities 
conducting hemp research nationwide.32 Investment in hemp processing facilities is underway in 
several states, including Kentucky,33 Tennessee,34 North Carolina,35 and New York.36 


Table 2. Industrial Hemp Crop Report, United States, 2016-2017 


 


Number Production Acres  


State 2016 2017 Purposes Grown 


Colorado 5,921 9,700 Fiber, grain, seed for sale, CBD 


Hawaii 1 TBD NA 


Indiana 2 5 NA 


Kentucky 2,525 3,100 Fiber, grain, seed for sale, CBD 


Maine 1 30 Unknown 


                                                 
31 Canadian Hemp Trade Alliance, “Health Canada Issues an Interim Class Exemption for Hemp.” See also Health 
Canada, “Notice to Industry” and “Section 56 Class Exemption in Relation to the Industrial Hemp Regulations,” 
November 2016. 
32 Vote Hemp, “Vote Hemp Releases 2017 U.S. Hemp Crop Report Documenting Industrial Hemp Cultivation and 
State Legislation in the U.S.,” October 31, 2017. 
33 Hemp Industry Daily, Hemp State Highlight: Kentucky,” March 1, 2018. 
34 Hemp Industry Daily, “Hemp State Highlight: Tennessee,” January 23, 2018. 
35 North Carolina Department of Agriculture and Consumer Services, “Industrial Hemp Pilot Program, Registered 
Processors,” accessed May 22, 2018, http://www.ncagr.gov/hemp/ProcessorsInfo.htm. 
36 Hemp Industry Daily, “$3.2 Million Hemp Processing Plant in New York Gets State Funding,” January 9, 2018. 
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Number Production Acres  


State 2016 2017 Purposes Grown 


Minnesota 51 1,205 Fiber, grain, CBD (nonmedical) 


Montana 0 542  


Nebraska 1 1 NA 


Nevada 216 417 Fiber, grain, CBD 


New York 30 2,000 NA 


North Carolina 0 965  


North Dakota 70 3,020 Grain 


Oregon 500 3,469 NA 


Pennsylvania 0 36 NA 


Tennessee 225 200 CBD 


Vermont 180 575 CBD research 


Virginia 37 87 Fiber, grain research 


Washington 0 175 NA 


West Virginia 10 14 Fiber, grain 


Total 9,770 25,541  


Source: CRS from information from Vote Hemp, “2017 U.S. Hemp Crop Report,” January 2018 (number of 


acres), and the Colorado Department of Agriculture, “2016 National Hemp Regulatory Meeting Survey,” 


October 2016 (“purposes grown”). “NA” indicates that information is not available. 


Hemp was widely grown in the United States from the colonial period into the mid-1800s. Fine 
and coarse fabrics, twine, and paper from hemp were in common use. By the 1890s, labor-saving 
machinery for harvesting cotton made the latter more competitive as a source of fabric for 
clothing, and the demand for coarse natural fibers was met increasingly by imports. Industrial 
hemp was handled in the same way as any other farm commodity in that USDA compiled 
statistics and published crop reports37 and provided assistance to farmers promoting production 
and distribution.38 In the early 1900s, hemp continued to be grown, and USDA researchers 
continued to publish information related to hemp production and also reported on hemp’s 
potential for use in textiles and in paper manufacturing.39 Several hemp advocacy groups, 
including HIA and Vote Hemp, Inc., have compiled other historical information and have copies 
of original source documents.40 


Between 1914 and 1933, in an effort to stem the use of Cannabis flowers and leaves for their 
psychotropic effects, 33 states passed laws restricting legal production to medicinal and industrial 


                                                 
37 See, for example, editions of USDA Agricultural Statistics. A compilation of U.S. government publications is 
available at http://www.hempology.org/ALLARTICLES.html. 
38 See, for example, USDA’s 1942 short film “Hemp for Victory” and University of Wisconsin’s Extension Service 
Special Circular, “What About Growing Hemp,” November 1942. 
39 Regarding papermaking, see L. H. Dewey and J. L. Merrill, “Hemp Hurds as Paper-Making Material,” USDA 
Bulletin No. 404, October 14, 1916. 
40 See links at http://www.thehia.org/History. 
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purposes only.41 The 1937 Marihuana Tax Act defined hemp as a narcotic drug, requiring that 
farmers growing hemp hold a federal registration and special tax stamp, effectively limiting 
further production expansion.  


In 1943, U.S. hemp production reached more than 150 million pounds (140.7 million pounds 
hemp fiber; 10.7 million pound hemp seed) on 146,200 harvested acres. This compared to pre-
war production levels of about 1 million pounds. After reaching a peak in 1943, production 
started to decline. By 1948, production had dropped back to 3 million pounds on 2,800 harvested 
acres, with no recorded production after the late 1950s.42 


Federal Law and Requirements 


Controlled Substances Act of 1970 


In 1937, Congress passed the first federal law to discourage cannabis production for marijuana 
while still permitting industrial uses of the crop (the Marihuana Tax Act; 50 Stat. 551). Under this 
statute, the government actively encouraged farmers to grow hemp for fiber and oil during World 
War II. After the war, competition from synthetic fibers, the Marihuana Tax Act, and increasing 
public anti-drug sentiment resulted in fewer and fewer acres of hemp being planted and none at 
all after 1958. The Controlled Substances Act of 1970 (CSA, 21 U.S.C. §801 et. seq.) placed the 
control of select plants, drugs, and chemical substances under federal jurisdiction and was 
enacted, in part, to replace previous federal drug laws with a single comprehensive statute.43  


The CSA adopted the same definition of Cannabis sativa that appeared in the 1937 Marihuana 
Tax Act. The definition of “marihuana” (21 U.S.C. §802(16)) reads: 


The term marihuana means all parts of the plant Cannabis sativa L., whether growing or 
not; the seeds thereof; the resin extracted from any part of such plant; and every 
compound, manufacture, salt, derivative, mixture, or preparation of such plant, its seeds 
or resin. Such term does not include the mature stalks of such plant, fiber produced from 
such stalks, oil or cake made from the seeds of such plant, any other compound ... or 
preparation of such mature stalks (except the resin extracted therefrom), fiber, oil, or 
cake, or the sterilized seed of such plant which is incapable of germination. 


The statute thus retains control over all varieties of the cannabis plant by virtue of including them 
under the term marihuana and does not distinguish between low- and high-THC varieties. The 
language exempts from control the parts of mature plants—stalks, fiber, oil, cake, etc.—intended 
for industrial uses. Some have argued that the CSA definition exempts industrial hemp under its 
term exclusions for stalks, fiber, oil, cake, and seeds.44 DEA refutes this interpretation.45 


Strictly speaking, CSA does not make growing cannabis illegal; rather, it places strict controls on 
its production, making it illegal to grow the crop without a DEA permit. Regarding industrial 


                                                 
41 R. J. Bonnie and C. H. Whitebread, The Marihuana Conviction: A History of Marihuana Prohibition in the United 
States (Charlottesville: University Press of Virginia, 1974), p. 51. 
42 USDA Agricultural Statistics, various years through 1949. A summary of data spanning 1931-1945 is available in 
the 1946 edition. See “Table 391—Hemp Fiber and Hempseed: Acreage, Yield, and Production, United States.” 
43 CSA was enacted as Title II of the Comprehensive Drug Abuse Prevention and Control Act of 1970 (P.L. 91-513). 
For more information, see CRS Report R43749, Drug Enforcement in the United States: History, Policy, and Trends.  
44 See, for example, Hemp Industries Association v. Drug Enforcement Administration, 357 F.2d (9th Circuit 2004).  
45 66 Federal Register 51530, October 9, 2001. 
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hemp, however, growers that comply with the 2014 farm bill provision (discussed in the next 
section) do not need DEA approval.  


Agricultural Act of 2014 


The 113th Congress considered various changes to U.S. policies regarding industrial hemp during 
the omnibus farm bill debate.46 The 2014 farm bill (Agricultural Act of 2014 [P.L. 113-79], 
§7606)47 provides that certain “institutions of higher education”48 and state departments of 
agriculture may grow industrial hemp, as part of an agricultural pilot program, if allowed under 
state laws where the institution or state department of agriculture is located. The farm bill also 
established a statutory definition of industrial hemp as “the plant Cannabis sativa L. and any part 
of such plant, whether growing or not, with a delta-9 tetrahydrocannabinol concentration of not 
more than 0.3 percent on a dry weight basis.” The provision was included as part of the research 
title of the law. The provision did not include an effective date that would suggest any kind of 
program rollout, and there appears to be nothing in the conference report or bill language to 
suggest that the states might not be able to immediately initiate action on this provision. 


This provision was adopted when Representatives Polis, Massie, and Blumenauer introduced an 
amendment to the House version of the farm bill (H.R. 1947, the Federal Agriculture Reform and 
Risk Management Act of 2013) during floor debate on the bill. The amendment (H.Amdt. 208) 
was to allow institutions of higher education to grow or cultivate industrial hemp for the purpose 
of agricultural or academic research and applied to states that already permit industrial hemp 
growth and cultivation under state law. The amendment was adopted by the House of 
Representatives. Although the full House ultimately voted to reject H.R. 1947, similar language 
was included as part of a subsequent revised version of the House bill (H.R. 2642), which was 
passed by the full House.  


In the Senate, Senators Wyden, McConnell, Paul, and Merkley introduced an amendment to the 
Senate version of the farm bill (S. 954, the Agriculture Reform, Food and Jobs Act of 2013). The 
amendment (S.Amdt. 952) would have amended the CSA to exclude industrial hemp from the 
definition of marijuana. The amendment was not adopted as part of the Senate-passed farm bill.  


During conference on the House and Senate bills, the House provision was adopted with 
additional changes. The enacted law expands the House bill provision to allow both certain 
research institutions and also state departments of agriculture to grow industrial hemp, as part of 
an agricultural pilot program, if allowed under state laws where the institution or state department 
of agriculture is located.  


As the farm bill did not include an effective date distinct from the date of enactment, several 
states responded by making immediate plans to initiate new hemp pilot projects. In addition, 
several states enacted legislation to allow for hemp cultivation, which is a precondition for 
allowances under the 2014 farm bill. 


Some have speculated whether the industrial hemp provision in the 2014 farm bill could 
terminate, expire, or require reauthorization in a subsequent farm bill.49 Although some individual 
                                                 
46 For farm bill information, see CRS Report R43076, The 2014 Farm Bill (P.L. 113-79): Summary and Side-by-Side. 
47 7 U.S.C. 5940. 
48 Although not defined in the 2014 farm bill, the 2016 joint statement defines “institutions of higher education” 
according to the Higher Education Act of 1965, Section 101 of (20 U.S.C. §1001). 
49 See, for example, comments made during a National Agricultural Law Center webinar, “Production of Industrial 
Hemp in the U.S.: Overview, Status, and Legal Issue,” October 13, 2015. 
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authorizations in the farm bill specifically have provisions indicating that they expire in 2018 
(such as authorized funding levels), the industrial hemp research provision in the 2014 farm bill 
does not have such language. Furthermore, the farm bill does not contain a default sunset 
provision for all its authorizations. Accordingly, the industrial hemp research provision in the 
2014 farm bill appears to be intended to have some degree of permanence.  


Despite these efforts, industrial hemp continues to be subject to U.S. drug laws, and growing 
industrial hemp is restricted. Under current U.S. drug policy, all cannabis varieties—including 
industrial hemp—are considered Schedule I controlled substances under the Controlled 
Substances Act (CSA, 21 U.S.C. §§801 et seq.). Although hemp production is now allowed in 
accordance with the requirements under the 2014 farm bill provision, other aspects of production 
are still subject to DEA oversight, including the importation of viable seeds, which requires DEA 
registration according to the Controlled Substances Import and Export Act (CSIEA, 21 U.S.C. 
§§951-971). This requirement was reinforced in a 2016 joint “Statement of Principles on 
Industrial Hemp” from DEA, USDA, and FDA.50 The 2016 guidance also clarifies DEA’s 
contention that the commercial sale or interstate transfer of hemp continues to be restricted. (For 
more information, see “2016 Joint “Statement of Principles” on Industrial Hemp”.) 


Selected Appropriations Actions 


Immediately following the 2014 farm bill, some states quickly responded by expanding their 
efforts to grow industrial hemp. However, these initiatives were slowed by the absence of viable 
seeds in the United States to grow industrial hemp and DEA actions blocking the importation of 
viable seed. (For more information, see “DEA’s Blocking of Imported Viable Hemp Seeds”.) To 
avoid future similar DEA actions that might further stall full implementation of the hemp 
provision of the farm bill, Congress acted swiftly. Both the House and Senate FY2015 
Commerce-Justice-Science (CJS) appropriations bills contained provisions to block federal law 
enforcement authorities from interfering with state agencies and hemp growers and counter 
efforts to obstruct agricultural research. The enacted FY2015 appropriation blocked federal law 
enforcement authorities from interfering with state agencies, hemp growers, and agricultural 
research.51 The provision stated that “none of the funds made available” to the U.S. Justice 
Department and DEA “may be used in contravention” of the 2014 farm bill. Similar language has 
been included in each subsequent enacted CSJ appropriations and is now also part annual 
Agriculture appropriations.  


The enacted FY2018 Agriculture appropriation states that none of the funds made available by the 
Agriculture or any other appropriation may be used in contravention of the 2014 farm bill 
provision or “to prohibit the transportation, processing, sale, or use of industrial hemp that is 
grown or cultivated” in accordance with the farm bill provision “within or outside the State in 
which the industrial hemp is grown or cultivated.”52 The FY2017 and FY2016 Agriculture 
appropriation contained similar language.53 Language referring to selling industrial hemp within a 
state addresses intrastate commerce, whereas language referring to selling hemp outside the state 
may be considered to address interstate commerce. 


                                                 
50 81 Federal Register 156: 53395-53396, August 12, 2016; also DEA/USDA/FDA joint “Statement of Principles on 
Industrial Hemp,” August 2016. 
51 P.L. 113-235, Division B, §539.  
52 P.L. 115-141, Division A, §729. 
53 P.L. 115-31, Division A, §773, and, Division A, §729, respectively. 
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The FY2018 CJS appropriation (Division B of P.L. 115-31) states that “none of the funds made 
available by this Act may be used in contravention of section 7606 (‘‘Legitimacy of Industrial 
Hemp Research’’) of the Agricultural Act of 2014 (P.L. 113-79) by the Department of Justice or 
the Drug Enforcement Administration.” The enacted FY2017, FY2016, and FY2015 CJS 
appropriation contained similar language to block federal law enforcement from interfering with 
state agencies, hemp growers, and agricultural research.54  


Other proposed appropriations bills had also addressed industrial hemp. For example, the Senate 
FY2018 Energy and Water Development and Related Agencies appropriation proposed to prohibit 
regulators from denying hemp growers access to water if hemp is grown or cultivated in 
accordance with the laws of the state in which such use occurs.55 The provision was not enacted 
as part of the omnibus appropriation. 


In prior appropriations debates, the House CJS bills also included provisions stating that no funds 
be used to prevent a state from implementing its own state laws that “authorize the use, 
distribution, possession, or cultivation of industrial hemp” as defined in the 2014 farm bill.56 
These provisions were not adopted. In addition, as part of the FY2017 Agriculture appropriations 
debate, the Senate committee report urged USDA “to clarify the Agency’s authority to award 
Federal funds to research projects deemed compliant with Section 7606 of the Agricultural Act of 
2014.”57 The latter provision addressed questions by a number of state and private research 
institutions about the extent to which industrial hemp initiatives might be eligible for U.S. federal 
grant programs (both USDA and non-USDA program funds). This action built on previous efforts 
by several Members of Congress who sent a letter to USDA in November 2015 requesting 
clarification of the agency’s research funds for industrial hemp.58 


Additional information on the legislative intent behind the 2014 farm bill provision and a 
congressional response to DEA has taken actions that are in contravention of the farm bill were 
articulated in an amicus brief filed by Members of Congress in HIA, et al., v. DEA, et al.59 


State Laws 
Since the mid-1990s, there has been a resurgence of interest in the United States in producing 
industrial hemp. Farmers in regions of the country that are highly dependent upon a single crop, 
such as tobacco or wheat, have shown interest in hemp’s potential as a high-value alternative 
crop, although the economic studies conducted so far paint a mixed profitability picture. 
Beginning around 1995, an increasing number of state legislatures began to consider a variety of 
initiatives related to industrial hemp. Most of these have been resolutions calling for scientific, 
economic, or environmental studies, and some are laws authorizing planting experimental plots 
under state statutes.  


Following enactment of the 2014 farm bill provision, several states quickly adopted new state 
laws to allow for cultivation. To date, nearly 40 states or territories have enacted or introduced 
                                                 
54 P.L. 115-31, §538; P.L. 113-235, Division B, §539; and P.L. 114-113, Division B, §543, respectively. 
55 S. 1609, §204 (115th Congress). 
56 H.R. 4660, §557 (113th Congress); H.R. 2578, §557 (114th Congress). 
57 H.Rept. 114-259. 
58 Letter to USDA Secretary Tom Vilsack signed by 37 Representatives and 12 Senators, November 20, 2015. 
59 HIA, et al., v. DEA, et al., amicus brief of Members of the U.S. Congress, 9th Circuit, No. 17-70162, 
https://polis.house.gov/uploadedfiles/amicus_brief.pdf. This amicus brief was written by attorneys for Members of the 
U.S. Congress. The 9th Circuit ultimately dismissed the case in April 2018 on procedural grounds. 
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legislation favorable to hemp cultivation (Figure 6). Other states reportedly considering hemp 
legislation include Arizona, Georgia, Iowa, Kansas, Mississippi, New Mexico, Oklahoma, South 
Dakota, and Texas.60 (The status of state actions regarding hemp is changing rapidly, and 
information differs depending on source.61) 


Requirements differ among the states, and some states have enacted laws that are considered 
more comprehensive than others.62 Some common provisions across these state laws include  


 defining industrial hemp (based on the percentage of THC it contains) and 
excluding hemp from the definition of controlled substances under state law;  


 authorizing the growing and possessing of industrial hemp by creating an 
advisory board or commission;  


 establishing or authorizing a state licensing or registration program for growers 
and/or seed breeders;  


 requiring recordkeeping;  
 requiring waivers in some cases;  
 establishing or authorizing fee structures;  
 establishing inspection procedures;  
 allowing state departments to collect funds for research programs; 
 promoting research and development of markets for industrial hemp; 
 establishing certified seed requirements63 or, in some states, “heritage hemp 


seeds” (e.g., in Colorado and Kentucky); and 
 establishing penalties. 


Some states have well-developed guidelines for growers, covering issues such as registration and 
reporting requirements, inspection, THC testing and threshold determination, seed availability 
and certification, pesticide use, production standards, and other information. Other general 
requirements may apply under some circumstances. For example, in 2016, USDA published 
guidance on organic certification of industrial hemp products.64 Some are calling for the need to 
develop more far-reaching consensus standards for a range of cannabis varieties given concerns 
about the general lack of standards and test methods.65 Production of industrial hemp has been 
reported in several states (Table 2). 


                                                 
60 Information from the National Hemp Association, http://nationalhempassociation.org/. 
61 Resources for updated information include the National Conference of State Legislatures (NCSL), “State Industrial 
Hemp Statutes,” and the advocacy group Vote Hemp.  
62 National Agricultural Law Center, “Production of Industrial Hemp in the U.S.” 
63 Certified seed varieties are those proven to produce mature hemp plants with a THC below 0.3% in variety test plots 
across a range of climatic conditions. See, for example, Colorado Department of Agriculture, “Industrial Hemp: An 
Emerging Agricultural Crop in Colorado,” February 2, 2016; and Oregon State University, Oregon Seed Certification 
Service, “Certification Standards: Industrial Hemp (Cannabis sativa L.), December 2014. Seed certification standards 
and procedures are generally based on national standards adopted for industrial hemp by the Association of Official 
Seed Certifying Agencies (AOSCA) and follow state guidelines for all other agricultural crops. 
64 USDA, “Instruction: Organic Certification of Industrial Hemp Production,” NOP 2040, August 23, 2016. 
65 J. Murphy, “ASTM International Says Interest Is Growing for Cannabis Quality Standards,” Food Chemical News, 
July 29, 2016. ASTM International is a voluntary standards developing organization. 
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Figure 6. State Laws Related to Industrial Hemp 


 
Source: National Conference of State Legislatures, State Industrial Hemp Statutes (http://www.ncsl.org/


research/agriculture-and-rural-development/state-industrial-hemp-statutes.aspx). Accessed May 29, 2018. 


Notes: Darker shade indicates “allows cultivation of hemp for commercial, research or pilot programs.” 


Nonshaded states indicate “does not allow cultivation of hemp.” 


Among the states that have enacted taxation and/or fees for industrial hemp are California, 
Colorado, Indiana, Kentucky, Maine, Montana, Nevada, North Dakota, Oregon, Tennessee, 
Vermont, and West Virginia.66 


DEA Policy Statements and Other Federal Guidance 


DEA Permit Requirements 


Federal law prohibits cultivation of cannabis without a permit, and DEA enforces standards 
governing the security conditions under which the crop must be grown. In other words, a grower 
needs to get permission from DEA to grow cannabis or faces the possibility of federal charges or 
property confiscation, regardless of whether the grower has a state-issued permit.67  


Prior to the 2014 farm bill, although many states had established programs under which a farmer 
may be able to grow industrial hemp under certain circumstances, a grower would still need to 
obtain a DEA permit and abide by DEA’s strict production controls. This situation resulted in 
some high-profile cases in which growers applied for a permit but DEA did not approve (or 
denied) a permit to grow hemp, even in states that authorize cultivation under state laws.  


                                                 
66 Based on information collected in September 2015 provided by state analyst Brittany Dement. 
67 Registration requirements are at 21 C.F.R. 823. DEA’s registration procedures and applications are at 
http://www.deadiversion.usdoj.gov/drugreg/process.htm. 
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Even if DEA were to approve a permit, production might be discouraged because of the perceived 
difficulties of working through DEA licensing requirements and installing the types of structures 
necessary to obtain a permit. Obtaining a DEA permit required that the applicant demonstrate that 
an effective security protocol will be in place at the production site, such as security fencing 
around the planting area, a 24-hour monitoring system, controlled access, and possibly armed 
guards to prevent public access.68 DEA application requirements also include a nonrefundable 
fee, FBI background checks, and extensive documentation. It could also be argued that the 
necessary time-consuming steps involved in obtaining and operating under a DEA permit, the 
additional management and production costs from installing structures, and other business and 
regulatory requirements could ultimately limit the operation’s profitability. 


There was also ongoing tension between federal and state authorities over state hemp policies. 
After North Dakota passed its own state law authorizing industrial hemp production in 1999,69 
researchers repeatedly applied for, but did not receive, a DEA permit to cultivate hemp for 
research purposes in the state.70 Also in 2007, two North Dakota farmers were granted state hemp 
farming licenses and, in June 2007, filed a lawsuit in U.S. District Court (North Dakota) seeking 
“a declaratory judgment” that the CSA “does not prohibit their cultivation of industrial hemp 
pursuant to their state licenses.”71 The case was dismissed in November 2007.72 The case was 
appealed to the U.S. Court of Appeals (8th Circuit) but was again dismissed in December 2009.73  


As some states began to allow U.S. producers to grow hemp under state law, some growers were 
foregoing the requirement to obtain a federal permit. For example, in 2009, Montana’s 
Agriculture Department issued its first state license for an industrial hemp-growing operation in 
the state, and media reports indicated that the grower did not intend to request a federal permit.74 
Such cases posed a challenge to DEA of whether it was willing to override the state’s authority to 
allow for hemp production in the state. 


                                                 
68 University of Kentucky Cooperative Extension Service, “Industrial Hemp—Legal Issues,” September 2012. 
69 The North Dakota Department of Agriculture issued final regulations in 2007 on licensing hemp production.  
70 See, for example, letter from North Dakota State University to DEA, July 27, 2007. 
71 David Monson and Wayne Hauge v. Drug Enforcement Administration and United States Department of Justice, 
Complaint for Declaratory Judgment, U.S. District Court for the District of North Dakota, June 18, 2007.  
72 Monson v. DEA, 522 F. Supp. 2d 1188 (D.N.D. 2007). 
73 Monson v. DEA, 589 F.3d 952 (8th Cir. 2009). 
74 M. Brown, “First License Issued to Montana Hemp Grower,” Missoulian, October 27, 2009. 
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Other DEA Policies Regarding Industrial Hemp (Pre-2014 Farm Bill) 


DEA documentation illustrates how DEA has reviewed inquiries about the legal status of hemp-based products, including 


inquiries from U.S. customs inspectors regarding the need for guidance regarding imported hemp products:  


DEA took the position that it would follow the plain language of the Controlled Substances Act (CSA), which 


expressly states that anything that contains “any quantity” of marijuana or THC is a schedule I controlled substance. 


However, as a reasonable accommodation, DEA exempted from control legitimate industrial products that contained 


THC but were not intended for human consumption (such as clothing, paper, and animal feed).  


DEA’s position that “anything that contains ‘any quantity’ of marijuana or THC” should be regarded as a controlled 


substance is further supported by reports published by the National Institute on Drug Abuse, which is part of the National 


Institutes of Health. Although it does not have a formal position about industrial hemp, its research tends to conflate all 


cannabis varieties, including marijuana and hemp. For example, it reports: “All forms of marijuana are mind-altering 


(psychoactive),” and “they all contain THC (delta-9-tetrahydrocannabinol), the main active chemical in marijuana.” DEA 


further maintained that the CSA does not differentiate between different varieties of cannabis based on THC content.  


Regarding interest among growers in some states to cultivate hemp for industrial use, DEA claimed that the courts have 


supported the agency’s current policy that all hemp growers—regardless of whether a state permit has been issued and of 


the THC content—are subject to the CSA and must obtain a federal permit: 


Under the CSA, anyone who seeks to grow marijuana for any purpose must first obtain a DEA registration authorizing 


such activity. However, several persons have claimed that growing marijuana to produce so-called “hemp” (which 


purportedly contains a relatively low percentage of THC) is not subject to CSA control and requires no DEA 


registration. All such claims have thus far failed, as every federal court that has addressed the issue has ruled that any 


person who seeks to grow any form of marijuana (no matter the THC content or the purpose for which it is grown) 


must obtain a DEA registration.  


Regarding states that have enacted laws legalizing cannabis grown for industrial purposes, DEA had stated “these laws 


conflict with the CSA, which does not differentiate, for control purposes, between marijuana of relatively low THC content 


and marijuana of greater THC content.”  


Source: CRS from DEA, “DEA History in Depth,” 1999-2003, and other DEA published resources. DEA-cited court cases: 


New Hampshire Hemp Council, Inc. v. Marshall, 203 F.3d I (1st Cir 2000); United States v. White Plume, supra; Monson v. 


DEA, 522 F.Supp.2d 1188 (D. N.D. 2007), No. 07-3837 (8th Cir. 2007). 


There is limited information about DEA’s permit process and on facilities that are licensed to 
grow hemp, even for research purposes. Previous reports indicate that DEA had issued a permit 
for an experimental quarter-acre plot at the Hawaii Industrial Hemp Research Program from 1999 
to 2003 (now expired).75 Most reports indicate that DEA was reluctant to grant licenses to grow 
hemp, even for research purposes.76 Some land grant university researchers have been granted 
licenses to conduct hemp research under certain conditions.77  


Dispute over Hemp Imports (1999-2004) 


Starting in late 1999, DEA acted administratively to demand that the U.S. Customs Service 
enforce a zero-tolerance standard for the THC content of all forms of imported hemp—and hemp 
foods in particular. Development of DEA’s rules to support its actions sparked a fierce battle over 
the permissibility of imported hemp-based food products that lasted from 1999 until 2004. 


DEA followed up, in October 2001, with publication of an interpretive rule in the Federal 
Register explaining the basis of its zero-tolerance standard.78 It held that when Congress wrote the 
statutory definition of marijuana in 1937, it “exempted certain portions of the Cannabis plant 
                                                 
75 DEA, “Statement from the Drug Enforcement Administration on the Industrial Use of Hemp,” March 12, 1998. 
76 S. Raabe, “First Major Hemp Crop in 60 Years Is Planted in Southeast Colorado,” Denverpost.com, May 13, 2013. 
77 B. Bakst, “Minnesota to Go Slow on Industrial Hemp Pilot Project, Frustrating Farmers Eager to Grow Crop,” 
Minneapolis Star Tribune, August 8, 2015. 
78 66 Federal Register 51530, October 9, 2001. 
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from the definition of marijuana based on the assumption (now refuted) that such portions of the 
plant contain none of the psychoactive component now known as THC.”  


In March 2003, DEA issued two final rules addressing the legal status of hemp products derived 
from the cannabis plant. It found that hemp products “often contain the hallucinogenic substance 
tetrahydrocannabinols (THC) ... the primary psychoactive chemical found in the cannabis 
(marijuana) plant.”79 Although DEA acknowledged that “in some cases, a Schedule I controlled 
substance may have a legitimate industrial use,” such use would be allowed only under highly 
controlled circumstances. These rules set forth what products may contain “hemp” and also 
prohibit “cannabis products containing THC that are intended or used for human consumption 
(foods and beverages).” 


Both the proposed rule (which was published concurrently with the interpretive rule) and the final 
2003 rule gave retailers of hemp foods a date after which DEA could seize all such products 
remaining on shelves. On both rules, hemp trade associations requested and received court-
ordered stays blocking enforcement of that provision. DEA’s interpretation made hemp with any 
THC content subject to enforcement as a controlled substance. 


Hemp industry trade groups, retailers, and a major Canadian exporter filed suit against DEA, 
arguing that congressional intent was to exempt plant parts containing naturally occurring THC at 
nonpsychoactive levels, the same way it exempts poppy seeds containing trace amounts of 
naturally occurring opiates.80 Industry groups maintain that (1) naturally occurring THC in the 
leaves and flowers of cannabis varieties grown for fiber and food is already at below-
psychoactive levels (compared with drug varieties); (2) the parts used for food purposes (seeds 
and oil) contain even less; and (3) after processing, the THC content is at or close to zero. U.S. 
and Canadian hemp seed and food manufacturers have in place a voluntary program for certifying 
low, industry-determined standards in hemp-containing foods. Background information on the 
TestPledge Program is available at http://www.TestPledge.com. The intent of the program is to 
assure that consumption of hemp foods will not interfere with workplace drug testing programs or 
produce undesirable mental or physical health effects. 


On February 6, 2004, the U.S. Court of Appeals for the Ninth Circuit permanently enjoined the 
enforcement of the final rule.81 The court stated that “DEA’s definition of ‘THC’ contravenes the 
unambiguously expressed intent of Congress in the CSA and cannot be upheld.”82 In late 
September 2004 the Bush Administration let the final deadline pass without filing an appeal.83 


In January 2017, HIA petitioned the U.S. Court of Appeals for the Ninth Circuit to block DEA’s 
implementation of its December final rule on marijuana extracts, which would designate certain 
hemp-derived nonpsychotropic products, such as CBD, as a “marihuana extract” subject to the 


                                                 
79 DEA, “DEA History in Depth,” 1999-2003, and other DEA published resources. 
80 21 U.S.C. §802 (19) and (20). 
81 68 Federal Register 14113, March 21, 2003. 
82 HIA v. DEA, 357 F.2d (9th Circuit 2004). 
83 DEA claims that the courts have expressed conflicting opinions on these issues (e.g., see DEA, “DEA History in 
Depth”): 


Despite the plain language of the statute supporting DEA’s position, the ninth circuit ruled in 2004 that the DEA 
rules were impermissible under the statute and therefore ordered DEA to refrain from enforcing them. 
Subsequently, in 2006, another federal court of appeals (the eight circuit) took a different view, stating, as DEA 
had said in its rules: “The plain language of the CSA states that schedule I(c) includes ‘any material ... which 
contains any quantity of THC’ and thus such material is regulated.”… Thus, the federal courts have expressed 
conflicting views regarding the legal status of cannabis derivatives. 
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CSA.84 Then, in February, 2017, HIA again petitioned the court alleging that DEA violated the 
court’s 2004 order when it indicated that a North Dakota hemp company would need a DEA 
registration and would be subject to other requirements before it could ship processed hemp 
products outside the state, even though these products were in accordance with state law and the 
2014 farm bill.85  


In May 2018, DEA issued an internal directive to further clarify the ruling in the 2004 court 
case.86 The directive acknowledges that products and materials made from the cannabis plant that 
fall outside the CSA’s definition of marihuana—such as sterilized seeds incapable of 
germination, oil or cake made from the seeds, mature stalks, and fiber from mature stalks—are 
exempt from CSA and may be “sold and otherwise distributed throughout the United States 
without restriction under the CSA or its implementing regulations.”87 Exempt cannabis plant 
material also includes “any other compound, manufacture, salt, derivative, mixture, or 
preparation” of the above items, despite the presence of cannabinoids. The directive further 
acknowledges that such exempt products and materials may be imported into the United States 
without restriction (under the Controlled Substances Import and Export Act, 21 U.S.C. §§951-
971) or exported from the United States (“provided further that it is lawful to import such 
products under the laws of the country of destination”). The directive does not address marijuana 
extracts and resins.  


Some in the hemp industry are interpreting the 2018 directive as providing an indication of DEA’s 
position regarding extracts such as CBD from exempt plant materials, including industrial hemp. 
They claim that this could provide an indication that CBD extracted from hemp could be 
considered exempt from CSA regulation and DEA’s jurisdiction.88 They also acknowledge that 
some research indicates that meaningful levels of CBD might not be readily extracted from 
exempt plant materials such as industrial hemp. 


2013 DEA Guidance Outlined in “Cole Memo” 


In August 2013, the Department of Justice (DOJ) updated its federal marijuana enforcement 
policy following 2012 state ballot initiatives in Washington and Colorado that “legalized, under 
state law, the possession of small amounts of marijuana and provide for the regulation of 
marijuana production, processing, and sale.”89 The guidance—commonly referred to as the “Cole 
memo”—outlines DOJ’s policy, clarifying that “marijuana remains an illegal drug under the 
Controlled Substances Act and that federal prosecutors will continue to aggressively enforce this 
statute.” DOJ identified eight enforcement areas that federal prosecutors should prioritize 


1. Preventing the distribution of marijuana to minors, 


                                                 
84 HIA; Centuria Natural Foods, Inc.; and RMH Holdings, LLC v. DEA, Petition for Review, January 13, 2017. The 
DEA final rule is at 81 Federal Register 90194, December 14, 2016. 
85 HIA, et al. v. DEA, Nos. 03-71336, 03-71603, February 6, 2017 (9th Circuit). For more information, see L. K. Houck 
and R. vanLaack, “Hemp Industries Association Seeks Contempt Against DEA; Alleges Violation of 2004 Hemp 
Order,” FDA Law Blog, February 20, 2017. 
86 HIA v. DEA, 357 F.2d (9th Circuit 2004). 
87 DEA, “DEA Internal Directive Regarding the Presence of Cannabinoids in Products and Materials Made from the 
Cannabis Plant,” May 22, 2018. 
88 D. Shortt, “DEA Confirms It Cannot Regulate All Parts of the Cannabis Plant,” Canna Law Blog, May 29, 2018. 
89 Letter providing guidance regarding marijuana enforcement from Deputy U.S. Attorney General James Cole to all 
U.S. States Attorneys, August 29, 2013. 
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2. Preventing revenue from the sale of marijuana from going to criminal enterprises, 
gangs, and cartels, 


3. Preventing the diversion of marijuana from states where it is legal under state law 
in some form to other states, 


4. Preventing state-authorized marijuana activity from being used as a cover or 
pretext for the trafficking of other illegal drugs or other illegal activity, 


5. Preventing violence and the use of firearms in the cultivation and distribution of 
marijuana, 


6. Preventing drugged driving and the exacerbation of other adverse public health 
consequences associated with marijuana use, 


7. Preventing the growing of marijuana on public lands and the attendant public 
safety and environmental dangers posed by marijuana production on public 
lands, and  


8. Preventing marijuana possession or use on federal property. 


Although the Cole memo does not specifically address industrial hemp, because DOJ regards all 
varieties of the cannabis plant as “marijuana” and does not distinguish between low- and high-
THC varieties, the August 2013 guidance appears to cover industrial hemp production as well. 
Accordingly, some are interpreting the guidance as allowing states to proceed to implement their 
laws regulating and authorizing the cultivation of hemp.90  


Changes to Colorado’s state laws in November 2012 now allow for industrial hemp cultivation. 
Industrial hemp was reported as being grown in Colorado in 2013.91 However, growers and state 
authorities continue to face a number of challenges implementing Colorado’s law, including 
sampling, registration and inspection, seed availability and sourcing, disposition of noncomplying 
plants, and law enforcement concerns, as well as production issues such as hemp agronomics, 
costly equipment, and limited manufacturing capacity, among other grower and processor 
concerns.92 There is also general uncertainty about how federal authorities will respond to 
production in states where state laws allow cultivation. 


In November 2012, state authorities in Colorado requested clarification from DOJ about how 
federal enforcement authorities might respond to its newly enacted laws and forthcoming 
regulations.93 Since federal law regards all varieties of the cannabis plant as “marijuana,” many 
continue to regard DOJ’s August 2013 guidance as also likely applicable to the regulation of 
industrial hemp.94 In November 2013, Colorado officials requested further clarification regarding 
the cultivation of industrial hemp specifically.95 It is not known whether either federal agency has 
responded to the state’s requests. 


                                                 
90 Letter to interested parties from Joe Sandler, counsel for Vote Hemp, November 13, 2013. 
91 S. Raabe, “First Major Hemp Crop in 60 Years Is Planted in Southeast Colorado,” Denverpost.com, May 13, 2013; 
also see E. Hunter, “Industrial Hemp in Colorado,” presentation at the 2013 HIA conference, November 17, 2013. 
92 R. Carleton, “Regulating Industrial Hemp: The Colorado Experience,” presentation at the 2014 National Association 
of State Department of Agriculture winter meeting, February 3, 2013; and E. Hunter, “Industrial Hemp in Colorado,” 
presentation at the 2013 HIA conference, November 17, 2013.  
93 Letter from the governor and attorney general of the state of Colorado to Eric Holder Jr., U.S. Attorney General, 
November 13, 2012. 
94 Letter from Joe Sandler, counsel for Vote Hemp, to interested parties, November 13, 2013. 
95 Letter from the commissioner of the Colorado Department of Agriculture to Tom Vilsack, Secretary of Agriculture, 
November 13, 2013. 
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In September 2013, Representative Blumenauer sent a letter to Oregon state officials urging them 
to implement that state’s hemp laws.96 In response, DOJ officials in Oregon reiterated that since 
“‘industrial hemp’ is marijuana, under the CSA, these eight enforcement priorities apply to hemp 
just as they do for all forms of cannabis” and that “federal prosecutors will remain aggressive” 
when it comes to protecting these eight priorities.97 They further indicated that they do not intend 
to interfere with their state’s hemp production so long as it is well-regulated and subject to 
enforcement.98 Some regard that correspondence as indicative of how federal authorities might 
respond to production in states that permit growing and cultivating hemp.99 


In January 2018, Attorney General Jeff Sessions sent a memorandum to all U.S. Attorneys 
rescinding previous nationwide guidance specific to marijuana enforcement, including the 2013 
Cole Memo.100 Since both the Cole Memo and the 2018 Sessions memorandum are focused on 
marijuana enforcement, some maintain that this action does not impact ongoing industrial hemp 
efforts in some states.101  


DEA’s Blocking of Imported Viable Hemp Seeds 


In response to the enactment of the 2014 farm bill provision allowing for the cultivation of 
industrial hemp by research institutions and state departments of agriculture, several states made 
immediate plans to initiate new hemp pilot projects.  


Kentucky announced plans for several pilot projects through the Kentucky Department of 
Agriculture. However, in May 2014, U.S. Customs officials blocked the department’s shipment of 
250 pounds of imported viable hemp seed from Italy at Louisville International Airport. DEA 
officials contend that the action was warranted since the “importation of cannabis seeds continues 
to be subject to the Controlled Substances Import and Export Act (CSIEA)”102 and to the 
implementing regulations, which restrict persons from importing viable cannabis seed unless they 
are registered with DEA and have obtained the necessary Schedule I research permit, among 
other requirements.  


Viable seeds are seeds that are alive and have the potential to germinate and develop into normal 
reproductively mature plants, under appropriate growing conditions. DEA has required that seeds 
be either heat sterilized or steam sterilized to remove any naturally occurring traces of THC, 
which makes the seeds mostly incapable of germination. DEA regulates the importation, 
sterilization, and commercial distribution of hemp seed pursuant to CSIEA.103  


                                                 
96 Letter from Representative Earl Blumenauer to Oregon Department of Agriculture and State Board of Agriculture 
officials, September 17, 2013.  
97 Letter from S. Amanda Marshall, U.S. Attorney, District of Oregon, to Representative Earl Blumenauer, November 
7, 2013.  
98 Ibid. See also N. Crombie, “U.S. Rep. Earl Blumenauer Urges Oregon to Implement Industrial Hemp Law,” The 
Oregonian, September 18, 2013. 
99 CRS communication with representatives of Vote Hemp, Inc., January 2014. 
100 Memorandum for all United States Attorneys from AG Jefferson B. Sessions regarding “Marijuana Enforcement,” 
January 4, 2018. For more background, CRS Legal Sidebar LSB10054, Attorney General’s Memorandum on Federal 
Marijuana Enforcement: Possible Impacts. 
101 HIA, “State Legalized Hemp Farming Programs Remain Legal Under Farm Bill,” January 11, 2018; and “Hemp 
Industry Questions Whether Marijuana Memo Includes Hemp,” Hagstrom Report, January 17, 2018. 
102 21 U.S.C. §§951-971. Letter from Joseph T. Rannazzisi, Deputy Assistant Administrator, DEA Office of Diversion 
Control, to Luke Morgan, counsel for Kentucky Department of Agriculture, May 13, 2014. 
103 21 U.S.C. 951 et seq. and 21 C.F.R. 1311. 
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To facilitate release of the hemp seeds, the Kentucky Department of Agriculture filed a lawsuit in 
U.S. District Court against DEA, DOJ, U.S. Customs and Border Protection, and the U.S. 
Attorney General.104 In the lawsuit, the department contends that its efforts to grow industrial 
hemp are authorized under both state and federal law and that DEA should not seek to impose 
“additional requirements, restrictions, and prohibitions” on hemp production beyond 
requirements in the 2014 farm bill or otherwise interfere with its delivery of hemp seeds.  


Kentucky’s seeds were eventually released and planted. However, these actions resulted in 
uncertainty for U.S. hemp growers. Some in the industry claim that DEA continues to initiate 
policy changes intended to block hemp cultivation.105 In response, Congress enacted additional 
legislation to stop DEA from intervening in the implementation of the 2014 farm bill provision. 
(For more information, see “Selected Appropriations Actions”.) 


Although hemp production is now allowed in accordance with the requirements under the 2014 
farm bill provision, the importation of viable seeds still requires DEA registration according to 
CSIEA (21 U.S.C. §§951-971). This requirement was reinforced in a 2016 joint “Statement of 
Principles” on industrial hemp from DEA, USDA, and FDA.106 Purchasing viable seed for 
germination continues to be a complicated process. It can be difficult to locate a seed source, 
since there are no U.S. cultivars, and any seed must be sourced internationally. Also, the grower 
must submit a DEA 357 import form, and any seed source must be prescreened by DEA and also 
meet USDA phytosanitary rules. Once the permit is obtained, a copy of the permit is then sent to 
the seed supplier and may be shipped by air freight.107 Other requirements include approval for 
entry and ground transport to field sites and field site security.  


2016 Joint “Statement of Principles” on Industrial Hemp 


In August 2016, DEA issued three major decisions on marijuana and industrial hemp.108 
Regarding marijuana, DEA announced it was rejecting a petition to reschedule marijuana 
(affirming its continued status as an illegal Schedule I controlled substance).109 It also announced 
certain policy changes regarding authorized marijuana cultivators for research.110 Regarding 
industrial hemp, DEA issued a joint statement with USDA and FDA on the principles on 
industrial hemp.  


                                                 
104 Kentucky Department of Agriculture v. DEA, U.S. Customs and Border Protection, U.S. Justice Department, and 
Eric Holder (Western District of Kentucky, Louisville Division), May 2014. 
105 See, for example: J. Beckerman, “The Curious Legal Status of CBD & Industrial Hemp-Derived Cannabinoids,” 
The Seminar Group webinar, September 13, 2016. 
106 81 Federal Register 156: 53395-53396, August 12, 2016; also DEA/USDA/FDA joint “Statement of Principles on 
Industrial Hemp,” August 2016. The statement reads: “Section 7606 specifically authorized certain entities to “grow or 
cultivate” industrial hemp but did not eliminate the requirement under the Controlled Substances Import and Export 
Act that the importation of viable cannabis seeds must be carried out by persons registered with the DEA to do so.” For 
more information, see “2016 Joint “Statement of Principles” on Industrial Hemp”. 
107 NC-FAR Capitol Hill seminar, April 29, 2016 (“Purdue University Industrial Hemp Initiative”). 
108 81 Federal Register 156: 53395-53396, August 12, 2016; also DEA/USDA/FDA joint “Statement of Principles on 
Industrial Hemp,” August 2016. For more information, see CRS Legal Sidebar WSLG1667, DEA Will Not Reschedule 
Marijuana, But May Expand Number of Growers of Research Marijuana. 
109 For more information on marijuana’s current status and on rescheduling, see CRS Report R43034, State 
Legalization of Recreational Marijuana: Selected Legal Issues.  
110 For other related information, see J. A. Gilbert Jr. and L. K. Houck, “DEA Issues a Trifecta of Significant Marijuana 
and Industrial Hemp Decisions, Including Rejecting Rescheduling for Legitimate Medical Use,” FDA Law Blog, 
August 12, 2016. 







Hemp as an Agricultural Commodity 


 


Congressional Research Service 26 


The three federal agencies acknowledged that the 2014 farm bill provision regarding industrial 
hemp “left open many questions regarding the continuing application of Federal drug control 
statutes to the growth, cultivation, manufacture, and distribution of industrial hemp products, as 
well as the extent to which growth by private parties and sale of industrial hemp products are 
permissible.”111 The 2014 farm bill also “did not remove industrial hemp from the controlled 
substances list.” Federal law continues to restrict hemp-related activities that were not specifically 
legalized under the farm bill provision, which did not amend CSA requirements regarding the 
manufacture and distribution of “drug products” containing controlled substances. The farm bill 
provision also did not amend the Federal Food, Drug, and Cosmetic Act112 regarding the approval 
process for new drug applications.  


The joint statement restates the 2014 farm bill’s requirement that hemp be grown and cultivated 
“in accordance with an agricultural pilot program ... established by a State department of 
agriculture or State agency ... in a State where the production of industrial hemp is otherwise 
legal under State law.”113 It further notes that “state registration and certification of sites used for 
growing or cultivating industrial hemp” were not addressed in the 2014 farm bill and 
recommends that “such registration should include the name of the authorized manufacturer, the 
period of licensure or other time period during which such person is authorized by the State to 
manufacture industrial hemp, and the location, including Global Positioning System coordinates, 
where such person is authorized to manufacture industrial hemp.” 


Among the noted positive aspects of the joint statement is clarification by the federal agencies 
about who is able to grow or cultivate industrial hemp as part of a state’s agricultural research 
pilot program and the applicability of USDA research and other programs to support industrial 
hemp. Other aspects of the joint statement, however, have raised concerns regarding how the 
federal agencies view the statutory definition of industrial hemp and also possible restrictions on 
the sale of industrial hemp products and the importation of viable seeds for growing and 
cultivation. Each of these is discussed in the following sections. 


Many in Congress and in the hemp industry had much anticipated clarification regarding DEA’s 
position on industrial hemp, given continued uncertainty and despite support for hemp cultivation 
in the 2014 farm bill. The joint statement provides guidance to “individuals, institutions, and 
states” on a number of issues pertaining to the growing and cultivation of hemp. While some in 
Congress and in the industry are encouraged by parts of the joint statement, they have expressed 
concerns about other aspects of the joint statement.114 A summary of these issues is as follows. 


 Clarification regarding who can grow/cultivate hemp. The joint statement 
acknowledges that the 2014 farm bill authorized “State departments of 
agriculture, and persons licensed, registered, or otherwise authorized by them” 
and “institutions of higher education or persons employed by or under a 
production contract or lease with them” to grow or cultivate industrial hemp as 
part of an agricultural pilot program in accordance with the 2014 farm bill. This 
seemingly clears up confusion regarding the potential participation of private 
farmers licensed or under contract with authorized state departments of 
agriculture and institutions of higher learning. 


                                                 
111 81 Federal Register 53395-53396, August 12, 2016. 
112 21 U.S.C. §301 et seq. 
113 81 Federal Register 53395-53396, August 12, 2016.  
114 Letter from several House and Senate Members of Congress to officials at DEA, USDA, and FDA, October 27, 
2016; and HIA press releases, August 15 and August 17, 2016.  
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 Clarification regarding USDA research support for hemp. The joint statement 
clarifies that institutions of higher education and other authorized participants 
“may be able to participate in USDA research or other programs to the extent 
otherwise eligible for participation in those programs.” This seemingly addresses 
questions raised in November 2015 by some Members of Congress as part of a 
letter sent to USDA requesting clarification on the extent to which federal funds 
may be used to support research on industrial hemp.  


 Confusion regarding the definition of industrial hemp. Some in the hemp 
industry worry that the joint statement reinterprets the statutory definition of 
industrial hemp to cover fiber and seed only, excluding flowering tops, which 
they believe is covered by the farm bill definition.115 The flowering heads of the 
plant have the greatest cannabinoid content. They also worry that the joint 
statement expands upon inherent restrictions to the statutory definition in that it 
broadly highlights the term THC, which is defined to include “all isomers, acids, 
salts, and salts of isomers of tetrahydrocannabinols,” whereas the statutory 
definition in the 2014 farm bill specifies delta-9 THC, the dominant psychoactive 
cannabinoid of cannabis. Some in Congress claim that the executive branch is 
defining industrial hemp more narrowly than that defined in statute in that it 
“drops the ‘delta-9’ when describing tetrahydrocannabinol” and “adds isomers, 
acids, and salts of isomers of THC to count against the 0.3% THC threshold.”116 
These Members of Congress have asked that the definition be removed from the 
guidance.  


 Confusion regarding possible restrictions on commerce. Some in Congress 
note that the 2014 farm bill defined ‘‘agricultural pilot program’’ to mean “a pilot 
program to study the growth, cultivation, or marketing of industrial hemp” 
(italics added).117 These Members of Congress have asked for confirmation that 
“general commercial activity” does not prevent any types of sale from occurring 
from the framework of an approved pilot program. Likewise, the hemp industry 
remains concerned about the inclusion of language in the joint statement 
indicating that “industrial hemp products ... may not be sold in States where such 
sale is prohibited.”118 Broadly speaking “industrial hemp products” are already 
widely marketed, sold, and distributed. Some claim that this restriction on sales is 
contrary to provisions in both the CSA and the 2014 farm bill.  


 Confusion regarding the transportation and sales of hemp. The joint 
statement also emphasizes that “industrial hemp plants and seeds may not be 
transported across State lines,” and restates DEA’s position that the importation 
of viable cannabis seeds be carried out by DEA-registered persons, in accordance 
with CSIEA, seemingly to limit the sale of hemp products only in states with 
industrial hemp pilot programs. This remains a contentious issue following 
DEA’s blocking of viable hemp seed in 2014. Some in Congress maintain that 


                                                 
115 See, for example, HIA press releases, August 2016; and J. Beckerman, “The Curious Legal Status of CBD and 
Industrial Hemp-Derived Cannabinoids,” The Seminar Group webinar, September 13, 2016. 
116 Letter from House and Senate Members of Congress to DEA, USDA, and FDA officials, October 27, 2016. 
117 Ibid. 
118 See, for example, HIA press releases, August 2016; and Beckerman, “The Curious Legal Status of CBD.” 
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federal agencies do not have the authority to limit hemp sales or prohibit the 
transport of plants or seed under the 2014 farm bill.119  


The joint statement’s guiding principles are provided in the Appendix B.  


Additional confusion remains, however, since the joint statement explicitly says it “does not 
establish any binding legal requirements,” further raising questions about whether guidance in the 
statement could influence future DEA policies and enforcement action regarding industrial hemp 
cultivation and marketing.  


2018 Restrictions on SBA Loans  


In April 2018, the Small Business Administration (SBA) prohibited banks from issuing SBA-
backed loans to any “business that grows, produces, processes, distributes or sells products 
purportedly made from ‘hemp’ … unless the business can demonstrate that its business activities 
and products are legal under federal and state law. Examples of legal hemp products include 
paper, clothing and rope.” Given the continued uncertainty about the legality of the marketing of 
industrial hemp products, it may be difficult for SBA to determine if a business’s activities and 
products are legal under federal law, which could restrict hemp businesses from obtaining SBA-
backed loans. 


Other Federal Agency Actions 


In 1994, President Clinton issued Executive Order 12919, “National Defense Industrial Resources 
Preparedness,” which was intended to strengthen the U.S. industrial and technology base for 
meeting national defense requirements. The order included hemp among the essential agricultural 
products that should be stocked for defense preparedness purposes.120 Some hemp supporters 
have argued that the executive order gives hemp a renewed value as a strategic crop for national 
security purposes in line with its role in World War II.121 


USDA has supported research on alternative crops and industrial uses of common commodities 
since the late 1930s. Some alternative crops have become established in certain parts of the 
United States—kenaf (for fiber) in Texas, jojoba (for oil) in Arizona and California, and amaranth 
(for nutritious grain) in the Great Plains states. Many have benefits similar to those ascribed to 
hemp but are not complicated by having a psychotropic variety within the same species.  


The Critical Agricultural Materials Act of 1984 (P.L. 98-284, 7 U.S.C. §178) supports the 
supplemental and alternative crops provisions of the 1985 and 1990 omnibus farm acts and other 
authorities and funds research and development on alternative crops at USDA and state 
laboratories.122 In addition, Section 1473D of the National Agricultural Research, Extension, and 
Teaching Policy Act of 1977 (7 U.S.C. §3319d(c)) authorizes USDA to make competitive grants 
toward the development of new commercial products derived from natural plant material for 
industrial, medical, and agricultural applications. To date, these authorities have not been used to 
develop hemp cultivation and use. 


                                                 
119 Letter from House and Senate Members of Congress to DEA, USDA, and FDA officials, October 27, 2016. 
120 Hemp is included under the category of “food resources,” which is defined to mean, in part, “all starches, sugars, 
vegetable and animal or marine fats and oils, cotton, tobacco, wool, mohair, hemp, flax, fiber and other materials, but 
not any such material after it loses its identity as an agricultural commodity or product.”  
121 J. B. Kahn, “Hemp ... Why Not?” Berkeley Electronic Press Legal Series, Paper 1930, 2007. 
122 In 2014, funding for the program totaled $1.1 million, but no funding was requested for subsequent years. 
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The United States is a signatory of the United Nations Single Convention on Narcotic Drugs, 
1961.123 The principal objectives of the convention are to “limit the possession, use, trade in, 
distribution, import, export, manufacture and production of drugs exclusively to medical and 
scientific purposes and to address drug trafficking through international cooperation to deter and 
discourage drug traffickers.”124 The convention requires that each party control cannabis 
cultivation within its borders. However, Article 28.2 of the convention states, “This Convention 
shall not apply to the cultivation of the cannabis plant exclusively for industrial purposes (fibre 
and seed) or horticultural purposes.” Thus the convention need not present an impediment to the 
development of a regulated hemp farming sector in the United States. 


Ongoing Congressional Activity 


2018 Farm Bill Debate 


Congress has continued to introduce legislation to further advance industrial hemp and address 
continued perceived obstacles to hemp production in the United States. Specifically, an expanded 
version of the Industrial Hemp Farming Act—first introduced in the 109th Congress—was 
introduced in the 115th Congress in both the House and Senate (H.R. 5485; S. 2667). These bills 
are further discussed in “Industrial Hemp Farming Act”. Many of the provisions in these bills are 
included in the Senate version of the 2018 farm bill legislation (S. 3042) that is now being 
debated in Congress.  


House Farm Bill (H.R. 2) 


A number of hemp-related amendments to the House Agriculture Committee bill (Agriculture and 
Nutrition Act of 2018, H.R. 2) were proposed and/or considered but not adopted.  


During House committee markup, Representative Comer considered but did not propose an 
amendment to H.R. 2 that would clarify that federally recognized Indian tribes are eligible to 
grow hemp in accordance with the conditions specified in the 2014 farm bill.125 It would have 
also required USDA to develop guidance on standardized testing procedures for the THC 
concentration for industrial hemp.  


Amendments regarding hemp were also submitted for consideration by the House Rules 
Committee but were not made in order and so were not allowed to proceed during the House floor 
debate on H.R. 2. One bipartisan proposal submitted by Representatives Massie and Polis 
proposed to remove industrial hemp from the CSA definition of marihuana. Another proposal 
submitted by Representatives Comer and Blumenauer, among others, also proposed to remove 
industrial hemp from the CSA definition and place hemp in the jurisdiction of the USDA as an 
agricultural commodity. Another amendment proposed by Representative Barr would create a 
safe harbor for financial institutions that provide services to hemp businesses authorized under 


                                                 
123 As amended by the 1972 Protocol Amending the Single Convention on Narcotic Drugs, 1961, Article 28. 
124 Information posted on International Narcotics Control Board website. 
125 Some studies have raised issues related to hemp production and cultivation on tribal lands. See, for example, A 
Review of Hemp as a Sustainable Agricultural Commodity: Tools and Recommendations for Winona LaDuke’s Hemp 
Farm and Sovereign Native American Tribes, Task Force report by the University of Washington’s Henry M. Jackson 
School of International Studies, 2018; and J. S. Hipp and C.D. Duren, Regaining Our Future: An Assessment of Risks 
and Opportunities for Native Communities in the 2018 Farm Bill, University of Arkansas School of Law, June 2017.  
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the 2014 farm bill. None of these amendments or other provisions regarding industrial hemp are 
included in H.R. 2.  


Senate Farm Bill (S. 3042) 


The Senate Agriculture, Nutrition, and Forestry Committee farm bill (Agriculture Improvement 
Act of 2018, S. 3042) includes a number of provisions regarding industrial hemp within the bill’s 
Horticulture title, Research title, Crop Insurance title, and Miscellaneous title (Appendix C). 
Many of these provisions originated in the Industrial Hemp Farming Act of 2018 (S. 2667; H.R. 
548).126  


Chief among these is a provision that would amend the CSA to exclude industrial hemp as it is 
defined in the 2014 farm bill (i.e., as containing no more than a 0.3% THC concentration) from 
the statutory definition of marihuana.127 The Senate farm bill also creates a new hemp program 
under the Agricultural Marketing Act of 1946 (7 U.S.C. §1621 et seq.), expanding the existing 
statutory definition of hemp and expanding eligibility to other producers and groups, including 
tribes and territories. States or Indian tribes wanting primary regulatory authority over hemp 
production would be required to implement a “plan” to further monitor and regulate hemp 
production. Other provisions in the Crop Insurance title would make hemp producers eligible to 
participate in federal crop insurance programs, while provisions in the Research title of the bill 
would make hemp production eligible for certain USDA research and development programs.  


Industrial Hemp Farming Act 


The Industrial Hemp Farming Act of 2018 (Comer/H.R. 5485; McConnell/S. 2667) is intended to 
facilitate the possible commercial cultivation of industrial hemp in the United States. The bills 
would amend Section 102 of the CSA (21 U.S.C. 802(16)) to exclude “industrial hemp” from the 
statutory definition of marihuana. Industrial hemp would be defined based on its THC content 
and set at a threshold of 0.3% THC. Such a change could remove low-THC hemp from being 
covered by the CSA as a controlled substance subject to DEA regulation, thus allowing for 
industrial hemp to be grown and processed under some state laws. The bill could grant authority 
to any state permitting industrial hemp production and processing to determine whether any such 
cannabis plants met the limit on THC concentration as set forth in the CSA. In any criminal or 
civil action or administrative proceeding, the state’s determination may be conclusive and 
binding.  


H.R. 5485 and S. 2667 would repeal the hemp pilot program established in the 2014 farm bill and 
replace it with a new program as part of a new “Hemp Production” subtitle under the Agricultural 
Marketing Act of 1946 (7 U.S.C. §1621 et seq.). The new program expands upon the existing 
statutory definition to include any part of the Cannabis plant, including “the seeds thereof and all 
derivatives, extracts, cannabinoids, isomers, acids, salts, and salts of isomers, whether growing, or 
not.”128 It would clarify that allowable cultivation includes (in addition to states) tribal 
governments,129 the District of Columbia, the Commonwealth of Puerto Rico, and any U.S. 
                                                 
126 Prior to S. 3042, media reports indicated that S. 2667 was planned to be fast-tracked in the Senate through a 
procedural move (Rule 14), allowing the bill to skip over the committee process and go directly to the Senate floor for 
consideration. J. Carney, “Senate Fast-Tracks Bill Legalizing Hemp As Agriculture Product,” The Hill, April 16, 2018. 
127 S. 3042, §1250. 
128 Amends the Agricultural Marketing Act of 1946 (7 U.S.C. §1621 et seq.) by adding “Subtitle G—Hemp 
Production” with a new statutory definition at section 297A and other program requirements. 
129 As defined in Section 4 of the Indian Self-Determination and Education Assistance Act, 25 U.S.C. §5304. 
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territory or possession. Eligibility of “state department of agriculture” would be amended to mean 
the “agency, commission, or department of a state government responsible for agriculture in the 
state.” State or Indian tribes wanting primary regulatory authority over hemp production would be 
required to implement a “plan” under which the state or Indian tribe monitor and regulate hemp 
production. State and tribal plans would require grower information collection and procedures for 
testing, disposal (of hemp grown in violation and the law), and compliance. H.R. 5485 and S. 
2667 authorize appropriations (“such sums as are necessary”) for USDA to support and enforce 
state and tribal plans and further specifies requirements regarding the plan approval process, 
USDA technical assistance to develop plans, and necessary corrective action for plan 
violations.130  


H.R. 5485 and S. 2667 further address industrial hemp as part of the federal crop insurance 
program and include hemp as eligible for research funding under the Supplemental and 
Alternative Crops Act131 and the Critical Agricultural Materials Act,132 which are authorized to 
receive $1 million in annual appropriations through FY2018. Finally, the bills require that USDA 
conduct a study of USDA agricultural pilot programs, including the hemp pilot program, which 
would be repealed one year after enactment. USDA would also be required to conduct a study of 
USDA agricultural pilot programs, including the hemp pilot program in the 2014 farm bill. 


Earlier in the 115th Congress, Representative Comer introduced a different version of the bill as 
part of the Industrial Hemp Farming Act of 2017 (H.R. 3530). In addition to exempting industrial 
hemp from definitions of marihuana in CSA, this version of the bill proposed to further expand 
the statutory definition of hemp to include viable seeds and to clarify that allowable cultivation 
includes Native American tribes133 in addition to states. It also includes a new definition for 
research hemp to mean any part or derivative of the Cannabis plant (including viable seeds) that 
has a delta-9 THC concentration of more than 0.3% on a dry weight basis but less than 0.6% on a 
dry weight basis and that is used in scientific, medical, or industrial research conducted by an 
institution of higher education or a state department of agriculture. H.R. 3530 would also require 
that states and tribes, upon the request of the U.S. Attorney General, submit information regarding 
hemp production, storage, distribution, or use.134  


Each of these versions of the Industrial Hemp Farming Act greatly expand upon previous versions 
of the bill. The Industrial Hemp Farming Act was first introduced in the 109th Congress by former 
Representative Ron Paul and was reintroduced in subsequent legislative sessions (H.R. 1831, 
112th Congress; H.R. 1866, 111th Congress; H.R. 1009, 110th Congress; H.R. 3037, 109th 


Congress). In the 112th Congress, Senator Ron Wyden introduced S. 3501 in the Senate.135 
Representative Massie and Senator Wyden also introduced versions of these same bills in the 


                                                 
130 Additional recommendations to H.R. 3530 are noted in a March 2018 statement by the U.S. Hemp Roundtable. 
131 7 U.S.C. §3319d(c)(3)(E). 
132 7 U.S.C. §178c(b)(9). 
133 As defined at 18 U.S.C. §1151 (“Indian country”). 
134 Required information would include the name of the person engaged in such authorized activity, the period of time 
authorized, and the specific location of authorized activity.  
135 Previous versions of the bill have differed. Section 3 of the 2009 bill would apply when a state has an industrial 
hemp regulatory scheme, whereas the 2011 bills would apply whenever state law permits “making industrial hemp,” 
which a state might do by exempting hemp making from its controlled substance regulatory scheme. Section 3 of the 
2009 bill would have afforded state officials “exclusive authority” to construe the proposed hemp exclusion from the 
definition of marihuana (amending 21 U.S.C. §802(16)(B)), whereas the 2011 bills would include within the proposed 
industrial hemp exclusion (amending 21 U.S.C. §802(57)) any industrial hemp grown or possessed in accordance with 
state law relating to making industrial hemp.  
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113th and 114th Congresses.136 Some in Congress believe that industrial hemp production could 
result in economic and employment gains in some states and regions.137 


Legislation Regarding Possible Medical Applications of Hemp 


Legislation introduced in both the House and Senate has addressed the potential therapeutic uses 
of industrial hemp to allow for its production and use as CBD. CBD is a nonpsychoactive 
compound in Cannabis that is low in delta-9 THC.138 CBD is sold as an extract and marketed as 
helping to address various ailments, including neuropathic pain, epilepsy, post-traumatic stress 
disorder, nausea as a result of chemotherapy, and other disorders. Most CBD extracts currently 
being marketed for certain therapeutic purposes are generally formulated from strains of medical 
cannabis with THC levels higher than 0.3% but generally less than 1% THC.139 Some hemp-
based CBD products—mostly dietary supplements—have been marketed as being rich in CBD 
and as having comparable therapeutic uses to CBD extracts. Fraudulent marketing claims by 
some hemp-based CBD products have resulted in the FDA issuing a series of warning letters to 
several companies since 2015.140  


In the 115th Congress, the Therapeutic Hemp Medical Access Act of 2017 (S. 1008) and the 
Charlotte’s Web Medical Access Act of 2017 (H.R. 2273)141 would amend CSA by excluding 
cannabidiol and cannabidiol-rich plants, defined as having a delta-9 THC concentration of no 
more than 0.3% on a dry weight basis. Similar versions of these bills were introduced in the 114th 
Congress and 113th Congress.142 The House and Senate bills are related but are not identical. In 
addition to removing cannabidiol and cannabidiol-rich plants, as defined, from regulation under 
CSA, the House bill would further exclude these from being applicable to requirements under the 
Federal Food, Drug, and Cosmetic Act, which broadly regulates the quality and safety of foods 
and dietary supplements. This provision is not part of the Senate bill. 


There is also growing concern that hemp-based CBD products, derived from industrial hemp, are 
being marketed as being rich in CBD and as having comparable therapeutic uses to CBD extracts. 
Medicine-grade CBD is not produced or pressed from hemp seeds. Hemp seed oil, marketed as 
“hemp oil,” is made by pressing hemp seeds that contain low levels of CBD (typically less than 
25 parts per million). Most of the CBD extracts currently being marketed for certain therapeutic 
purposes are generally formulated from strains of cannabis with THC levels higher than 0.3% but 
generally less than 1% THC.143 Some claim that scientific research shows that meaningful levels 
of CBD cannot be extracted from hemp.144 Also, FDA has continued to issue a number of notices 


                                                 
136 113th Congress (H.R. 525, S. 359); 114th Congress (H.R. 525, S. 134).  
137 See, for example, B. Schreiner, “Senate Committee Approves Hemp Legislation,” Associated Press, February 11, 
2013; also Senate Minority Leader Mitch McConnell, “Industrialized Hemp Will Help Spur Economic Growth and 
Create Jobs in Kentucky,” press release, January 31, 2013, and S. Chase, “McConnell Lends His Voice to Industrial 
Hemp Legislation,” Agri-Pulse, March 26, 2018. 
138 For more information, see CRS Report R44742, Defining “Industrial Hemp”: A Fact Sheet.  
139 CRS communication with Project CBD representatives, September 22, 2014. 
140 FDA, “Warning Letters and Test Results,” https://www.fda.gov/NewsEvents/PublicHealthFocus/ucm484109.htm. 
141 Named after Charlotte Figi, who suffers from a rare pediatric seizure disorder and has reportedly experienced relief 
from seizures with this strain of medical marijuana that is high in CBD and low in THC.  
142 S. 1333 and H.R. 5226 (114th Congress), and H.R. 2273 (113th Congress). 
143 CRS communication with Project CBD representatives, September 22, 2014. 
144 D. Shortt, “DEA Confirms It Cannot Regulate All Parts of the Cannabis Plant,” Canna Law Blog, May 29, 2018, 
https://www.cannalawblog.com/dea-confirms-its-cannot-regulate-all-parts-of-the-cannabis-plant/ 
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and warning letters regarding its concerns about CBD, which is being marketed across a range of 
therapeutic/medicinal products.145 For more information, see CRS In Focus IF10391, Potential 
Use of Industrial Hemp in Cannabidiol Products.  


To date, FDA has not approved any drug product containing CBD for any indication and has 
issued warning letters to several companies that market CBD products to treat health conditions 
for both humans and pets. According to FDA, these products are not “generally recognized as 
safe and effective,” and the companies marketing these products are engaging in illegal interstate 
commerce.146 FDA has further determined that products containing CBD cannot be sold as dietary 
supplements and are excluded from the dietary supplement definition in the Federal Food, Drug, 
and Cosmetic Act.147 As such, FDA may consult with its federal and state partners about whether 
to initiate a federal enforcement action against the manufacturers of CBD products that are 
marketed as dietary supplements.148 In June 2015, the Senate Caucus on International Narcotics 
Control held a hearing on the barriers to research and the potential medical benefits of CBD. 
(Additional information is provided in the text box below.) 


Senate Caucus on International Narcotics Control (June 2015 Hearing) 


In June 2015, the Senate Caucus on International Narcotics Control, led by Senators Chuck Grassley and Dianne 


Feinstein, held a hearing on the barriers to research and the potential medical benefits of CBD.  


The caucus leaders claimed many leading medical organizations have called for further research into the potential 


medical use of CBD. The hearing addressed the complexities involved with conducting CBD research, as well as its 


potential medical benefits and risks in treating serious illnesses. The hearing provided a follow-up to letters sent by 


the caucus leaders to DOJ and to the Department of Health and Human Services (HHS) to ask these agencies to 


evaluate CBD using the appropriate scientific and medical factors to make a scheduling determination for it that is 


separate from the whole marijuana plant. The caucus anticipates that “[i]f it turns out that CBD may be classified on 


a lower schedule than the entire marijuana plant, and then research on it may proceed somewhat more easily.” The 


caucus reported that DOJ and HHS have agreed to undertake this evaluation, representing that “for the first time, 


the federal government will conduct a comprehensive analysis to determine whether cannabidiol has scientific and 


medical value.”  


Source: CRS based on opening statement of Senator Chuck Grassley, chairman, Senate Caucus on International 


Narcotics Control Committee, June 24, 2015; and Senator Dianne Feinstein, “Feinstein, Grassley Announce New 


Federal Policy on Cannabidiol Research,” press release, June 23, 2015. See also letter from DOJ to Senator 


Feinstein, January 5, 2015; letter from HHS to Senator Grassley, May 13, 2015; and letter from DOJ to Senators 


Grassley and Feinstein, June 23, 2015. 


Many agriculture-based groups continue to advocate for the need for additional research into the 
possible benefits and uses of industrial hemp-derived CBD.149 Some states continue to conduct 
research on the potential uses for industrial hemp-derived CBD.150 


                                                 
145 FDA, “FDA Warns Companies Marketing Unproven Products, Derived from Marijuana, that Claim to Treat or Cure 
Cancer,” November 1, 2017. See also FDA, “Warning Letters and Test Results for Cannabidiol-Related Products,” 
https://www.fda.gov/newsevents/publichealthfocus/ucm484109.htm. 
146 Comments attributed to FDA, as reported by S. Nelson, “FDA Brings Down Hammer on CBD Companies,” U.S. 
News and World Report, March 11, 2015. 
147 Federal Food, Drug, and Cosmetic Act, §201(ff)(3)(B)(ii). For more information, see FDA, “FDA and Marijuana: 
Questions and Answers,” September 30, 2015, http://www.fda.gov/NewsEvents/PublicHealthFocus/ucm421168.htm. 
148 For more direct assistance on the role of CBD within U.S. drug industry, as regulated by the FDA, contact Erin 
Bagalman (ebagalman@crs.loc.gov, 7-5345) or Lisa N. Sacco (lsacco@crs.loc.gov, 7-7359). 
149 See, for example, Kentucky Hemp Industries Council, “Industrial Hemp-Derived Cannabidiol (Hemp CBD).” 
150 See, for example, PHYS.org, “Research on Industrial Hemp Continues to Progress,” August 2015. See also “The 
Kentucky Department of Agriculture Industrial Hemp Pilot Projects—2014 Summary” (includes KDA CBD Project: 
“This project is focusing on the production of a very specific type of hemp to develop a nutritional supplement 
(continued...) 
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The National Academies of Sciences, Engineering, and Medicine (NASEM) has broadly 
reviewed this issue. In February 2017, NASEM published a comprehensive review of existing 
cannabis research that provides a broad set of evidence-based research conclusions on the health 
effects of cannabis and cannabinoids and provides recommendations to support advancing future 
research and inform public health decisions.151 It claims that there is conclusive or substantial 
evidence that oral cannabinoids are effective antiemetics in the treatment of chemotherapy-
induced nausea and vomiting and for improving patient-reported multiple sclerosis spasticity 
symptoms.152 Others have also documented possible medical uses of cannabis.153 The study, 
however, does not distinguish between cannabinoids from low and high THC strains or between 
hemp-derived cannabinoids and cannabinoids from other cannabis strains. 


Other Introduced Legislation 


A number of other bills regarding industrial hemp have been introduced in the 115th Congress. 
The Industrial Hemp Banking Act (H.R. 4711) would identify hemp production as a legitimate 
business. It would similarly exempt hemp production from CSA’s definition of marihuana and 
would also prohibit regulators from denying banking services to hemp producers.154 In addition, 
the Industrial Hemp Water Rights Act (H.R. 4164, S. 1576) would prohibit regulators from 
denying hemp growers access to water—regardless of whether the water is part of a federal water 
project—if the hemp cultivation is authorized under the laws of the state where it is grown. 


Congressional Action on USDA Hemp Research Support 


In November 2015, several Members of Congress sent a letter to USDA requesting clarification 
of the agency’s research funds for industrial hemp.155 This action was in response to questions by 
a number of state and private research institutions on the extent to which industrial hemp 
initiatives were eligible for U.S. federal grant awards (both USDA and non-USDA program 
funds). These questions arose, in part, given mixed messages received by some land grant 
universities about whether they would qualify for USDA competitive grants to do industrial hemp 
research and initial indications that they would be denied such support. Some groups feared they 
could jeopardize eligibility for other grants if they pursued research into industrial hemp.  


In late 2015, CRS staff attempted to get further clarification on USDA’s policy regarding 
industrial hemp and federal grants and loans to support research of industrial hemp with limited 
success. Information provided from USDA was not always consistent and often conflicting.156 
According to USDA’s National Institute of Food and Agriculture (NIFA), the agency had not 
                                                                 
(...continued) 
containing cannabidiol (CBD) and evaluate its health benefits”). 
151 NASEM, The Health Effects of Cannabis and Cannabinoids: Current State of Evidence and Recommendations for 
Research (Washington, DC: National Academies Press). See also J. E. Joy, S. J. Watson Jr., and J. A. Benson Jr., eds., 
Marijuana and Medicine: Assessing the Science Base, Institute of Medicine, 1999. 
152 NASEM, The Health Effects of Cannabis and Cannabinoids: The Current State of Evidence and Recommendations 
for Research, January 2017.  
153 See, for example, comments submitted by the American Botanical Council to FDA on Rescheduling of Cannabis, 
Docket No. FDA-2018-N-1072, April 23, 2018. 
154 See also H.R.1823 and S.776, Marijuana Revenue and Regulation Act. 
155 Letter to USDA Secretary Tom Vilsack signed by 37 Representatives and 12 Senators, November 20, 2015.  
156 CRS communications during 2015 with USDA, including the department’s Office of Congressional Relations and 
program offices with USDA’s National Institute of Food and Agriculture (NIFA) and Rural Development agencies. 
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awarded any competitive research grants for industrial hemp (as of September 2015).157 However, 
subsequent searches of USDA’s Current Research Information System (CRIS) database158 
indicate that NIFA formula-funded grants were used at Colorado State University for 2015 under 
available Hatch Act funding to study hemp cultivation as part of bigger grants about profitability 
of alternative agriculture in southern Colorado.159 Other available information, including 
correspondence between USDA and various congressional staff, suggests that USDA has no 
record of any application for industrial hemp research being denied. No additional information is 
available on whether any such applications had been proposed or would or could be approved. 


A USDA memo dating back to December 2014 states that “NIFA supports” grants for industrial 
hemp research so long as that research meets existing state requirements consistent with the 
requirements in the 2014 farm bill (P.L. 113-79, §7606; 7 U.S.C. 5940).160 However, USDA staff 
indicated that the December 2014 memo pertains only to what the statutory provision authorizes 
and does not say anything explicitly about federal funding of industrial hemp research.161 
Although this response did not address the underlying issue regarding federal funding, it likely 
indicates that researchers working on industrial hemp may carry on with this work at least on 
their own (according to requirements specified in the 2014 farm bill) without threatening their 
status and working relationship with USDA. 


Other communication with USDA’s Rural Development Agency indicated that the agency’s Rural 
Business-Cooperative Service has initiated conversation with USDA’s Office of the General 
Counsel to review whether its programs could potentially support the industrial hemp industry.162 
There does not appear to be any legal reason why USDA would not be able to provide grant 
funding for research activities on industrial hemp within the language of the 2014 farm bill 
provision, and the question remains about whether USDA will fund such applications in the 
future. Specifically, clarification is needed regarding whether industrial hemp research projects 
are eligible for USDA competitive grants (e.g., under USDA’s Agriculture and Food Research 
Initiative program) and/or for Hatch Act formula funds, as well as clarification about whether 
hemp producers are eligible for other types of agricultural support from other USDA agencies 
(such as loans and grants administered by USDA’s Rural Development Agency).  


Some have suggested that perhaps industrial hemp might qualify under certain other USDA grant 
programs, such as NIFA’s Specialty Crop Research Initiative or USDA’s Specialty Crop Block 
Grant Program. However, industrial hemp is not included among the crops that are considered 
“specialty crops” and technically would not qualify for any grant specifically designated for 


                                                 
157 CRS communications with USDA, September 2015. NIFA provides funding for programs and grants to researchers 
and land grant universities that advance agriculture-related sciences. For more information on USDA research 
programs, see CRS Report R40819, Agricultural Research: Background and Issues. 
158 USDA’s searchable CRIS database is at http://cris.nifa.usda.gov/search.html. 
159 Includes (1) “Research and Education to Enhance the Sustainability of Farming in Southwestern Colorado” 
(COL00615A) and (2) “Field Crop Testing and Management in Southwestern Colorado” (COL00615). The Hatch Act 
of 1887 provides for multistate research funding to conduct agricultural research programs at State Agricultural 
Experiment Stations across all 50 states, the District of Columbia, and the territories. 
160 Letter from NIFA director Ramaswamy to Eric Young, executive director of the Southern Association of 
Agriculture Experiment Station Directors, December 23, 2014.  
161 CRS communications with USDA, October 2015. 
162 CRS communications with USDA, August 2015. USDA’s Rural Development Agency administers both business 
loans and grants. 
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specialty crop producers.163 Other potential programs include the Organic Transitions Integrated 
Research Program (ORG) and the Value-Added Producer Grant Program.164 


Some constituent groups have also expressed an interest in applying for other non-USDA grants, 
such as the Small Business Innovation Research program (SBIR) intended to help certain small 
businesses conduct research and development and is coordinated by the Small Business 
Administration. CRS has not contacted other federal agencies aside from USDA. 


Some of the questions raised by Congress’s November 2015 letter were addressed in the 2016 
joint statement, but some questions remain, which were again posed in a follow-up letter by 
several Members of Congress.165 (For additional discussion, see “2016 Joint “Statement of 
Principles” on Industrial Hemp”.) 


Groups Supporting/Opposing Further Legislation 
In addition to industry groups as well as various state commissions and organizations that are 
actively promoting reintroducing hemp as a commodity crop in the United States, some key 
agricultural groups also support U.S. policy changes regarding industrial hemp. For example  


 In 2018, the National Association of State Departments of Agriculture (NASDA) 
sent a letter to Senate Majority Leader Mitch McConnell and Representative 
James Comer in support of the Hemp Farming Act of 2018 (S. 2667/H.R. 5485). 
NASDA claims that the bill addresses “numerous issues hindering the success of 
industrial hemp pilot programs allowed under the 2014 farm bill.”166 


 In 2017, the Wisconsin Farm Bureau Federation sent a letter to USDA Secretary 
Sonny Perdue recommending that the Trump Administration consider hemp to be 
an agricultural crop. A reported 27 other Farm Bureau presidents supported the 
initiative.167  


 The bipartisan Congressional Cannabis Caucus—launched in February 2017 by 
Representatives Dana Rohrabacher, Don Young, Earl Blumenauer, and Jared 
Polis—is focused on policy reforms regarding federal drugs laws and issues 
regarding legalization in some states. 


 The National Farmers Union (NFU) updated its 2013 farm policy regarding 
hemp to urge the President, Attorney General, and Congress to direct DEA to 
“reclassify industrial hemp as a noncontrolled substance and adopt policy to 
allow American farmers to grow industrial hemp under state law without 
affecting eligibility for USDA benefits.”168 Previously NFU’s policy advocated 
that DEA “differentiate between industrial hemp and marijuana and adopt policy 


                                                 
163 “Specialty crops” are defined in statute as “fruits and vegetables, tree nuts, dried fruits, and horticulture and nursery 
crops (including floriculture)” (7 U.S.C. §1621 note). Industrial hemp is considered among the “List of Ineligible 
Commodities” (http://www.ams.usda.gov/services/grants/scbgp/specialty-crop).  
164 For more information on these USDA programs, see CRS Report R42771, Fruits, Vegetables, and Other Specialty 
Crops: Selected Farm Bill and Federal Programs. 
165 Letter from House and Senate Members of Congress to officials at DEA, USDA, and FDA, October 27, 2016. 
166 Letter from NASDA to Senate Majority Leader Mitch McConnell and Representative James Comer, May 8, 2018. 
167 Wisconsin Farm Bureau Federation, “Hemp…” September 8, 2017, and HIA, press release, September 13, 2017. 
168 NFU, “Policy of the National Farmers Union,” March 2-5, 2013. 
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to allow American farmers to grow industrial hemp under state law without 
requiring DEA licenses.”169  


 In 2010, NASDA stated it “supports revisions to the federal rules and regulations 
authorizing commercial production of industrial hemp” and has urged USDA, 
DEA, and the Office of National Drug Control Policy to “collaboratively develop 
and adopt an official definition of industrial hemp that comports with definitions 
currently used by countries producing hemp.” NASDA also “urges Congress to 
statutorily distinguish between industrial hemp and marijuana and to direct DEA 
to revise its policies to allow USDA to establish a regulatory program that allows 
the development of domestic industrial hemp production by American farmers 
and manufacturers.”170 NASDA first adopted a policy on industrial hemp in 2002. 


 In 2014, the American Farm Bureau Federation, from efforts led by the Indiana 
Farm Bureau, endorsed a policy to support the “production, processing, 
commercialization, and utilization of industrial hemp”171 and reportedly also 
passed a policy resolution to oppose the “classification of industrial hemp as a 
controlled substance.” Previously, in 1995, the Farm Bureau had passed a 
resolution supporting “research into the viability and economic potential of 
industrial hemp production in the United States ... [and] further recommend that 
such research includes planting test plots in the United States using modern 
agricultural techniques.”172 


 Regional farmers’ organizations also have policies regarding hemp. For example, 
the North Dakota Farmers Union, as part of its federal agricultural policy 
recommendations, has urged “Congress to legalize the production of industrial 
hemp.”173 The Rocky Mountain Farmers Union has urged “Congress and the 
USDA to re-commit and fully fund research into alternative crops and uses for 
crops” including industrial hemp. Also, they “support the decoupling of industrial 
hemp from the definition of marijuana” under the CSA and “demand the 
President and the Attorney General direct the U.S. Drug Enforcement Agency 
(DEA) to differentiate between industrial hemp and marijuana and adopt a policy 
to allow American farmers to grow industrial hemp under state law without 
requiring DEA licenses” to “legalize the production of industrial hemp as an 
alternative crop for agricultural producers.”174 


 The National Grange voted in 2009 to support “research, production, processing 
and marketing of industrial hemp as a viable agricultural activity.”175 


 In California, ongoing efforts to revise the definition of marijuana to exclude 
“industrial hemp” (SB 566) are supported by the state’s sheriffs’ association.176 


                                                 
169 NFU, “National Farmers Union Adopts New Policy on Industrial Hemp,” March 22, 2010. Also see NFU, “Policy 
of the National Farmers Union,” enacted by delegates to the 108th annual convention, Rapid City, SD, March 14-16, 
2010. 
170 NASDA, “New Uses of Agricultural Products,” 2010. 
171 Agri-Pulse, “AFBF Delegates Fine Tune Policies on WOTUS, Embrace Hemp,” January 14, 2015. 
172 See, for example, J. Patton, “American Farm Bureau Calls for End to Federal Ban on Hemp Production,” Lexington 
Herald-Leader, January 22, 2014; and Lane Report, “Farm Bureau Passes Policy Urging Removal of Industrial Hemp 
Classification as Controlled Substance,” January 22, 2014. 
173 North Dakota Farmers Union, “2010 Program of Policy and Action,” p. 8. 
174 Rocky Mountain Farmers Union, “Policy 2010,” pp. 6, 15-16, 24. 
175 National Grange, “Legislative Policies” and “Hemp Policy.”  
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The county farm bureau and two sheriffs’ offices supported previous efforts in 
2011 to establish a pilot program to grow industrial hemp in selected counties 
(although the state’s governor later vetoed the bill, SB 676).177 


 North American Industrial Hemp Council—a coalition of farmers, state 
legislators, former officials, scientists, merchants, entrepreneurs, and 
environmentalists—filed a petition in June 2016 asking DEA to “remove 
industrial hemp from the federal drug schedules.”178  


Despite support by some, other groups continue to oppose policy changes regarding cannabis. For 
example, the National Alliance for Health and Safety, as part of Drug Watch International, claims 
that proposals to reintroduce hemp as an agricultural crop are merely a strategy by “the 
international pro-drug lobby to legalize cannabis and other illicit substances.”179 The California 
Narcotic Officers’ Association claims that allowing for industrial hemp production would 
undermine state and federal enforcement efforts to regulate marijuana production, since, they 
claim, the two crops are not distinguishable through ground or aerial surveillance but would 
require costly and time-consuming lab work to be conducted.180 This group also claims that these 
similarities would create an incentive to use hemp crops to mask illicit marijuana production, 
since marijuana is such a lucrative cash crop.181 Concerns about the potential linkages to the 
growing and use of illegal drugs are also expressed by some parent and community organizations, 
such as the Drug Free America Foundation and PRIDE.182  


Given DEA’s current policy positions and perceived DEA opposition to changing its current 
policies because of concerns over how to allow for hemp production without undermining the 
agency’s drug enforcement efforts and regulation of the production and distribution of marijuana, 
hemp proponents say that further policy changes regarding industrial hemp are likely not 
forthcoming absent congressional legislative action.  


Concluding Remarks 
Hemp production in the United States faces a number of obstacles in the foreseeable future, such 
as U.S. government drug policies and DEA concerns about the ramifications of U.S. commercial 
hemp production. These concerns are that commercial cultivation could increase the likelihood of 
covert production of high-THC marijuana, significantly complicating DEA’s surveillance and 
enforcement activities and sending the wrong message to the American public concerning the 
government’s position on drugs. DEA officials and a variety of other observers also express the 
concern that efforts to legalize hemp—as well as those to legalize medical marijuana—are a front 
for individuals and organizations whose real aim is to see marijuana decriminalized. 


                                                                 
(...continued) 
176 Letter from the California State Sheriffs’ Association to Chairwoman Cathleen Galgiani of the State Senate 
Agriculture Committee, March 21, 2013. 
177 Letters of support for SB 678 to California State Senator Mark Leno from the Imperial County Farm Bureau (June 
16, 2011), Office of Sheriff, Kings County (July 19, 2011), and Office of Sheriff, Kern County (July 21, 2011).  
178 North American Industrial Hemp Council, “Petition to Legalize Industrial Hemp,” June 12, 2016. 
179 See, for example, Drug Watch International, “Position Statement on Hemp (Cannabis sativa L.),” November 2002. 
180 Letter from the California Narcotic Officers’ Association to Governor Arnold Schwarzenegger, September 18, 2007.  
181 CRS conversation with John Coleman, former DEA official, August 22, 2011. 
182 Information and comments provided to CRS by Jeanette McDougal, National Alliance for Health and Safety, 
August 22, 2011, and March 26, 2017. 
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Hemp production in the United States also faces competition from other global suppliers. The 
world market for hemp products remains relatively small, and China, as the world’s largest hemp 
fiber and seed producer, has had and likely will continue to have major influence on market prices 
and thus on the year-to-year profits of producers and processors in other countries. Canada’s head 
start in the North American market for hemp seed and oil would also likely affect the profitability 
of a start-up industry in the United States. 


Nevertheless, the U.S. market for hemp-based products has a highly dedicated and growing 
demand base, as indicated by recent U.S. market and import data for hemp products and 
ingredients, as well as market trends for some natural foods and body care products. Given the 
existence of these small-scale, but profitable, niche markets for a wide array of industrial and 
consumer products, commercial hemp industry in the United States could provide opportunities 
as an economically viable alternative crop for some U.S. growers. 
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Appendix A. Listing of Selected Hemp Studies 
 A Review of Hemp as a Sustainable Agricultural Commodity, Task Force Report 


by the University of Washington’s Henry M. Jackson School of International 
Studies, 2018. 


 J.H. Cherney and E. Small, “Industrial Hemp in North America: Production, 
Politics, and Potential,” Agronomy, vol. 6, no. 56 (2016). 


 L. Lane et al., Industrial Hemp: Legal, Political/Social and Economic Issues 
Raised Over Time, University of Arkansas, 2016. 


 University of Kentucky, Economic Considerations for Growing Industrial Hemp: 
Implications for Kentucky’s Farmers and Agricultural Economy, July 2013.  


 C. A. Kolosov, “Regulation of Industrial Hemp Under the Controlled Substances 
Act” UCLA Law Review, vol. 57, no. 237 (October 2009).  


 Manitoba Agriculture, National Industrial Hemp Strategy, March 2008 (prepared 
for Food and Rural Initiative Agriculture and Agri-Food Canada). 


 Reason Foundation, “Illegally Green: Environmental Costs of Hemp 
Prohibition,” Policy Study 367, March 2008, http://www.reason.org/ps367.pdf. 


 Agriculture and Agri-Food Canada, Canada’s Industrial Hemp Industry, March 
2007, http://www.agr.gc.ca/misb/spcrops/sc-cs_e.php?page+hemp-chanvre. 


 Maine Agricultural Center, An Assessment of Industrial Hemp Production in 
Maine, January 2007. 


 N. Cherrett et al., “Ecological Footprint and Water Analysis of Cotton, Hemp and 
Polyester,” Stockholm Environment Institute, 2005. 


 T. R. Fortenbery and M. Bennett, “Opportunities for Commercial Hemp 
Production,” Applied Economics Perspectives and Policy, vol. 26, no. 1 (2004). 


 E. Small and D. Marcus, “Hemp: A New Crop with New Uses for North 
America,” Trends in New Crops and New Uses, 2002. 


 T. R. Fortenbery and M. Bennett, “Is Industrial Hemp Worth Further Study in the 
U.S.? A Survey of the Literature,” Staff Paper No. 443, July 2001. 


 J. Bowyer, “Industrial Hemp (Cannabis sativa L.) as a Papermaking Raw 
Material in Minnesota: Technical, Economic and Environmental Considerations,” 
Department of Wood and Paper Science Report Series, May 2001. 


 K. Hill, N. Boshard-Blackey, and J. Simson, “Legislative Research Shop: 
Hemp,” University of Vermont, April 2000.  


 USDA, Economic Research Service, Industrial Hemp in the United States: Status 
and Market Potential, AGES001E, January 2000. 


 M. J. Cochran, T. E. Windham, and B. Moore, “Feasibility of Industrial Hemp 
Production in Arkansas,” University of Arkansas, SP102000, May 2000. 


 D. G. Kraenzel et al., “Industrial Hemp as an Alternative Crop in North Dakota,” 
North Dakota State University, AER 402, July 1998. 


 E. C. Thompson et al., Economic Impact of Industrial Hemp in Kentucky, 
University of Kentucky, July 1998. 


 D. T. Ehrensing, Feasibility of Industrial Hemp Production in the United States 
Pacific Northwest, Oregon State University, SB 681, May 1998. 
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Appendix B. Joint DEA/USDA/FDA “Statement of 


Principles on Industrial Hemp” 
As noted in the joint DEA/USDA/FDA “Statement of Principles on Industrial Hemp,” published 
August 12, 2016, which is excerpted below: 


USDA, having consulted with and received concurrence from the U.S. Drug Enforcement 
Administration (DEA) and the U.S. Food and Drug Administration (FDA), therefore, is 
issuing this statement of principles to inform the public regarding how Federal law 
applies to activities involving industrial hemp so that individuals, institutions, and States 
that wish to participate in industrial hemp agricultural pilot programs can do so in 
accordance with Federal law. 


The growth and cultivation of industrial hemp may only take place in accordance with an 
agricultural pilot program to study the growth, cultivation, or marketing of industrial 
hemp established by a State department of agriculture or State agency responsible for 
agriculture in a State where the production of industrial hemp is otherwise legal under 
State law. 


The State agricultural pilot program must provide for State registration and certification 
of sites used for growing or cultivating industrial hemp. Although registration and 
certification is not further defined, it is recommended that such registration should 
include the name of the authorized manufacturer, the period of licensure or other time 
period during which such person is authorized by the State to manufacture industrial 
hemp, and the location, including Global Positioning System coordinates, where such 
person is authorized to manufacture industrial hemp. 


Only State departments of agriculture, and persons licensed, registered, or otherwise 
authorized by them to conduct research under an agricultural pilot program in accordance 
with section 7606, and institutions of higher education (as defined in section 101 of the 
Higher Education Act of 1965 (20 U.S.C. 1001)), or persons employed by or under a 
production contract or lease with them to conduct such research, may grow or cultivate 
industrial hemp as part of the agricultural pilot program. 


The term “industrial hemp” includes the plant Cannabis sativa L. and any part or 
derivative of such plant, including seeds of such plant, whether growing or not, that is 
used exclusively for industrial purposes (fiber and seed) with a tetrahydrocannabinols 
concentration of not more than 0.3 percent on a dry weight basis. The term 
“tetrahydrocannabinols” includes all isomers, acids, salts, and salts of isomers of 
tetrahydrocannabinols. 


For purposes of marketing research by institutions of higher education or State 
departments of agriculture (including distribution of marketing materials), but not for the 
purpose of general commercial activity, industrial hemp products may be sold in a State 
with an agricultural pilot program or among States with agricultural pilot programs but 
may not be sold in States where such sale is prohibited. Industrial hemp plants and seeds 
may not be transported across State lines. 


Section 7606 specifically authorized certain entities to “grow or cultivate” industrial 
hemp but did not eliminate the requirement under the Controlled Substances Import and 
Export Act that the importation of viable cannabis seeds must be carried out by persons 
registered with the DEA to do so. In addition, any USDA phytosanitary requirements that 
normally would apply to the importation of plant material will apply to the importation of 
industrial hemp seed. 


Section 7606 did not amend the Federal Food, Drug, and Cosmetic Act. For example, 
section 7606 did not alter the approval process for new drug applications, the 
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requirements for the conduct of clinical or nonclinical research, the oversight of 
marketing claims, or any other authorities of the FDA as they are set forth in that Act. 


The Federal Government does not construe section 7606 to alter the requirements of the 
Controlled Substances Act (CSA) that apply to the manufacture, distribution, and 
dispensing of drug products containing controlled substances. Manufacturers, 
distributors, dispensers of drug products derived from cannabis plants, as well as those 
conducting research with such drug products, must continue to adhere to the CSA 
requirements. 


Institutions of higher education and other participants authorized to carry out agricultural 
pilot programs under section 7606 may be able to participate in USDA research or other 
programs to the extent otherwise eligible for participation in those programs. 
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Appendix C. Provisions in H.R. 2 and S. 3042 


Addressing Hemp, Compared with Current Law 


Current Law/Policy 


House Agriculture 
Committee Reported 


Bill (H.R. 2) 
Senate Agriculture Committee Reported 
Bill (S. 3042) 


Conforming changes to the 


Controlled Substances Act (CSA). 


Schedule I of the CSA (21 U.S.C. §§801 


et seq.) includes all cannabis varieties 


under the term marihuana that is 


defined to mean “all parts of the plant 


Cannabis sativa,” covering both 


marijuana and industrial hemp. (21 


U.S.C. §802(16)) 


No comparable provision. Amends Section 102 of the CSA (21 U.S.C. 


802(16)) to exclude industrial hemp from the 


statutory definition of marijuana. Industrial hemp 


is defined as containing a delta-9 


tetrahydrocannabinol (THC, marijuana’s primary 


psychoactive chemical) concentration of not 


more than 0.3% on a dry weight basis content. 


(§12608) 


Legitimacy of industrial hemp 
research. Allows an institution of 


higher education or state department 


of agriculture to grow or cultivate 


industrial hemp for research purposes 


if allowed under the laws of the state 


in which the institution is located. 


Establishes a definition for industrial 


hemp to mean the plant Cannabis sativa 


with a delta-9 tetrahydrocannabinol 


(THC) concentration of not more than 


0.3% on a dry weight basis." (7 U.S.C. 


5940) 


No comparable provision. Creates a new “Hemp Production” subtitle under 
the Agricultural Marketing Act of 1946 (7 U.S.C. 


§1621 et seq.). The new program expands upon 


the existing statutory definition to include any 


part of the cannabis plant, including “the seeds 


thereof and all derivatives, extracts, cannabinoids, 


isomers, acids, salts, and salts of isomers, 


whether growing, or not cannabinoids, isomers, 


acids, salts, and salts of isomers, whether growing 


or not, with a delta-9 tetrahydrocannabinol 


concentration of not more than 0.3 percent on a 


dry weight basis.” It clarifies that allowable 


cultivation includes, in addition to states, tribal 


governments, the District of Columbia, the 


Commonwealth of Puerto Rico, and any U.S. 


territory or possession. Eligibility of “state 


department of agriculture” would be amended to 


mean the “agency, commission, or department of 


a state government responsible for agriculture in 


the state.” State or Indian tribes wanting primary 


regulatory authority over hemp production 


would be required to implement a “plan” under 


which the state or Indian tribe monitor and 


regulate hemp production. State and tribal plans 


would require grower information collection, 


procedures for testing, disposal (of hemp grown 


in violation and the law), and compliance. 


Authorize appropriations (“such sums as are 


necessary”) for USDA to support and enforce 


state and tribal plans and further specifies 


requirements regarding the plan approval 


process, USDA technical assistance to develop 


plans, and necessary corrective action for plan 


violations. (§10111, §10112) 


Requires USDA to conduct a study of agricultural 


pilot program, assessing the economic viability of 


the domestic production and sale of industrial 


hemp, and review the hemp pilot program and 


any other agricultural or academic research 


relating to industrial hemp. (§7415)  







Hemp as an Agricultural Commodity 


 


Congressional Research Service 44 


Conforming changes to the CSA. 


Schedule I of the CSA (21 U.S.C. §§801 


et seq.) includes all cannabis varieties 


under the term marihuana that is 


defines to mean “all parts of the plant 


Cannabis sativa,” covering both 


marijuana and industrial hemp. (21 


U.S.C. §802(16)) 


No comparable provision. Amends Section 102 of the CSA (21 U.S.C. 


802(16)) to exclude industrial hemp from the 


statutory definition of marijuana. Industrial hemp 


is defined as containing a delta-9 


tetrahydrocannabinol (THC, marijuana’s primary 


psychoactive chemical) concentration of not 


more than 0.3% on a dry weight basis content. 


(§12608) 


Supplemental and alternative 


crops. Section 1473D of the National 


Agricultural Research, Extension, and 


Teaching Policy Act of 1977 authorized 


appropriations through FY2018 to 


“develop and implement a research 


project program for the development 


of supplemental and alternative crops.” 


Authorizes $1 million in appropriations 


for each of FY2014-FY2018. (7 U.S.C. 


3319d)  


Extends program and 


funding levels through 


FY2023. Amends the 


program to include canola 


and alternative crops “for 


agronomic rotational 


purposes and for use as a 


habitat for honey bees and 


other pollinators,” among 


other changes. (§7123) 


Extends program and funding levels through 


FY2023. Amends the program to include canola 


and alternative crops “for agronomic rotational 


purposes and for use as a habitat for honey bees 


and other pollinators,” among other changes. 


Expands eligibility to industrial hemp. (§7125) 


Critical Agricultural Materials 


Act. Section 5(b)(9) of the act 


provides for basic and applied 


research, technology development, and 


technology transfer. (7 U.S.C. 


178c(b)(9)) 


No comparable provision. Expands scope of the program to study the 


economic feasibility of developing native 


agricultural crops to include industrial hemp. 


(§7401)  


Federal Crop Insurance Program. 


The federal crop insurance program 


makes available subsidized crop 


insurance to producers who purchase 


a policy to protect against individual 


farm losses in yield, crop revenue, or 


whole farm revenue. In general, 


policies offer a guarantee at the 


individual farm level or area-wide (e.g., 


county) level. The producer selects 


coverage level and absorbs the initial 


loss through the deductible. The 


insurance guarantee is based on the 


expected market price (i.e., no 


statutory minimum prices as in some 


farm programs). 


No comparable provisions. Amends the Federal Crop Insurance Act (7 


U.S.C. 1501 et seq.) to (1) expand eligibility to 


hemp producers, (2) define hemp in accordance 


with Section 10111 (“Hemp Production”) of the 


bill, (2) include an insurance period for hemp 


from which to cover loss in value due to a change 


in market price, and (3) allows the Federal Crop 


Insurance Corporation to waive certain viability 


and marketability requirements related to new 


policy submissions. (§§11101, 11106, 11112, 


11120, 11121) 


Source: CRS from H.R. 2 and S. 3042. 


 


 


Author Contact Information 


 
Renée Johnson 
Specialist in Agricultural Policy 
rjohnson@crs.loc.gov, 7-9588 


  


 







CITY OF WILDOMAR – CITY COUNCIL 
Agenda Item #3.1 


GENERAL BUSINESS 
Meeting Date: February 12, 2020 


______________________________________________________________________ 
 
TO: Mayor and City Council Members 
 
FROM: Dan York, Assistant City Manager 
 
SUBJECT:  Western Community Energy Joint Powers Update 
 


STAFF REPORT 
 


RECOMMENDATION 
Staff recommends that the City Council receive and file the Western Community Energy 
Joint Powers Update. 
 
 
BACKGROUND: 
On February 14, 2018, Western Riverside Council of Governments (WRCOG) staff 
presented information about Community Choice Aggregation (CCA) and next steps to 
join Western Energy Joint Powers through Resolution and Agreement and adopt an 
Ordinance authorizing implementation of a Community Choice Aggregation Program.  
During City Council discussion, staff was directed to invite Southern California Edison 
(SCE) to present information about CCA’s at a future City Council meeting. 
 
On April 11, 2018 SCE staff presented i) key facts about CCA’s; ii) current status on 
power charge indifference adjustment (aka exit fees); and, other incentive programs for 
customers.  A code of conduct limited SCE to provide certain types of information 
pertaining to CCA’s.  SCE and other investor owned utilities have filed request with PUC 
to modify code of conduct on outreach to allow additional outreach activities with 
stakeholders. 
 
On July 11, 2018, the City Council adopted Resolution No. 2018-39 approving 
membership in the Western Community Energy Joint Powers Authority.  The city council 
appointed a Director and one alternate Director to act on behalf of the City of Wildomar 
within the powers of the WCE.   
 
On October 24, 2018, the City Council introduced the First Reading of Ordinance 160 
authorizing the implementation of a community choice aggregation program and signed 
the 1st Amendment to the Western Community Energy Joint Powers Agreement. 
 
 
 
 







DISCUSSION 
The City of Wildomar is a founding member and participant in Western Community 
Energy (WCE), an energy program formed together with seven cities within Western 
Riverside County (Canyon Lake, Eastvale, Hemet, Jurupa Valley, Norco, Perris, and 
Wildomar).  WCE is a Community Choice Aggregation program that gives local 
governments the opportunity to purchase electricity directly from its sources then offer 
that electricity to the community at a more competitive rate than Southern California 
Edison.  The City has been working with the Western Riverside Council of Governments 
(WRCOG) in the formation and implementation of WCE over the past two years. 
 
WCE will be launching electricity service in April 2020 in the city of Wildomar.  
WRCOG/WCE staff will provide a presentation on WCE’s launch initiatives and 
approved rates. 
 
For more information about the WCE JPA access the WCE website:  
http://westerncommunityenergy.com/ 
  
 
FISCAL IMPACT: 
There are no fiscal impacts to the General Fund and potential electricity savings of two 
percent. 
 
 
Submitted by:      Submitted by: 
Daniel A. York      Gary Nordquist 
Assistant City Manager     City Manager 
 
 
ATTACHMENTS: 
WCE Program Update Slide Presentation 



http://westerncommunityenergy.com/
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Western Community Energy
Program Update
WE ARE LAUNCHING IN APRIL AND MAY 2020!
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What is Western Community Energy?


• State law (AB 117) allows for local governments to provide 
electricity to customers as an alternative to the current 
energy provider (SCE)


• This approach is referred to as a “Community Choice 
Aggregation” Program, or CCA


ANSWER
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Current process for how electricity 
gets to you 


H O W  L O C A L  E N E R G Y  A G G R E G AT I O N  W O R K S


Buying and building 


electricity supply


Delivering energy, 


maintaining lines, billing 


customers


Benefitting from 


affordable rates, local 


control, cleaner energy


source


SCE


delivery


SCE


customer


YOU


What will WCE do?


H O W  L O C A L  E N E R G Y  A G G R E G AT I O N  W O R K S


Buying and building 


electricity supply


Delivering energy, 


maintaining lines, billing 


customers


Benefitting from 


affordable rates, local 


control, cleaner energy


source


WCE


delivery


SCE


customer


YOU
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What will WCE do for the businesses and citizens in Perris?


• Provides customers with choices regarding 
their energy supply (totally voluntary)


• Creates local control over programs, rates, 
power supply / generation options


• Creates favorable economic development 
opportunities 
• Attract business with lower utility rates!


• Provides utility bill savings
• Provides greener mix of energy (up to 100% 


green, if desired)
• CCA’s have a strong track record of 


success


ANSWER H O W  L O C A L  E N E R G Y  A G G R E G AT I O N  W O R K S


Buying and building 


electricity supply


Delivering energy, 


maintaining lines, billing 


customers


Benefitting from 


affordable rates, local 


control, cleaner energy


source


WCE


delivery


SCE


customer


YOU
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WCE Program Goals


1. Offer 37% renewable rate as WCE default
2. Provide default rate at a discount compared to SCE (e.g. lower utility bills for customers)
3. Offer 100% green option (voluntary to residents / businesses)
4. Build up reserve
5. Launch in April/May 2020


• April – Norco, Perris, Wildomar
• May – Eastvale, Hemet, Jurupa Valley


Energy Options for WCE Customers
37% renewable                                       100% green
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Pre-enrollment notification


• February 3, 2020 
notifications will begin to 
be mailed to all 
residents and business!!


• Customers can easily 
opt-out up to 60-days 
after WCE begins 
servicing without 
charges by SCE
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WCE Board of Directors set rates 2% below SCE’s total bill 
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Average User = 950 kWh / month
• Cost at SCE’s Rate = $92.59
• Cost at WCE’s Rate (before SCE surcharges) = $65.55
• Cost at WCE’s Rate (after SCE surcharges) = $87.76


What your savings looks like
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What will my bill look like if I’m a WCE customer?
ANSWER:  PRETTY MUCH THE SAME


• SCE will continue to 
provide the utility bill


• This line below would be 
added; shows CA energy 
cost


• All else is the same
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Professionally staffed Call Center


• Monday – Friday 7:00a.m. – 7:00p.m.


• Interactive Voice Recording (IVR) will support answering community questions on weekends 
and outside of business hours.


Questions about WCE, billing and customer services:


• (866) 356-4175 or customerservice@westerncommunityenergy.com


Questions about SCE services:


• (800) 974-2356 or sce.com



mailto:customerservice@westerncommunityenergy.com
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Visit WCE’s website for more information!
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WCE pop-up display


• Available at the front desk of City Hall


• Includes:


- FAQs


- How WCE works


- Info on where to get additional questions answered
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Frequently Asked Questions
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Must all residents and businesses participate? 


• Customers can opt-out / join at any time (via phone, on-line, or mail)
• WCE will notify all consumers 2 times prior to program launch and 2 times after program launch


• Provides consumers an opportunity to opt out if they wish
• After that, customers can still opt out at any time


ANSWER:  NO
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I have Solar, can I participate?
ANSWER:  YES
• Customers with solar can participate in WCE


• Solar enrollments will occur quarterly on April 2020, 
July 2020, October 2020, and January 2021 
alongside their annual true-up


• All Solar customers will then begin to receive 
automatic true-ups annually in October 2021.


• If you generate more than they consume, you will 
receive payment for the difference.


- WCE Net compensation rate is $.0690/kWh (you
will receive more than what is provided by SCE)


- SCE Net compensation changes monthly but 
general has ranged from $0.03548 -
$0.05066/kWh
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As a customer of WCE, can I still participate in SCE Energy Programs?
ANSWER:  YES
• You can continue to participate in all Programs


- CARE, FERA, rebates, and summer discount plans


• Many of the programs are funded through the Public Goods Charge (small fee paid by all customers) 
for development of energy programs


- WCE does not affect this


• WCE can actually enhance existing or develop new energy programs personalized for its customers.
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If I stay with SCE, will I subsidize WCE customers?
ANSWER:  NO
• The California Public Utility Commission (CPUC) has 


developed a methodology that protects customers that 
wish to stay with its Investor Owned Utility (IOUs)


• This is known as the Power Charge Indifference 
Adjustment (PCIA or Exit Fee) 


• Each year, the IOUs calculate this cost and it is passed 
onto the CCA customer to cover the IOUs prior power 
contracts


• With the Exit Fee in place, WCE will still provide 2% 
savings for WCE customers
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Where can I get more information?
ANSWER:


• www.westerncommunityenergy.com


• Listen to our COGCast (google WRCOG PodCast)


• Follow us on our Social Media websites


Facebook:  @WesternCommunityEnergy


Twitter:  @askWCE


Instagram:  @westerncommunityenergy


• Sign up for meeting notifications at info@wrcog.us



http://www.westerncommunityenergy.com/

mailto:info@wrcog.us
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Contacts
WCE Call Center: (866) 356-4175 


RICK BISHOP
Executive Director
951-405-6701
rbishop@wrcog.us


BARBARA SPOONHOUR
Deputy Executive Director - Operations
951-405-6760
bspoonhour@wrcog.us


TYLER MASTERS
Program Manager
951-405-6732
tmasters@wrcog.us
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ITEM #4.1 
 


WILDOMAR CEMETERY DISTRICT 
 ADJOURNED REGULAR MEETING MINUTES 


January 15, 2020 
 
 
CALL TO ORDER THE WILDOMAR CEMETERY DISTRICT 
The Adjourned Regular meeting of January 15, 2020, of the Wildomar Cemetery 
District was called to order by Chair Swanson at 9:11 p.m. at the Wildomar Council 
Chambers, 23873 Clinton Keith Road, Suite 106, Wildomar, California. 
 
District Roll Call showed the following: 
 
Members in attendance:  Trustees Benoit, Morabito, Swanson Vice Chair Moore, 
Chair Nigg. 
 
Members absent: None 
 
Staff in attendance: General Manager Nordquist, Assistant General Manager York, 
District Counsel Jex, Acting Clerk of the Board Morales, Planning Director Bassi, 
Administrative Services Director Riley, Finance Manager Howell, Intern II Luna and 
Economic Development Director Davidson. 
 
 
PUBLIC COMMENTS 
There were no public comments. 
 
 
BOARD COMMUNICATIONS 
There were no board communications. 
 
 
APPROVAL OF THE AGENDA AS PRESENTED 
A MOTION was made by Vice Chair Moore seconded by Trustee Benoit, to 
approve the agenda as presented. 
 
MOTION carried, 5-0, by the following vote: 
YEA:  Benoit, Morabito, Swanson, Vice Chair Moore, Chair Nigg 
NAY:  None 
ABSTAIN: None 
ABSENT: None 
 
 
 







  
City of Wildomar 
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4.0 CONSENT CALENDAR 
A MOTION was made Trustee Benoit, seconded by Trustee Moore, to approve the 
consent calendar. 
 
MOTION carried, 5-0, by the following vote: 
YEA:  Benoit, Morabito, Swanson, Vice Chair Moore, Chair Nigg 
NAY:  None 
ABSTAIN: None 
ABSENT: None 
 
 
4.1 Minutes – December 11, 2019 Regular Meeting 


Approved the Minutes as presented. 
 
4.2 Warrant Register 


Approved the following: 
 
1. Warrant Register dated 12-05-2019 in the amount of $74.14; 
2. Warrant Register dated 12-12-2019 in the amount of $1,758.82; 
3. Warrant Register dated 12-19-2019 in the amount of $1,420.69. 
 


4.3 Treasurer’s Report 
Approved the Treasurer’s Report for November 2019. 
 
 


5.0 PUBLIC HEARINGS 
There were no items scheduled. 
 
 


6.0 GENERAL BUSINESS 
 There were no items scheduled. 
 
 
GENERAL MANAGER REPORT 
There was no report given. 
 
 
FUTURE AGENDA ITEMS 
There were no items. 
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ADJOURN THE WILDOMAR CEMETERY DISTRICT  
There being no further business Chair Nigg declared the meeting adjourned at 
9:12 p.m.  
 
 
Submitted by:    Approved by: 
 
 
 
______________________________ ______________________________ 
Janet Morales    Dustin Nigg 
Acting Clerk of the Board   Chair 
 
 







      WILDOMAR CEMETERY DISTRICT 
Agenda Item #4.2 


CONSENT CALENDAR 
Meeting Date:  February 12, 2020 


______________________________________________________________________ 
 
TO:   Chairperson and Members of the Board of Trustees 
 
FROM:  Robert Howell, Finance Manager 
 
SUBJECT:  Warrant Register 
 
 


STAFF REPORT 
 
RECOMMENDATION: 
Staff recommends that the Board of Trustees approve the following: 
 
1. Warrant Register dated 01-09-2020 in the amount of $3,355.87; 
2. Warrant Register dated 01-16-2020 in the amount of $5,894.51; 
3. Warrant Register dated 01-23-2020 in the amount of $598.02; 
4. Warrant Register dated 01-30-2020 in the amount of $707.86. 


 
DISCUSSION: 
The Wildomar Cemetery District requires that the Trustees audit payments of demands 
and direct the General Manager to issue checks.  The Warrant Registers are submitted 
for approval.  
 
FISCAL IMPACT: 
These Warrant Registers will have a budgetary impact in the amount and fiscal year noted 
in the recommendation section of this report.  These costs are included in the Fiscal Year 
2019/20 Budget. 
 
Submitted by:      Approved by: 
Robert Howell      Gary Nordquist 
Finance Manager      General Manager 
 
 
ATTACHMENTS: 
Voucher List 01/09/2020  Voucher List 01/23/2020 
Voucher List 01/16/2020  Voucher List 01/30/2020   







01/09/2020


Voucher List


City of Wildomar


1


12:56:31PM


Page:


Bank code : wf


Voucher Date Vendor Invoice PO # Description/Account Amount


 211800 1/9/2020 000367  CINTAS CORPORATION 4038245538 STAFF UNIFORM MAINTENANCE  74.14


 74.14STAFF UNIFORM MAINTENANCE4038895878


 74.14STAFF UNIFORM MAINTENANCE4039392059


Total :  222.42


 211801 1/9/2020 001509  E LEES & ASSOCIATES CONSULTING, LTD5257 CEMETERY MASTER DEVELOPMENT CIP 


067


 2,323.35


Total :  2,323.35


 211802 1/9/2020 000012  ELSINORE VALLEY MUNICIPAL, WATER DISTRICT10225860 11/18/19-12/17/19 CEMETERY WATER 


SERVICE


 287.34


Total :  287.34


 211803 1/9/2020 000941  FRONTIER 121919 12/19/19-01/18/20 CEMETERY 


VOICE/INTERNE


 132.50


Total :  132.50


 211804 1/9/2020 000186  RIGHTWAY 257189 12/23/19-01/19/20 CEMETERY RESTROOM 


MAIN


 357.25


Total :  357.25


 211805 1/9/2020 000790  SPARKLETTS 10420 CEMETERY DRINKING WATER THROUGH 


01/04/20


 33.01


Total :  33.01


Bank total :  3,355.87 6 Vouchers for bank code : wf


 3,355.87Total vouchers :Vouchers in this report 6







01/16/2020


Voucher List


City of Wildomar


1


 1:22:54PM


Page:


Bank code : wf


Voucher Date Vendor Invoice PO # Description/Account Amount


 211837 1/16/2020 001497  EDWARD JONES 10920 TRANSFER ENDOWMENT TO INVESTMENT 


2QTR


 5,400.00


Total :  5,400.00


 211838 1/16/2020 000094  STAUFFERS LAWN EQUIPMENT 199059 CEMETERY MAINTENANCE/REPAIR  410.28


 15.00CEMETERY MAINTENANCE/REPAIR199060


Total :  425.28


 211839 1/16/2020 001258  SUNBELT RENTALS, INC. 97602686 CEMETERY EQUIPMENT RENTAL  69.23


Total :  69.23


Bank total :  5,894.51 3 Vouchers for bank code : wf


 5,894.51Total vouchers :Vouchers in this report 3







01/23/2020


Voucher List


City of Wildomar


1


12:08:03PM


Page:


Bank code : wf


Voucher Date Vendor Invoice PO # Description/Account Amount


 211868 1/23/2020 000088  ACE HARDWARE 304955/3 CEMETERY DEPT SUPPLIES  2.88


Total :  2.88


 211869 1/23/2020 000477  CALIFORNIA ASSOC. OF PUBLIC, CEMETERIES11520 CAPC CONFERENCE 2020  458.00


 63.00CORPORATE MEMBERSHIP DUES 202012340


Total :  521.00


 211870 1/23/2020 000367  CINTAS CORPORATION 4039985968 STAFF UNIFORM MAINTENANCE  74.14


Total :  74.14


Bank total :  598.02 3 Vouchers for bank code : wf


 598.02Total vouchers :Vouchers in this report 3
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Voucher List


City of Wildomar


1


 4:55:19PM


Page:


Bank code : wf


Voucher Date Vendor Invoice PO # Description/Account Amount


 211895 1/30/2020 000088  ACE HARDWARE 304977/3 CEMETERY DEPT SUPPLIES  4.11


Total :  4.11


 211896 1/30/2020 000367  CINTAS CORPORATION 4040521501 STAFF UNIFORM MAINTENANCE  74.14


Total :  74.14


 211897 1/30/2020 000011  CR&R INC. 320346 JAN 2020 WASTE SERVICES - 3 YD 


COMMERCIA


 142.58


Total :  142.58


 211898 1/30/2020 000941  FRONTIER 11920 01/19/20-02/18/20 CEMETERY 


VOICE/INTERNE


 129.78


Total :  129.78


 211899 1/30/2020 000186  RIGHTWAY 258722 01/20/20-02/16/20 CEMETERY RESTROOM 


MAIN


 357.25


Total :  357.25


Bank total :  707.86 5 Vouchers for bank code : wf


 707.86Total vouchers :Vouchers in this report 5







WILDOMAR CEMETERY DISTRICT 
Agenda Item #4.3 


CONSENT CALENDAR 
Meeting Date:  February 12, 2020 


______________________________________________________________________ 
 
TO:   Chairperson and Members of the Board of Trustees 
 
FROM:  James R. Riley, Administrative Services Director 
 
PREPARED BY: Robert Howell, Finance Manager 
 
SUBJECT:  Treasurer’s Report  
 


STAFF REPORT 
 
RECOMMENDATION: 
Staff recommends that the Board of Trustees approve the Treasurer’s Report for 
December 2019. 
 
 
DISCUSSION: 
Attached is the Treasurer’s Report for Cash and Investments for the month of December 
2019.   
 
 
FISCAL IMPACT: 
None.   
  
 
Submitted by:      Approved by: 
James R. Riley      Gary Nordquist 
Administrative Services Director    General Manager 
 
 
ATTACHMENTS: 
Treasurer’s Report 
 
 
 
 
 







PERCENT
OF DAYS STATED


BOOK VALUE FACE VALUE MARKET VALUE PORTFOLIO TO MAT. RATE


$ 251,959.10 $ 251,959.10 $ 251,959.10 100.00% 0 0.000%


$ 251,959.10 $ 251,959.10 $ 251,959.10 100.00%


+ WITHDRAWALS/
BEGINNING DEPOSITS/ SALES/ ENDING STATED
BALANCE PURCHASES MATURITIES BALANCE RATE


$ 141,876.05 $ 110,493.70            $ (410.65) $ 251,959.10 0.000%


$ 141,876.05 $ 110,493.70            $ (410.65) $ 251,959.10


$ 251,959.10              


TOTAL


 WILDOMAR CEMETERY DISTRICT
   TREASURER'S REPORT FOR


CASH AND INVESTMENT PORTFOLIO
December 2019


DISTRICT INVESTMENT


EDWARD JONES


ISSUER


ISSUER


EDWARD JONES


TOTAL


TOTAL INVESTMENT


Administrative Services Director


In compliance with the California Code Section 53646, as Administrative Services Director for the Wildomar Cemetery District, I hereby certify that 
sufficient investment liquidity and anticipated revenues are available to meet the District's expenditure requirements for the next six months.


I also certify that this report reflects all Government Agency pooled investments and all of the District's Bank Balances.


James R. Riley 2/4/2020
James R. Riley Date







  


WILDOMAR CEMETERY DISTRICT 
Agenda Item #4.4 


CONSENT CALENDAR 
 Meeting Date:  February 12, 2020 
______________________________________________________________________ 
 
TO: Chairman and Board of Trustees 
 
FROM:            Robert Howell, Finance Manager 
 
SUBJECT: FY 2018-19 Audited Financial Statements  
 


STAFF REPORT 
 


RECOMMENDATION: 
Staff recommends that the Board of Trustees receive and file the FY 2018-19 Audited 
Financial Statements. 
 
 
BACKGROUND/DISCUSSION 
The firm of Teaman, Ramirez & Smith, Inc. performs the annual financial audit of the 
Wildomar Cemetery District (Cemetery).   
 
This audit is required to be performed in accordance with Generally Accepted Accounting 
Standards and Government Auditing Standards.  At the end of the audit test work, the 
audit firm issues an opinion as to the fairness of presentation of the financial position of 
the Cemetery.  The following statement was issued by the auditors in their report under 
“Opinions:” 
 
“In our opinion, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities and each major  
fund of the Wildomar Cemetery District, as of June 30, 2019, and the respective changes 
in financial position for the year then ended in accordance with accounting principles 
generally accepted in the United States of America.” 
 
This signifies that the Cemetery received a clean opinion on its financial statements.  
 
Some highlights from the audit report are: 


• The Cemetery Combined Fund Balance at June 30, 2018 was $1,605,396. 
• The Endowment fund balance increased during fiscal year 2018-19 with the 


addition of $15,321 for a total fund balance of $245,548 at June 30, 2019.   
 
 
FISCAL IMPACTS: 
None. 
 
 
Submitted by:      Approved by: 
Robert Howell      Gary Nordquist 
Finance Manager      General Manager  
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INDEPENDENT AUDITORS’ REPORT 
 
 
President and Board of Trustee Members 
Wildomar Cemetery District 
Wildomar, California 
 
 
Report on Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities and each major fund of the 
Wildomar Cemetery District (the “District”), a discretely presented component unit of the City of Wildomar, California, 
as of and for the year ended June 30, 2019, and the related notes to the financial statements, which collectively comprise 
the District’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit.  We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.  
Those standards require that we plan and perform the audit to obtain reasonable assurance whether the financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the District’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the District’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial 
position of the governmental activities and each major fund of the Wildomar Cemetery District, as of June 30, 2019, and 
the respective changes in financial position for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 


     


      Richard A. Teaman, CPA  David M. Ramirez, CPA  Javier H. Carrillo, CPA  Bryan P. Daugherty, CPA      Joshua J. Calhoun, CPA 


 4201 Brockton Avenue  Suite 100  Riverside CA 92501  951.274.9500 TEL     951.274.7828 FAX     www.trscpas.com 
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Emphasis of Matter 
 
As described in Note 1 to the financial statements, the financial statements present only the District, and do not purport to, 
do not present fairly the financial position of the City of Wildomar, California, as of June 30, 2019, the changes in its 
financial position for the year then ended in accordance with accounting principles generally accepted in the United States 
of America.  Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s discussion and 
analysis and required supplementary information on pages 3 through 11 and 36 through 39, be presented to supplement 
the basic financial statements.  Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context.  We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management's responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements.  We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 
 
Other Information 
 
The supplementary information is the responsibility of management and was derived from and relate directly to the 
underlying accounting and other records used to prepare the basic financial statements.  Such information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements or to the basic financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United States of America.  In our 
opinion, the supplementary information is fairly stated in all material respects in relation to the basic financial 
statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 20, 2019, on our 
consideration of the City of Wildomar’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters.  The purpose of that report is 
solely to describe the scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on the effectiveness of the City’s internal control over financial reporting or 
on compliance.  That report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the District’s internal control over financial reporting and compliance. 
 


 
Riverside, California 
January 8, 2020 
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MANAGEMENT DISCUSSION AND ANALYSIS 
For the Year Ended June 30, 2019 


 
 
 As management of the Wildomar Cemetery District (District), we offer readers of 
the District’s financial statements this narrative overview and analysis of the financial 
activities of the District for the fiscal year ended June 30, 2019. We encourage the 
reader to consider the information presented here in conjunction with the District’s 
financial statements which follow this discussion. 
 
THE FINANCIAL HIGHLIGHTS 
 


 The assets and deferred outflows of resources of the District 
exceeded its liabilities and deferred inflows of resources as of 
June 30, 2019, by $2.4 million (net position). 


 
 The District’s total net position increased by $59,692. The primary 


increase is related to an increase in property taxes and 
investment earnings. 


 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 


This discussion and analysis is intended to serve as an introduction to the 
District’s basic financial statements.  These basic financial statements are comprised of 
three components:  


 
1) Government-wide financial statements, 
2) Fund financial statements, and  
3) Notes to the financial statements.  
 
This report also contains required supplementary information in addition to the 


basic financial statements themselves. 
 
Government-wide financial statements 
 
 As previously discussed, government-wide financial statements detail all capital 
assets, including infrastructure, depreciation, and long-term debt.  Specifically, these 
statements are designed to provide an expansive overview of the District’s finances. 
Given its scope and to adequately present this data in a comprehensible format, the 
government-wide financial statements are divided into two subcategories, the Statement 
of Net Position and the Statement of Activities. These statements reasonably provide 
long and short-term information regarding the District’s financial condition.  
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 The District’s statements provide a manageable yet comprehensive view of the 
District’s economic position, appropriately accounting for all revenue and expenses 
during the specified fiscal year. To accomplish this, government-wide financial 
statements are reported utilizing the flow of economic resources (cost of services) 
measurement focus and the accrual method of accounting. Using the flow of economic 
resources measurement focus allows the District to provide financial transparency 
insofar as all assets, deferred outflows of resources, liabilities, and deferred inflows of 
resources are listed on the Statement of Net Position. The added use of the accrual 
basis of accounting allows the District a ‘real-time’ advantage as revenues are 
recognized when earned and expenses are recognized when incurred. 
 
 The Statement of Net Position outlines the District’s assets, deferred outflows of 
resources, liabilities, and deferred inflows of resources with the difference reported as 
net position. While fluctuations are expected, over time increases or decreases in the 
District’s net position could be used to gauge the District’s financial standing to 
ascertain whether it is improving or deteriorating. 
 
  The Statement of Activities demonstrates how the District’s net position evolves 
during the current fiscal year. Specifically, this statement provides comparative analysis 
between direct expenses and program revenues for each functional activity of the 
District. In this format, net position changes are recorded in real time when triggered by 
underlying events without respect to the timing of the related cash flows. Because of 
this, it is expected that revenue and expenses for some items (such as uncollected 
taxes and earned but unused vacation leave) will result in recorded cash flows in future 
fiscal periods. 
 
 Combined, the Statements reveal functions of the District that can be divided into 
two categories:   
 
   1) Governmental activities, and  
   2) Business-type activities. 
  
 Governmental activities are chiefly supported by: 
 


a) Taxes derived from such sources as property tax, and: 
b) Charges for services and investment earnings.   


 
 Governmental activities of the District are for general government.  
 
 The District does not have any business-type activities. 
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Fund Financial Statements 
 
 A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. The District, 
like other state and local governments, uses fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements. Specifically, these 
Fund Financial Statements cover segregated groupings of related accounts whose 
funds have been designated for specific activities or purpose. They provide a detailed 
accounting of revenue and expenditures, assets, deferred outflows of resources, 
liabilities, deferred inflows of resources, and remaining fund balances for each fund. 
This helps to ensure and demonstrate finance related legal compliance. 
 
 Fund financial statements differ from activity reports due to the way capital 
outlay, depreciation, long-term debt, compensated absences, deferred revenues, and 
intergovernmental receivables are reported. The impact of these differences is laid out 
in the notes accompanying the financial statements.   


 
Governmental funds 
 
 Governmental funds are reported in essentially the same way as governmental 
activities in the government-wide financial statements with an exception---governmental 
fund financial statements focus on near-term inflows and outflows of spendable 
resources and balances of spendable resources. This means governmental fund 
financial statements identify current sources and uses of money within the immediate 
fiscal year. Benefits derived include a detailed short-term view of the District’s general 
government operations and the basic services it provides, which assist in determining 
whether there are sufficient financial resources available to meet the District’s current 
needs.  
 
 Since the scope of the governmental funds is different than that of the 
government-wide financial statements, it is beneficial to comparatively examine 
information presented for the governmental funds with information presented for 
governmental activities in the government-wide financial statements.  
 


The reader gains a clearer picture of the long-term impacts current financial 
decisions might yield. When examined together, the governmental funds Balance Sheet 
and Statement of Revenues, Expenditures, and Changes in Fund Balances provide the 
reader with a different snapshot that identifies variances between the two different 
methodologies of accounting for governmental activities and governmental funds.  
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 The District maintains three individual governmental funds. Information is 
summarized in the governmental fund balance sheet and in the governmental fund 
statement of revenues, expenditures, and changes in fund balances for the General 
Fund, Capital Projects Fund and Endowment Fund.  Data from the three governmental 
funds are combined into a single, aggregated presentation.  
 
 The District adopts an annual appropriated budget for its general fund. A 
budgetary comparison statement has been provided for the general fund to demonstrate 
compliance with this budget. 
 
Notes to the Basic Financial Statements 
 
 The Notes to the Basic Financial Statements provide additional information that 
is essential to a full understanding of the data provided in the government-wide and 
fund financial statements. The Notes to the Basic Financial Statements can be found in 
the Table of Contents under the heading Notes to Financial Statements. 
 
Required Supplementary Information and Supplementary Information 
 
  In addition to the basic financial statements and included within the notes, this 
report also presents Required Supplementary Information. 
 


Required supplementary information includes budgetary comparison schedules 
for the two governmental funds to demonstrate compliance with the annual budget as 
adopted and amended, miscellaneous plan information and schedule of contributions. 
Required Supplementary Information can be found following the Notes to the Basic 
Financial Statements. 
 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
 As noted earlier, net position may serve over time as a useful indicator of a 
government's financial position.  In the case of the District, assets and deferred outflows 
of resources of the District exceeded its liabilities and deferred inflows of resources as 
of June 30, 2019, by $2.4 million (net position). 
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During the fiscal year ended June 30, 2019, net position was $2.4 million of 
which $1.0 million is invested in capital assets such as land, equipment and buildings. 
Of the remaining total, $0.2 million is restricted for endowment care and $1.2 million is 
unrestricted. Of note is the fact that the District has no outstanding debt related to 
capital assets held.  


 
Table 1    Statement of Net Position –Governmental Activities 
 


2019 2018


Assets:


Current and other assets 1,705,527$            1,575,681$           


Capital assets 977,477                  978,493                 


Total Assets 2,683,004              2,554,174             


Deferred Outflows of Resources


Deferred pension‐related items 47,032                    88,538                   


Total deferred outflows of resources 47,032                    88,538                   


Liabilities:


Other Liabilities 90,732                    60,002                   


Long‐term liabilities 209,487                  216,179                 


Total Liabilities 300,219                  276,181                 


Deferred inflows of resources:


Deferred pension‐related items 18,448                    14,854                   


Total Deferred Inflows of Resources 18,448                    14,854                   


Net Position:


Net Investment in Capital Assets 977,477                  978,493                 


Restricted 245,548                  230,226                 


Unrestricted 1,188,344              1,142,958             


Total Net Position 2,411,369$            2,351,677$           


Wildomar Cemetery District


Statement of Net Position ‐ Summary


For the Years Ended June 30, 


Governmental Activities
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Table 2    Statement of Activities –Governmental Activities 
 


2019 2018


Revenues:


Program Revenues


Charges for Services 36,836$                  36,497$                 


General Revenues


Property Taxes 544,111                  502,361                 


Investment Earnings 9,440                       (1,266)                    


Total Revenues 590,387                  537,592                 


Expenses:


General Government 530,695                  471,975                 


Total Expenses 530,695                  471,975                 


Increase (decrease) in Net Position 59,692                    65,617                   


Beginning Net Position 2,351,677              2,286,060             


Restatement of Net Position ‐                           ‐                          


Ending Net Position 2,411,369$            2,351,677$           


Wildomar Cemetery District


Statement of Activities


For the Years Ended June 30, 


Governmental Activities


 
 
 During fiscal year 2018-19, the change in net position decreased by $5,925 when 
compared to fiscal year 2017-18. Although the year over year changes to revenues 
increased by $52,795, with Property Taxes increasing by $41,750, Investment Earnings 
increasing by $10,706, and Charges for Services increasing by $339, the year over year 
increases in Expenses totaled $58,720.  Expenses increased due to additional 
administrative assistance given to the District. 
 
  







Management Discussion and Analysis FY 2018-19 


9 


Financial Analysis of Governmental Funds 
 


As noted earlier, the District uses fund accounting to ensure and demonstrate 
compliance with finance–related legal requirements. 
 
Governmental Funds 
 
 As stated, governmental fund financial statements identify current sources and 
uses of money. Benefits derived include a detailed short-term view of the District’s 
general government operations and the basic services it provides, which assists in 
determining whether there are sufficient financial resources available to meet the 
District’s current needs.  
 
 The financial position of the District’s governmental funds has increased when 
compared to the previous fiscal year.  The total ending fund balance for the District’s 
governmental funds was $1.6 million which represented a $97,943 increase from the 
prior fiscal year balance. Most of this increase was related lower overall expenditures as 
no further land was purchased in fiscal year 2018-19. 
 


The General Fund is the primarily funding source for the District.  At fiscal year 
end, the unassigned fund balance of the general fund was $1.3 million. 
 
CAPITAL ASSETS  
 
 The District’s net investment in capital assets (Table 3) for its governmental 
activities as of June 30, 2019, is $1.0 million (net of accumulated depreciation). This 
investment in capital assets includes land, buildings and improvements and furniture 
and equipment. For more information, please refer to Note 5 in the Notes to Financial 
Statements. The Capital Assets of the District are those assets which are used in the 
performance of the District’s functions. Depreciation on capital assets is recognized in 
the Government-wide financial statements. 
 
Additional detail information is provided on Capital Assets in the Notes to Financial 
Statements, Note 1.e. 
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Table 3 Summary of Changes in Capital Assets 
 


Beginning 


Balance Additions Deletions


Ending


Balance


Governmental Activities:


Capital Assets, not being depreciated:


Land 963,390$         ‐$                  ‐$                  963,390$        


Total Capital Assets, Not Being Depreciated 963,390           ‐                    ‐                    963,390          


Capital Assets, being depreciated


Buildings and Improvements 349,597           ‐                    ‐                    349,597          


Furniture. Fixtures and Equipment 132,025           ‐                    ‐                    132,025          


Total Capital Assets, Being Depreciated 481,622           ‐                    ‐                    481,622          


Less Accumulated Depreciation for:


Buildings and Improvements (334,494)         (1,016)              ‐                    (335,510)        


Furniture. Fixtures and Equipment (132,025)         ‐                    ‐                    (132,025)        


Total Accumulated Depreciation (466,519)         (1,016)              ‐                    (467,535)        


Total Capital Assets, being Depreciated, Net 15,103             (1,016)              ‐                    14,087            


Governmental Activities Capital Assets, Net 978,493$         (1,016)$            ‐$                  977,477$        


Wildomar Cemetery District


Summary of Changes in Capital Assets


For the Year Ended June 30, 2019


 
 
 
LONG-TERM DEBT 
 
 At year end, the District had $5,926 in outstanding long-term debt for 
Governmental Activities.  This debt is related to compensated absences. 
 
Table 4 Summary of Changes in Long-Term Liabilities 
 


Beginning 


Balance Additions Deletions


Ending


Balance


Within


One Year


Governmental Activities:


Compensated Absences 2,535$             4,025$             (634)$               5,926$             1,482$            


Total Long‐term Liabilities 2,535$             4,025$             (634)$               5,926$             1,482$            


Wildomar Cemetery District


Summary of Changes in Long‐term Liabilities


For the Years Ended June 30, 2019
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ECONOMIC FACTORS AND OUTLOOK FOR FUTURE YEARS 
 
 The staff and Board of Trustees serve the residents by keeping cost of 
interments down, keeping staffing at minimum levels and performing most work with 
existing staff. 
 
 Key budget assumptions for forecasting General Fund revenues include the 
following: 
 


 Increase in property taxes due to increase in valuation. 
 Reduce cost of water consumption. 
 Effect of the district’s reorganized boundaries 
 Cemetery Master Plan 


 
  The Adopted Operating Budget for Fiscal Year 2019-20 is structurally balanced 
and attempts to balance accomplishment of the Trustee’s goals and objectives while 
maintaining financial stability. 
 
REQUESTS FOR INFORMATION 
 


This financial report is designed to provide a general overview of the Wildomar 
Cemetery District finances for all those with an interest in the District’s finances. 
Questions concerning any of the information provided in this report or requests for 
additional financial information should be addressed to: 


 
Wildomar Cemetery District 
Attention: Finance Manager  
23873 Clinton Keith Road, Suite 201,  
Wildomar, California 92595 
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BASIC FINANCIAL STATEMENTS 











Governmental
Activities


ASSETS
Cash and Investments 1,427,027$          
Restricted Cash and Investments 245,548               
Due from Other Governments 28,794                 
Inventories 2,425                   
Prepaid Items 1,733                   
Capital Assets, Not Being Depreciated 963,390               
Capital Assets, Net of Depreciation 14,087                 


Total Assets 2,683,004            


DEFERRED OUTFLOWS OF RESOURCES
Pension Related Items 47,032                 


Total Deferred Outflows of Resources 47,032                 


LIABILITIES 
Accounts Payable 5,695                   
Accrued Liabilities 11,667                 
Deposits Payable - Pre-Need 73,370                 
Noncurrent Liabilities:


Due Within One Year 1,482                   
Due in More Than One Year:


Compensated Absences 4,444                   
Net Pension Liability 203,561               


Total Liabilities 300,219               


DEFERRED INFLOWS OF RESOURCES
Pension Related Items 18,448                 


Total Deferred Inflows of Resources 18,448                 


NET POSITION
Net Investment in Capital Assets 977,477               
Restricted for:


Endowment Care 245,548               
Unrestricted 1,188,344            


Total Net Position 2,411,369$          


June 30, 2019


Wildomar Cemetery District
Statement of Net Position


The accompanying notes are an integral part of this statement.
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Net (Expense)
Charges Operating Capital Revenue and


for Grants and Grants and Changes in
Expenses Services Contributions Contributions Net Position


Governmental Activities:
General Government 530,695$     36,836$       -$                 -$                 (493,859)$      


Total Governmental 
Activities 530,695$     36,836$       -$                 -$                 (493,859)        


General Revenues:
Property Taxes 544,111         
Investment Earnings 9,440             


Total General Revenues 553,551         


Change in Net Position 59,692           


Net Position - Beginning of Year 2,351,677      


Net Position - End of Year 2,411,369$    


Wildomar Cemetery District
Statement of Activities


For the Year Ended June 30, 2019


Program Revenues


The accompanying notes are an integral part of this statement.
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Capital Total
General Projects Endowment Governmental


Fund Fund Fund Funds
ASSETS


Cash and Investments 1,412,525$    14,502$       -$                 1,427,027$    
Restricted Cash and Investments -                  -                245,548    245,548
Due from Other Governments 28,794 -                -                28,794
Inventories 2,425 -                -                2,425
Prepaid Expense 1,733 -                -                1,733


Total Assets 1,445,477$    14,502$       245,548$     1,705,527$    


LIABILITIES
Accounts Payable 5,695$           -$                 -$                 5,695$           
Accrued Liabilities 11,667 -                -                11,667
Deposits Payable - Pre-Need 73,370        -                -                73,370


Total Liabilities 90,732           -                   -                   90,732           


DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue - Property Taxes 9,399          -                -                9,399


Total Deferred Inflows of Resources 9,399             -                   -                   9,399             


FUND BALANCES
Nonspendable:


Inventories 2,425 -                -                2,425
Prepaid Items 1,733 -                -                1,733
Permanent Fund Corpus -                  -                230,225    230,225      


Restricted for:
Capital Projects -                  14,502      -                14,502        
Endowment Care -                  -                15,323      15,323


Unassigned 1,341,188      -                   -                   1,341,188      


Total Fund Balances 1,345,346      14,502         245,548       1,605,396      


Total Liabilities, Deferred Inflows
of Resources and Fund Balances 1,445,477$    14,502$       245,548$     1,705,527$    


Wildomar Cemetery District
Balance Sheet


Governmental Funds
June 30, 2019


The accompanying notes are an integral part of this statement.
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Fund Balances of Governmental Funds 1,605,396$          


Amounts reported for governmental activities in the Statement of Net Position are 
different because:


Capital assets net of depreciation have not been included as financial resources
in government fund activity. 977,477


Other long-term assets are not available to pay for current period expenditures
and, therefore, are reported as unavailable revenue in the funds. 9,399


Deferred outflows and inflows of resources related to pensions that are required
to be recognized over a defined closed period.


Pension Related Deferred Outflows of Resources 47,032
Pension Related Deferred Inflows of Resources (18,448)


Liabilities that are not due and payable in the current period and are not
reported in the funds.


Net Pension Liability (203,561)
Compensated Absences (5,926)


Net Position of Governmental Activities 2,411,369$          


 Wildomar Cemetery District
Reconciliation of the Balance Sheet of Governmental Funds


to the Statement of Net Position
June 30, 2019


The accompanying notes are an integral part of this statement.
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Capital Total
General Projects Endowment Governmental


Fund Fund Fund Funds
REVENUES


Property Taxes 542,938$       -$                 -$                 542,938$       
Charges for Services 30,936 -                5,900 36,836
Investment Earnings -                  19              9,421         9,440          


Total Revenues 573,874         19                 15,321          589,214         


EXPENDITURES
Current:


Personnel Services 265,150 -                -                265,150
Materials and Services 164,174 19 -                164,193


Capital Outlay 1,428          -                -                1,428


Total Expenditures 430,752         19                 -                   430,771         


Excess (Deficiency) of Revenues Over
(Under) Expenditures 143,122         -                   15,321          158,443         


OTHER FINANCING SOURCES (USES)
Contributions to Other Governments (60,500)          -                -                (60,500)


Total Other Financing Sources (Uses) (60,500)          -                   -                   (60,500)          


Net Change in Fund Balances 82,622        -                15,321       97,943        


Fund Balances - Beginning of Year 1,262,724      14,502          230,227        1,507,453      


Fund Balances - End of Year 1,345,346$    14,502$        245,548$      1,605,396$    


Wildomar Cemetery District
Statement of Revenues, Expenditures and Changes in Fund Balances


Governmental Funds
For the Year Ended June 30, 2019


The accompanying notes are an integral part of this statement.
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Net Change in Fund Balances - Total Governmental Funds 97,943$              


Amounts reported for governmental activities in the statement of activities are different because:


Governmental funds report capital outlay as an expenditure in the full amount as current
financial resources are used. However, in the Statement of Activities the cost of these
assets is allocated over the estimated useful life as depreciation expense.


Depreciation Expense (1,016)


Revenues in the Statement of Activities that do not provide current financial resources 
are not reported as revenues in the funds. 1,173


Governmental funds report activity of long-term liabilities as revenues and expenditures,
but they are included as increases and reductions on the long-term liabilities in the
Statement of Net Position.


Net Change in Compensated Absences (3,391)
Net Change in the Net Pension Liability (35,017)


Change in Net Position of Governmental Activities 59,692$              


Wildomar Cemetery District
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances


of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2019


The accompanying notes are an integral part of this statement.
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Wildomar Cemetery District 
Notes to Financial Statements 


June 30, 2019 
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I.)  SIGNIFICANT ACCOUNTING POLICIES 


 
1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 


The accounting policies of the Wildomar Cemetery District (the “District”) conform to accounting principles 
generally accepted in the United States of America as applicable to governments.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard setting body for governmental accounting and 
financial principles. The following is a summary of the significant accounting policies.  


 
 a. Description of the Reporting Entity 
 
 The Wildomar Cemetery District (the District) is a public cemetery district operating under the provisions of 


the Health and Safety Code of the State of California.  The District was created on March 28, 1955 for the 
purpose of operating a public cemetery for the residents of Wildomar, California.  On July 28, 2011, the 
District was consolidated into the City of Wildomar as a subsidiary district. As a result the structure of the 
District is a separate legal entity and the City Council of the City of Wildomar would oversee the 
operations of the District acting as the Board of Directors. 


 
The accompanying financial statements comply with the provisions of GASB in that the financial 
statements include all organizations, activities, and functions that comprise the District.  Component units 
are legally separate entities for which the District (the primary entity) is financially accountable.  
Financial accountability is defined as the ability to appoint a voting majority of the Organization’s 
governing body and either (1) the District’s ability to impose its will over the Organization or (2) the 
potential that the Organization will provide a financial benefit to, impose a financial burden on, the 
District.  Using these criteria, the District has no component units. 


 
 The District is a component unit of the City of Wildomar and, accordingly, the financial statements of the 


District are included in the financial statements of the City.  The District is an integral part of the reporting 
entity of the City of Wildomar.  Only the funds of the District are included herein, therefore, these financial 
statements do not purport to represent the financial position or results of operations of the City. The District 
is reported as a discretely presented component unit of the City of Wildomar. 


 
 b. Implementation of Governmental Accounting Standards Board (GASB) Pronouncements 


 
The City has implemented GASB No. 88, Certain Disclosures Related to Debt, including Direct Borrowings 
and Direct Placements, however, this Statement has no impact to the District’s financial statements. 


 
 c. Basis of Presentation 


 
 The District has conformed to the pronouncements of the GASB, which are the primary authoritative 


statements of accounting principles generally accepted in the United States of America applicable to state 
and local governments. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


 
 c. Basis of Presentation - Continued 


 
Government-wide Statements:  The government-wide financial statements (i.e., the Statement of Net 
Position and the Statement of Activities) report information on all of the nonfiduciary activities of the 
reporting entity.  For the most part, the effect of inter-fund activity has been removed from these statements.  
Governmental activities, which normally are supported by taxes and intergovernmental revenues, are 
reported separately from business-type activities, which rely to a significant extent on fees and charges for 
support.  Currently, the District does not report any business-type activities. 
 
The Statement of Activities demonstrates the degree to which the direct expenses of a given function or 
segment are offset by program revenues.  Direct expenses are expenses that are clearly identifiable with a 
specific program, project, function or segment.  Program revenues of the District include charges to 
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided 
by a given function or segment.  Taxes and other items that are properly not included among program 
revenues are reported instead as general revenues. 
 
Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, 
even though the latter are excluded from the government-wide financial statements.  Currently, the District 
does not have any proprietary or fiduciary fund types.  Major individual governmental funds are reported as 
separate columns in the fund financial statements. 
 
Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfund 
activities, payables and receivables.  All internal balances within the District have been eliminated on the 
statement of net position and the statement of activities. 
 


 d. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
 
The government-wide financial statements are reported using the economic resources measurement focus 
and the accrual basis of accounting.  Revenues are recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of related cash flows. 
 
Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting.  Revenues are recognized as soon as they are both 
measurable and available.  Revenues are considered to available when they are collectible within the current 
period or soon enough thereafter to pay liabilities of the current period.  For this purpose, the District 
considers revenues to be available if they are collected within the 60 days of the fiscal year.  Expenditures 
generally are recorded when a liability is incurred, as under accrual accounting. 
 
Property taxes, franchise taxes, licenses and interest associated with the current fiscal period are all 
considered to be susceptible to accrual and have been recognized as revenues of the current fiscal period.  
All other revenue items are considered to be measurable and available only when cash is received by the 
government. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
 d. Measurement Focus, Basis of Accounting, and Financial Statement Presentation - Continued 


 
The District reports the following major governmental funds: 
 


The General Fund is used to account for all financial resources of the District except those required to 
be accounted for in another fund.  Included are transactions for services, rents, property taxes and 
interest.  The general fund balance is available to the District for any purpose provided it is expended or 
transferred according to the rules of the Health and Safety Code and by approval of the Board of 
Directors. 
 
The Capital Projects Fund is used to account for financial resources used in making major capital 
improvement projects for the Cemetery. The resources are derived from the City of Wildomar. 
 
The Endowment Fund is used to account for financial resources to be used for future maintenance of the 
Cemetery.  The resources are derived from an endowment care fee assessed on each sale of a burial 
right and earnings on these resources.  Only income earned on these resources may be used for services, 
supplies or capital asset acquisitions.  The principal must be preserved intact. 
 


When both restricted and unrestricted resources are available for use, it is the District’s policy to use 
restricted resources first, and then use unrestricted resources as they are needed. 
 


 e. Assets, Deferred Outflows/Inflows of Resources, Liabilities, and Net Position or Equity 
 
Cash and Cash Equivalents 
 
The District has defined cash and cash equivalents to include cash on hand, demand deposits, cash with 
fiscal agent, and short-term investments with original maturities of three months or less from the date of 
acquisition. 
 
Investments 
 
Investments are recorded at fair value.  The estimated fair value of all investments is the quoted market 
price.  Interest earned on all cash and investments is credited to the fund which holds the investment. 
 
Restricted Assets 
 
Certain resources are classified as restricted on the balance sheet because their use is limited to use in the 
future when the Cemetery no longer has space available to sell for burial rights. 
 
Inventories 
 
Inventory is valued at cost, which approximates fair value, on a first-in, first-out basis. These costs are 
recorded as expenditure when consumed rather than when purchased.  
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


 
 e. Assets, Deferred Outflows/Inflows of Resources, Liabilities, and Net Position or Equity - Continued 


 
Capital Assets 
 
Capital assets, which includes land, building, improvements, equipment, and infrastructure assets are 
reported in the governmental activities column in the government-wide statement of net position but are not 
reported in the fund financial statements.  Capital assets are stated at cost (or estimated historical cost) and 
updated for additions or retirements during the year.  Infrastructure and improvements are capitalized; the 
cost of normal maintenance and repairs that do not add to the value of the asset of materially extend the 
assets’ life are not.  Donated capital assets are recorded at acquisition value at the date of donation.  Capital 
assets ae depreciated using the straight-line method over the following useful lives: 
 


Assets  Years 


Buildings and Improvements   10 to 15 years 
Furniture, Fixtures and Equipment   3 to 10 years 


 
Costs of assets sold or retired (and related amounts of accumulated depreciation) are eliminated from the 
accounts in the year of sale or retirement and the resulting gain or loss is included in the operating statement 
of the related fund.  In governmental funds, the sale of general capital assets is included in the statement of 
revenues, expenditures and changes in fund balances as proceeds from sale of assets. 
 
Property Taxes 
 
Property taxes attach as an enforceable lien on property as of January 1st each year.  Secured property taxes 
are levied on July 1st and are payable in two installments, on December 10th and April 10th. The County of 
Riverside Assessor’s Office assesses all real and personal property within the County each year.  The 
County of Riverside Treasurer’s Office remits current and delinquent property tax collections to the District 
throughout the year.  Property tax in California is levied in accordance with Article 13A of the State 
Constitution at one (1%) of countywide assessed valuations. 
 
Fund Equity 
 
Fund balance in governmental funds are reported in classifications that comprise a  hierarchy based 
primarily on the extent to which the District is bound to honor constraints on the specific purposes for 
which amounts in those funds can be spent.  The District considers restricted fund balance to have been 
spent first when an expenditure is incurred for purposes for which both restricted and unrestricted fund 
balance is available.  Similarly, when an expenditure is incurred for purposes for which amounts in any of 
the unrestricted classifications of fund balance could be used, the District considers committed amounts to 
be reduced first, followed by assigned amounts and then unassigned amounts. The following 
classifications describe the relative strength of the spending constraints placed on the purposes for which 
resources can be used:  
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


 
 e. Assets, Deferred Outflows/Inflows of Resources, Liabilities, and Net Position or Equity - Continued 


 
Fund Equity - Continued 
 
Nonspendable Fund Balance - Includes amounts that cannot be spent because they are either not in 
spendable form, or, for legal or contractual reasons, must be kept intact. 
 
Restricted Fund Balance - Constraints placed on the use of these resources are either externally imposed 
by creditors (such as through debt covenants), grantors, contributors or other governments; or are imposed 
by law (though constitutional provisions or enabling legislation). 
 
Committed Fund Balance - Amounts that can only be used for specific purposes because of a formal 
action (resolution or ordinance) by the Board of Directors, who is government's highest level of decision-
making authority. 
 
Assigned Fund Balance - Amounts that are constrained by the District's intent to be used for specific 
purposes, but that do not meet the criteria to be classified as restricted or committed.  Intent can be 
stipulated by the governing body, another body, or by an official to whom the authority has been given. 
 
Unassigned Fund Balance - These are either residual positive net resources of the General Fund in excess 
of what can properly be classified in one of the other categories, or negative balances in all other funds. 
 
Net Position 
 
Net position presents the difference between assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, in the statement of net position.  Net investment in capital assets is reduced 
by the outstanding balances of any borrowing used for the acquisition, construction or improvement of 
those assets.  Net position is reported as restricted when there are legal limitations imposed on their use 
by the District, laws or regulations of other governments. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets, deferred 
outflows/inflows of resources, and liabilities and the reported amounts of revenues and expenditures during 
the reporting period.  Actual results could differ from those estimates. 
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II.)  DETAILED NOTES ON ALL FUNDS 


 
2) CASH AND INVESTMENTS 
 


Cash and Investments are classified in the accompanying financial statements as follows: 
 


Cash and Investments  $ 1,427,027 
Restricted Cash and Investments  245,548 
  
Total Cash and Investments $ 1,672,575 


 
At June 30, 2019, Cash and investments consisted of the following: 


 
Deposits with Financial Institutions $ 1,427,027 
Investments  245,548 
  
Total Cash and Investments $ 1,672,575 


 
The District invested cash from the Endowment Fund for the purpose of increasing earnings through investment 
activities.  Cash not invested is held by the City of Wildomar in pooled accounts.  These are identified by the 
District and the City by individual funds. 
 
Deposits 
 
The California Government Code requires California banks and savings and loan associations to secure a City’s 
deposits by pledging government securities with a value of 110% of a City’s deposits.  California law also 
allows financial institutions to secure City’s deposits by pledging first trust deed mortgage notes having a value 
of 150% of a City’s total deposits.  The City Treasurer may waive the collateral requirement for deposits which 
are fully insured up to $250,000 by the FDIC. 
 
The collateral for deposits in federal and state chartered banks is held in safekeeping by an authorized Agent of 
Depository recognized by the State of California Department of Banking.  The collateral for deposits with 
savings and loan associations is generally held in safekeeping by the Federal Home Loan Bank in San Francisco, 
California as an Agent of Depository.  These securities are physically held in an undivided pool for all 
California public agency depositors.  Under Government Code Section 53655, the placement of securities by a 
bank or savings and loan association with an “Agent of Depository” has the effect of perfecting the security 
interest in the name of the local government agency.  Accordingly, all collateral held by California Agent of 
Depository are considered to be held for, and in the name of, the local governmental agency. 
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2) CASH AND INVESTMENTS - Continued 


 
Authorized Investments 
 
The following table identifies the investment types that are authorized for the City by the California 
Government Code and the City’s investment policy.  The table also identifies certain provisions of the 
California Government Code (or the City’s investment policy, if more restrictive) that address interest rate 
risk, credit risk, and concentration of credit risk.  This table does not address investments of debt proceeds 
held by bond trustees that are governed by provisions of debt agreements of the City, rather than the general 
provisions of the California Government Code or the City’s investment policy. 
 


    Maximum  Maximum 
Authorized  Maximum  Percentage  Investment 


Investment Type  Maturity  Of Portfolio  In One Issuer 
       
U.S. Treasuries  5 years  None  None 
Money Market Mutual Funds  N/A  20%  5% 
Certificates of Deposit  5 years  None  None 
Local Agency Investment Fund (LAIF)  N/A  None  None 
Federal Agency Securities  5 years  None  None 
Banker’s Acceptance Notes  180 days  40%  5% 
Commercial Paper  270 days  25%  10% 
Repurchase Agreements  92 days  20%  5% 
Medium-Term Notes  5 years  30%  5% 
Negotiable Certificates of Deposit  5 years  30%  5% 
Joint Powers Authority Investment Pools  N/A  None  None 


 
Interest Rate Risk 
 
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an 
investment.  Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to 
changes in market interest rates.  One of the ways that the City manages its exposure to interest rate risk is by 
purchasing a combination of shorter term and longer term investments and by timing cash flows from 
maturities so that a portion of the portfolio is maturing or coming close to maturity evenly over time as 
necessary to provide the cash flow and liquidity needed for operations.  Information about the sensitivity of 
the fair values of the City’s investments to market interest rate fluctuation are presented below: 
 


   12 Months  13 to 24  25 to 60 
Investment Type  Total  Or Less  Months  Months 


         
Money Market Mutual Funds  $ 245,548  $ 245,548  $ -  $ - 
         
 Total  $ 245,548  $ 245,548  $ -  $ - 
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2) CASH AND INVESTMENTS - Continued 
 


Credit Risk 
 


Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of 
the investment.  This is measured by the assignment of a rating by a nationally recognized statistical rating 
organization.  Presented below is the minimum rating required by the California Government Code and the 
actual ratings as of the year end for the Pool. 


 
    Minimum   Rated 
 Investment Type      Legal Rating    Aaa/AAA  
       
Money Market Mutual Funds  $ 245,548   N/A  $ 245,548 
       
 Total  $ 245,548    $ 245,548 


 
 
 Concentration of Credit Risk 
 


The California Government Code places limitations on the amount that can be invested in any one issuer.  
There were no investments in any one issuer (other than U.S. Treasury Securities, mutual funds and external 
investment pools) that represent 5% or more of total investments as of June 30, 2019. 
 
Custodial Credit Risk 
 
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, 
a government will not be able to recover its deposits or will not be able to recover collateral securities that are 
in the possession of an outside party.  The custodial credit risk for investments is the risk that, in the event of 
the failure of the counterparty (e.g., broker-dealer) to a transaction, a government will not be able to recover 
the value of its investment or collateral securities that are in the possession of another party.  The California 
Government Code does not contain legal requirements that would limit the exposure to custodial credit risk 
for deposits or investments, other than the following provision for deposits:  The California Government Code 
requires that a financial institution secure deposits made by state or local government units by pledging 
securities in an undivided collateral pool held by a depository regulated under state law (unless so waived by 
the governmental unit).  The market value of the pledged securities in the collateral pool must equal at least 
110% of the total amount deposited by the public agencies.  California law also allows financial institutions to 
secure deposits by pledging first trust deed mortgage notes having a value of 150% of the secured public 
deposits. 
 
As of June 30, 2019, all deposits with financial institutions in excess of federal depository insurance limit 
were held in collateralized accounts where the collateral is not held specifically in the name of the District, as 
described above.  As of June 30, 2019, the District did not have any investments held by a broker-dealer 
(counterparty) that was used by the District to buy the securities. 
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3) FAIR VALUE MEASUREMENTS 


 
Governmental Accounting Standards Board (GASB) Statement No. 72, Fair Value Measurements and 
Application, provides the framework for measuring fair value.  The framework provides a fair value hierarchy 
that prioritizes the inputs to valuation techniques used to measure fair value with Level 1 given the highest 
priority and Level 3 the lowest priority.  The three levels of the fair value hierarchy are as follows: 
 
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the 
organization has the ability to access at the measurement date. 
 


Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly or indirectly.  Level 2 inputs include the following: 


 
a. Quoted prices for similar assets or liabilities in active markets. 


 
b. Quoted prices for identical or similar assets or liabilities in markets that are not active.  


 
c. Inputs other than quoted prices that are observable for the asset or liability (for example, interest rates 


and yield curves observable at commonly quoted intervals, volatilities, prepayment speeds, loss 
severities, credit risks, and default rates).  
 


d. Inputs that are derived principally from or corroborated by observable market data by correlation or 
other means (market-corroborated inputs). 


 
Level 3 inputs are unobservable inputs for the asset or liability. 
 
Fair value of assets measured on a recurring basis at June 30, 2019, are as follows: 
 


    Quoted Prices in   
    Active Market for  Significant Other 
    Identical Assets  Observable Inputs 
   Fair Value  (Level 1)  (Level 2) 
 
Money Market Mutual Funds  


 
$ 245,548  


 
$ -  


 
$ 245,548 


       
 Total  $ 245,548  $ -  $ 245,548 


 
 
Fair values for investments are determined by using a matrix pricing technique. Matrix pricing is used to 
value securities based on the security’s relationship to benchmark quoted prices. 
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4) CAPITAL ASSETS 


 
A summary of changes in capital assets is as follows: 
 
 Beginning      Ending 
 Balance  Additions  Deletions  Balance 
Capital Assets, Not Being Depreciated        
 Land $ 963,390  $ -  $ -  $ 963,390 
  Total Capital Assets, Not Being 
   Depreciated 


 
 963,390 


  
 - 


  
 - 


  
 963,390 


        
Capital Assets, Being Depreciated        
 Buildings and Improvements  349,597   -   -   349,597 
 Furniture, Fixtures and Equipment  132,025   -   -   132,025 
  Total Capital Assets Being 
   Depreciated 


 
 481,622 


  
 - 


  
 - 


  
 481,622 


        
Less Accumulated Depreciated for:        
 Buildings and Improvements  (334,494)   (1,016)   -   (335,510) 
 Furniture, Fixtures and Equipment  (132,025)   -   -   (132,025) 
 
 Total Accumulated Depreciation 


 
 (466,519) 


  
 (1,016) 


  
 - 


  
 (467,535) 


 Total Capital Assets Being        
  Depreciated, Net  15,103   (1,016)   -   14,087 
 Governmental Activities        
  Capital Assets, Net $ 978,493  $ (1,016)  $ -  $ 977,477 


 
Depreciation expense of $1,016 was charged to general government expense on the government-wide 
statements. 


 
 
5) DEPOSITS PAYABLE - PRE-NEED 


 
Included in deposits payable - pre-need is $73,370 which represents monies collected and held by the District 
in advance of services.  
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6) COMPENSATED ABSENCES PAYABLE 
 
 Compensated absences activity for the year ended June 30, 2019 was as follows: 
 


Beginning      Ending  Due Within 
Balance  Additions  Deletions  Balance  One Year 


         
$ 2,535  $ 4,025  $ (634)  $ 5,926  $ 1,482 


 
 
7) PENSION PLAN 


 
 A) General Information about the Pension Plans 
 


Plan Description 


 
All full time employees are eligible to participate in the District’s Miscellaneous Employee 
Pension Plan, a cost-sharing multiple employer defined benefit pension plan administered by the 
California Public Employees’ Retirement System (CalPERS).  Benefit provisions under the Plan 
are established by State statute and District’s resolution.  CalPERS issues publicly available 
reports that include a full description of the pension plans regarding benefit provisions, 
assumptions and membership information that can be found on the CalPERS website.  Eligible 
employees hired after January 1, 2013 that, are considered new members as defined by the 
Public Employees’ Pension Reform Act (PEPRA) are participating in the PEPRA Miscellaneous 
Plan.   
 
Benefits Provided 
 


CalPERS, provides service retirement and disability benefits, annual cost of living adjustments 
and death benefits to plan members, who must be public employees and beneficiaries.  Benefits 
are based on years of credited service as discussed above.  Members with five years of total 
service are eligible to retire at age 50 or 52 if in the PEPRA Miscellaneous Plan with statutorily 
reduced benefits.  All members are eligible for non-duty disability benefits after 10 years of 
service.  The system also provides for the Optional Settlement 2W Death Benefit, as well as the 
1959 Survivor Benefit.  The cost of living adjustments for all plans are applied as specified by 
the Public Employees’ Retirement Law. 
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7) PENSION PLAN - Continued 


 
 A) General Information about the Pension Plans - Continued 


 
Benefits Provided - Continued 
 
The rate plan provisions and benefits in effect at June 30, 2019, are summarized as follows: 
 
  Miscellaneous 
  Prior to  On or After 
Hire Date  January 1, 2013  January 1, 2013 
Benefit Formulas  2.7% at 55  2% at 62 
Benefit Vesting Schedule  5 Years Service  5 Years Service 
Benefit Payments  Monthly for Life  Monthly for Life 
Retirement Age  50 - 55+  52 - 67+ 
Monthly Benefits, as a % of Eligible Compensation  2.0% - 2.7%  1.0% - 2.5% 
Required Employee Contribution Rates  8%  N/A 
Required Employer Contribution Rates  16.372%  N/A 


 
Contributions 
 
Section 20814(c) of the California Public Employees’ Retirement Law requires that the employer 
contribution rates for all public employers be determined on an annual basis by the actuary and shall be 
effective on the July 1 following notice of a change in the rate.  Funding contributions for both Plans are 
determined annually on an actuarial basis as of June 30 by CalPERS.  The actuarially determined rate is 
the estimated amount necessary to finance the costs of benefits earned by employees during the year, with 
an additional amount to finance any unfunded accrued liability.  The District is required to contribute the 
difference between the actuarially determined rate and the contribution rate of employees. 
 
The District’s contributions to the Plan for the year ended June 30, 2019 were $22,343. 


 
 B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to  
   Pensions 


 
As of June 30, 2019, the District reported a net pension liability for its proportionate share of the net 
pension liability of the Plan of $203,561. 
 
The District net pension liability for the Plan is measured as the proportionate share of the net pension 
liability.  The net pension liability of the Plan is measured as of June 30, 2018 and the total pension 
liability for the Plan used to calculate the net pension liability was determined by an actuarial valuation as 
of June 30, 2017 rolled forward to June 30, 2018 using standard update procedures.  The District’s 
proportion of the net pension liability was based on a projection of the District’s long-term share of 
contributions to the pension plan relative to the projected contributions of all participating employers, 
actuarially determined.  
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7) PENSION PLAN - Continued 
 
 B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to  
   Pensions - Continued 


 
The District’s proportionate share of the net pension liability for the Plan as of June 30, 2017 and 2018 
measurement periods were as follows: 


  CalPERS 
Pension Plan 


   
Proportion - June 30, 2017  0.00215% 
Proportion - June 30, 2018  0.00211% 
Change - Increase (Decrease)  (0.00004%) 


 
 
For the year ended June 30, 2019, the District recognized pension expense (credit) of $57,359.  At June 
30, 2019, the District reported deferred outflows of resources and deferred inflows of resources related to 
pensions from the following sources: 
 
  Deferred Outflows 


of Resources 
 Deferred Inflows 


of Resources 
     
Pension contributions subsequent to measurement date  $ 22,343  $ - 
Change of assumptions  17,519 - 
Differences between expected and actual experience  5,152 - 
Difference between projected and actual investment 
 earnings 


  
1,006 


 
- 


Differences between employer’s contributions and 
 Proportionate share of contributions 


  
1,012 


 
700 


Changes in employer’s proportion  - 17,748 
    
 Total  $ 47,032  $ 18,448 
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7) PENSION PLAN - Continued 
 
 B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to  
   Pensions - Continued 


 
The District reported $22,343 as deferred outflows of resources related to contributions subsequent to the 
measurement date will be recognized as a reduction of the net pension liability in the year ended June 30, 
2020.  Other amounts reported as deferred outflows of resources and deferred inflow of resources related 
to pensions will be recognized as pension expense as follows: 
 


  Deferred 
Year Ended  Outflows/Inflows 


June 30  of Resources 
   


2020  $ 12,055 
2021   5,705 
2022   (9,688) 
2023   (1,831) 
2024   - 


Thereafter   - 
   
  $ 6,241 


 
Actuarial Assumptions 
 
The total pension liabilities in the June 30, 2017 actuarial valuations were determined using the following 
actuarial assumptions: 
 
 CalPERS Pension Plan  
   
Valuation Date June 30, 2017  
Measurement Date June 30, 2018  
Actuarial Cost Method Entry Age Normal  
Actuarial Assumptions:   
 Discount Rate 7.15%  
 Inflation 2.50%  
 Projected Salary Increase Depending on age, service, and type of employment 


 Investment Rate of Return 7.50%  
 Mortality CalPERS Membership Data(1) 


   
(1) The Mortality Rate Table was derived using CalPERs’ membership data for all funds.  The table includes 15 


years of mortality improvements using Society of Actuaries Scale 90% of scale MP 2016.  For more details on 
this table, please refer to the December 2017 experience study report (based on CalPERS demographic data from 
1997 to 2015) that can be found on the CalPERS website. 
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7) PENSION PLAN - Continued 
 
 B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to  
   Pensions - Continued 


 
Discount Rate 
 
The discount rate used to measure the total pension liability was 7.15 percent.  The projection of cash 
flows used to determine the discount rate assumed that contributions from plan members will be made at 
the current member contributions rates and that contributions from employers will be made at statutorily 
required rates, actuarially determined.  Based on those assumptions, the Plan’s fiduciary net position was 
projected to be available to make all projected future benefit payments of current plan members.  
Therefore, the long-term expected rate of return on plan investments was applied to all periods of project 
benefit payments to determine the total pension liability. 
 
The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of 
pension plan investment expense and inflation) are developed for each major asset class. 
 
In determining the long-term expected rate of return, staff took into account both short-term and long-
term market return expectations as well as the expected pension fund cash flows.  Using historical returns 
of all the funds’ asset classes, expected compound (geometric) returns were calculated over the short-term 
(first 10 years) and the long-term (11+ years) using a building-block approach.  Using the expected 
nominal returns for both short-term and long-term, the present value of benefits was calculated for each 
fund.  The expected rate of return was set by calculating the rounded single equivalent expected return 
that arrived at the same present value of benefits for cash flows as the one calculated using both short-
term and long-term returns. The expected rate of return was then set equal to the single equivalent rate 
calculated above and adjusted to account for assumed administrative expenses. 
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7) PENSION PLAN - Continued 
 
 B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to  
   Pensions - Continued 


 
Discount Rate - Continued 
 
The table below reflects the long-term expected real rate of return by asset class.  
 


 
Asset Class (a) 


 Assumed Asset 
Allocation 


 Real Return 
Years 1 - 10(b) 


 Real Return 
Years 11+(c) 


       
Global Equity   50.0%   4.80%   5.98% 
Fixed Income   28.0%   1.00%  2.62% 
Inflation Assets   -   0.77%  1.80% 
Private Equity   8.0%   6.30%  7.23% 
Real Assets   13.0%   3.75%  4.93% 
Liquidity   1.0%   -  -0.92% 
      
 Total   100%    
      
(a) In the System’s CAFR, Fixed Income is included in Global Debt Securities; Liquidity is included 
in Short-term Investments; Inflation Assets are included in both Global Equity Securities and Global 
Debt Securities. 
(b) An expected inflation of 2.00% used for this period.  
(c) An expected inflation of 2.92% used for this period.  
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7) PENSION PLAN - Continued 
 
 B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to  
   Pensions - Continued 


 


Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate  
 
The following presents the District’s proportionate share of the net pension liability for the Plan, 
calculated using the discount rate for the Plan, as well as what the District’s proportionate share of the net 
pension liability would be if it were calculated using a discount rate that is 1-percentage point lower or 1-
percentage point higher than the current rate: 


 CalPERS 
Pension Plan 


  
1% Decrease  6.15% 
Net Pension Liability $ 288,787 
  
Current Discount Rate  7.15% 
Net Pension Liability $ 203,561 
  
1% Increase  8.15% 
Net Pension Liability $ 133,208 


 
 
Pension Plan Fiduciary Net Position 
 
Detailed information about the Plan’s fiduciary net position is available in the separately issued CalPERS 
financial reports. 


 
 
8) RISK MANAGEMENT 


 
The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; and natural disasters for which the District obtains insurance coverage. 
 
The District is exposed to various risks of loss related to torts; damage to and theft or destruction of assets; 
errors and omissions; injuries to employees and natural disaster.  The District contracted with Golden State Risk 
Management Authority for liability, property, and crime damage.  Policy limits of $50,000,000 per occurrence 
for general liability.  Policy is written on an Occurrence Form and includes Automobile liability coverage, 
Officers and Board of Trustees Errors and Omissions and Pollution liability coverage.  There is no aggregate 
limit on this coverage.  Property coverage is all risk, replacement cost and provides up to $600,000,000 
maximum payment per coverage loss.  Coverage includes Automobile Physical Damage, Mobile Equipment and 
Boller and Machinery. 
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8) RISK MANAGEMENT - Continued 


 
The District has had no significant reduction in insurance coverage from prior years.  The District has had no 
settlements exceed insurance coverage for the past three years. 
 
Worker’s compensation coverage is maintained by paying premiums to Golden State Risk Management 
Authority.  Policy limits match statutory limits on a per occurrence basis and includes Employer Liability 
Coverage with policy limits of $5,000,000 per occurrence. 
 
Liabilities of the City are reported when it is probable that a loss has occurred and the amount of the loss can be 
reasonable estimated.  Liabilities include an amount for claims that have been incurred by not reported (IBNRs).  
The result of the process to estimate the claims liability is not an exact amount as it depends on many complex 
factors, such as inflation, changes in legal doctrines, and damage awards.  Accordingly, claims are reevaluated 
periodically to consider the effects of economic and social factors.  The estimate of the claims liability also 
includes amount s for incremental claim adjustment expenses related to specific claims and other claim 
adjustment expenses regardless of whether allocated to specific claims.  Estimated recoveries, for example from 
salvage or subrogation, are another component of the claims liability estimate. 


 
 
9) COMMITMENTS AND CONTINGENCIES 
 
 As of June 30, 2019, in the opinion of the District’s Administration, there are no outstanding matters which 


would have a significant affect on the financial condition of the funds of the District. 
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Wildomar Cemetery District 
Notes to Required Supplementary Information 


June 30, 2019 
 
 


a. Budgetary Data 
 
The District follows these procedures, in establishing budgetary data reflected in the Required Supplemental 
Information - Budgetary Schedules: 
 
The Board of Directors approves each year’s budget prior to the beginning of the new fiscal year.  Public 
hearings are conducted prior to its adoption by the Board.  Supplemental appropriations, were required 
during the period, are also approved by the Board.  In most cases, expenditures may not exceed 
appropriations at the function level.  At fiscal year-end, all operating budget appropriations lapse. The 
General Fund is the only fund for which an annual budget is legally adopted on a basis consistent with 
generally accepted accounting principles (GAAP). 
 


b. Excess of Expenditures over Appropriations 
 
The General Fund had excess expenditures over appropriations as follows: 
 


Fund  Appropriations  Expenditures  Excess 
      


Capital Outlay  $ 1,300  $ 1,428  $ (128) 
Contributions to Other Governments  $ 57,700  $ 60,500  $ (2,800) 


 
 







Actual Variance with
Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 1,262,724$   1,262,724$   1,262,724$   -$                 
Resources (Inflows):


Property Taxes 458,700        469,400        542,938        73,538          
Charges for Services 36,300          44,300          30,936          (13,364)        


Amounts Available for 
Appropriations 1,757,724     1,776,424     1,836,598 60,174


Charges to Appropriations (Outflow):
Current:


Personnel Services 293,100 317,900 265,150 52,750
Materials and Services 128,600 182,100 164,174 17,926


Capital Outlay 1,300 1,300 1,428 (128)
Contributions to Other Governments 57,700          57,700          60,500          (2,800)


Total Charges to Appropriations 480,700        559,000        491,252        67,748          


Budgetary Fund Balance, June 30 1,277,024$   1,217,424$   1,345,346$   127,922$      


Wildomar Cemetery District
Budgetary Comparison Schedule


General Fund
Year Ended June 30, 2019


Budgeted Amounts
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Wildomar Cemetery District 
Schedule of the District’s Proportionate Share of the Net Pension Liability 


CalPERS Pension Plan 
Last Ten Years(1) 


As of June 30, 2019 
 


 
 


        Proportionate Share  Plan Fiduciary 
        of the Net Pension  Net Position as a 
  Proportion of the  Proportionate Share    Liability as a   Percentage of the 


Fiscal  Net Pension  of the Net Pension    Percentage of  Total Pension 
Year  Liability  Liability  Covered Payroll  Covered Payroll  Liability 


           
2016  0.00249%  $ 171,037  $ -  0%  70.99% 
2017  0.00226%  $ 195,159  $ -  0%  67.26% 
2018  0.00215%  $ 213,644  $ -  0%  66.49% 
2019  0.00211%  $ 203,561  $ -  0%  67.69% 


 
 
 
Notes to Schedule: 
 
Benefit Changes.  In 2019, there was no benefit terms modified. 
 
Changes in Assumptions.  For the 2019 fiscal year the discount rate remained the same, 7.15 percent.  In 2016 fiscal 
year the discount rate was changed from 7.5 percent (net of administrative expenses) to 7.65 percent to correct for an 
adjustment to exclude administrative expenses. 
 
 
(1) Fiscal year 2016 was the 1st year of implementation, therefore only four years are shown. 
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Wildomar Cemetery District 
Schedule of Contributions 


CalPERS Pension Plan 
Last Ten Years(1) 


As of June 30, 2019 
 


 
 


  Contractually  Contributions in       
  Required  Relation to the       
  Contribution  Actuarially      Contributions as a 


Fiscal  (Actuarially  Determined  Contribution    Percentage of  
Year  Determined)  Contribution  Deficiency (Excess)  Covered Payroll(2)  Covered Payroll 


           
2016  $ 13,537  $ (13,537)  $ -  $ -  0% 
2017  $ 15,113  $ (15,113)  $ -  $ -  0% 
2018  $ 17,619  $ (17,619)  $ -  $ -  0% 
2019  $ 22,343  $ (22,343)  $ -  $ -  0% 


 
 
 


(1) Fiscal year 2016 was the 1st year of implementation, therefore only four years are shown. 
(2) The District’s plan is still open, however does not have any active employees, therefore, no current payroll.
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Actual Variance with
Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 14,502$        14,502$        14,502$        -$                  
Resources (Inflows):


Investment Earnings -                    -                   19                 19                 


Amounts Available for 
Appropriations 14,502          14,502          14,521          19                 


Charges to Appropriations (Outflow):
Current:


Materials and Services -                    -                   19                 (19)                


Total Charges to Appropriations -                    -                   19                 (19)                


Budgetary Fund Balance, June 30 14,502$        14,502$        14,502$        0$                 


Wildomar Cemetery District
Budgetary Comparison Schedule


Capital Projects Fund
Year Ended June 30, 2019


Budgeted Amounts


40







Actual Variance with
Original Final Amounts Final Budget


Budgetary Fund Balance, July 1 230,227$      230,227$      230,227$      -$                  
Resources (Inflows):


Charges for Services 9,000            15,000          5,900            (9,100)           
Investment Earnings 2,300            6,000            9,421            3,421            


Amounts Available for 
Appropriations 241,527        251,227        245,548 (5,679)


Budgetary Fund Balance, June 30 241,527$      251,227$      245,548$      (5,679)$         


Wildomar Cemetery District
Budgetary Comparison Schedule


Endowment Fund
Year Ended June 30, 2019


Budgeted Amounts
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