TOWN OF PORTOLA VALLEY

Finance Committee Meeting

Monday, August 30, 2021- 5:00 - 7:00 PM
Special Videoconference Meeting via Zoom

SPECIAL VIDEOCONFERENCE MEETING AGENDA

Join Zoom Meeting:
https://us06web.zoom.us/j/87649036216?pwd=VkJYRmhYaGpIMGFZMnNOV1FaNOMrdz09

To access the meeting by phone, dial:
1-669-900-6833
1-877-853-5247 (toll-free)

Mute/Unmute — Press *6 / Raise Hand — Press *9

Meeting ID: 876 4903 6216

Password: 526048

1. Call to Order

2. Roll Call

3. Oral Communications and Announcements
4. Approve minutes from June 1, 2021 meeting
5. FY 2021-22 Revised Proposed Budget

6. Adjournment


https://us06web.zoom.us/j/87649036216?pwd=VkJYRmhYaGpIMGFZMnNOV1FaN0Mrdz09

TOWN OF PORTOLAVALLEY
Finance Committee Meeting
Tuesday, June 1, 2021

3:00 PM Video Conference

FINANCE COMMITTEE MEETING MINUTES

Attendees

Jeremy Dennis, Town Manager
Cindy Rodas, Finance Director
Jim Saco, Finance Consultatn
Craig Hughes, Council Liaison
Sarah Wernikoff, Council Liaison
Lucy Neely, Chair

Stephen Cassani, Member
Ken Lavine, Member

Jason Pressman, Member
George Savage, Member
Michele Takei, Member

Rita Comes

Caroline Vertongen

Nan Shostak

Call to Order: The meeting was called to order at 3:02 PM.

Roll Call: The Chair confirmed attendance as detailed above.

Oral Communications: None.

Approval of Minutes: The minutes were approved with no changes.

Schedule/Frequency of Future Meetings: Lucy proposed four quarterly meetings, with two
additional meetings to cover (i) the annual audit and (ii) the budget. She noted that the staff and
council is supportive of additional engagement with input from the Finance Committee. Sarah
Wernikoff noted that the finance committees in other municipalities typically meet at least six-
times per year, and some meet monthly. The Committee discussed the benefits of increased
involvement and all members were supportive of moving forward with six meetings annually,
with the understanding that we will re-assess over the course of the next year.

The Committee also discussed how far in advance we should schedule future meetings. After
some discussion about possible travel plans and other commitments, it was agreed that
advance scheduling would be helpful (with more advance notice than in the past), but not a full
year in advance. Staff will send out a series of Doodle polls.

Proposed Budget: Jeremy then introduced the new budget, commenting that it was a new
process this year given the system. This is the 3™ year that staff has been asked to develop
their own budgets for their departments.

Jeremy then went through a detailed presentation deck.



With regard to revenue, Jeremy noted that property tax is typically budgeted to increase by 4-
5% per year, but actual has been closer to 6.5%. The Sales and Use Tax increased
meaningfully due almost exclusively to Alpine Inn. The American Rescue Plan (“ARP” -- Covid
relief funds), which are expected to total over $800K, will be recognized as revenue when
received. Some Covid-related expenses that will draw on the ARP funds have already been
incurred, while others will be incurred in future periods. With respect to the ARP, only expenses
that can be shown to relate to the Covid pandemic can be offset by the ARP funds. Sarah
recommended that staff create a summary of the ARP, together with the limits placed on how the
funds can be used, term, etc., so that community members can better understand the program,
how it can benefit the Town, and the program’s limitations. The ARP funds have not been
included in the budget since not yet received.

Sarah asked whether there is a chance that we won'’t be able to spend the entire ARP amount.
Jeremy said that while it's possible, since the funds can only cover Covid-related
expenses/losses, any un-used funds may be allocated to assist local business with their Covid-
related expenses/losses. The termination date for usage of the ARP funds is 12/31/24.

[NOTE: Not sure | got all of the following correct] We should receive comments/financials from
the auditor in mid-July, and we will then finalize revisions to the budget in September. Jeremy
also plans to develop a 5-year set of projections for all budget units and would like to discuss
with the Finance Committee the assumptions driving the 5-year plan.

Jeremy also mentioned the increase in the cost of the Sheriff’s contract. Although the increase
is modest in year-1, there are meaningfully higher increases in subsequent years. However,
even at the higher levels, the related costs remain in the range of 14-16% of the overall budget.

Cindy then highlighted some of the capital budget items: $100K to fund initial review and
planning for a possible undergrounding of utility lines; $[5k] to update the InterGov System;
$50K to move a radio antenna from a residential property to another location and other funds for
school house improvements and to repair a flatbed truck.

Jeremy also mentioned that although the Town Center boiler was in need of replacement, it was
determined that it could last another year with repairs. In addition, certain HVAC expenses
would be covered by the Covid relief funds once received (related to air filtration).

Ken Lavine mentioned that Los Altos Hills conducted a similar assessment of undergrounding of
utilities, and found that the cost would be tens of millions of dollars. Jim Saco confirmed that the
cost for PV would be similar — potentially in the $30MM+ range. We then discussed the UUT tax
as a possible funding source. Currently the tax stands at 4.5% and there is the ability to raise it
by an additional 1% (although no plans to do so).

Michelle Takei then raised some questions relating to retirement funds and the committee
discussed the various retirement line items and how they relate to CalPERS, OPEB, and other
funds that the Town participates in to mitigate risk of unfunded liabilities.

Community member Nan Shostack asked about wildfire preparedness budgets year over year.
There was discussion about how it’s difficult to determine the true cost given that extensive staff
time has recently been devoted to the topic, but it’s not always allocated in terms of budgets or
actual expenses. It will be a narrative element, however. Sarah mentioned that it would be
helpful to have a reporting format that allows for year-over-year tracking of fire-related
expenses. The older system was not set up to compare apples-to-apples, but the new system
is. Ken mentioned that having a system that can more accurately allocate staff time to a given
project/function, is key to understanding how costs change over time.

Rita Comes then offered that she would like to see the Finance Committee having oversite re
how the ARP funds are spent. She mentioned that with so many people using the Town’s trails,
garbage along the roads and trails is becoming more of an issue. She also proposed that a toilet
with running water at Ford Field would be a welcome upgrade, as would be signs making clear



that care should be taken when discarding cigarette butts. Jeremy reiterated that the ARP funds
could only be used for Covid-related expenditures.

Caroline Vertongen made the observation that communication between/among the departments
and committees could be improved. It's her sense that increasingly important decisions are
being made in smaller ad hoc meetings. She also offered that it would be helpful to the
community to have a Zoom call to discuss how the budgets are prepared.

Steve Cassani observed that the compound annual growth rate of expenses of some of the
largest budget categories are quite high over the past 3 years, and asked how we get
comfortable that growth rates are sustainable over time, particularly if we hit an economic rough
patch. Jeremy mentioned that the Reserve is really a bridging mechanism to enable the funding
of unforeseen expenses (e.g., emergencies), which are then often back-filled with other funds
once received. Longer-term liabilities have specific reserves that are accounted for separately.
Budgets are based on expected revenue and would need to be adjusted if expectations warrant
(e.g., recession, etc.). Sarah proposed that a narrative be added to the longer term projections
highlighting how the Reserve account works, vs accruing funds for long-term liabilities. This
could be something that helps the public understand how various longer-term liabilities and
emergencies are paid for.

Jeremy said that he expects to have a set of 5-year projections within 90-days, and that he will
look to the Finance Committee to provide input on the key assumptions used in the model.

The Finance Committee then voted on the budget which was approved unanimously.

New Business:

Possible Divestment of Fossil Fuel Investments: Lucy raised concerns over climate
change and the role fossil fuel companies play. She proposed looking into (i) what investments
the town currently has in the fossil fuel sector and (ii) explore whether divestment should be
considered, and if so, what process might we undertake and what policies we might consider.
Ken mentioned that the funds the Town invests directly (e.g., through the Bill Urban fund or
LAIF) are limited by statute to very conservative debt investments and therefore are not invested
in equities of any kind, nor corporate debt issued by energy companies. Retirement funds,
managed by the State, may however include fossil fuel investments. George Savage also made
the point that any policy that limited our ability to invest in a given sector should also take into
account how such policies may negatively impact returns to our retirees.

The committee agreed it would be helpful to receive a periodic update regarding the various
Town funds and how they are allocated among funds, managers and asset classes, and how
they are performing. Currently ~$4.5 million is invested.

Other Business: Letter to Governor Newsom. Finally, Jeremy provided an overview of the
recent letter the Town sent to the Governor re the VLF funds. It's a very complicated issue and
it's unclear when or how it will be resolved. All San Mateo county cities have submitted a similar
letter.

Adjournment: The meeting was adjourned at [5:20]pm

Date & Time of Next Meeting: TBD, but likely in early October



TOWN OF PORTOLA VALLEY
STAFF REPORT

TO: Finance Committee

FROM: Cindy Rodas, Finance Director
Jeremy Dennis, Town Manager

DATE: August 30, 2021

RE: Revised FY 2021-22 Budget

RECOMMENDATION

Staff recommends that the Finance Committee recommend to the Town Council the
Revised FY 2021-22 Budget

BACKGROUND

Earlier this year, the Town Council and Finance Committee adopted a new model for
budget development that included a revision to the draft budget. A revision to the draft
annual budget allows for updated actuals for the previous year, changes to previously-
proposed projects and programs, and modifications to revenue sources as new
information is received. This new model is called the September Revision.

This year, the September Revision was accompanied by funding provided by the Federal
Government in the American Rescue Plan Act (ARPA) to support COVID-19 related
impacts and expenditures. The Town has received the first of two amounts of $564,381
that have been included in the revised budget. A new fund (225) ARPA Coronavirus
Recovery has been created to track this revenue as well as the associated expenditures.

DISCUSSION
Overall, the draft FY 2021-22 budget was modestly adjusted, resulting in a new net
operating general fund surplus of $103,536.

Detail on the revenue and expenditure changes is listed below.

FISCAL IMPACT



Department/Division Name = Fund Type = Acct Type GL Acct Description Description Budget Change +/-
Town Manager General Expenditure  Salaries - hourly Part-Time Admin Asst S (5,496)
General Expenditure  Salaries - Permanent Assistant Town Manager (ATM) S 25,000
Finance Department General Expenditure  Salaries - Permanent J. Saco Consultant Contract S (22,000)
Planning Department General Expenditure  Miscellaneous Consultants Safety Element - future pandemic planning S 60,000
Public Works Department General Revenue Micellaneous Receipts Sedgewick/PLAN - Payout for Truck Disposiiton S 18,885
General Expenditure  Salaries - Permanent Merit Increase (2%) S 2,315
General Expenditure  Vehicle Maintenance Safety Lights for new trucks S 6,000
General Expenditure  Vehicle Maintenance Window Guard S 1,500
ARPA Expenditure Janitorial Services Janitorial Support/COVID Precautions S 5,000
Community Hall ARPA Expenditure  Community Hall Maintenance CH Maint/Updates - COVID19 S 25,000
Non-Departmental General Revenue Property Tax - Secured San Mateo County Property Tax S 15,000
General Revenue ERAF Revenue ERAF Revenue S 37,221
General Expenditure Liability Insurance/Bonds Liability Insurance Premium S 21,774
General Expenditure  Property Insurance Property Insurance S 4,234
General Expenditure  Miscellaneous Consultants Lobbyist - Cruz Strategies S 5,000
General Expenditure  Miscellaneous Consultants SMC HR Consultant Contract S 2,000
General Expenditure ~ Software & Licensing Veoci - Virtual EOC Software S 14,275
ARPA Expenditure  Software & Licensing DocuSign: Secured Remote Signature System S 8,000
ARPA Expenditure  Wellness Program Employee Wellness Program S 10,000
ARPA Expenditure  Community Services ARPA Business Recovery Program S 100,000
CIP - Capital Improvement Gen/ARPA  Expenditure Infrastructure Improve Exp Utility Undergrounding Study S 100,000
General Expenditure Infrastructure Improve Exp Emergency Evacuations S 75,000
General Expenditure  Fixed Assets/Software & Equip =~ SB1383 Tracking Software S 8,000
ARPA Expenditure  Facilities Structures Expense COVID Barriers/Partitions for Town Hall S 381
ARPA Expenditure  Facilities Structures Expense HVAC System/Air Handler S 100,000
ARPA Expenditure  Fixed Assets/Software & Equip  Schoolhouse - Virtual/Hybrid Meeting Upgrade S 100,000
General Expenditure  Fixed Assets/Software & Equip ~ CH - Buckeye Room TV (deleted) S 2,500
ARPA Expenditure  Fixed Assets/Software & Equip  On premise server conversion to Cloud server S 30,000
ARPA Expenditure  Fixed Assets/Software & Equip  Installation of VOIP system S 50,000
ARPA Expenditure  Fixed Assets/Software & Equip  EnerGov P&L conversion to Cloud S 21,000




About this Document

Compiled by Administration and Finance

Budget Team:

Jeremy Dennis, Town Manager
Cindy Rodas, Finance Director
Jim Saco, Fiscal Consultant

Questions? Email:
crodas@yportolavalley.net
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Town of Portola Valley, CA
Financial Plan
Fiscal Year 2022

Town Council

Maryann Derwin, Mayor
Craig Hughes, Vice Mayor Jeff Aalfs, Councilmember

John Richards, Councilmember  Sarah Wernikoff, Councilmember

Town Administration

Jeremy Dennis, Town Manager

Cindy Rodas, Finance Director

The development of a proposed annual budget is always laden with potential challenges.

As much art as it is science, staff must work closely together to make their best assumptions about where
revenues may be going, how many planning projects might be submitted - all the variables that could simply
look different in just a few months.

The COVID-19 pandemic exasperated these typical challenges by requiring staff to develop this proposed
budget without the normal tools we depend on — proximity with each other in the office and the simple one-
off, spontaneous discussions that can solve mysteries and create solutions.

The full implementation of the Town’s new financial system, of which we are an early adopter, was a final
trial, as some of our most trusted systems were not available until deep into the budget development
calendar.

Despite all these obstacles, Cindy Rodas, the Town’s Finance Director, exemplified grace under pressure.
Always quick to help, to find the humor in any situation, all while remaining clear-headed and focused on the
task; Cindy personifies what public service should be. Thank you Cindy.

Jim Saco, the Town’s Financial Consultant, continued with his steady hand, deep knowledge of systems and
budgetary tools from years as the San Mateo County Budget Director, and breezy approach that puts
everyone at ease.

Finally, thank you to the managers, who worked closely with Cindy to develop their department’s budget
proposals. In addition to their day-to-day work, each brought their expertise and positive natures to this
process. Some days were rougher than others, and | am sure that there were moments were it seemed | was
asking for the impossible, but each of you did the job admirably.



Town Manager FY 2021-22 Budget Message

As the Town, County, State and Country slowly emerge from the last year of the COVID-19 pandemic that
radically and permanently altered the way governments deliver services, we are proud to present the
proposed FY 2021-22 budget.

The draft budget is a reflection of what has been learned the last year — that successful administration of the
service provided to residents and visitors in Portola Valley is (and will) remain our greatest skill set. Ensuring
it remains strong, and is nurtured and enhanced with the community we are proud to serve and are part of, is
fundamental.

The Town Council’'s adoption of its priorities for this budget cycle set the stage for a proposal that directs staff
time and resources to this commitment. Included in this budget are funds to a full-time planner and full
funding for a previously part-time position in Finance. The Council Priorities also explicitly support an
emphasis on focusing Town Staff (Portola Valley has the fewest staff of any city in San Mateo County) on the
Council’'s goals and not overpromise what can be accomplished in a fiscal year.

There are still many major projects to sustain and complete Fiscal Year 2021-22. On the contrary, with the
Housing Element, Safety Element, Pedestrian Safety Study improvements, major land-use projects, virtual
emergency operations software, changes to the Town’s permit tracking software, website refresh launch and
expanded capabilities and information, there will be plenty to do outside of the “normal”, day-to-day staff
work.

While it is difficult to strip away the impact of the COVID-19 pandemic on the demands of service provision,
there is no question that by every available metric requests for staff time and services greatly increased in
the last year. Examples include:

e More residents than ever participate in Town meetings, which has expanded information sharing and
discussions between the Council, Town volunteers, staff and residents on a variety of issues

o Building permit applications increased by 25% over the last year

o Code Compliance complaints increased by 72%

o Residential Data Report requests doubled

e Interest in town land use projects and news led to new weekly messages from the Town, and increased
overall communications

e Planning permit applications increased by 70%

e Public Records Act requests increased by over 1000%

e PV Connect service requests increased 157% (this includes trails, road, noise, dumping, graffiti, or other
similar issues)

The Council’s focus on service provision and enhancements to its delivery is appropriate, given these
increases. This next fiscal year is a year of renewal, and this budget is a reflection of that renewal.

General Fund Overview



The proposed FY 2021-22 budget anticipates a General Fund operating surplus of $83,288. This tightening
of the delta between General Fund revenue and expenditures is an ongoing trend, even in the light of better-
than-anticipated growth in Property Taxes over the last three years. Staff is actively developing budget
forecasting and monitoring tools that will be completed by September of this year and will be included in a
proposed September Budget Revision.

With the addition of $903,229 in General Fund monies for proposed capital improvements, the total General
Fund deficit is $941,092.

General Fund Revenue

Overall, projected General Fund revenues total $6,143,988, an increase of $438,991 (or just under 8%) when
compared to the prior year’s budgeted amount. Few revenue sources are showing significant changes; those
changes of note, or those fees of import to the Town’s General Fund revenues are as follows:

o Property Taxes — As property tax revenues have generally increased more than budgeted in the last three
years, and tax levels are expected to remain high in the coming years, staff has budgeted a 5.2%
iIncrease for FY 2021-22. Revenues from property taxes could run as high as 6+% in the coming years,
but a conservative approach has benefitted the Town.

o Ultility Users Taxes (UUT) and Franchise Fees- These two sources are important revenue for Town
services. UUT are derived from users’ consumption of utility services, and franchise fees are charged to
utilities for their use of Town roads, right-of-way and other Town-owned property

Both revenue sources continue to grow, albeit at a modest rate.



General Fund Expenditures

General Fund operating expenditures are projected to be $6,060,700, an increase of $ 397,587 (or just under
7%) when compared to the prior year’s budget. Significant changes of note in General Fund expenditures are
as follows:

Personnel — The budget to support staff salaries and benefits is proposed to increase by $291,308 over FY
2021-22 budget. Changes within this department include:

o Full funding for two staff positions
e Senior Planner defunded in the FY 2020-21 budget
e Finance Analyst funded part-time through a contract basis in FY 2020-21 that has now been filled
e Cost of Living Adjustment for managers and line staff
e One promotion and three merit raises of 1.5%
o Conversion of the part-time administration position to a Sustainability Analyst

Sheriff’'s Office Contract — The contract for police services is provided by the San Mateo County Sheriff’s
Office. In recent years, the cost of this contract has grown considerably (but has maintained a relative
position to the overall General Fund budget):

The contract total FY 2021-22 is $997,407 (note that the above graph includes the contract for 911
Communication services, which was not a separate line item in the overall contract until a few years ago).



The next contract will be negotiated in FY 2023-24.
General Fund Reserves

The General Fund reserve is projected to be at $5,906,905 on June 30, 2021. This is a reflection of slightly
increased revenue over the last fiscal year and fewer expenditures completed during COVID-109.
Adjustments have been made to the following current General Fund Balance Assignments (Reserves):

Unfunded Retiree Medical Other Post Employee Benefits - reduction of $559,932 as the Town continues to
fund the new Trust Fund through the California Employerrs' Retiree Benefit Trust (CERBT). Two more
payments of $279,965.75 will occur in FY 2021-22.

Capital Improvement Plan

The Town’s annual capital improvement plan (CIP) includes $903,229 in General Fund support to fund a
variety of projects, including :

e $302,929 for the annual road resurfacing project

e $128,000 for enhancement and maintenance for the Town's Open Spaces

e $100,000 for a study on undergrounding the Town's utilities

e $79,800 for a hybrid meeting software solution in the Historic Schoolhouse

e $57,000 to install the Town's AM radio equipment on CalWater property to expand its reach

e $21,000 to convert the Town's permit tracking software to a cloud-based system (due to the termination of
obsolete software support), which will add capabilities to the current system

o Replacement of the skate ramp on the All Sports Court

o Modest improvements to the Buckeye Room to expand use and utility for resident activites and Town
Meetings

Council Priorities and the Budget

Every year, the Town Council sets it priorities for the coming fiscal year, both as a guide for the development
of the annual budget, but also as a message to residents on those issues most important for the coming year.

For FY 2021-22, the Council has set four priorities (see Council Priorities section for detail):

Wildfire/Emergency Preparedness

Resources for Land Use Projects and Programs
Service Delivery Improvements

Focus on Established Programming

> w e

Staff has drafted this proposed budget to best support these four priorities, as described below.
Wildfire/[Emergency Preparedness

The Town has a long history of focus on emergency preparedness: a result of the Town’s location on the San
Andreas Fault and within an environment increasingly prone to wildfire danger. Discussion of these issues
has been the responsibility of the Emergency Preparedness Committee, and over the last three years, the
Wildfire Preparedness Committee.

While the Town remains a leader in implementing a host of resiliency and mitigation measures, more remains
to be completed. The CZU fire was, for many residents, the first time the reality of wildfire danger revealed
itself, and the Council’s primary priority this year is continued mitigation and resiliency efforts.

The FY 2021-22 Proposed Budget includes the following expenditures for wildfire/emergency preparedness:



e An increase from $39,000 to $190,000 for right-of-way vegetation management to keep the Town's roads
clear in a wildfire event

e $100,000 to study undergrounding the Town's utilities

e $20,000 for update to the Town's Safety Element

e $20,000 for traffic consultant services to examine evacuation-related issues

e Modest increases for the Woodside Fire Protection District's annual chipper program

Additional efforts include a new home hardening ordinance for review this summer, updates to the Town’s
Design Guidelines, and other municipal code revisions that are fully supported by staff.

The below graph shows the increasing amount allocated by the Town Council for fire prevention efforts,
Including significant increases for public right-of-way vegetation management clearing along the Town’s
roads.

Additional measures for this priority include additional staff time allocated to a variety of activities: assigned
staff include the Town Manager, the Assistant to the Town Manager, the Planning and Building Director, and
the Communications and Engagement Analyst.

Resources for Land Use Projects and Programs

Over the last few years, there has been a marked increase in the number of complicated projects that the
Planning and Building Department have managed. This increase includes most of the Town’s major
landowners updating their conditional use permits and applications for projects such as Stanford Wedge
housing, the Neely Winery project and others.

As the Town is required to update its Housing Element every 8 years (which must be completed by the end of
2022), and anticipating additional housing projects, the Council identified this priority to ensure that the

proper funding was available to support it.

The FY 2021-22 Proposed Budget includes the following expenditures for land use projects and programs:

Full funding for a senior planner - $165,936 salary and benefits

Housing Element - $245,000

Pedestrian Safety Study Implementation - $61,000

$20,000 for the Safety Element Update

Increased funding for Building Official and Code Compliance consultant assistance



The Planning and Building Director continues to utilize a flexible consultant model for planning and project
services, which is primarily supported by applicant charges and fees. This model allows the Director to utilize
different skillsets as needed from a number of professional planners.

Service Delivery Enhancements/Focus on Established Programming

The final two Council Priorities are treated as one in this summary, as they complement one another and
relate to the same basic principles - core service delivery and its enhancement are fundamental to Town
operations.

If there has been one positive aspect to the last 15 months of remote work during the COVID-19 pandemic, it
has been the proliferation of new online tools to allow residents and visitors alike to conduct business with
Town Staff. New services over the last year include:

Appointment scheduling for Land Use Projects
Submittal of project applications

Class registration and refund forms
Instructor-associated access

Business License Payment

COVID-related waivers and other related forms

Additions to this new web-based access will continue over the next year, with focus on facility reservations
and events (and electronic payments), committee event and activity support, public records act request
submittals, office hours and scheduling with staff and additional land use access.

In tandem with these online tools, the website has been refreshed and will be populated with new pages on
land use projects, emergency preparedness, volunteerism, enriched committee pages and other important
items.

Established programming is boosted in the FY 2021-22 budget with the following expenditures:

1. Anincrease of $52,000 to $128,000 for a variety of open space property improvements, including Spring
Down Open Space, the “road remnant” property adjacent to Frog Pond Open Space and other
associated projects

2. Replacement of the well-used skateboard ramp

3. Historic Schoolhouse and Buckeye Room expanded use, including $79,800 for a hybrid meeting system

4. $20,000 for annual major trails upgrades

Staff time is being allotted to major sustainability initiatives, such as the Green Building Ordinance,
implementation of the smart water meter project, a project to demonstrate the relationship between back-up
power/batteries, renewable energy and emergency preparedness and the creation of a Climate Action Plan.

Staffing

As described above, the complexity and volume of work managed and conducted by Town staff has grown
considerably. The Council has directed the management team to develop and propose additional staffing to
meet these challenges, in addition to those new/funded positions previously mentioned.

Over the next year, staff plans to bring to Council for consideration additional positions for Public Works and
Administration, while utilizing the planning/building/code compliance consultant contracts to lower the current
wait times in that department. We are hopeful that the resources proposed with this budget will help reduce
the backlog of planning projects in the coming months to more manageable levels, resulting in wait times
closer to those prior to COVID.



Public Works is considering a mid-level position to support the Director in engineering, facilities work, and
other duties that will align the Director with overall management and strategic development. Administration is
studying the addition of a management analysis that would operate as a generalist for department needs and
resident interactions.

After FY 2021-22, staff expects additional planning and building needs. The current contract may continue to
be useful, but staff is studying what the specific need may be, particularly with expected increased land use
projects from the next Housing Cycle.

Fortunately, over the last few years, the Town Council has controlled salary costs, as shown below:

The rise In salaries this year is not as large as shown, as there would have been a proposed cost of living
adjustment of just over 3% that was eliminated from the FY 2020-21 budget. Primary increases are a result
of full funding for the senior planner and finance analyst positions.

Forecasting the Next Five Years

By the time of the September Revision and adoption of the Final Budget, staff will present a full forecast for
the next five years across all general fund revenue and expenditures.

Such an endeavor is fraught with unknowns, unanticipated issues and guesswork. However, with strongly-
constructed assumptions about what is anticipated, the framework for such forecasting can identify potential
structural budget issues in outlying years.

Concepts to be considered as part of this forecasting will include revenue enhancements (such as increasing
the collection of the utility users tax or targeted parcel tax for wildfire resiliency), as well as thorough
examination of current expenditures.

Finding revenue for the increased need described above is a challenge. As with every new need, there are a
few potential ways to support it:

o Use of existing operating revenue surplus

e Use of reserves

o Cuts to existing expenditures
As with previous years, the delta between operating general fund revenue and expenditures is shrinking.
While there are one-time expenditures within this proposed budget that will sunset in future years, staff
expects this trend to continue.
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Use of reserves is not recommended for operational needs, particularly on an ongoing basis.

Thus, staff will explore, with the support of the Town Council, staff will begin exploring expenditure changes,
as appropriate, for future consideration. This will be a challenging process, with many opinions, that will be
held in a transparent, open fashion by including as many residents as possible in these discussions.

American Rescue Plan Allotment and Expenditures
The recently passed American Rescue Plan (ARP) apportioned funds to every municipality in the United
States; Portola Valley is anticipating revenue totaling just under $860,000.

Under the draft guidance, only COVID-19 pandemic-related expenditures can quality for funding. Funds can
be used:

e To respond to the public health emergency or its negative economic impacts, including assistance to
households, small businesses, and nonprofits, or aid to impacted industries such as tourism, travel, and
hospitality

e To respond to workers performing essential work during the COVID-19 public health emergency by
providing premium pay to eligible workers

e For the provision of government services to the extent of the reduction in revenue due to the COVID-19
public health emergency relative to revenues collected in the most recent full fiscal year prior to the
emergency

e To make necessary investments in water, sewer, or broadband infrastructure

As the Town awaits final guidance, staff is preparing a list of those impacts and expenditures that we
currently believe qualifies for relief under the ARP, including:

e Lost revenue from classes, rentals of facilities, and land use projects suspended during the early stages
of the pandemic, as well as for revenue lost for COVID-19 physical improvements and access to service
e Funds for businesses and individuals impacted by COVID-19

Next Steps

This summer, the Town Council will begin reviewing potential expenditures for the American Rescue Plan
funds.

In September, the Finance Committee and Town Council will be presented with a budget revision that will
iInclude the Town'’s forecasts for the next five fiscal years.

Town of Portola Valley, California
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FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2021-22 FY 2021-22

Sources Actual Actual Adopted Proposed Revised Percent
Property Taxes 3,058,184 3,158,836 3,269,350 3,469,815 3,522,036 32.78%
Charges for Services 1,435,345 1,278,014 917,443 1,230,410 1,230,410 11.45%
Utility Users Tax 951,600 939,260 1,070,387 1,100,487 1,100,487 10.24%
Intergovernmental Revenue 761,538 788,628 883,323 1,150,517 1,696,898 15.79%
Use of Money & Property 436,015 454,898 379,503 396,981 396,981 3.69%
Fees, Fines & Forfeitures 322,130 253,175 362,795 371,175 371,175 3.45%
Sales & Use Tax 184,175 191,109 215,000 235,000 235,000 2.19%
Miscellaneous Revenue 939,606 308,053 469,385 482,325 501,220 4.66%
Operating Transfers In 324,296 111,440 512,379 1,024,380 897,080 8.35%
Fund Balance 0 0 470,495 941,092 793,544 7.39%

8,412,889 7,483,413 8,550,060 10,402,182 10,744,831 100.00%



FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2021-22 FY 2021-22

Requirements Actual Actual Adopted Proposed Revised Percent
Employee Services 1,584,679 1,631,551 1,706,057 2,248,416 2,244,981 20.89%
Employee Benefits 557,446 557,813 709,577 703,526 709,046 6.60%
Services & Supplies 3,065,867 2,955,702 3,441,029 3,705,560 3,914,843 36.43%
Maintenance & Utilities 373,573 245,869 547,884 609,553 617,053 5.74%
Education & Travel 39,606 32,689 59,215 57,040 57,040 0.53%
Fixed Assets 629,252 111,440 423,440 1,411,300 1,662,381 15.47%
Operating Transfers Out 324,296 111,440 512,379 1,024,380 897,080 8.35%
Reserves 0 0 1,150,479 642,408 642,408 5.98%

6,574,720 5,646,503 8,550,060 10,402,182 10,744,831 100.00%



FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2021-22 FY 2021-22

Sources Actual Actual Adopted Proposed Revised Percent
Property Taxes 3,058,184 3,158,836 3,269,350 3,469,815 3,522,036 50.25%
Charges for Services 775,127 535,411 602,443 755,410 755,410 10.78%
Utility Users Tax 658,714 658,037 732,890 762,990 762,990 10.89%
Intergovernmental Revenue 10,625 11,806 12,725 14,356 14,356 0.20%
Use of Money & Property 196,732 196,457 129,264 146,742 146,742 2.09%
Sales & Use Tax 184,175 191,109 215,000 235,000 235,000 3.35%
Fees, Fines & Forfeitures 322,130 253,175 362,795 371,175 371,175 5.30%
Miscellaneous Revenue 350,960 307,483 380,530 388,500 407,395 5.81%
Fund Balance 0 0 470,495 941,092 793,544 11.32%

5,556,646 5,312,313 6,175,492 7,085,080 7,008,648 100.00%



FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2021-22  FY 2021-22

Requirements Actual Actual Adopted Proposed Revised Percent
Employee Services 1,584,679 1,631,551 1,706,057 2,003,416 1,999,981 28.54%
Employee Benefits 557,446 557,813 709,577 703,526 699,046 9.97%
Services & Supplies 2,226,977 2,045,435 2,899,893 3,011,324 3,092,607 44.13%
Maintenance & Utilities 173,229 156,575 244,771 285,395 262,895 3.75%
Education & Travel 39,606 32,689 59,215 57,040 57,040 0.81%
Fixed Assets 0 0 43,600 0 0 0.00%
Operating Transfers Out 324,296 111,440 512,379 1,024,380 897,080 12.80%

4,906,233 4,535,502 6,175,492 7,085,080 7,008,648 100.00%



Town of Portola Valley, California

Revenues & Expenses by Governmental

Fund

Back to Table of Contents




Town of Portola Valley
Fund Activity Summary
FY 2021-22 Revised Budget

FY 2020-21 FY 2021-22 FY 2021-22 FY 2021-22 FY 2021-22
ESTIMATED ESTIMATED ESTIMATED TRANSFERS PROJECTED
BALANCE REVENUES EXPENDITURES IN(OUT) BALANCE
General Purpose Funds
General Fund Unassigned 3,076,868 6,215,104 6,111,568 (897,080) 2,283,324
Unfunded Pension Liab Assignment 670,105 670,105
Equipment Replacement Assignment 100,000 100,000
Capital Repl/Emergency Assignment 1,400,000 1,400,000
Legal Contingency Assignment 100,000 100,000
Unfunded Retiree Medical OPEB 559,932 559,932
Sub-Total 5,906,905 6,215,104 6,111,568 (897,080) 5,113,361
Restricted Funds
Grants (201) 69,800 251,600 251,600 69,800
Public Safety Sales Tax (202) (6,479) 15,000 15,000 (6,479)
Public Safety/COPS (203) 125,547 147,614 145,000 128,161
Open Space (204) 7,145,517 482,360 7,627,877
Library Fund (205) 149,070 99,520 99,520 149,070
Gas Tax (206) 121,367 221,054 342,205 121,151 121,367
Measure A (211) 606,319 299,938 299,938 606,319
Measure M (212) (80,613) 82,202 82,202 (80,613)
Measure W (213) 205,690 132,860 61,000 277,550
Park In Lieu (221) 35,025 788 35,813
Inclusionary In Lieu (222) 3,728,931 84,786 3,813,717
ARPA Covid Relief (2225) 0 546,381 546,381 0
Capital Projects Fund (401) 0 775,929 775,929 0
Applicant Deposits (701) 1,125,384 475,000 475,000 1,125,384
Sub-Total 13,225,558 2,839,103 3,093,775 897,080 13,867,966
Grand Total 19,132,463 9,054,207 9,205,343 0 18,981,327
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SECTION II: PUBLIC SAFETY
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Back to Table of Contents

Section lll - Capital Projects: Department 700

Description

The Capital Improvement Program is a five-year plan that provides guidance to the Town Council, Town staff,
and the community about the capital improvements and purchases that will/could be undertaken over the
next five-year period. The Capital Improvement Program is a living document that will be revisited and
revised at least annually as the Town plans its improvements. As a five-year plan, the projects are updated
and phased over time taking into account the needs and resources available to complete the projects.

Capital Improvement Projects List



Capital Projects Fund 401



Measure A Fund 211

Measure M Fund 212

Measure W - Fund 213



ARPA Coronavirus Recovery Fund - 225
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Adopted Budget: The budget that is finally adopted by the Town Council in September after the prior Fiscal
Year's audit has been completed and actuals from the CAFR can be incorporated. Also, following the
assessment of any impacts of the state budget once adopted would be included in the Town Budget.

Appropriation: An expenditure authorization granted by the Town Council from a specific fund and a specific
budget unit. Appropriation authority is granted at the object level, including Salaries and Benefits, Services
and Supplies, Fixed Assets, Transfers out and other expense categories.

ARPA: American Rescue Plan Act, Coronavirus Recovery Relief Bill

Balanced Budget: A budget where Total Sources, including Fund Balance, equal Total Requirements,
Including Reserves and Contingencies, for each appropriated fund.

BSA Fee: A State Building Permit Fee regulated by the California Building Standards Admisitration
(Commission).

Budget: An itemized summary of probable expenditures and income for a given period.

Budget Unit: : A distinct fiscal and organizational entity within the Town budget which has a mission and/or
funding source sufficiently unique to require a separate legal appropriation from the Town Council. Budget
units are generally at the department or major division level of an organization.

California Public Employees' Retirement System (CalPERS): Agency in the state of California that
manages pension and health benefits for more than 1.6 million California public employees, retirees, and
their families.

Capital Improvement Plan (CIP): A multi-year tool to plan for upcoming one-time expenditures.

Chart of Accounts: A list of account numbers and names which provide the organizing framework for
budgeting, recording, and reporting on all financial transactions. The Chart of Accounts is comprised of sub-
accounts (the level at which transactions are posted), account groups (a roll-up of related sub- accounts) and
objects (major categories of revenues and expenditures as defined by the State Controller’s guideline and
the account level at which the council approves the budget).

Citizen's Option for Public Safety (COPS): State funds to support a variety of law enforcement needs.

Construction and Demolition Debris Deposit (C&D Deposit): A refundable deposit to ensure that the
materials related to a construction/demolition project are properly disposed.




Comprehensive Annual Financial Report (CAFR): The culmination of all budgeting and accounting
activities engaged in by management during the prior year, covering all funds of the Town, its component
units, and its financial transactions.

Decomposed Granite (DG): Used for baseball infields, planned project within the CIP

Division of the State Architect (DSA Fee): A fee associated with the State department and projects that
use its services.

Education Revenue Augmentation Fund (ERAF): In FY 1992-93 and FY 1993-94, in response to serious
budgetary shortfalls, the State Legislature and administration permanently redirected over $3 billion of
property taxes from cities, counties, and special districts to schools and community college districts. These
redirected funds reduced the state’s funding obligation for K-14 school districts by a commensurate amount.
ERAF is the fund into which redirected property taxes are deposited in each county. In FY 1996-97, cities,
counties, and special districts deposited about $3.4 billion of property taxes into ERAF. The amount of
required ERAF contributions grows annually along with property tax growth rate. To mitigate the ongoing
iImpact of the FY 1993-94 property tax shift, the Legislature proposed, and the voters approved, Proposition
172. This measure provides counties and cities with a share of a half-cent sales tax for public safety
purposes.

EnerGov: The Town's permit tracking software system.

Expenditure: Decreases in net financial resources. Expenditures include current operating expenses
requiring the present or future use of net current assets, debt service and capital outlays, intergovernmental
grants, entitlements, and shared revenues.

Fiscal Year (FY): A 12-month accounting period which differs from the calendar year. For the Town of
Portola Valley, the fiscal year runs July 1 through the following June 30. During the fiscal year, revenues are
realized, obligations are incurred, encumbrances are made, and appropriations are expended.

Fixed/Capital Assets: Long-lived tangible assets (over the value of $5,000) obtained or controlled as a
result of past transactions, events, or circumstances. Fixed/capital assets include buildings, equipment, and
Improvements other than buildings and land. In the private sector, these assets are referred to most often as
property, plant, and equipment. The terms fixed assets and capital assets are used interchangeably
throughout the budget.

Full-Time Equivalent (FTE): This represents the budgeted number of full-time equivalent staffing. A full-time
equivalent position is equal to 2,080 hours a year (40 hours per week times 52 weeks).

Fund: A fiscal and accounting entity with a self-balancing set of accounts in which cash and other financial
resources, all related liabilities and residual equities, or balances, and changes therein, are recorded and
segregated to carry on specific activities or attain certain objectives in accordance with special regulations,
restrictions, or limitations.

Fund Balance: The resources remaining from prior years that are available to be budgeted in the current
year. It is also the difference between fund assets and fund liabilities remaining at year-end. For budgetary
purposes, Fund Balance represents the sum of over-realized or unanticipated revenues and unspent
appropriations or reserves at the end of each fiscal year.

General Fund: The major County operating fund used to account for all financial sources and uses, except
those required to be accounted for in another fund.

Graphical Information System (GIS): A technological field that incorporates geographical features with
tabular data in order to map, analyze, and assess real-world problems.




Housing Endowment and Regional Trust of San Mateo County Joint Powers Authority (HEART JPA):
A housing trust fund for San Mateo County

Joint Powers Authority (JPA): An entity whereby two or more public authorities (e.g., a city and county
government or a utility district and a transportation district) can operate collectively, share a common power
and implement shared programs or services.

Maintenance of Effort (MOE): A statutory obligation to provide a minimum amount of funding or other effort
toward a specific program area or budget.

National Pollutant Discharge Elimination System (NPDES): The Clean Water Act prohibits anybody from
discharging "pollutants" through a "point source" into a "water of the United States" unless they have an
NPDES permit. The permit will contain limits on what you can discharge, monitoring and reporting
requirements, and other provisions to ensure that the discharge does not hurt water quality or people's
health. In essence, the permit translates general requirements of the Clean Water Act into specific provisions
tailored to the operations of each person discharging pollutants.

One Bay Area Grant (OBAG2): A program that distributes funds from the Metropolitan Transportation
Commission and the Federal Highway Administration to local jurisdictions.

Other Post-Employee Benefits (OPEB): Non-pension benefits provided to employees after their retirement.

Proposition 172 (Public Safety Augmentation Fund): Common name for the half-cent Public Safety Sales
Tax authorized by the voters in 1993; this revenue source provides funding for criminal justice and public
safety expenditures.

Recommended Budget: The Recommended Budget is submitted for approval by the Town Manager to the
Town Council in June of each year. Public hearings are held on the budget in June prior to the beginning of
the new fiscal year on July 1. The Recommended Budget may include reductions to meet budget targets or
address revenue changes, as well as specific additional funding for proposed projects, activities, or
purchases.

Reserves: Those portions of fund balance that are not appropriated for expenditure or legally segregated for
a specific purpose. Reserves are not appropriated for designated expenditures and require Council approval
to be transferred into appropriations such as Salaries and Benefits, Services and Supplies, or Fixed Assets.

Revenue: Source of income to an operation from any funding source other than Fund Balance.

Road Maintenance and Rehabilitation Program (RMRA): A 2017 State fund to support deferred
maintenance on local roads and streets.

Right of Way (ROW): Land owned by the Town used for various purposes, including; roads, trails or those
properties adjacent to roads.

Salaries and Benefits: An object level of expenditure reflecting the County’s compensation costs for
employees. Salaries includes all types of cost attributable to personnel services of full-time, part-time,
temporary, and extra-help employees, including overtime, vacation pay, sick leave pay, and various types of
premium pay. Benefits include the County’s share of the costs for health, dental, life insurance, retirement,
social security, and workers’ compensation.

Special Funds: Funds used to account for proceeds from specific revenue sources that are legally restricted
as to how the revenues may be spent.
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Strong_Motion Instrumentation Program (SMIP Fee): A fee charged by the Town to support the acquisition
of earthquake data.

Total Requirements: Reflects all expenditure appropriations, Intrafund Transfers, and Reserves.
Total Sources: Reflects all revenues and Fund Balance utilized to finance expenditure needs.

Use of Money and Property: Revenue account that contains funds received from interest, rent payments, or
proceeds from the sale of property.

Utility Users' Tax (UUT): A town tax on the consumption of utilities such as; Telephone, Water, and
Garbage.

Vehicle License Fee (VLF): A State fee on vehicle registration.

Woodside Fire Protection District (WFPD): The Special District, with its own governance structure, that
provides fire services for Portola Valley.

Useful Resources on Local Finance

Understanding_the Basics of Municipal Revenues in California: Cities, Counties and Special Districts —
Institute for Local Government

A Primer on California City Revenues, Part One: Revenue Basics — Western City Magazine, 2016

765 Portola Road

www.portolavalley.net



What are reserves?
Reserves are resources set aside to provide a buffer against risk.

Does the Town have multiple general fund assignments for reserves?

Yes. In addition to unassigned, the Town assigns funds, based on accounting or policy, to the following
needs: Unfunded Pension Liabilities, Equipment Replacement, Capital Replacement/Emergency, Legal
Contingency, and Unfunded Retiree Medical Other Post-Employee Benefits.

What is fund balance?
Fund Balance is the net position of government funds calculated with generally accepted accounting
principles (GAAP), calculated on a budgetary basis.

Does the Town have a minimum fund balance policy for the General Fund?

Yes. The Government Finance Officers’ Association (GFOA) recommends that a minimum General Fund
reserve of 5% to 15% of operating revenues or one to two months of operating expenditures (8-17%) be
maintained. In a 2007 survey performed by the GFOA, most of the participating cities had a minimum or
target between 10% and 30%.

As a small town with the historical precedence and risk of local natural disasters (landslides, earthquake,
wildfires) and less diversified tax base, it is fiscally prudent for Portola Valley to maintain a minimum
unreserved and spendable fund balance within the general fund at a higher level. It is therefore
recommended that the Town maintain a minimum of 60% of its annual budgeted operating expenditures
within the General Fund’s unrestricted fund balance.

See section General Fund Minimum Fund Balance Policy

What is the General Fund?
The General Fund is the repository of those moneys that can be used in an unrestricted fashion.

How are the terms “reserves” and “fund balance” used when included in the annual budget process?
The Town utilizes a balanced budget model, which means that if either sources (revenues) or requirements
(expenditures) do not equal each other, fund balance is appropriated on the sources side of the ledger, and
reserves are allocated on the requirement side of the ledger.

What is an operating transfer?
An operating transfer is the movement of funds, as needed, to support either revenue or expenditure needs
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