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HISTORIC SCHOOLHOUSE- 765 PORTOLA RD. — PORTOLA VALLEY, CA

REMOTE MEETING ADVISORY: On March 1, 2023, all committees in Portola Valley will return to conducting in-
person meetings. A Zoom link will be provided for members of the public to participate remotely; however, the Town
cannot guarantee there will be no technical issues with the software during the meeting. For best public participation
results, attending the meeting in-person is advised.

ASSISTANCE FOR PEOPLE WITH DISABILITIES

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the Town Clerk at (650) 851-1700 or by email at towncenter@portolavalley.net. Notification 48 hours
prior to the meeting will enable the Town to make reasonable arrangements to ensure accessibility to this meeting.

VIRTUAL PARTICIPATION VIA ZOOM

To access the meeting by computer:
https://lus06web.zoom.us/j/85054061598 ?pwd=tfqjKvzXb3zexkltrqza6QUqfbK41P.1

Webinar ID: 850 5406 1598
Passcode: 428046

To access the meeting by phone:
1-669-900-6833 or 1-888-788-0099 (toll-free)

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

1. CALL TO ORDER & ROLL CALL

2. ORAL COMMUNICATIONS FOR ITEMS NOT ON THE AGENDA
Speakers' time is limited to three minutes.

3. ANNOUNCEMENTS AND PRESENTATIONS

4. APPROVAL OF MINUTES
a. Minutes of October 15, 2024 meeting

5. NEW BUSINESS

a. Discussion of FY20-21 Management Discussion & Analysis (MDA) and
Memorandum of Internal Control (MOIC)
b. Town financial status update

6. OTHER BUSINESS
7. ADJOURNMENT This meeting body meets on an as-needed basis.

Land Acknowledgement:

The Town of Portola Valley acknowledges the colonial history of this land we dwell upon—the unceded territory of
the Ramaytush (rah-my-toosh) Ohlone, Tamien Nation, and Muwekma (mah-WEK-mah) Ohlone, who endured a
human and cultural genocide that included removal from their lands and their sacred relationship to the land. Portola
Valley recognizes that we profit from the commodification of land seized from indigenous peoples and now bear the
ecological consequences. We seek to understand the impact of these legacies on all beings and to find ways to make
repair.
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Finance and Audit Committee Meeting Minutes — 10-15-24

Attendees:

George Savage — Chair

Stephen Cassani, Member and Acting Secretary
Bill Urban, Member

Ken Lavine, Member

Michele Take, Member

Mark Waissar, Member

Chris Rittler, Member

Tony McFarlane, Finance Director

Oral Communications not on Agenda: No Comments

Announcements and Presentations: None

Approval of Minutes: The Minutes from the October 1, 2024 were approved.
New Business:

George Savage began by mentioning that our fiscal crisis is the result of Revenue
increasing by 37% over the 5-year period through this fiscal year, but total spending
increasing by 52% over the same period. This implies a 6.5% CAGR for revenue, but 8.8%
for expenses, and this seemingly small 2.3% difference, compounded over time, has
resulted in the large deficit we currently face.

George also proposed that the Town consider reimbursing the General Fund for the
consulting and legal expenses incurred relating to the housing element process, using
cash from the Inclusionary Housing fund. Given that the housing element goal is to provide
more housing, including affordable housing, this would be an appropriate use of the
Inclusionary Housing Fund. This could help bridge the Town until a longer-term solution,
such as a ballot initiative to generate additional tax revenue, can take place.

Tony McFarlane, Finance Director then gave an overview. The situation has not changed
materially since our last meeting, as he reviews the numbers for the next Council meeting
on 10/23. He stressed that proposed expenditures could still change.

Tony shared the fiscal forecast spreadsheet. Some highlights include that current

projections show that the General Fund balance which at at year-end ‘24/25 of $694K,
would go negative in ’28-29.
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‘24/25 Reset Revenues are projected to be $7.3 mm due in part to an increase in property
estimated property tax revenue from Coren & Cone.

The estimated $7.8 million in total expenses includes Salaries of $2.3 million that may
increase as the Town recruits a new Town Manager, Town Clerk and Engineer. The cost of
Benefits will also change as the Salary level changes.

Initially, ‘24/25 budget assumed 20 FTEs but the Reset assumes 18, with 4 or 5 vacant
positions. The ‘25/26 budget will likely assume 15 FTEs. Going forward, the budget
assumes annual growth rates of 3% for salaries and 7% for benefits (next year there is an
11% increase in healthcare premiums).

Tony thought that Supplies and Services can see an additional $300K in reductions. There
was some discussion about how the S&S line item is quite large and that it would be
helpful to provide more granularity to the residents regarding what is included in this
bucket.

Going forward, both Krisch and Company and our audit fees will be reduced by about
$100K from current.

We will be deferring $900K of capital projects.

Legal fees have increased dramatically in recent years due to the housing element
process, hitting $434K in ‘23/24. These will decline meaningfully going forward. Similarly,
Consultants relating to the housing element which were $83Kin ‘20/21, peaked at $423K in
‘23/24, for a total of $1.2 million over that time span.

The Sheriff contract was also discussed, with the cost increasing from $1.5 million
in’22/23, to $1.9 million in ‘24/25 and $2.1 million in ‘25/26 (including COP funds). This
includes a credit from the County for the current year. The Sheriff contract has cost the
Town $6 million in total cost from ‘20/21 through ‘23/24, with $5.3 million of that charged
to the General Fund. $400K or ARPA funds was used in ‘23/24 which masked the impact to
the costincrease.

We either need to negotiate another credit or reduce service level going forward unless we
decide we can pay more.

Bill Urban - Proposed a joint meeting with FC and Town Council given the urgency of the
fiscal situation and the need to make decisions. We have only until 12/6 to get something
on the ballot if that’s the route we decide to take, leaving little time for further discussion.

George discussed how a temporary UUT diversion from Open Space to the General Fund is

the most realistic incremental funding option given the challenges to increasing other
taxes. If our longer-term goal is a transfer tax, the reimbursement of Housing Element
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process expenses using Inclusionary Housing Fund cash potentially provides a viable
bridge. There was general consensus among the Committee for this approach.

General discussion among the committee ensued with various members mentioning that a
balanced budget, with no new revenue sources, that forces the Town to make decisions on
priorities, should be a requirement. Need to move quickly so that we can make decisions
for ourselves, rather than have the county or state determine our future. Then we can ramp
up services over time when the budget/revenue allow.

Another comment was that UUT can potentially be charged on internet service, something
we don’t currently do. Such a change would only require a 50% plus 1 vote.

If we do implement a transfer tax in 2027, the Town Council can reduce the UUT down to
zero if the Transfer tax provides sufficient funding. This could provide additional incentive
for residents to approve the transfer tax.

We also discussed how passing the 2/3 threshold for a parcel tax or other tax would be a
challenge and perhaps unlikely. Members expressed that shifting the 2% UUT from Open
Space to General Fund is the most likely to be approved. If a parceltaxis pursued, the
likelihood of its passage could be enhanced by requiring that the proceeds must be used
only for public safety.

There was also discussion about how a balanced budget will not build back the reserve
balance, and that an annual surplus would be required. Some members expressed that
reserves should be minimal, thus requiring more discipline with respect to the budget
process and expenses. For example, if we did not have such a large GF 3 years ago, we
would have had to solve our fiscal challenges well before now. There seemed to be
consensus that the current 60% of expenses reserve level is much too high, and that a
range with a floor or approximately 20% would be more appropriate and would address the
discipline, or moral hazard, issue described above.

Craig Taylor shared that what council is looking for is a short-term fix (which he defined as
5 years) to bridge to a structural longer-term fix. He asked that the Finance Committee
prepare a summary of options, with pros and cons, that we can share with the Town
Councilin advance of a joint meeting between the Finance Committee and Town Council.

Public comment included both support for and against new taxes, support for meaningful,
but not excessive reserves, and support for use of the Inclusionary Housing funds to
reimburse for Housing Element consulting and legal costs. There was also support
expressed for a balanced budget without assuming new revenue sources, particularly
given the difficulty of asking residents for a tax increase when our financial reporting is so
delinquent. Another resident asked if a fund-raising campaign should be considered,
similar to the PV Schools Foundation annual campaign.
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Other comments related to Alpine Inn taxes and potential to raise the rent for the parking
spaces they lease from the Town.

Mayor Sarah Wernikoff shared that over the past few FC meetings, in addition to Council
member Craig Taylor attending in person, she and at least one other Council member have
also joined the meetings. They are therefore familiar with the topics discussed.

Finally, the members discussed the logistics and details around preparing the summary of
options and pros/cons that would be shared with the Town Council. George Savage, Chris
Rittler and Stephen Cassani volunteered to prepare the summary. The Goalis to get
something to Tony McFarlane by Thursday so that it can be shared with the
Council/Community in time for the next Council meeting. The joint meeting can either take
place as part of a regularly scheduled meeting, or a special session.

Options may include the following:

B Prepare a balanced budget with no new revenue sources, indicating which services
are prioritized

B Utilize Inclusionary Housing funds to reimburse the General Fund for past and
future Housing Element-related costs

B Ballot measure to allow for the 2% of UUT that currently goes to Open Space to go
instead to the General Fund

B ParcelTax

B Charter Town to allow a transfer tax

B No new tax sources should be pursued, rather expenses should be reduced to
match revenue going forward.

B Consider whether PV should cease being an incorporated town

B Potential for a community fund raising effort

Tony will be making recommendations to the Council, based on the FC input, but will
include other options as well, and may not include 100% of our recommendations or
consensus positions.

During the meeting, committee member Mark Waissar walked through a presentation he

prepared to provide more visibility into our tax base, revenue relative to other cities/towns

in San Mateo county, and other observations and recommendations. He stressed that the

FC’s primary role is to review and recommend the annual budget. [The presentation is

attached], but a few key takeaways include:

B We should use the lower (i.e., more conservative) Levy letter property tax revenue

projection for the budget, rather than the Coren and Cone estimate which was
recently revised upward.
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B Supplies and Services is a large line item, and he encourages Town Council and
residents to review the detail, which Tony can provide

B PVreceives substantially less in Property Taxes per resident than Woodside, but
that may be due to when the allocations were set relative to Prop-13.

B |t’s unlikely that PV would be successfulin arguing for a larger share of our total
property taxes from the County.

Other Business: Given the late hour, the Chair decided to adjourn and move any other
discussion to the next meeting.

Adjournment: Meeting was adjourned at approximately 6:30pm.
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INDEPENDENT AUDITOR’S REPORT

To the Honorable Members of the Town Council
Town of Portola Valley, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Town of Portola Valley, California (Town) as of and
for the year ended June 30, 2021, and the related notes to the financial statements, which collectively
comprise the Town’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 the 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 about 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 Town’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 Town’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, cach major fund, and the aggregate remaining
fund information of the Town as of June 30, 2021, 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.

Accountancy Corporation 1 925.228.2800
3478 Buskirk Avenue, Sulte 217 F maze@mazeassoclates.com
Pleasant Hill, CA 94523 1 w mazeassociatesp%@b 11 of 119



Change in Accounting Principles

Management adopted the provisions of Governmental Accounting Standards Board Statement No. 84 —
Fiduciary Activities, which became effective during the year ended June 30, 2021 and established the new
fund type, Custodial Funds, and eliminated the fund type of Agency Funds as discussed in Note 5 to the
financial statements.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis and other required supplementary information as listed in the Table of Contents be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Govemmental 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 Town’s basic financial statements. The Supplementary Information listed in the Table of
Contents is presented for purposes of additional analysis and is not required parts of the basic financial
statements.

The Supplementary Information is the responsibility of management and was derived from and relates
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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 15, 2024
on our consideration of the Town’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 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 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 Town’s internal control over
financial reporting and compliance.

Pleasant Hill, California
April 15, 2024
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Fiscal Year Ended June 30, 2021

This section of the Town of Portola Valley’s annual Financial Report provides a narrative
overview of the Town’s financial activities for the fiscal year ended June 30, 2021. We
encourage readers to consider the information presented here in conjunction with the
accompanying financial statements

FINANCIAL HIGHLIGHTS:

« The Town’s Net Position, an indicator of its overall financial state, increased by
$430,363 to $46.8 million

« Total revenues increased by $587,978 to $7.22 million and total expenses increased
by $90,742 to $6.79 million

e General Fund revenues increased by $553,699 to $5.87 million and expenditures
increased by $1.46 million to $6.55 million

e The General Fund unrestricted fund balance decreased by $684,292 to $5.14 million

Government-Wide Financial Statement Highlights:

Net Position - The assets and deferred outflows of resources of the Town exceeded its
liabilities and deferred inflows of resources at fiscal year ending June 30, 2021, by $46.83
million, up 0.93% from prior year. Of this amount, $3.90 million was reported as
“unrestricted net position” and may be used to meet ongoing obligations.

Changes in Net Position — The Town’s total net position increased by $430,363 in fiscal
year 2020-21. Net position of governmental activities increased by 0.93 percent, which
is due in large part to an increase in cash and investments by $445,399 and deferred
outflow of resources.

The Town has taken active steps to reduce the GASB 75 Other Post-Employment
Benefits (OPEB) liability by establishing a trust account through the California Employers’
Benefit Trust CalPERS (CERBT), a Section 115 trust maintained by the California Public
Employees’ Retirement System (CalPERS). The Town Council approved and authorized
the trust agreement on August 12, 2020.

The total liabilities and deferred inflows or resources decreased 13.64% to $3.67 million,
primarily due to decreased customer deposits by $263 thousand and OPEB obligation by
$965 thousand dollars.

OVERVIEW OF THE FINANCIAL STATEMENTS:

This discussion and analysis serves as an introduction to the Town’s basic financial state-
ments that are comprised of three components:

1. Government-Wide Financial Statements - Provides both short-term and long-term
information about the Town’s overall financial status.

2. Fund Financial Statements - Focuses on individual parts of the Town'’s financial in-

formation — reporting these operations in more detail than the government-wide fi-
nancial statements.
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Town of Portola Valley - Financial Statements for FYE 6/30/21
Management’s Discussion and Analysis
Page ii of xi

o The governmental funds statements and the agency funds statements tell how
basic services such as operations, administration, and restricted funds were fi-
nanced in the short-term as well as what remains for future spending.

3. Notes to Basic Financial Statements — Provides explanation of the information con-
tained in the basic financial statements.

The basic financial statements also include notes that explain some of the information in the

statements and provide more detailed data analysis. Figure A-1 shows how the various parts
of this annual report are arranged and relate to one another.

Figure A-1
Organization of the Town of Portola Valley’s Financial Report

Management Discussion and Analysis

Basic Financial Statements

Government-wide Fund Financial
Statements Statements

Notes to the
Financial
Statements

Required
Supplementary
Information

Government-Wide Financial Statements:

The government-wide financial statements present the financial picture of the Town and
provide readers with a broad view of the Town’s finances. The current year’s revenues and
expenses are considered, regardless of when cash is received or paid.

The first of the government-wide statements is the Statement of Net Position. The

Statement of Net Position reports the difference between the Town'’s total assets and total
liabilities and includes all the Town’s capital assets and all its long-term debt.
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Town of Portola Valley - Financial Statements for FYE 6/30/21
Management’s Discussion and Analysis
Page iii of xi

Although the Statement of Net Position reports a total net position of $46.8 million, the
Town has restrictions over the use of these funds. The investment in land, buildings, and
equipment (capital assets, net of related debt) is necessary for the successful operation
of the Town. Governmental laws segregate funds and place restrictions on spending. This
should be considered when reviewing the report.

The second of the government-wide financial statements is the Statement of Activities.
This statement shows the result of operations that caused net position to change from the
prior year to the amount reported on the Statement of Net Position as of June 30, 2021.
This change in net position is important because it tells the financial statement user
whether the financial position has improved or diminished for the Town. The causes of
this change may be the result of many factors. To assess the Town’s overall health,
consideration should be given to additional non-financial factors such as building and land
improvements, governmental mandates and staffing levels.

The Statement of Activities classifies expenses by functional area. The report also shows
corresponding charges for services and restricted grants for each function that help
support the expenses. The resulting Net Revenue/(Expenses) and Changes in Net
Position for OPEB, Pension, Fund Balance, Capital and other assets shows the remaining
expenses not supported by charges for services and restricted grants. General revenues
are then applied to the remaining expenses resulting in the total change in net position.

Fund Financial Statements:

The fund financial statements provide detailed information about the Town’s major funds,
defined as funds having significant activities and balances in the current year. Non-major
funds are combined in a single column, referenced in the Supplemental section of this
report.

Funds are accounting devices used to keep track of specific sources of funding and spend-
ing on particular programs. These are not reflective of the Town as a whole. It is important
to note that:
e Some funds are required to be established by State law.
e The Town establishes other funds to help it control and manage money for specific
purposes or to show that it is meeting legal responsibilities for using certain taxes,
grants and other money.

The fund financial statements include statements for governmental funds only. These are
considered major funds and include:

e The General Fund — Most of the Town’s basic services and financial resources are
contained in this fund.

e Open Space Restricted Fund — This fund accounts for monies accrued from
special voter-approved utility tax. It is used to support services for open space
within the Town.

¢ Inclusionary-in-Lieu Fund — This fund accounts for fees that can only be used for
affordable housing.

e Measure A Fund — This fund accounts for sales revenue that is restricted for the
improvement of local transportation and road maintenance services.
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Town of Portola Valley - Financial Statements for FYE 6/30/21
Management’s Discussion and Analysis
Page iv of xi

The governmental funds statements provide a detailed short-term view that helps
determine whether there are more or fewer financial resources that can be spent in the
future to finance the Town’s programs. Because the focus of governmental funds is
narrower than that of the government-wide financial statements, it is useful to compare
the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. Reconciliations are
provided for both the governmental funds Balance Sheet and Statement of Revenues,
Expenditures, and Changes in fund balances to facilitate this comparison.

Fund Financial Statement Highlights:

Governmental Funds — As of the close of fiscal year 2020-21, the Town’s governmental
funds reported a combined ending fund balance of $17.89 million. This is a $658 thousand
increased from the prior year, which is primarily the result of an increase in cash and
investments.

The total combined balance for governmental funds as of June 30, 2021, $17.89 million,
is classified into four categories of fund balance (nonspendable, restricted, assigned, and
unassigned) to provide the reader of these financial statements with a better
understanding of the City’s available resources as well as its plans to ensure fiscal stability
in the near term. A detailed explanation of these categories can be found in Note 5 to the
financial statements. Of the total, $0.13 thousand is categorized as “nonspendable”,
$12.84 million is “restricted”, $3.15 million is “assigned” and the remaining $1.90 million
is “unrestricted”.

The Town’s largest and most active government fund is the General Fund which
decreased in fiscal year 2020-21 by $684 thousand compared to prior year. General
Fund revenues, transfers-in, and extraordinary gains totaled $5.87 million and
expenditures/transfers out totaled $6.55 million. This increase is due to the transfers out
to capital project fund of $512,379 and overall increases in cost to carry out the
maintenance and operations of the Town. General Fund revenues and expenditures for
the reporting period will be discussed in more detail later in the MD&A.

With the implementation of GASB-54 in 2011, the usefulness of fund balance information
has been enhanced by providing clearer fund balance classifications that can be more
consistently applied and by clarifying the existing governmental fund type definitions. In
the case of the Town’s statements, fund balances within the General Fund that were
formerly classified as “designated” by the Council are now reclassified as “assigned” fund
balances. In the case of the Town'’s loan receivable, these have now been reclassified as
“non-spendable” fund balance.

Notes to Basic Financial Statements:

The notes provide additional information that is essential for a full understanding of the data
provided in the government-wide and fund financial statements.

Required Supplementary Information:

In addition to the basic financial statements, this report also presents certain Required
Supplementary Information including the Town’s budgetary comparison schedules for the
General, Open Space Restricted, Inclusionary-in-Lieu and Road Impact Fee funds.
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Town of Portola Valley - Financial Statements for FYE 6/30/21
Management’s Discussion and Analysis
Page v of xi

Other Supplementary Information:

Supplementary schedules concerning balance sheets and changes in fund balances for
all other funds are presented immediately following the Required Supplementary
Information. Financial activity related to the Town’s agency funds (maintenance districts)
is also presented separately in this section.

GOVERNMENT-WIDE FINANCIAL ANALYSIS:

Statement of Net Position:

The Town'’s net position has remained stable as of June 30, 2021 compared to prior year,
increased by 0.93% from $46.4 million to $46.8 million. The following are major components
of the Town'’s net position:

Portola Vailey Town’s Net Position
Governmental Activities
2020-21 2019-20 Variance Percent
Other Assets S 19902656 S 19069120 S 833,536 437%
Capital Assets, net 30,078,648 31,066,316 {0B7,668) -3.18%
Total Assets 49,951,304 50,135,436 (154,132) 031%
Deferred Outflows of Resources 521,285 517,118 4,167 0.81%
Current Liabilities 2,008,154 1832497 S 175,657 9.59%
Noncurrent Liabilities 1481241 2211160 {729,919) -33.0%
Total Liabilities 3,489,395 4,043,657 (554,262) -13.71%
Deferred Inflows of Resources 184 294 210360 {26,066) -12.4%
Net Investients in Capital Assets 30,078,648 31,066,316 (987,668) -3.18%
Nonspendable 12,528 - 12,528
Restricted 12,836,376 11,311,160 1,525,216 13.48%
Unrestricted 3,901,348 4,021 061 {119,713) -2.98%
Total Net Position S 46828900 S 46398537 S 430,363 0.93%

The Town’s net position of $46.8 million consists of $30.1 million net investment in capital
assets, $12.5 thousand dollars is nonspendable, $12.8 million in restricted net assets, and
$3.9 million in unrestricted assets. Restricted net assets are restricted by State law,
municipal code and contractual obligation to be utilized for public works, safety and open
space. Unrestricted assets are not restricted by law; however, $3.1 million of these funds
remain assigned by the Town for special programs.

The decrease in Long-Term Liabilities is primarily due to decreases of $965,433 in OPEB
obligation. OPEB liabilities should decline as the Town begins to fund the CalPERS OPEB
trust.

The Town uses capital assets to provide services to the Town’s populace; consequently,
these assets are not available for future spending.
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Statement of Activities:

The Town'’s total overall revenues for FY 2021 increased by $587,978 (or 8.87%) from the
prior year. The expenses increased by $90,741 (or 1.36%), which included adjustments for
capital depreciation of $1,031,932 and adjustments to OPEB and pension liabilities totaling
$991,399. These are offset by an increase in Fund Balance of $657,879. Taken together
these adjustments result in a small increase in the Town’s Net Position of $430,363 (or
0.93%).

Portola Valtey Changes in Net Position
Governmental Activities
2020-21 2019-20 Variance Percent
Revenues:
Program Revenues:
Charges for Services S 1075416 S 784651 S 290,765 37.06%
Operating Grants and Contributions 693,402 625,232 68,170 10.90%
Capital Grants & contributions 3,552 5,570 (2,018) -36.23%
General Revenue:
Property Taxes 3,027,545 3,158,836 (131,291) -4.16%
Agency Revenues 916,929 449,377 467,552 104.04%
Franchise Fess 215,894 246,226 {30,332) -12.32%
Utility User Tax 1,110,440 939,261 171,179 18.22%
Investment Earnings 153,992 407,168 253,176) -62.18%
Miscellaneous 20,061 12932 7,129 55.13%
Total Revenues 7,217,231 6,629,253 587,978 8.87%
Expenses:
General Government 3,131,169 3,841,246 (710,077) -18.49%
Public Safety 1,504,622 1,244 971 259,651 20.86%
Public Works 1,498,825 706,700 792,125 112.09%
Parks and Recreation 122,790 283,571 {160,781) -56.70%
Town center Fadilities 529,462 619,639 (90,177) -14.55%
Total Expenses 6,786,868 6,696,127 90,741 1.36%
Changes in Net Position 430,363 (66,874) 497,237 -743.54%
Net Position - Beginning of the Year 46,398,537 46,465,411 (66,874) 0.14%
Net Position - End of the Year 5 46828900 S 46,398,537 S 430,363 0.93%
2020-21 2019-20 Variance Percent
Change in OPEB Liability $ (965433) $ (137,576) $(827,857)  601.75%
Change in Pension Liability 193,434 166,166 27,268 16.41%
Change in Fund Balance 657,879 1,214,744 (576,865) -47.49%
Change in Capital Assets (987,668) (967,156) 120,512 2.12%
Change in Other Assets 833,536 (10,720) 844,156 7,874.59%
Net Position - Beginning 46,398,537 46,465,411 1,933,126 4.35%
Net Position - Ending $ 46,828,900 $46,398,537 $ 430,363 0.93%
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Governmental Revenue by Source

Operating Grants
and Contributions
10%

Charges for
Services
15%

Govemmental Expense by Activity

Town Center Facility
8%

Parks and Recareation
2%

Public Safety
22%

Observations for 2021:

The most significant variances in revenue occurred in Grants and Contributions, Agency
Revenues, Charges for Services, Franchise Fees and Investment Earnings.
e Grants and Contributions increased by 10.90% due to increase in contribution to the
Open Space Fund, Public Safety COPS grant of $167,436, various grants totaling
$60,283 for special projects.
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Agency Revenues increased by 104.04% due to the increase in allocation of
Measure W Half-Cent Sales Tax proceeds of $126,871 for road improvements, and
Measure M of $9,773.

Charges for Services increased by 37.06% primarily due to increase in services,
including Town Planning Fees, Building Permits, Plan Check Fees, Inspection Fees,
and Class Fees.

Franchise Fees decreased by 12.32% as budgeted revenues from California Water
Service Company of $45,000 and Comcast of $25,000, actual revenues received
were less than anticipated.

Investment earnings decreased by 62.18% due to the Town'’s investment in Schwab
securities coupled with less returns (lower interest rates) than in prior fiscal year and
also on funds invested in the Local Agency Investment Fund (LAIF).

The most significant variances in expenditures occurred in Public Safety, and Public Works.

General Government decreased by 18.49% primarily due to staff turnover created
some vacancies in the department.

Parks and Recreation decreased by 56.70% due to the continuation of Covid-19
lockdown, which resulted in lower expenditures for Class Instructors and Parks &
Field Maintenance.

Public Works (which includes Capital Improvement Projects-CIP) increased by
111.66% due to the allocation of change in capital assets, which is annual
depreciation expense net any new capital purchases or CIP projects completed
during the fiscal year. There were capital purchases and CIP projects totaling
$732,136 in FY 2018-19, none in FY 2019-20 and FY 2020-21 totaling $192,511,
resulting in a significant year-over-year change. Expenditures for Public Works and
CIP actually increased by $789,125 in FY 2020-21.

FUND FINANCIAL STATEMENT ANALYSIS

As the Town completed the year, its governmental funds (General Fund, Open Space Re-
stricted Fund, Inclusionary-in-Lieu Fund, Measure A Fund, and Other Governmental Funds)
reported combined fund balances of $17.9 million, an increase of $657,879 from last year’s
ending fund balances of $17.2 million. The increase is attributable to revenues in excess
of expenditures. Revenues for the year totaled $7.2 million, while expenditures including
transfers out were $7.1 million.

Positive
June 30, June 30, (Negative)

Governmental Fund Balances 2021 2020 Change
General Fund S 5,140,878 S 5825170 5 (684,292)
Open Space 7277792 6,871,193 406,599
Inchusionary In-Lieu 3,762,726 3,728,930 33,79
Measure A 703,451 386,608 316,843
Other Governunental Funds 1,009,655 424727 584 933
TOTAL S 17,894,502 S5 17,236,623 S 657,879
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The following assigned fund balances, totaling $3.1 million, can be used for their specific
purposes within the General Fund; however, these funds can be reassigned at the Coun-
cil's discretion. These assignments are consistent with prior years:

e Assigned for unfunded pension reserve $712,486
e Assigned for OPEB 834,871
e Assigned for emergency capital reserve 1,400,000
e Assigned for equipment replacement 100,000
e Assigned for legal contingency 100,000

The General Fund had unassigned fund balance of $2.0 million at fiscal year-end. The
remaining $12.8 million in restricted funds can only be used for projects within the in-
tended purpose of the funds.

Additional detail on specific fund balances can be found in the notes to the financial state-
ments.

Fund Budgetary Highlights:

The General Fund for FY 2020-21 actual revenues were over budget by $170,005. Even
with the Covid-19 pandemic lockdown which took effect March 16, 2020 revenues were still
more in comparison to prior fiscal year by $553,699 or 10.42%. Some of the increases in
revenue sources include property taxes of $107,416, sales tax of $147,280, charges for
services of $344,827 and a decrease in franchise fee of ($245,101) when compared to prior
fiscal year. There were also items appropriated but not realized during FY 2020-21. Measure
A Fund actual revenues was $315,960 and increased fund balance to $702,568 or 81.7%.
The Open Space revenues decreased by ($33,519) from the prior fiscal year. Gas Tax Fund
actual revenues for fiscal year 2020-21 of $205,949, an increase of $23,173. The Library
Fund has a surplus and an agreement was reached with the Library to reimburse the Town
for maintenance and janitorial services on a pay-as-go basis once the surplus is exhausted.
Measure M is a reimbursement program based on completed road related eligible expend-
itures. The unrealized Measure M revenue was due to no completed CIP projects in FY 20-
21.

The General Fund expenditures were over than budgeted amount by $555,219. The Gen-
eral Government actual expenditures was over than budget by $944,673.while Parks & Rec-
reation, Town center Facilities, Public Safety, Public Works and Capital Improvement Pro-
gram stayed within the their respective approved budget. At the end of fiscal year 2020-21,
however, expenditures including transfers exceeded revenues resulting in an operating def-
icit of $684,292 and reducing the fund balance to $5.14 million. The actual expenditures for
Open Space was $406,599 under the budgeted amount by $75,761. The Library Fund ex-
penditure’s budgeted amount of $94,550 while expenditures was $37,240 under the ap-
proved budget. Measure M, Public Safety, Gas Tax and Capital Improvement Program well
stayed under their respective approved budget during the fiscal year 2020-21.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets:

As of the end of fiscal year 2021, the Town had invested $30.1 million (net of depreciation)
in a broad range of capital assets including buildings, land and technology upgrades. The
Town’s gross capital assets decreased by $987,668, which was entirely due to depreciation
expense for the year. Depreciation expense is allocated to the fund and category in which
the capital asset has been recorded. Most of the decrease can be credited to construction
in progress, buildings and improvement assets.

Additional information on the Town’s capital assets can be found in Note 3.

Town of Portola Valley - Capital Assets
(Net of Accumulated Depreciation)
Governmental Activities
2020-21 2019-20 Variance FPercent

Land ) 6,690,959 S 6,690959 S -
Land mprovement 1,757,163 1,840,346 (83,183) -4 .52%
Construction in progress 16,406 564,653 {548,247) -97.09%
Budings and improvement 14 595,013 15,291 752 (396,769} -2.59%
Equipment 162 216 125612 36,597 29.153%
Infrastructure 6,356,691 6,552,957 3934 0.06%

Total S 30,075648 S 31066316 S (957,668} S -3.15%

Long-Term Debt:

The Town’s long-term liabilities is made up of three components: Net Pension Liability of
$1,029,705 Net OPEB obligations of $292,006, and compensated balances (unpaid
vacation leave) of $159,530. No new debt was incurred during the fiscal year.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET:

The Town'’s financial outlook remains sound despite the difficulties brought on by the
novel coronavirus and the ensuing public health emergency and economic crisis. Property
values remain high and, at 56 percent of total General Fund revenue, remain a reliable
resource to support City operations. While other revenue sources, including licenses and
permits, and investment and other revenues, have seen dramatic declines due to the
pandemic, the swift but painful action taken by the Council to align service levels with
structural resources allows the Town to maintain very strong levels of reserves and can
look toward restoration of services in future periods as supporting resources return.
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Staff will continue to monitor the long-term budget situation, both locally and at the State
level, to keep the Town Council informed of critical economic events that may impact the
sustainability of the Town’s spending plan. Further, staff will continue to be proactive in
developing plans to promote economic development in the Town, aggressively pursue
grant funding for significant infrastructure improvements, and continually assess the
Town’s operations and service delivery models to achieve efficiencies where possible.

While in an enviable financial position considering the ongoing economic uncertainty, the
Town must continue to focus its efforts on priority fiscal initiatives such as adequate
funding of infrastructure, careful comprehensive planning, and optimization of business
and residential development opportunities. Further, as new long-term needs are
identified, the appropriate resources to meet those needs must also be identified. And
finally, the Town must maintain financial flexibility to ensure it is able to continue to quickly
respond changes in the economy and major revenue sources as evidenced by the current
uncertain and unprecedented situation.

The factors that most significantly impact the Town and its budget are driven by property
values, building activity, and labor costs. The local real estate market and housing demand
in the region remained steady. These two factors directly impact property taxes, which are
the Town'’s largest revenue source.

The Town entered into an agreement with CalPERS in December 2020 for OPEB trust
services. Future obligations should decline as the Town begins to fund the CalPERS
OPEB trust.

The Town is also evaluating the impact of GASB 87, issued during June 2017. The
pronouncement seeks to increase the usefulness of governments’ financial statements
by requiring the recognition of certain lease assets and liabilities for leases that previously
were classified as operating leases and recognized as inflows of resources or outflows of
resources based on the payment provision in the contract. It establishes a single model
for lease accounting based on the foundational principle that leases are financing of the
right to use an underlying asset. Under this pronouncement, a lessee is required to
recognize a lease liability and an intangible right-to-use lease asset, and a lessor is
required to recognize a lease receivable and a deferred inflow of resources, thereby
enhancing the relevance and consistency of information about governments’ leasing
activities. This pronouncement is effective for fiscal years beginning after December 15,
2019. Staff anticipates that the impact should be negligible given the Town'’s current lease
agreements.

CONTACTING THE TOWN'’S FINANCIAL MANAGEMENT:

This financial report is designed to provide our citizens, taxpayers, customers, investors,
and creditors with a general overview of the Town’s finances and to show the Town'’s
accountability for the money it receives. If you have questions about this report or would like
additional financial information, please contact the Finance Director at the Town of Portola
Valley, 765 Portola Road, Portola Valley, California 94028.
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TOWN OF PORTOLA VALLEY

STATEMENT OF NET POSITION
AND STATEMENT OF ACTIVITIES

The purpose of the Statement of Net Position and the Statement of Activities is to summarize the Town’s
entire financial activities and financial position. They are prepared on the same basis as is used by most
businesses, which means they include all the Town’s assets, liabilities and deferred inflows/outflows, as
well as all its revenues and expenses. This is known as the full accrual basis—the effect of all the Town’s
transactions is taken into account, regardless of whether or when cash changes hands, but all material
internal transactions between Town funds have been eliminated.

The Statement of Net Position reports the difference between the Town’s total assets and deferred
outflows of resources, if any; and the Town’s total liabilities and deferred inflows of resources, if any,
including all the Town’s capital assets and all its long-term debt.

The Statement of Net Position summarizes the financial position of all of the Town’s Governmental
Activities in a single column.

The Town’s Governmental Activities include the activities of its General Fund along with all its Special
Revenue Funds and Capital Projects Funds.

The Statement of Activities reports increases and decreases in the Town’s net position. It is also prepared
on the full accrual basis, which means it includes all the Town’s revenues and all its expenses, regardless
of when cash changes hands. This differs from the “modified accrual” basis used in the Fund financial
statements, which reflect only current assets, current liabilities, available revenues and measurable
expenditures.

The Statement of Activities presents the Town’s expenses first, listed by program. Program revenues—
that is, revenues which are generated directly by these programs—are then deducted from program
expenses to arrive at the net expense of each governmental program. The Town’s general revenues are
then listed in the Governmental Activities column and the Change in Net Position is computed and
reconciled with the Statement of Net Position.
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TOWN OF PORTOLA VALLEY
STATEMENT OF NET POSITION

JUNE 30, 2021
Governmental
Activities
ASSETS
Cash and investments (Note 2) $18,514,853
Restricted cash (Note 2) 941,452
Accounts and interest receivable 433,823
Loans receivable (Note 5) 12,528
Capital assets, net (Note 3)
Nondepreciable 6,707,365
Depreciable, net of accumulated depreciation 23,371,283
Total Assets 49,981,304
DEFERRED OUTFLOWS OF RESOURCES
Related to pensions (Note 6) 521,285
LIABILITIES
Current liabilities:
Accounts payable 1,067,752
Refundable customer deposits 940,402
Non-current liabilities:
Accrued compensated absences (Note 1G) 159,530
Net Pension Liability (Note 6) 1,029,705
Net OPEB obligation (Note 7) 292,006
Total Liabilities 3,489,395
DEFERRED INFLOWS OF RESOURCES
Related to pensions (Note 6) 184,294
NET POSITION (Note 5)
Net investment in capital assets 30,078,648
Nonspendable 12,528
Restricted for:
Special Revenue Projects 12,455,647
Capital Projects 380,729
Unrestricted 3,901,348
Total Net Position $46,828,900

See accompanying notes to financial statements
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TOWN OF PORTOLA VALLEY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2021

Program Revenues

Charges Operating Capital Net
Operating for Grants and Grants and (Expense)
Functions/Programs Expenses Services Contributions  Contributions Revenue
Govemmental Activities:
General govemment $3,131,169 $1,067,100 $61,883 $3,552 ($1,998,634)
Parks and recreation 122,790 8,316 (114,474)
Town center facilities 529,462 (529,462)
Public safety 1,504,622 183,525 (1,321,097)
Public works 1,498,825 447,994 (1,050,831)
Total governmental activities $6,786,868 $1,075,416 $693,402 $3,552 (5,014,498)
General Revenues:
PrOPEILY taX TEVEIIUCS. ... e ettt ettt ettt ettt et ettt e e et e e n e e aeaneaneanenneaneaneaneeneaneenes 3,027,545
Other governmental ZENCIES TEVEIUECS. ... ... .ueureeentenenteeeneeteneeeneneenentrnenteeeeneenenneneneenenaanenennns 916,929
S0 V0 0) 0§ L L=< J 215,894
L0581 0TS g - 1,110,440
INVEStMENt CAIMINES. . ... eteetitit ittt ettt ettt ettt e e e a e enenenen 153,992
MiSCEIIANEOUS TEVEIIUC. .. .. v vteeteeent e eneeeeneeten et en et eaeneaneneneeneneaneneananenseneneenennesenennenennanenens 20,061
Total general revenues 5,444,861
Change in net position 430,363
Net Position, beginning of year 46,398,537
Net Position, end of year $46,828,900

See accompanying notes to financial statements
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TOWN OF PORTOLA VALLEY

FUND FINANCIAL STATEMENTS

The Fund Financial Statements present only individual major funds, while non-major funds are combined
in a single column. Major funds are defined generally as having significant activities or balances in the
current year.

The funds described below were determined to be Major Funds by the Town in fiscal year 2021.
Individual non-major funds may be found in the Supplemental section.

GENERAL FUND
Accounts for all financial resources except those required to be accounted for in another fund.
OPEN SPACE RESTRICTED

Accounts for monies accrued from a special 2% utility tax approved by the voters in 1997, 2001, 2005,
2009, 2013 (Measure Q), 2018 (Measure T) and from private donations. Restricted for acquisition and
support of open space within the Town. Private donations are generally in the form of tax-deductible
checks or appreciated securities.

INCLUSIONARY-IN-LIEU

Accounts for the subdivision developer’s fee, payable by fee or land that can only be used for affordable
housing.

MEASURE A
Accounts for the half-cent County sales tax revenue restricted for the improvement of local transportation,

including streets and roads for the recovery of road repair costs from building permit applicants due to
road wear and tear from construction vehicles.

21 Page 31 of 119



ASSETS

Cash and investments (Note 2)

Restricted cash - customer deposits (Note 2)
Accounts and interest receivable

Due from other funds (Note 4)

Loans receivable

Total Assets

LIABILITIES
Accounts payable
Refundable deposits
Due to other funds (Note 4)

Total Liabilities
FUND BALANCES (Note 5)
Nonspendable
Restricted
Assigned
Unassigned

Total Fund Balances

Total Liabilities and Fund Balances

See accompanying notes to financial statements

TOWN OF PORTOLA VALLEY
GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2021

Open Space Inclusionary
General Restricted In-Lieu
$5,512,121 $7,277,797 $3,760,730
941,452
411,727 3,864 1,996
81,738
12,528
$6,959,566 $7,281,661 $3,762,726
$878,286 $3,869
940,402
1,818,688 3,869
12,528
7,277,792 $3,762,726
3,147,357
1,980,993
5,140,878 7,277,792 3,762,726
$6,959,566 $7,281,661 $3,762,726
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Other Total
Govemmental Govermmental

Measure A Funds Funds
$703,077 $1,261,128 $18,514,853
941,452
374 15,862 433,823
81,738
12,528
$703,451 $1,276,990 $19,984,394
$185,597 $1,067,752
940,402
81,738 81,738
267,335 2,089,892
12,528
$703,451 1,092,407 12,836,376
3,147,357
(82,752) 1,898,241
703,451 1,009,655 17,894,502
$703,451 $1,276,990 $19,984,394

23

Page 33 of 119



TOWN OF PORTOLA VALLEY
RECONCILIATION OF THE
GOVERNMENTAL FUNDS BALANCE SHEET
TO THE
STATEMENT OF NET POSITION
JUNE 30, 2021

Fund Balances - Total Governmental Funds $17,894,502

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

Capital assets used in governmental activities
are not financial resources and therefore are
not reported in the funds:

Governmental capital assets $41,440,654
Less: accumulated depreciation (11,362,006) 30,078,648

Retirement contributions and changes in net pension
liability subsequent to the measurement date are not
recognized on the Fund Balance Sheets and taken
into the Statement of Net Position:

Deferred outflows of resources - pension 521,285
Deferred inflows of resources - pension (184,294)

Long-term liabilities are not due
and payable in the current period
and therefore are not reported in the funds

Collective net pension liability (1,029,705)

Net OPEB Liability (292,006)

Compensated absences (159,530)
Net Position of Governmental Activities $46,828,900

See accompanying notes to financial statements
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TOWN OF PORTOLA VALLEY
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2021

General Open Space Inclusionary
Fund Restricted In-Lieu
REVENUES
Taxes
Property taxes $3,266,252
Sales tax 338,389
Utility users tax 767,928 $342,512
Gas tax
Business license tax and other taxes 125,446
Total taxes 4,498,015 342,512
Agency revenues 3,379
Grants
Contributions 3,552
Franchise fees 427,962
Licenses and permits 258,002
Service charges and fees 632,806
Investment and other revenues 45,730 64,405 $33,796
Total Revenues 5,865,894 410,469 33,796
EXPENDITURES
General govemment 3,736,747
Parks and recreation 60,646
Town center facilities 39,529
Public safety 1,343,198
Public works 840,482
Capital improvement program 17,205 3,870
Total Expenditures 6,037,807 3,870
OTHER FINANCING SOURCES (USES)
Transfers in (Note 4)
Transfers (out) (Note 4) (512,379)
Total other financing sources (uses) (512,379)
NET CHANGE IN FUND BALANCES (684,292) 406,599 33,796
FUND BALANCES, BEGINNING OF YEAR 5,825,170 6,871,193 3,728,930
FUND BALANCES, END OF YEAR $5,140,878 $7,277,792 $3,762,726

See accompanying notes to financial statements
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Other Total
Govemmental Govemmental
Measure A Funds Funds
$3,266,252
$311,346 $142,957 792,692
1,110,440
204,217 204,217
125,446
311,346 347,174 5,499,047
9,773 13,152
227,719 227,719
1,000 4,552
427,962
258,002
632,806
5,497 4,563 153,991
316,843 590,229 7,217,231
3,736,747
60,646
57,310 96,839
153,675 1,496,873
135,254 975,736
171,436 192,511
517,675 6,559,352
512,379 512,379
(512,379)
512,379
316,843 584,933 657,879
386,608 424,722 17,236,623
$703,451 $1,009,655 $17,894,502

27 Page 37 of 119



TOWN OF PORTOLA VALLEY
RECONCILIATION OF THE
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN THE FUND BALANCE OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2021

Net Change in Fund Balances - Total Governmental Funds

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

Capital outlay is an expenditure in the government
funds financial statement, but the cost of those
assets is allocated over their estimated useful

lives as depreciation expense in the statement

of activities.
Capital outlay and other capitalized expenditures $44,264
Depreciation expense (1,031,932)

The amount below included in the Statement of
Activities does not provide or (require) the use
of current financial resources and therefore is
not reported as revenue or expenditures in
governmental funds (net change):

Pension expense

OPEB expense

Net change in compensated absences

Change in Net Position of Governmental Activities

See accompanying notes to financial statements
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$657,879

(987,668)

(163,201)
965,433

(42,080)
__ $430,363
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TOWN OF PORTOLA VALLEY

FIDUCIARY FUNDS

Fiduciary Funds are used to account for assets held by the Town as an agent for individuals, private
organizations, and other governments. The financial activities of these funds are excluded from the Entity
— wide financial statements, but are presented in separate Fiduciary Fund financial statements.
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TOWN OF PORTOLA VALLEY
FIDUCIARY FUNDS
STATEMENT OF NET POSITION
JUNE 30, 2021

ASSETS
Cash and investments (Note 2)
Accounts and interest receivable
Total Assets
LIABILITIES
Deposits and accrued liabilities
Total Liabilities
NET POSITION (Note 6)

Restricted for:
Maintenance Districts

Total Net Position

Custodial
Funds

$843,716
2,192

__ 5845908

$845,908

$845,908_

See accompanying notes to financial statements
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TOWN OF PORTOLA VALLEY
FIDUCIARY FUNDS
STATEMENT OF CHANGES IN NET POSITION
JUNE 30, 2021

Custodial
Funds
ADDITIONS
Fee Collection $140,380_
Total Additions $140,380_
DEDUCTIONS
Distributions to districts 133,307
Total Deductions 133,307
Net increase (decrease) in fiduciary net position
Net Position, beginning of the year, as restated (Note 5E) (7,073)

Net Postion, end of the year

See accompanying notes to financial statements
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESJ

The following is a summary of accounting policies of the Town:

A.

Reporting Entity

The Town of Portola Valley (the Town) was incorporated on July 14, 1964 under the laws of the
State of California. Portola Valley operates under a Council-Manager form of government. The
Town provides a full range of municipal services to its citizens including public safety, culture,
recreation, public improvements, planning and zoning, and general administrative support. These
financial statements present the financial status of the Town.

Basis of Presentation

The Town’s Basic Financial Statements are prepared in conformity with Generally Accepted
Accounting Principles (GAAP) as applied to governmental agencies. The Government Accounting
Standards Board (GASB) is the acknowledged standard setting body for establishing governmental
accounting and financial reporting principles.

These Statements require that the financial statements described below be presented.

Government-wide Statements: The Statement of Net Position and the Statement of Activities
display information about the primary government (the Town). These statements include the
financial activities of the overall Town government. Governmental activities generally are financed
through taxes, intergovernmental revenues, and other nonexchange transactions.

The Statement of Activities presents a comparison between direct expenses and program revenues
for each function of the Town’s governmental activities. Direct expenses are those that are
specifically associated with a program or function and, therefore, are clearly identifiable to a
particular function. Program revenues include (a) charges paid by the recipients of goods or
services offered by the programs, (b) grants and contributions that are restricted to meeting the
operational needs of a particular program and (c) fees, grants and contributions that are restricted to
financing the acquisition or construction of capital assets. Revenues that are not classified as
program revenues, including all taxes, are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about the Town's
funds. The emphasis of fund financial statements is on major individual governmental funds, each
of which is displayed in a separate column. All remaining governmental funds are aggregated and
reported as nonmajor funds.

Major Funds

The Town’s major governmental funds are presented separately in the fund financial statements.
All other funds, called non-major funds, are combined and reported in a single column, regardless
of their fund-type.

Major funds are defined as funds that have either assets, liabilities, revenues or
expenditures/expenses equal to ten percent of their fund-type total and five percent of the grand
total. The General Fund is always a major fund. The Town may also select other funds it believes
should be presented as major funds.
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)l

The Town reported the following major governmental funds in the accompanying financial
statements:

General Fund is the general operating fund of the Town. It is used to account for all financial
resources except those required to be accounted for in another fund.

Open Space Restricted Fund is a major fund of the Town. Through the years, residents and others
have raised funds to preserve some 100 acres of open space within the Town’s boundaries, Several
fund-raising committees have worked at various times to achieve this goal, culminating in today’s
Open Space Acquisition Fund (PVOSAF). This fund, overseen by the Town Council, is composed of
monies accrued from a special 2% utility tax approved by the voters in 1997 and from private
donations. Subsequent elections were re-authorizing the increase of the appropriations limits for 4
additional years. It can be used for the acquisition and support of open space within the Town.
Private donations are generally in the form of tax-deductible checks or appreciated securities.

Inclusionary-In-Lieu is used to account for the subdivision developer’s fee, payable by fee or land
that can only be used for affordable housing.

Measure A accounts for the half-cent County sales tax revenue restricted for the improvement of
local transportation, including streets and roads for the recovery of road repair costs from building
permit applicants due to road wear and tear from construction vehicles.

The Town also reports the following fund types:

Custodial Funds account for assets held by the Town in a purely custodial capacity. Since
custodial funds are custodial in nature, they do not involve measuring the results of operations and
are not presented in the government-wide financial statements. There are five custodial funds,
account for fees collected for the following maintenance districts: Cresent Road, Portola Valley
Ranch, Wayside Road I, Wayside Road II and Woodside Highlands Road.

D.  Basis of Accounting

The government-wide financial statements are reported using the economic resources measurement
focus and the full accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred, regardless of when the related cash flows take place.

Governmental funds financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are
recognized when measurable and available. The Town considers all revenues reported in the
governmental funds to be available if the revenues are collected within 45 to 60 days after year-end.
Expenditures are recorded when the related fund liability is incurred, except for principal and
interest on general long-term debt, claims and judgments, and compensated absences, which are
recognized as expenditures to the extent they have matured. Govemmental capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of governmental long-
term debt and acquisitions under capital leases are reported as other financing sources.

Those revenues susceptible to accrual are property tax, sales tax, utility user tax, interest revenue
and franchise fees. Fines, licenses and permits are not susceptible to accrual because they are not
measurable until received in cash.
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)l

Non-exchange transactions, in which the Town gives or receives value without directly receiving or
giving equal value in exchange, include taxes, grants, entitlements, and donations. On the accrual
basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied or
assessed. Revenue from grants, entitlements, and donations is recognized in the fiscal year in which
all eligibility requirements have been satisfied.

The Town may fund programs with a combination of cost-reimbursement grants and general
revenues. Thus, both restricted and unrestricted net position may be available to finance program
expenditures. The Town’s policy is to first apply restricted grant resources to such programs,
followed by general revenues if necessary.

Certain indirect costs are included in program expenses reported for individual functions and
activities.

E.  Property Taxes

County tax assessments include secured and unsecured property taxes. Unsecured taxes are taxes on
personal property. Tax assessments are secured by liens on the property being taxed. The County
makes annual adjustments as needed to current year revenues based on true-ups and prior year tax
roll corrections to special districts related to Tax Equity Allocations.

Revenue is recognized in the period for which the tax and assessment is levied. The County of
San Mateo levies, bills and collects property taxes for the Town. The County remits the entire
amount levied and handles all delinquencies, retaining interest and penalties.

Secured and unsecured property taxes are levied on January 1. Secured property tax is due in two
installments, on November 1 and February 1, and becomes a lien on those dates. It becomes
delinquent on December 10 and April 10, respectively. Unsecured property tax is due on August
31 and becomes delinquent on September 30.

F.  Implementation of Governmental Accounting Standards Board Statements
The Town has implemented the requirements of the following GASB Pronouncement:

GASB Statement No. 84 — In January 2017, the GASB issued Statement No. 84, Fiduciary
Activities. The objective of this Statement is to improve guidance regarding the identification of
fiduciary activities for accounting and financial reporting purposes and how those activities should
be reported. This Statement describes four fiduciary funds that should be reported, if applicable: (1)
pension (and other employee benefit) trust funds, (2) investment trust funds, (3) private-purpose
trust funds, and (4) custodial funds. Custodial funds generally should report fiduciary activities that
are not held in a trust or equivalent arrangement that meets specific criteria. The provisions of this
Statement were implemented during fiscal year 2021. See details in Note SE.
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)l

G.

Compensated Absences
Compensated absences represent the vested portion of accumulated vacation and compensation
time. Upon termination, 100% of vacation leave will be paid. The Town records a liability for

unpaid compensated absences.

The changes of the compensated absences are as follows:

Beginning balance $117,450
Additions 545,745
Payments (503,665)
Ending balance $159,530

Accumulated sick leave benefits are not recognized as liabilities of the Town. The Town’s policy is
to record sick leave as an operation expense in the period taken since such benefits do not vest nor
is payment probable.

For all governmental funds, amounts that have matured are recorded as fund liabilities; the long-
term portion is recorded in the Statement of Net Position.

Compensated absences are liquidated by the fund that has recorded the liability. The long-term
portion of governmental activities compensated absences is liquidated primarily by the General
Fund.

Deferred Compensation Plan

Town employees may defer a portion of their compensation under Town sponsored Deferred
Compensation Plans created in accordance with Internal Revenue Code Section 457. Under these
plans, participants are not taxed on the deferred portion of their compensation until distributed to
them; distributions may be made only at separation, retirement, death or in an emergency as defined
by the Plans.

The laws governing deferred compensation plan assets required them to be held by a Trust for the
exclusive benefit of plan participants and their beneficiaries. Since the assets held under these
plans are not the Town’s property and are not subject to the Town control, they have been excluded
from these financial statements.

Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial statements and reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

|NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)l

J.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position or balance sheet 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 or fund balance that applies to a
future period(s) and so will not be recognized as an outflow of resources (expense/expenditure)
until then.

In addition to liabilities, the statement of net position or 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 or fund balance that applies
to a future period(s) and so will not be recognized as an inflow of resources (revenue) until that
time.

Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The Town
categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The fair value hierarchy categorizes the inputs to valuation
techniques used to measure fair value into three levels based on the extent to which inputs used in
measuring fair value are observable in the market.

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities.

Level 2 inputs are inputs — other than quoted prices included within level 1 — that are
observable for an asset or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for an asset or liability.
If the fair value of an asset or liability is measured using inputs from more than one level of the fair

value hierarchy, the measurement is considered to be based on the lowest priority level input that is
significant to the entire measurement.
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 2 - CASH AND INVESTMENTS l

The Town maintains a cash and investment pool for all funds consistent with the Town’s investment
policy and relevant governmental code.

A.

Policies

The California Government Code requires California banks and savings and loan associations to
secure the Town’s cash deposits by pledging securities as collateral. This Code states that collateral
pledged in this manner shall have the effect of perfecting a security interest in such collateral
superior to those of a general creditor. Thus, collateral for cash deposits is considered to be held in
the Town’s name.

California Law requires banks and savings and loan institutions to pledge government securities
with a market value of 110% of the Town’s cash on deposit or first trust deed mortgage notes with a
market value of 150% of the Town’s total cash deposits, as collateral for these deposits. The Town
may waive collateral requirements for cash deposits, which are fully insured up to $250,000 by the
Federal Deposit Insurance Corporation. The Town, however, has not waived the collateralization
requirements. Under California Law this collateral is held in a separate investment pool by another
institution in the Town’s name and places the Town ahead of general creditors of the institution.

The Town follows the practice of pooling cash and investments of all funds, except for funds
required to be held by fiscal agents under the provisions of bond indentures. Interest income earned
on pooled cash investments is allocated on an accounting period basis to the various funds based on
the period-end cash and investment balances. Interest income from cash and investments with fiscal
agent is credited directly to the related fund.

The Town’s investments are carried at fair value, as required by the gelnerally accepted accounting
principles. The Town adjusts the carrying value of its investments to reflect their fair value at each
fiscal year end, and it includes the effects of these adjustments in income for that fiscal year.
Classification

Cash and investments are classified in the financial statements as follows:

Statement of Net Position:

Cash and investments $18,514,853
Restricted cash and investments 941,452
Cash and investments of the Town 19,456,305
Cash and investments in Agency Funds 843,716
Total cash and investments $20,300,021
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 2 - CASH AND INVESTMENTS (Continued) I

C.

Investments Authorized by the California Government Code and the Town’s Investment Policy

The Town’s Investment Policy and the California Government Code allow the Town to invest in
the following, provided the credit ratings of the issuers are acceptable to the Town; and approved
percentages and maturities are not exceeded.

Maximum Maximum
Maximum Percentage Investment In

Authorized Investment Type Maturity of Portfolio One Issuer

California Local Agency Investment Fund N/A None $75 million
U.S. Treasury Obligations 5 years None None
US Government Agency Bonds N/A None None
Joint Powers Authority Pool N/A None None
County Pooled Investment Funds N/A None None
Negotiable Certificates of Deposits 5 years 30% None
Money Market and Mutual funds * Upon Demand None None

* For Funds investing over 80% of assets in either:

1) short to medium term corporate bonds holding an average credit not to exceed 30% of surplus funds,
of rating of “A” or better

2) short to medium term Federal Agency or U.S. Government sponsored enterprise obligations.

The Town does not enter into any repurchase or reverse repurchase agreements.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Normally, the longer the maturity of an investment, the greater the sensitivity of

its fair value to changes in market interest rates will be.

Information on the fair values of the Town’s cash and investments at June 30, 2021, is provided by
the following table:

12 Months or
Investment Type less Total
California Local Agency Investment Fund $12,402,411 $12,402,411
Money Market Mutual Funds 4,774,806 4,774,806
Total Investments $17,177,217_ 17,177,217
Cash in Bank 3,121,304
Cash on Hand 1,500
Total Cash 3,122,804
Total cash and investments $20,300,021

39 Page 49 of 119




TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 2 - CASH AND INVESTMENTS (Continued) I

The Town is a 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. The Town reports its investment in LAIF at the fair value amount provided by LAIF.
The balance is available for withdrawal on demand, and is based on the accounting records
maintained by LAIF, which are recorded on an amortized cost basis. Included in LAIF’s investment
portfolio are collateralized mortgage obligation, mortgage-backed securities, other asset-backed
securities, loans to certain state funds, and floating rate securities issued by federal agencies,
government-sponsored enterprises, Untied States Treasury Notes and Bills, and corporations. At
June 30, 2021, these investments matured in an average of 291 days.

Money market mutual funds are available for withdrawal on demand and at June 30, 2021, had an
average maturity date of 30 days.

E. Credit Risk

Credit Risk is the risk that an issuer 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 (where applicable) the California
Government Code, the City’s investment policy, and actual ratings as of June 30, 2021 for each
investment type as provided by Moody’s investment type rating system (as date of the purchase):

Investment Type AAM/AAA Not Rated Total
California Local Agency Investment Fund $12,402,411 $12,402,411
Money Market Mutual Funds $4,774,806 4,774,806
Total Investments $4,774,806 $12,402,411 $17,177,217

F.  Fair Value Hierarchy

The Town categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure fair value of the assets.

The California Local Agency Investment Fund is reported at amortized cost, and is not subject to the
fair value reporting requirements. Fair value is defined as the quoted market value on the last trading
day of the period. These prices are obtained from various pricing sources by our custodian bank.

G. Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the Town’s deposits may not be able
to recover the value of its investments or collateral securities that are in possession of an outside party.
Significant investments in the securities of any individual issuers, other than U.S. Treasury securities
or mutual funds would be subjected to this risk. As of June 30, 2021, no investments were subjected
to custodial credit risk on the entity-wide level.
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 3 - CAPITAL ASSETS l

The Town defines capital assets as assets with an initial cost generally of $5,000 or more and an estimated
useful life in excess of two years except for land which is always capitalized and buildings, land
improvements and infrastructure which have a $25,000 capitalization threshold.

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is not
available. Contributed capital assets are valued at their estimated fair market value on the date
contributed.

The Town is required to record all its public domain (infrastructure) capital assets. The Town has elected
to prospectively record its infrastructure placed into service beginning in fiscal year 2004, including
roads, curbs and gutters, streets, trails, paths and drainage systems.

All capital assets with limited useful lives are depreciated over their estimated useful lives. The purpose
of depreciation is to spread the cost of capital assets equitably among all users over the life of these assets.
The amount charged to depreciation expense each year represents that year’s pro rata share of the cost of
capital assets.

Depreciation is provided using the straight line method which means the cost of the asset is divided by its
expected useful life in years and the result is charged to expense each year until the asset is fully
depreciated. The Town has assigned the useful lives listed below to capital assets:

Asset Class Useful Lives
Infrastructure 50 years
Buildings 50 years
Buildings and Improvements 20 years
Equipment 5 - 20 years

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase is reflected in the capitalized value of the asset constructed, net of
interest earned on the invested proceeds over the same period.
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 3 - CAPITAL ASSETS (Continued)l

A.  Capital Assets

Capital assets activities during the fiscal year ended June 30, 2021 was as follows:

Balance Transfers & Balance
June 30, 2020 Additions Adjustment June 30, 2021
Governmental Activities
Capital assets not being depreciated:
Land $6,690,959 $6,690,959
Construction in Progress 564,653 $16,407 (8564,654) 16,406
Total capital assets not being depreciated 7,255,612 16,407 (564,654) 6,707,365
Capital assets being depreciated:
Infrastructure 10,769,254 527,023 11,296,277
Land improvements 3,070,430 3,070,430
Buildings and improvements 19,838,406 19,838,406
Equipment 462,688 65,488 528,176
Total capital assets being depreciated 34,140,778 65,488 527,023 34,733,289
Less accumulated depreciation for:
Infrastructure (4,216,297) (523,089) (4,739,386)
Land improvements (1,230,084) (83,183) (1,313,267)
Buildings and improvements (4,546,624) (396,769) (4,943,393)
Equipment (337,069) (28,891) (365,960)
Total accumulated depreciation (10,330,074) (1,031,932) (11,362,006)
Total depreciable assets, net 23,810,704 (966,444) 527,023 23,371,283
Capital assets, net $31,066,316 ($950,037) ($37,631) $30,078,648

B.  Depreciation Allocation

Depreciation expense is charged to functions and programs based on their usage of the related
assets. The amounts allocated to each function or program is as follows:

Governmental Activities
General Govemment
Parks and Recreation
Town Center Facilities
Public Safety
Public Works

Total Govemmental Activities

42

$6,327
62,144
432,623
7,749
523,089
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 4 - INTERFUND TRANSACTIONSJ

A.

Interfund Transfers

With Council approval, resources may be transferred from one Town fund to another, Interfund
transfers for the year of June 30, 2021, were as follows:

Transfers in Transfers Out Total
Non-Major Governmental Funds General Fund $512,379

Current Interfund Balances
43

Current interfund balances arise in the normal course of business and are expected to be repaid
shortly after the end of the fiscal year. As of June 30, 2021 interfund balances were as follows:

Due From Other fund Due To Other Fund Total

General Fund Non-Major Governmental Funds $81,738

NOTE 5 - NET POSITION AND FUND BALAN CESJ

A

Net Position

Net Position is measured on the full accrual basis and is the excess of all the Town’s assets and
deferred outflows of resources over all its liabilities, and deferred inflows of resources. Net
Position is divided into three captions which are determined only at the Government-wide level,
and are described below:

Net Investment in Capital Assets describes the portion of Net Position which is represented by the
current net book value of the Town’s capital assets, less the outstanding balance of any retention
payables.

Restricted describes the portion of Net Position which is restricted as to use by the terms and
conditions of agreements with outside parties, governmental regulations, laws, or other restrictions

which the Town cannot unilaterally alter.

Unrestricted describes the portion of Net Position which is not restricted to use.
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For the Year Ended June 30, 2021

NOTE 5 - NET POSITION AND FUND BALANCES (Continued) I

B.

Fund Balances

Govemmental fund balances represent the net current assets of each fund. Net current assets
generally represent a fund’s cash and receivables, less its liabilities.

The Town’s fund balances are classified in accordance with Governmental Accounting Standards
Board Statement Number 54 (GASB 54), Fund Balance Reporting and Governmental Fund Type
Definitions, which requires the Town to classify its fund balances based on spending constraints
imposed on the use of resources. For programs with multiple funding sources, the Town prioritizes
and expends funds in the following order: Restricted, Committed, Assigned, and Unassigned.

Each category in the following hierarchy is ranked according to the degree of spending constraint:

Nonspendable represents balances set aside to indicate items do not represent available,
spendable resources even though they are a component of assets. Assets not expected to be
converted to cash, such as prepaids and notes receivable are included. However, if proceeds
realized from the sale or collection of nonspendable assets are restricted, committed or
assigned, then nonspendable amounts are required to be presented as a component of the
applicable category.

Restricted fund balances have external restrictions imposed by creditors, grantors,
contributors, laws, regulations, or enabling legislation which requires the resources to be used
only for a specific purpose. Nonspendable amounts subject to restrictions are included along
with spendable resources.

Committed fund balances have constraints imposed by formal action of the Town Council
which may be altered only by formal action of the Town Council. Nonspendable amounts
subject to council commitments are included along with spendable resources.

Assigned fund balances are amounts constrained by the Town’s intent to be used for a
specific purpose, but are neither restricted nor committed. Intent is expressed by the Town
Council and may be changed at the discretion of the Town Council. This category includes
nonspendables, when it is the Town’s intent to use proceeds or collections for a specific
purpose; and residual fund balances, if any, of Special Revenue Funds which have not been
restricted or committed.

Unassigned fund balance represents residual amounts that have not been restricted,

committed, or assigned. This includes the residual General Fund balance and residual fund
deficits, if any, of other governmental funds.
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NOTE 5 - NET POSITION AND FUND BALANCES (Continued) I

Detailed classifications of the Town’s fund balances, as of June 30, 2021, are below:

Open Space Inclusionary
Restricted In-lieu Measure A Other
General Special Revenue Special Revenue Special Revenue Governmental
Fund Fund Fund Fund Funds Total
Fund balances:
Nonspendables:
Loans receivable $12,528 $12,528
Total nonspendable 12,528 12,528
Restricted for:
Open space acquisition $7,277,792 7,277,792
Public safety $939 939
Gas tax 216,602 216,602
Public safety COPS 149,258 149,258
Library fund 108,779 108,779
Park in-lieu 35,343 35,343
Grants 130,082 130,082
Capital projects 215,304 215,304
Inclusionary in-lieu $3,762,726 3,762,726
Measure A $703,451 703,451
Measure W 236,100 236,100
Total restricted 7,277,792 3,762,726 703,451 1,092,407 12,600,276
Assigned to:
Unfunded pension reserve 712,486 712,486
Equipment replacement 100,000 100,000
Capital replacement/repairs 1,400,000 1,400,000
OPEB 834,871 834,871
Legal contingency 100,000 100,000
Total assigned 3,147,357 3,147,357
Unassigned 1,980,993 (82,752) 1,898,241
Total fund balances $5,140,878 $7,277,792 $3,762,726 $703,451 $1,009,655 $17,658,402

C. General Fund Minimum Fund Balance Policy

Town is required to maintain a minimum of 60% of its annual budgeted operating expenditures
(excluding capital improvement expenditures) within the General Fund’s unrestricted fund balance.
This amount is to be calculated annually via the adopted budget for the next fiscal year. The
General Fund unrestricted fund at June 30, 2021 is as follows:

Fiscal 2020-21 Adopted Budget General Fund Operating Expenditures $5,663,113
Multiplied by 60%:

Required minimum unrestricted General Fund fund balance $3,397,868
General Fund unrestricted fund balance as of June 30, 2021 $5,128,350

45 Page 55 of 119



TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2021

NOTE 5 - NET POSITION AND FUND BALANCES (Continued) I

D.

Fund Balance Deficit

As of June 30, 2021, Measure M Special Revenue Fund had fund balance deficits of $82,752. The
fund deficits are expected to be eliminated by future revenues.

Restatement and Closure of Agency Funds:

The Town implemented the provisions of Governmental Accounting Standards Board Statement
No. 84 — Fiduciary Activities during the year ended June 30, 2021.

The activities of the former agency funds are now reported as custodial funds. As a result, the
beginning net position of the custodial funds was also restated and decreased by $5,347.

NOTE 6 - PENSION PLAN |

For purposes of measuring the net pension liability and deferred outflows/inflows of resources related to
pensions, and pension expense, information about the fiduciary net position of the Town’s California
Public Employees’ Retirement System (CalPERS) plans (Plans) and additions to/deductions from the
Plans’ fiduciary net position have been determined on the same basis as they are reported by CalPERS.
For the purpose, benefit payments (including refunds of employee contributions) are recognized when due
and payable in accordance with the benefit terms. Investments are reported at fair value.

A.

General Information about the Pension Plans

Plan Description — All qualified permanent and probationary employees are eligible to participate
in the Town’s separate Miscellaneous Employee Pension Rate Plans. The Town’s Miscellaneous
Rate Plan is part of the public agency cost-sharing multiple-employer defined benefit pension plan
(PERF C), which is administered by the California Public Employees’ Retirement System
(CalPERS). PERF C consists of a miscellaneous pool and a safety pool (also referred to as “risk
pools”), which are comprised of individual employer miscellaneous and safety rate plans,
respectively. Individual employers may sponsor more than one miscellaneous rate plan. The
employer participates in one cost-sharing multiple-employer defined benefit pension plan
regardless of the number of rate plans the employer sponsors. The Town sponsors two
miscellaneous rate plans. Benefit provisions under the Plan are established by State statute and
Town resolution. CalPERS issues publicly available reports that include a full description of the
pension plan regarding benefit provisions, assumptions and membership information that can be
found on the CalPERS website.

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, equal to one year of full time
employment. Members with five years of total service are eligible to retire at age 50 with statutorily
reduced benefits. All members are eligible for non-duty disability benefits after 10 years of service.
The death benefit is one of the following: the Basic Death Benefit, the 1957 Survivor Benefit, or the
Optional Settlement 2W Death Benefit. The cost of living adjustments for each plan are applied as
specified by the Public Employees’ Retirement Law.
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NOTE 6 - PENSION PLAN (Continued) |

The Plans’ provisions and benefits in effect at June 30, 2021, are summarized as follows:

Miscellaneous
Classic PEPRA
Hire date Prior to January 1, 2013 On or after January 1, 2013
Benefit Formula 2% 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- 67+ 52-67+
Monthly benefits, as a % of eligible compensation 1.426 - 2.418% 1.000 - 2.500%
Required employee contribution rates 6.908% 6.750%
Required employer contribution rates 10.484% 7.732%

Beginning in fiscal year 2016, CalPERS collects employer contributions for the Plan as a
percentage of payroll for the normal cost portion as noted in the rates above and as a dollar amount
for contributions toward the unfunded liability (UAL). The dollar amounts are billed on a monthly
basis. The City’s required contributions for the unfunded liability in the Miscellaneous Plan was
$80,250.

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 the Plan 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 Town is required to contribute the difference between the actuarially determined rate
and the contribution rate of employees.

For the year ended June 30, 2021, the Town’s contributions to the Plan were as follows:

Miscellaneous
Contributions - employer $232,527

Net Pension Liability

As of June 30, 2021, the Town reported a net pension liability for its proportionate share of the net
pension liability of the Plan as follows:

Proportionate Share
of Net Pension Liability
Miscellaneous $1,029,705
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NOTE 6 - PENSION PLAN (Continued) I

The Town’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, 2020, 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, 2019 rolled forward to June 30, 2020 using standard update
procedures. The Town’s proportion of the net pension liability was based on a projection of the
Town’s long-term share of contributions to the pension plan relative to the projected contributions
of all participating employers, actuarially determined. The Town’s proportionate share of the net
pension liability for the Plan as of June 30, 2019 and 2020 was as follows:

Miscellaneous
Proportion - June 30,2019 0.02088%
Proportion - June 30, 2020 0.02441%
Change - Increase (Decrease) 0.00353%

C.  Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions
For the year ended June 30, 2021, the Town recognized pension expense of $395,728. On June 30,
2021, the Town reported deferred outflows of resources and deferred inflows of resources related to

pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Pension contributions subsequent to measurement date $232,527
Differences between actual and expected experience 53,064
Changes of assumptions ($7,344)
Change in employer's proportion and differences between
the employer’s contributions and the employer’s
proportionate share of contributions (176,950)
Change in proportion 205,105
Net differences between projected and actual earnings
on plan investments 30,589
Total $521,285 ($184,294)

The $232,527 reported 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, 2022. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized as pension expense as follows:

Year Ended Annual
June 30 Amortization
2022 $42,695
2023 23,365
2024 23,732
2025 14,672
Total $104,464
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NOTE 6 - PENSION PLAN (Continued) I

Actuarial Assumptions — The total pension liabilities in the June 30, 2019 actuarial valuations were
determined using the following actuarial assumptions:

Valuation Date June 30, 2019
Measurement Date June 30, 2020
Actuarial Cost Method Entry-Age Normal Cost Method
Actuarial Assumptions:
Discount Rate 7.15%
Inflation 2.50%
Salary Increases €))
Investment Rate of Return 7.15% (2)
. Derived using CalPERS' membership data for all
Mortality funds (3)
Post Retirement Benefit Increase Contract COLA up to 2.5% until Purchasing Power
Protection Allowance Floor on Purchasing Power
applies

(1) Depending on age, service and type of employment.

(2) Net of pension plan investment expenses, including inflation.

(3) The mortality table used was developed based on CalPERS’ specific data. The table includes 15
years of mortality improvements using the 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.

The underlying mortality assumptions and all other actuarial assumptions used in the June 30, 2019
valuation were based on the results of a December 2017 actuarial experience study for the period
1997 to 2015. Further details of the Experience Study can be found on the CalPERS website.

Discount Rate — The discount rate used to measure the total pension liability for the Plan was
7.15%. The projection of cash flows used to determine the discount rate for the Plan assumed that
contributions from all plan members in the Public Employees Retirement Fund (PERF) will be
made at the current member contribution 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 benefits payments
of current plan members. Therefore, the long-term expected rate of return on plan investments was
applied to all periods of projected benefit payment 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 expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class.
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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 and forecasted information for 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 administration expenses.

The table below reflects the expected real rates of return by asset class.

Current Target Real Return Real Return

Asset Class (a) Allocation Years 1 - 10(b) Years 11+(c)
Global Equity 50.0% 4.80% 5.98%
Fixed Income 28.0% 1.00% 2.62%
Inflation Assets 0.0% 0.77% 1.81%
Private Equity 8.0% 6.30% 7.23%
Real Assets 13.0% 3.75% 4.93%
Liquidity 1.0% 0.00% -0.92%

Total 100%

(a) In the CalPERS Annual Comprehensive Financial Report, Fixed Income is included

in Global Debt Securities; Liquidity is included in Short-term Investments; Inflation Asset
are included in both Global Equity Securities and Gloal Debt Securities.

(b) An expected inflation of 2.0% is used this period.

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

Sensitivity of the Net Pension Liability to Changes in the Discount Rate — The following presents
the Town’s proportionate share of the net pension liability for the Plan, calculated using the
discount rate for the Plan, as well as what the Town’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:

Miscellaneous_
1% Decrease 6.15%
Net Pension Liability $2,141,083
Current Discount Rate 7.15%
Net Pension Liability $1,029,705
1% Increase 8.15%
Net Pension Liability (Asset) $111,408

Pension Plan Fiduciary Net Position — Detailed information about the pension plan’s fiduciary net
position is available in the separately issued CalPERS financial reports.
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NOTE 7 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) OBLIGATIONS l

A.

General Information about the Town’s OPEB Plan
Plan Description

The Town’s Post Employment Benefit Plan is a single-employer defined benefit OPEB plan.
Permanent employees who retire under the Town’s CalPERS retirement plan are, pursuant to their
respective collective bargaining agreements, eligible to have certain portion of their medical
insurance premiums paid by the Town. No assets are accumulated in a trust that meets the criteria
in paragraph 4 of Governmental Accounting Standards Board Statement No. 75.

The Town contracts with CalPERS for this insured-benefit plan established under the state Public
Employees’ Medical and Hospital Care Act (PEMHCA). The plan offers employees and retirees
three CalPERS’ self-funded options, setup as insurance risk pools, or offers various third-party
insured health plans. The plan’s medical benefits and premium rates are established by CalPERS
and the insurance providers. The Town contribution is established by Town resolution. Retirees
and active employees pay the difference between the premium rate and the Town’s contribution.
Premiums and Town contributions are based on the plan and coverage selected by actives and
retirees. A comprehensive annual financial report of CalPERS, inclusive of their benefit plans, is
available at www.calpers.ca.gov. Eligibility and the Town contributions toward month premiums
are as follows:

Benefits Provided

The following is a summary of Plan benefits by employee group as of June 30, 2021:

Eligibility
Minimum age before retirement 50
Minimum required years of service: 5

Health Benefit - Employer Contribution

Monthly Premiums
BlueShield HMO medical, pharmacy $143
Kaiser medical, pharmacy coverage $143
PERSChoice medical, pharmacy coverage $143

Employees Covered by Benefit Terms

Membership in the plan consisted of the following at the measurement date of June 30, 2021:

Active employees 15

Inactive employees or beneficiaries currently
receiving benefit payments 4
Total 19
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B.

Total OPEB Liability

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan
as understood by the employer and the plan members) and include the type of benefits provided at
the time of each valuation and the historical pattern of sharing benefit costs between the employer
and plan members to that point. The actuarial calculations of the OPEB plan reflect a long-term
perspective. Consistent with this perspective, actuarial valuations, after this initial year, will use
actuarial methods and assumptions that include techniques that are designed to reduce the effects of
short-term volatility in actuarial accrued liabilities and the actuarial value of assets. The ARC for
the plan was determined as part of the actuarial valuation using the following methods and

assumptions:

Valuation Date
Measurement Date
Actuarial Cost Method
Amortization Method
Actuarial Assumptions:
Discount Rate
Payroll Growth
Mortality Rate

Amortization Period

Pre-Retirement Turnover
Healthcare Trend Rates

Actuarial Assumptions

June 30, 2020

June 30, 2021

Entry Age Normal

Level Percentage of Payroll

4.57%

3.20%

Pub-2010 Public Retirement Plans Mortality Tables, with
mortality improvement projected for 10 years

20 years

Derived from data maintained by the U.S. Office of Personnel
Management regarding the most recent experience of the employee
group covered by the Federal Employees Retirement System

4.7% descending to 4.2% over 10 years

The discount rate was based on the long-term expected rate of return on OPEB plan investments.
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C. Changes in Total OPEB Liability

The end of the year net OPEB obligation is determined as follows:

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability
(a) (b) (a) - (b)
Balance at June 30, 2020 $1,257,439 $1,257,439
Changes Recognized for the Measurement Period:
Service cost 108,443 108,443
Interest on the total OPEB liability 29,294 29,294
Changes of benefit terms
Differences between expected and actual experience
Economic gains or losses (85,347) (85,347)
Changes of assumptions (451,120) (451,120)
Contributions from the employer $566,703 (566,703)
Benefit payments (6,768) (6,768)
Net changes (405,498) 559,935 (965,433)
Balance at June 30, 2021 (Measurement Date) $851,941 $559,935 $292,006

D.  Sensitivity of the Total OPEB Liability to Changes in the Discount Rate and Healthcare Cost
Trend Rates

The following presents the total OPEB liability of the Town, as well as what the Town's total OPEB

liability would be if it were calculated using a discount rate that is 1-percentage-point lower (3.569%)
or 1-percentage-point higher (5.569%) than the current discount rate:

Total OPEB Liability/(Asset)

Discount Rate -1% Discount Rate Discount Rate +1%
(3.569%) (4.569%) (5.569%)
$447,925 $292,006 $167,388

The following presents the total OPEB liability of the Town, as well as what the Town's total OPEB
liability would be if it were calculated using healthcare cost trend rates that are 1-percentage-point
lower or 1-percentage-point higher than the current healthcare cost trend rates of 4.7%, descending to
4.2% over 10 years:

Total OPEB Liability/(Asset)

Trend rate -1% Current Healthcare Cost Trend rate +1%
Trend Rates
$155,021 $292,006 $464,792
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NOTE 8 - RISK MANAGEMENT l

The Town participates in the following public entity risk pools; other risks are covered by commercial
insurance.

A.

Liability Coverage

The Town, along with 28 other Bay Area governments, is a member of the of the Pooled Liability
Assurance Network Joint Powers Authority (PLAN JPA), a joint powers insurance authority
consisting of 28 member cities in the San Francisco Bay Area, a public-entity risk pool. PLAN JPA
provides liability insurance coverage, claims management, risk management services and legal
defense to its participating members. PLAN JPA is governed by a Board of Directors, which is
comprised of officials appointed by each participating member. Premiums paid to PLAN JPA are
subject to a possible refund based on the results of actuarial studies and approval by PLAN JPA’s
Board of Directors. In the opinion of the Town management, premiums made represent the best
available estimate of the ultimate cost of the Town’s participation in PLAN JPA and, accordingly,
the accompanying basic financial statements of the Town include no provisions for possible refunds
or additional assessments. Actual refunds and assessments arising from retrospective premium
adjustments relating to prior loss years will be recorded in the Town’s basic financial statements in
the year they become known. During the fiscal year ended June 30, 2021, the Town contributed
$100,649 for current year coverage.

Prior to January 2018 the Town participated in ABAG Plan Corporation, a non-profit public benefit
corporation established to provide liability insurance coverage, claims and risk management, and
legal defense to its participating members. On January 16, 2018, ABAG Plan Corporation
transitioned to PLAN JPA.

Audited financial information for the JPA may be obtained from PLAN JPA at 1750 Creekside
Oaks Drive, Suite 200, Sacramento, CA 95833.

Workers Compensation Coverage

The State Compensation Insurance Fund covers workers compensation claims up to $200,000 for
each claim and has coverage above that limit to a maximum of $1,000,000. The Town has no
deductible for these claims. During the fiscal year ended June 30, 2021, the Town contributed
$29,873 for current year coverage.

Liability for Uninsured Claims

The Town has retained the risk for the deductible or uninsured portion of general liability claims.

The Town’s liability for uninsured claims at June 30, 2021 is believed by management to be de
minimis based on the absence of any asserted claims.
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A.

C/CAG

The Town participates in the City/County Association of Governments of San Mateo County
(C/CAG), which is governed by a board consisting of a representative from each member. The
board controls the operations of C/CAG, including selection of management and approval of
operating budgets, independent of any influence by each member beyond member representation on
the Board.

C/CAG was established under a 1990 Joint Exercise of Powers Agreement between the Town, San
Mateo County and a majority of cities within San Mateo County for the purpose of developing
State mandated plans such as an integrated waste management plan. The Town makes annual
nonrefundable contributions to C/CAG which are used along with other member contributions to
finance C/CAG operations. Audited financial statements may be obtained from the Town of San
Carlos, 666 Elm Street, San Carlos, California, 94070. The Town's payments to C/CAG during the
year totaled $15,099. The Town's share of year-end assets, liabilities, or fund equity has not been
calculated by C/CAG.

San Mateo County Free Library Systems

The Town is a participant with the County of San Mateo in the San Mateo County Free Library
System (the Library System), a joint powers agency created to provide extended library services to
the residents of the Town and the County. The Agency is governed by a 12-member board made up
of a representative from each participating City or Town. The Agency shall continue, uninterrupted,
until two thirds of the members vote to terminate the Agency. However, an individual member can
terminate its membership, at which the agreement shall terminate on June 30 of the following fiscal
year. Upon individual member termination, the member would not be entitled to the return of any
funds contributed to the Joint Powers Agency nor to the return in cash or in kind of any materials or
supplies contributed. Upon full termination of the Joint Powers Agency the member would receive
any surplus money on hand proportionate to its contribution to the Joint Powers Agency. However,
all property acquired by the Joint Powers Agency during the term of the agreement shall become
the property of the County Free Library System. The Library System’s financial statements can be
obtained by contacting the San Mateo Library System, 25 Tower Road, San Mateo, CA 94402.

NOTE 10 - COMMITMENTS AND CONTINGENT LIABILITIESJ

A

Outstanding Litigation

The Town is subject to litigation arising in the normal course of business. In the opinion of the
Town Attorney there is no pending litigation which is likely to have a material adverse effect on the
financial position of the Town. Litigation outstanding in prior years has been settled without
material cost to the Town.
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TOWN OF PORTOLA VALLEY
Pension Plan
Schedule of the Proportionate Share of the Net Pension Liability

Last 10 Fiscal Years*
Measurement Date 6/30/2014 6/30/2015 6/30/2016 6/30/2017 6/30/2018 6/30/2019 6/30/2020
Plan's proportion of the Net Pension Liability
(Asset) 0.03873% 0.00301% 0.01508% 0.01807% 0.01778% 0.00310% 0.00353%
Plan's proportion share of the Net Pension
Liability (Asset) $957,322 $82,489 $523,840 $712,486 $670,105 $836,271 $1,029,705
Plan's Covered Payroll $993,466 $1,071,540 $1,442,039 $1,522,511 $1,524,652 $1,550,930 $1,628,561
Plan's Proportionate Share of the Net Pension
Liability/(Asset) as a Percentage of its Covered
Payroll 96.36% 7.70% 36.33% 46.80% 43.95% 53.92% 63.23%
Plan's Fiduciary Net Position as a Percentage of
the Total Pension Liability 79.82% 78.40% 74.06% 73.31% 75.26% 75.26% 75.10%

Benefit changes. The figures above do not include any liability impact tat may have resulted from plan
changes which occurred after June 30. This applies for voluntary benefit changes as well as
any offers of Two Years Additional Service Credit (a.k.a Golden Handshakes).

Changes in assumptions. GASB 68, paragraph 68 states that the long-term expected rate of return

should be determined net of pension plan investment expense, but without reduction for pension plan
administrative expense. From 2018 to 2020, there were no changes. In 2017, the accounting discount rate
reduced from 7.65% to 7.15%. In 2015, amounts reported reflect an adjustment of the discount rate from
7.5% (net of administrative expense) to 7.65% (without a reduction for pension plan administrative expense).
In 2014, amounts reported are based on the 7.5% discount rate. All other assumptions for the June 30, 2014
measurement date were the same as those used for the June 30, 2015 and 2016 measurement dates.

* Fiscal year 2015 was the 1st year of implementation. Additional years will be displayed as they become available.
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TOWN OF PORTOLA VALLEY
Pension Plan

SCHEDULE OF CONTRIBUTIONS
Last 10 Fiscal Years*

Fiscal Year Ended June 30 6/30/2015 6/30/2016 6/30/2017 6/30/2018 6/30/2019 6/30/2020 6/30/2021
Actuarially determined contribution $111,313 $84,007 $116,123 $141,356 $153,312 $205,746 $232,527
Contributions in relation to the
actuarially

determined contributions (111,313) (84,007) (116,123) (141,356) (153,312) (205,746) (232,527)
Additional Contributions (907,699)
Contribution deficiency (excess) ($907,699) $0 $0 $0 $0 $0 $0
Covered payroll $993,466 $1,071,540 $1,442,039 $1,522,511 $1,524,652 $1,550,930 $1,628,561
Contributions as a percentage of covered
payroll 11.20% 7.84% 8.05% 9.28% 10.06% 13.27% 14.28%
Notes to Schedule
Valuation date 6/30/2012 6/30/2013 6/30/2014 6/30/2015 6/30/2016 6/30/2017 6/30/2018

Methods and assumptions used to determine contribution rates:

Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Inflation

Salary increase

Investment rate of return

Retirement age

Mortality

Entry Age

Level percentage of payroll

15 Years as of the Valuation Date
Market Value of Assets

2.50%

Varies by Entry Age and Service

7.50% for 2015 to 2018,
7.375% for 2019, 7.25% for 2020, and 7.00% for 2021,
net of pension plan investment expense, including inflation

The probabilities of Retirement are
are based on the CalPERS Experience Study

The probabilities of mortality are based on

CalPERS Experience Study. Pre-retirement and
post-retirement mortality rates include

20 years of projected mortality improvement

using Scale AA published by the Society of
Actuaries for 2015 to 2018. For 2019 to 2021,
pre-retirement and post-retirement mortality rates
include 15 years of projected mortality improvement
using 90% of Scale-MP-2016 published by the
Society of Actuaries.

* Fiscal year 2015 was the 1st year of implementation. Additional years will be displayed as they become available.
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TOWN OF PORTOLA VALLEY
OPEB Plan
SCHEDULE OF CHANGES IN THE
TOTAL OPEB LIABILITY AND RELATED RATIOS
Last 10 fiscal years*

Measurement Date 6/30/18 6/30/19 6/30/2020 6/30/21

Total OPEB Liability (1)

Service Cost $92,662 $92,662 $120,877 $108,443
Interest 35,711 29,825 29,294
Changes of benefit terms

Differences between expected and actual experience

Economic gains or losses (84,838) (62,829) (85,347)
Changes of assumptions 258,913 56,159 (451,120)
Contribution from employer (566,703)
Benefit payments (51,432) (6,456) (6,456) 0
Net change in total OPEB liability 41,230 295,992 137,576 (965,433)
Total OPEB liability - beginning 782,641 823,871 1,119,863 1,257,439
Total OPEB liability - ending (a) $823,871 $1,119,863 $1,257,439 $292,006
Covered-employee payroll $1,522,511 $1,524,652 $1,550,930 $1,628,561
Total OPEB liability as a percentage of covered-employee payroll 54.11% 73.45% 81.08% 17.93%
Notes to Schedule:

(1) No assets are accumulated in a trust that meets the criteria in paragraph 4 of
Govemmental Accounting Standards Board Statement No. 75.

* Fiscal year 2018 was the first year of implementation.
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TOWN OF PORTOLA VALLEY

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE

REVENUES
Taxes:
Property taxes
Sales tax
Business license tax and other taxes

Total Taxes

Franchise fees

Utility users tax

Agency revenues

Licenses and permits

Service charges and fees
Investment and other revenues

Total Revenues

EXPENDITURES
General government
Parks and recreation
Town center facilities
Public safety
Public works
Capital improvement program

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenses

OTHER FINANCING SOURCES (USES)

Transfers (out)

Total Other Financing Sources (Uses)

NET CHANGE IN FUND BALANCE

Fund balance at beginning of year

Fund balance at end of year

61

BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2021
Variance
Positive
Original Budget Final Budget Actual (Negative)

($3,269,350) $3,269,350 $3,266,252 ($3,098)
(215,000) 215,000 338,389 123,389
(125,000) 125,000 125,446 446
(3,609,350) 3,609,350 3,730,087 120,737
(362,795) 362,795 427,962 65,167
(732,890) 732,890 767,928 35,038
(3,625) 3,625 3,379 (246)
(256,141) 256,141 258,002 1,861
(610,932) 610,932 632,806 21,874
120,156 120,156 45,730 (74,426)
(5,455,577) 5,695,889 5,865,894 170,005
2,792,074 2,792,074 3,736,747 (944,673)
86,000 86,000 60,646 25,354
58,075 58,075 39,529 18,546
1,399,276 1,399,276 1,343,198 56,078
933,558 933,558 840,482 93,076
43,600 43,600 17,205 26,395
5,312,583 5,312,583 6,037,807 (725,224)
(10,768,160) 383,306 (171,913) (555,219)

(512,379) (512,379) (512,379)

(512,379) (512,379) (512,379)
($11,280,539) ($129,073) (684,292) (8555,219)

5,825,170

__ 55140878
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TOWN OF PORTOLA VALLEY
OPEN SPACE RESTRICTED SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2021

Variance
Original and Positive
Final Budget Actual (Negative)
REVENUES
Utility users tax $337,497 $342,512 $5,015
Contribution 1,000 3,552 2,552
Investment and other revenues 143,863 64,405 (79,458)
Total Revenues 482,360 410,469 (71,891)
EXPENDITURES
Capital improvement program 3,870 (3,870)
Total Expenditures 3,870 (3,870)
Excess (Deficiency) of Revenues
Over Expenses 482,360 406,599 75,761
Net change in fund balance $482,360 406,599 (875,761)
Fund balance at beginning of year 6,871,193
Fund balance at end of year $7,277,792

62

Page 72 of 119



TOWN OF PORTOLA VALLEY

MEASURE A SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2021

REVENUES

Sales tax
Investment and other revenues

Total Revenues
EXPENDITURES
Capital improvement program
Total Expenditures
Net change in fund balance
Fund balance at beginning of year

Fund balance at end of year

Variance
Original and Positive
Final Budget Actual (Negative)
$311,346 $311,346
5,497 5,497
316,843 316,843
316,843 $316,843
386,608
$703,451
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NOTE TO BUDGETARY SCHEDULESJ

The Town follows these procedures annually in establishing the budgetary data reflected in the financial

statements:

1.

The Town Manager submits a proposed budget to the Finance Committee for review and
approval.

The Town Manager then submits to the Town Council a recommended draft budget for the
fiscal year commencing the following July 1. The budget includes proposed expenditures
and the means of financing them.

The Town Council reviews the proposed budget at one of its regularly scheduled meetings
which is open to the public. The Council also conducts a public hearing on the proposed
budget to obtain comments from interested persons.

Prior to July 1, the budget is adopted through the passage of a resolution. All appropriations
lapse at year end.

From the effective date of the budget, which is adopted and controlled by the Town
Manager at the fund level, the amounts stated therein as proposed expenditures become
appropriations to the various Town activities. The Town Council may amend the budget by
resolution during the fiscal year.

Capital Projects Funds are budgeted on an annual basis. If a capital project is not completed

in a budget year, it is included in the subsequent budget year, if necessary. Inclusionary In-
lieu Capital Project Fund was not budgeted.
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NON-MAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS:
PUBLIC SAFETY

Accounts for half-cent State sales tax revenue designated exclusively for local agency public safety
services, (Sec. 35 of Art. XIII of California Constitution).

GAS TAX
Accounts for gasoline tax allocated by the state for street maintenance, repair and improvement.
PUBLIC SAFETY COPS (Citizens’ Options for Public Safety)

Accounts for the Supplemental State law Enforcement Fund Service Account (SLESA) revenue for
special law and traffic enforcement established by SB89.

LIBRARY FUND

Accounts for library service revenue from San Mateo County Library JPA that can only be used for
library-related activities.

MEASURE M

Accounts for County-generated motor vehicle registration fee revenue for traffic congestion and
water pollution mitigation programs.

MEASURE W

Accounts for amounts restricted for the Town’s share of a one-half cent sales tax revenue for road
repairs and construction.

CAPITAL PROJECTS FUNDS:
PARK IN-LIEU
Accounts for the subdivision developer’s fee restricted for parks or recreational purposes.
GRANTS
Accounts for various grant activities.
CAPITAL PROJECTS

Accounts for federal or state-reimbursed storm-related road repairs as needed.
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TOWN OF PORTOLA VALLEY
NON-MAJOR GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET
JUNE 30, 2021

Special Revenue Funds

Public
Public Safety Library
Safety Gas Tax COPS Fund
ASSETS
Cash and investments $938 $263,515 $149,179 $111,282
Accounts and interest receivable 1 15,704 79 59
Total Assets $939 $279,219 $149.258 $111,341
LIABILITIES
Accounts payable $62,617 $2,562
Due to other funds
Total Liabilities 62,617 2,562
FUND BALANCES (DEFICIT)
Restricted $939 216,602 $149,258 108,779
Unassigned
Total Fund Balance 939 216,602 149,258 108,779
Total Liabilities and Fund Balances $939 $279,219 $149,258 $111,341
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Special

Revenue Funds Capital Projects Funds
Park Capital
Measure M Measure W In-Lieu Grants Projects Totals

$236,100 $35,324 $130,082 $334,708 $1,261,128
19 15,862
$236,100 $35,343 $130,082 $334,708 $1,276,990
$1,014 $119,404 $185,597
81,738 81,738
82,752 119,404 267,335
$236,100 $35,343 $130,082 215,304 1,092,407

(82,752) (82,752)
(82,752) 236,100 35,343 130,082 215,304 1,009,655
$236,100 $35,343 $130,082 $334,708 $1,276,990
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TOWN OF PORTOLA VALLEY
NON-MAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2021

Special Revenue Funds

Public
Public Safety Library
Safety Gas Tax COPS Fund
REVENUES
Taxes:
Sales tax $16,086
Gas tax $204,217
Total taxes 16,086 204,217
Agency revenues
Grants $167,436
Contributions $1,000
Investment and other revenues 6 1,732 1,275 1,232
Total Revenues 16,092 205,949 168,711 2,232
EXPENDITURES
Town center facilities 57,310
Public safety 8,675 145,000
Public works 125,635
Capital improvement program
Total Expenditures 8,675 125,635 145,000 57,310
OTHER FINANCING SOURCES
Transfers in 125,639
Total other financing sources 125,639
Net change in fund balances 7,417 205,953 23,711 (55,078)
Fund balances at beginning of year (6,478) 10,649 125,547 163,857
Fund balances (deficit) at end of year $939 $216,602 $149,258 $108,779
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Special

Revenue Funds Capital Projects Funds
Park Capital
Measure M Measure W In-Lieu Grants Projects Totals

$126,871 $142,957
204,217
126,871 347,174
$9,773 9,773
$60,283 227,719
1,000
$318 4,563
9,773 126,871 318 60,283 590,229
57,310
153,675
9,619 135,254
$171,436 171,436
9,619 171,436 517,675
386,740 512,379
386,740 512,379
154 126,871 318 60,283 215,304 584,933
(82,906) 109,229 35,025 69,799 424,722
(882,752) $236,100 $35,343 $130,082 $215,304 $1,009,655
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REVENUES
Taxes
Sales tax
Gas tax

Total taxes

Agency revenues

Grants

Contributions

Investment and other revenues

Total Revenues

EXPENDITURES
Town center facilities
Public safety
Public works
Capital improvement program

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenses

OTHER FINANCING SOURCES

Transfers in
Transfers out

Total Other Financing Sources

Net change in fund balances

Fund balances, beginning of Year

Fund balances (deficit), end of Year

TOWN OF PORTOLA VALLEY
NON-MAJOR GOVERNMENTAL FUNDS

SCHEDULE OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2021

BUDGET AND ACTUAL

Public Safety Gas Tax
Variance Variance
Positive Positive
Budget Actual (Negative) Budget Actual (Negative)
$15,000 $16,086 $1,086
$197,203 $204,217 $7,014
15,000 16,086 1,086 197,203 204,217 7,014
6 6 5,263 1,732 (3,531)
15,000 16,092 1,092 202,466 205,949 3,483
15,000 8,675 6,325
208,032 125,635 82,397
15,000 8,675 6,325 208,032 125,635 82,397
7,417 7,417 (5,566) 80,314 85,880
125,639 125,639
125,639 125,639
7,417 $7,417 $120,073 205,953 $85,880
(6,478) 10,649
$939 $216,602
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Public Safety COPS Library Fund Measure M
Variance Variance Variance
Positive Positive Positive
Budget Actual (Negative) Budget Actual (Negative) Budget Actual (Negative)
$9,773 $9,773
$145,000 $167,436 $22.,436
$87,855 $1,000 ($86,855)
2,614 1,275 (1,339) 6,695 1,232 (85,463)
147,614 168,711 21,097 94,550 2,232 (92,318) 9,773 9,773
94,550 57,310 37,240
145,000 145,000
13,167 $9,619 3,548
145,000 145,000 94,550 57,310 37,240 13,167 9,619 3,548
2,614 23,711 21,097 (55,078) (55,078) (13,167) 154 13,321
$2,614 23,711 $21,097 (55,078) (855,078)  ($13,167) 154 $13,321_
125,547 163,857 (82,906)
$149,258 $108,779 (882,752)
(Continued)
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TOWN OF PORTOLA VALLEY
NON-MAJOR GOVERNMENTAL FUNDS
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2021

Measure W Park in Lieu
Variance Variance
Positive Positive
Budget Actual (Negative) Budget Actual (Negative)

REVENUES
Taxes
Sales tax $132,860 $126,871 ($5,989)
Gas tax

Total taxes 132,860 126,871 (5,989)

Agency revenues

Grants

Contributions

Investment and other revenues $788 $318 ($470)

Total Revenues 132,860 126,871 (5,989) 788 318 (470)

EXPENDITURES
Town center facilities
Public safety
Public works
Capital improvement program

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenses 132,860 126,871 (5,989) 788 318 (470)

OTHER FINANCING SOURCES
Transfers in
Transfers out

Total Other Financing Sources

Net change in fund balances $132,860 126,871 ($5,989) $788 318 (8470)

Fund balances, beginning of Year 109,229 35,025

Fund balances (deficit), end of Year $236,100 $35,343
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75

Grants Capital Projects
Variance Variance
Positive Positive
Budget Actual (Negative) Budget Actual (Negative)
$1,600 $60,283 $58,683
1,600 60,283 58,683
$376,740 $171,436 $205,304
376,740 171,436 205,304
1,600 60,283 58,683 (376,740) (171,436) 205,304
386,740 386,740
386,740 386,740
$1,600 60,283 $58,683 $10,000 215,304 $205,304
69,799
$130,082 $215,304
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CUSTODIAL FUNDS

Custodial Funds are presented separately from the Government-wide and Fund financial statements.

Custodial Funds account for assets held by the Town as agent for individuals, governmental entities, and
non-public organizations.

MAINTENANCE DISTRICTS
Accounts for all revenues and expenditures related to the following maintenance districts formed to
maintain roads within the individual district boundaries with governance separate from the Town Council.
The Town acts as a fiduciary custodian for the maintenance district assessment revenue collected and
disbursed from the County:

CRESCENT MAINTENANCE DISTRICT

PORTOLA VALLEY RANCH MAINTENANCE DISTRICT

WAYSIDE ROAD I MAINTENANCE DISTRICT

WAYSIDE ROAD II MAINTENANCE DISTRICT

WOODSIDE HIGHLANDS MAINTENANCE DISTRICT
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TOWN OF PORTOLA VALLEY
COMBINING STATEMENT OF NET POSITION
CUSTODIAL FUNDS
JUNE 30, 2021

Custodial Funds
Crescent Maintenance Portola Valley Ranch Wayside Road I
District Maintenance District Maintenance District
ASSETS
Cash and investments $166,965 $35,241 $7,744
Accounts and interest receivable 262 30 4
Total Assets 167,227 35,271 7,748
LIABILITIES
Deposits and other liabilities 167,227 35,271 7,748
Total Liabilities 167,227 35,271 7,748
NET POSITION

Restricted for:
Maintenance Districts

Total Net Position
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Custodial Funds

Wayside Road II Wayside Highlands
Maintenance District Maintenance District Total
$175,287 $458,479 $843,716
926 970 2,192
176,213 459,449 845,908
176,213 459,449 845,908
176,213 459,449 845,908
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TOWN OF PORTOLA VALLEY
COMBINING STATEMENT OF CHANGES IN NET POSITION
CUSTODIAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2021

Custodial Funds
Crescent Maintenance Portola Valley Ranch Wayside Road I
District Maintenance District Maintenance District
ADDITIONS

Fee Collection $14,240 $1,142 $70

Total Additions 14,240 1,142 70

DEDUCTIONS

Distributions to districts

Total Deductions

Net increase (decrease) in fiduciary net position 14,240 1,142 70
Net Position, beginning of the year, as restated (14,240) (1,142) (70)

Net Postion, end of the year
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Custodial Funds

Wayside Road II Wayside Highlands
Maintenance District Maintenance District Total
$53,176 $71,752 $140,380
53,176 71,752 140,380
2,620 130,687 133,307
2,620 130,687 133,307
50,556 (58,935) 7,073
(50,556) 58,935 (7,073)
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Members of the Town Council
Town of Portola Valley, California

We have audited, in accordance with the 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, the basic financial statements of the Town of
Portola Valley, California (Town), as of and for the year ended June 30, 2021, and have issued our report
thereon dated April 15, 2024.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Town’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Town’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Town’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the Town’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. We identified certain
deficiencies in internal control that we consider to be significant deficiencies as listed on the Schedule of
Significant Deficiencies included as part of our separately issued Memorandum on Internal Control dated
April 15, 2024, which is an integral part of our audit and should be read in conjunction with this report.

Accountancy Corporation 1 925.228.2800
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We have also issued a separate Memorandum on Internal Control dated April 15, 2024, which is an
integral part of our audit and should be read in conjunction with this report.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Town’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Town’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Pleasant Hill, California
April 15,2024
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TOWN OF PORTOLA VALLEY
MEMORANDUM ON INTERNAL CONTROL
For The Year Ended June 30, 2021
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MEMORANDUM ON INTERNAL CONTROL

To the Honorable Mayor and Members of the Town Council
Town of Portola Valley, California

In planning and performing our audit of the basic financial statements of the Town as of and for the year
ended June 30, 2021, in accordance with auditing standards generally accepted in the United States of
America, we considered the Town’s internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Town’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Town’s internal
control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore material weaknesses or significant deficiencies may exist that were
not identified. In addition, because of inherent limitations in internal control, including the possibility of
management override of controls, misstatements due to error or fraud may occur and not be detected by
such controls. However, as discussed below, we identified certain deficiencies in internal control that we
consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the Town’s financial statements will not be prevented, or detected and corrected on a timely basis. We
did not identify any deficiencies in internal control that we consider to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the deficiencies in internal control included on the Schedule of Significant
Deficiencies to be significant deficiencies.

Included in the Schedule of Other Matters are recommendations not meeting the above definitions that we
believe are opportunities for strengthening internal controls and operating efficiency.

Management’s written responses included in this report have not been subjected to the audit procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on them.

This communication is intended solely for the information and use of management, Town Council, others
within the organization, and agencies and pass-through entities requiring compliance with Government
Auditing Standards, and is not intended to be and should not be used by anyone other than these specified
parties.

Pleasant Hill, California
April 15,2024
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TOWN OF PORTOLA VALLEY
MEMORANDUM ON INTERNAL CONTROL

SCHEDULE OF SIGNIFICANT DEFICIENCY
2021-01 Segregation of Duties

Criteria: Effective internal control must be maintained at any organization, regardless of size and
intricacy. Good internal controls require that employees with access to the assets not have access to the
accounting records for the same assets. Reconciliations of any accounts should be performed by separate
individuals to ensure segregation of duties.

Condition: During our review of internal controls, we noted areas in which controls need to be improved,
and employee access and/or duties should be revised:

a) The payroll run was reviewed by the same employee who processes payroll. There was no evidence
of a separate employee reviewing the payroll register. The same employee also prepared and input the
payroll journal entries into the general ledger without a separate employee review. In addition, there is no
evidence of documentation of the preparer and reviewer for the payroll register.

b) The vendor database is managed by the same staff who was also involved in processing accounts
payable

Cause: Due to the Town's staff turnover, financial system upgrade, and impacts from the pandemic, the
Town did not have enough finance staff to ensure sufficient segregation of duties in various transaction
cycles. The tight labor market during the pandemic year further delayed recruitment. The staff shortage
delayed the finance department from preparing and reconciling financial activities for the audit in a timely
manner.

Potential Effect: Assets or accounts recorded and reviewed by the same staff do not permit good checks,
transparency, accuracy, or segregation of duties and increase the likelihood that material misstatement in
the financial statement will not be prevented or detected and corrected on a timely basis.

Recommendation: Good internal control dictates that the same employee with access to physical assets
should not also have access to updating account records for the same assets. A different employee should
be involved in the records or assets to provide a good check and balance. The Town should analyze staff
resources to ensure proper review and segregation of duties.

Management’s Response:

The Town recognizes and agrees with the above findings and is actively working on
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TOWN OF PORTOLA VALLEY
MEMORANDUM ON INTERNAL CONTROL

SCHEDULE OF SIGNIFICANT DEFICIENCY
2021-02 Journal Entry Reviews, Approvals, and Timeliness

Criteria: Journal entries (JE) are an important transaction cycle affecting all accounting and financial
reporting aspects. Prudent internal control concepts dictate that:

1. No single employee should process a transaction without the involvement of another employee.

2. A second employee should review and approve the entry prepared by the first employee, with
evidence of signing and dating for the approval.

3. The JE should be prepared, reviewed, and posted within 30-45 days of the event's occurrence.

Condition: We sample-tested the Town’s JE and noted the following:
c) The JEs tested showed no separate reviewer other than the preparer.
d) Five JEs had reviewed and posted dates six months later than the original preparation dates:

Cause: Due to the Town's staff turnover, financial system upgrade, and impacts from the pandemic, the
Town did not have enough finance staff to ensure sufficient segregation of duties in various transaction
cycles. The tight labor market during the pandemic year further delayed recruitment. The staff shortage
delayed the finance department from preparing and reconciling financial activities for the audit in a timely
manner.

Potential Effect: Journal entry preparation and reviewing by the same staff does not permit good checks,
transparency, accuracy, or segregation of duties and increase the likelihood that material misstatement in
the financial statement will not be prevented or detected and corrected on a timely basis.

When journal entries are not posted in a timely manner, there is an increased risk that transactions are not
posted in the correct period, and accounting errors, misstatements, or unauthorized transactions may not
be identified or corrected in a timely manner.

Recommendation: We recommend that the Town implement a park and place function that allows
someone to create entries and then alerts and allows the authorized employees to review and approve the
entry before posting. We also recommended that the town work on submitting journal entries in a timely
manner.

Management’s Response:

The Town recognizes and agrees with the above findings and is actively working on
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TOWN OF PORTOLA VALLEY
MEMORANDUM ON INTERNAL CONTROL

SCHEDULE OF SIGNIFICANT DEFICIENCY
2021-03 Timely Bank Reconciliations

Criteria: Bank account reconciliations are one of the most important internal controls. To be effective,
bank reconciliations and the associated review should be completed in their entirety as soon as reasonably
possible after each month's end, usually within 30-45 days of the bank statement date. Additionally,
reconciliations should be dated and signed off by the preparer and reviewer to leave an audit trail.

Condition: We noted that the bank reconciliation for fiscal year 2021, was not completed and reviewed
until the fiscal year of 2024, more than three years later.

Cause: Due to the Town's staff turnover, financial system upgrade, and impacts from the pandemic, the
Town did not have enough finance staff to ensure timely preparation and review of the financials in
various transaction cycles. The tight labor market during the pandemic year further delayed recruitment.
The staff shortage delayed the finance department from preparing and reconciling financial activities for
the audit in a timely manner.

Potential Effect: Without timely preparation and review for the bank reconciliation, there is an increased
risk that misstatements or unauthorized transactions will not be prevented, detected, and corrected on a
timely basis.

Recommendation: We recommend that the Town maintain adequate qualified staff to ensure that bank
reconciliations are prepared and reviewed promptly, ideally within 30-45 days of the close of a given
month. Also, the preparer and reviewer should date and sign off reconciliations to maintain proper audit
trail.

Management’s Response:

The Town recognizes and agrees with the above findings and is actively working on
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TOWN OF PORTOLA VALLEY
MEMORANDUM ON INTERNAL CONTROL

SCHEDULE OF OTHER MATTERS
2021-04 Reconciliation of Payroll Journal Entries with the Payroll Register

Criteria: The payroll journal entries prepared by one employee should be reconciled with the payroll
register and reviewed by a separate employee before posting to the general ledger.

Condition: During the payroll testing, we noted that the payroll journal entries for the pay period ending
on March 31, 2021, were not reconciled with the payroll register and were not reviewed before posting
them to the general ledger.

Potential Effect: The above condition does not promote good checks and balances for payroll
processing. Without proper reconciliation of the payroll journal entries with the payroll register and
separate review, there is an increased risk that misstatements or unauthorized transactions will not be
prevented, detected, and corrected on a timely basis.

Cause: Due to the Town's staff turnover, financial system upgrade, and impacts from the pandemic, the
Town did not have enough finance staff to ensure sufficient segregation of duties and timely preparation
and review of the financials in various transaction cycles. The tight labor market during the pandemic
year further delayed recruitment. The staff shortage delayed the finance department from preparing and
reconciling financial activities for the audit in a timely manner.

Recommendation: We recommend that the City establish procedures for an employee who does not have
edit rights in the City’s payroll system to review the payroll register after every payroll run. If this is
deemed impossible under the current staffing situation, cross-review should be performed by the two
employees who have access to the payroll module.

In addition, the payroll JE prepared should be reconciled with the payroll register and reviewed properly
before posting to the general ledger.

Management’s Response:

The Town recognizes and agrees with the above findings and is actively working on
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TOWN OF PORTOLA VALLEY
MEMORANDUM ON INTERNAL CONTROL

SCHEDULE OF OTHER MATTERS
2021-05 Outstanding Checks

Criteria: The town’s policy is to follow up every six months on checks that have been outstanding
for over a year.

Condition: We noted that of all the outstanding checklists accompanying the June 2021 Bank
Reconciliation, twenty-five outstanding checks were over a year old.

Cause: Due to the town's staff turnover, financial system upgrades, and impacts from the pandemic, the
town did not have enough finance staff to follow up on the outstanding checks in a timely manner.

Potential Effect: This practice does not promote proper internal control over disbursements.

Recommendation: We recommend that the Town follow up and clear the stale check timely.

Management’s Response:

The Town recognizes and agrees with the above findings and is actively working on

2021-06 Out of compliance with the Investment Policy

Criteria: The Town’s Investment Policy stated that it shall be adopted by resolution and reviewed
as a part of the annual budget process with any amendments to be approved by the council.

Condition: It appeared that the council did not review the Investment Police as part of the annual budget
process.

Potential Effect: The Town is out of compliance with its own Investment Policy.

Cause: The Town’s investment policy has not changed since 2012. Hence the review process was
overlooked.

Recommendation: We recommend that the Town to review the investment policy annually alongside
the annual budget process.

Management’s Response:

The Town recognizes and agrees with the above findings and is actively working on
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TOWN OF PORTOLA VALLEY
MEMORANDUM ON INTERNAL CONTROL

SCHEDULE OF OTHER MATTERS
NEW GASB PRONOUNCEMENTS OR PRONOUNCEMENTS NOT YET EFFECTIVE

The following comment represents new pronouncements taking affect in the next few years. We cite them
here to keep you informed of developments.

Effective in fiscal year 2020-21:

GASB 84 — Fiduciary Activities

The objective of this Statement is to improve guidance regarding the identification of fiduciary activities
for accounting and financial reporting purposes and how those activities should be reported.

This Statement establishes criteria for identifying fiduciary activities of all state and local governments.
The focus of the criteria generally is on (1) whether a government is controlling the assets of the fiduciary
activity and (2) the beneficiaries with whom a fiduciary relationship exists. Separate criteria are included
to identify fiduciary component units and postemployment benefit arrangements that are fiduciary
activities.

This Statement describes four fiduciary funds that should be reported, if applicable: (1) pension (and other
employee benefit) trust funds, (2) investment trust funds, (3) private-purpose trust funds, and (4) custodial
funds. Custodial funds generally should report fiduciary activities that are not held in a trust or equivalent
arrangement that meets specific criteria.

GASB 90 — Majority Equity Interests—(an amendment of GASB Statements No. 14 and No. 61)

The primary objectives of this Statement are 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. It 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.

For all other holdings of a majority equity interest in a legally separate organization, a government should
report the legally separate organization as a component unit, and the government or fund that holds the
equity interest should report an asset related to the majority equity interest using the equity method. This
Statement establishes that ownership of a majority equity interest in a legally separate organization results
in the government being financially accountable for the legally separate organization and, therefore, the
government should report that organization as a component unit.

This Statement also requires that a component unit in which a government has a 100 percent equity
interest account for its assets, deferred outflows of resources, liabilities, and deferred inflows of resources
at acquisition value at the date the government acquired a 100 percent equity interest in the component
unit. Transactions presented in flows statements of the component unit in that circumstance should
include only transactions that occurred subsequent to the acquisition.
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TOWN OF PORTOLA VALLEY
MEMORANDUM ON INTERNAL CONTROL

SCHEDULE OF OTHER MATTERS
Effective in fiscal year 2021-22:
GASB 87 — Leases

The objective of this Statement is to better meet the information needs of financial statement users by
improving accounting and financial reporting for leases by governments. This Statement increases the
usefulness of governments’ financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It establishes a single
model for lease accounting based on the foundational principle that leases are financings of the right to
use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred
inflow of resources, thereby enhancing the relevance and consistency of information about governments’
leasing activities.

GASB 89 — Accounting for Interest Cost Incurred before the End of a Construction Period

The objectives of this Statement are (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 establishes accounting requirements for interest cost incurred before the end of a
construction period. Such interest cost includes all interest that previously was accounted for in
accordance with the requirements of paragraphs 5-22 of Statement No. 62, Codification of Accounting
and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements, which are superseded by this Statement. 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.

This Statement also reiterates that in financial statements prepared using the current financial resources

measurement focus, interest cost incurred before the end of a construction period should be recognized as
an expenditure on a basis consistent with governmental fund accounting principles.

Page 107 of 119



This Page Left Intentionally Blank

Page 108 of 119



TOWN OF PORTOLA VALLEY
MEMORANDUM ON INTERNAL CONTROL

STATUS OF PRIOR YEAR SIGNIFICANT DEFICIENCY
2020-01 Timeliness for the Completion of Audit

Criteria: Well-managed organizations should develop a plan to ensure that adequate resources will
remain available in the event of employee departures and the potential impact of unexpected events. Part
of that is ensuring there are resources available to be utilized on short notice to fill gaps in key positions,
especially in the Finance Department. These resources need to be in place throughout the fiscal year to
ensure accounting processes and procedures continue and allow time for the analysis of account balances
and activities.

Condition: The Town’s basic financial statements for the year ended June 30, 2020, were not completed
until October 2022.

Cause: Due to the Town's staff turnover, financial system upgrade, and impacts from the pandemic, the
Town's staff were not able to prepare and complete recording financial activities for the audit timely.

Effect: As a result, there were significant delays in the completion of the audit, which increases the risk
that errors or misstatements may go undetected by staff and corrections may not be made in a timely

manner. Audit effort was substantially increased due to the delay and coordination.

Recommendation: The Town should analyze staff resources for backup plans to ensure that the financial
data is processed properly and timely during staffing transitions and unexpected events.

Current Status:
The Town’s basic financial statements audit for the year ended June 30, 2021, were not
completed until April 2024.

Management’s Response to Current Status:

The Town recognizes and agrees with the above findings and is actively working on
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Council

Short-term Options Direction
1 Balanced budget Yes
2 Charge Housing Element expenses to Affordable Housing Fund No
3 Charge Open Space maintenance work to Open Space Fund Yes
4 Redirect UUT from Open Space fund to General Fund No
5 Parcel Tax No
6 Lease-leaseback with SMC TBD
7 Whites fees to Affordable Housing fund Yes
8 Declaration of Fiscal Emergency No

Long-term Options

1 Become a Charter Town Yes
2 Negotiate higher property tax allocation from SMC

3 Renegotiate with SMC Sheriff

4 Private fundraising

5 Modernize Telephone UUT Ordinance FC
6 Shared services/Merger - Town of Woodside FC
7 Annexation FC
8 Reserve levels FC
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Contract Percent Credit Paid Percent Funds
FY Amount Increase SMCSO SMC Amount Increase PSAF COPS ARPA General
18-19 | 1,058,278 0.00% - - 1,058,278 0.00% - - - 1,058,278
19-20 | 1,153,523 9.00% - - 1,153,523 9.00% - - - 1,153,523
20-21 | 1,257,340 9.00% - - 1,257,340 9.00% 15,000 145,000 - 1,097,340
21-22 | 1,370,500 9.00% - - 1,370,500 9.00% 15,000 145,000 - 1,210,500
22-23 | 1,493,845 9.00% - - 1,493,845 9.00% 15,000 145,000 - 1,333,845
23-24 | 2,346,584 57.08%| (426,369) - 1,920,215 28.54% 15,000 145,000 404,963 | 1,781,621
24-25 | 2,382,817 1.54% - (423,000)| 1,959,817 2.06% 15,000 250,000 - 2,117,817
25-26 | 2,621,099 10.00% - (211,000)| 2,410,099 22.98% 15,000 250,000 - 2,356,099
26-27 | 2,883,209 10.00% - - 2,883,209 19.63% 15,000 250,000 - 2,618,209

Page 112 of 119




Portola Valley Finance and Audit Committee

Mark Waissar

October 15, 2024

The Committee reviews and recommends for adoption the Town's annual
budget and its annual Financial Statements. This committee also advises staff
and the Town Council on any other Town financial matters as the need arises.
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Actual Unaudited Proposed - June| Reset - October
Revenues FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25 FY 2024-25
Taxes
Property $ 3266252|% 3588737 |$% 3935665|$% 3470756 | $  3,695328 | $ 3,875,150 | $3,381,055 in Levy Letter
Sales 338,389 358,582 328,676 328,406 350,000 350,000
Business License 125,446 92,734 = 143,938 125,000 125,000
uuT 767,928 781,252 808,889 1,014,272 945,000 945,000
Franchise Fees 427,962 396,080 311,680 246,054 405,000 405,000
Permits 258,002 312,875 185,242 254,618 284,800 284,800
Fees 605,821 799,138 460,850 783,291 835,200 835,200
Recreation (389) 98,775 41,414 129,276 151,130 151,130
Agency 27,374 61,666 31,134 34,554 3,600 10,600
Contributions 3,379 19,641 4,689 - - -
Investments 45,730 3,153 = - 289,000 289,000
Total Revenue $ 5865804 |$ 6512633|$ 6,108,239 [ $ 6405165 | $ 7,084,058 | $§ 7,270,880
Expenses
Salaries $ 1,727,983 $ 2034498 |$ 1894448 (% 2195606 | $ 2,896,510 | $ 2,299,888
Benefits 1,563,330 385,318 791,073 685,101 882,472 700,701
Maintenance 174,856 115,066 279,019 200,555 291,786 291,786
Supplies & Service 2,132,120 2,665,247 3,070,331 3,297,129 3,914,673 3,819,673 | Have detail from June Budget
Consultants 426,721 879,644 1,014,274 1,045,567 617,040 617,040
Development 12,797 31,385 43,303 54,518 80,900 30,000
Total Expenses $ 6037807[$ 6111158|$ 7092448 ($ 7478476 |$ 8,683,381 | $ 7,759,088
Surplus/(Deficit) ($171,913) $401,475 ($984,209) ($1,073,311) ($1,599,323) ($488,208)
Transfers in/(Out) ($512,379) ($897,080) ($641,457) ($362,348) ($1,311,474) ($401,474)
Net Change in Fund Balance ($684,292) ($495,605) ($1,625,666) ($1,435,659) ($2,910,797) ($889,682)
Beginning Fund Balance $ 5825170 $ 5140878 |$ 4645273 [$ 3,019607 | $ 1,583,948 | $§ 1,583,948
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Ending Fund Balance $ 5140878 | $ 4645273 |$ 3,019,607 | $ 1,583,948 | $ (1,326,849)| $ 694,266




City Population Police Property Taxes ($mm)  Other Taxes/Fees Total Revenue Property Taxes/Pop ($)
Atherton 7,188 Own 15.8 2 23.0 2,198
Belmont 28,335 Own 12.1 65.5 77.6 427
Brisbane 4,851 Own 5.6 214 26.7 1,154
Burlingame 31,386 Own 31.6 48.9 80.5 1,007
Colma 1,507 Own 0.8 18.6 19.4 531
Daly City 104,901 Own 49.0 70.5 119.5 467
East Palo Alto 30,034 Own 17.4 20.1 375 S
Half Moon Bay 11,795 SMC 348 1723 211 322
Hillsborough 11,387 Own 23.0 13.0 36.0 2,020
Menlo Park 33,780 Own 38.9 34.5 73.4 1,452
Millbrae 23,216 SMC 15.8 25.3 41.1 681
Pacifica 38,640 Own 16.8 29.8 46.6 435
Portola Valley 4,456 SMC 39 3.4 7.3 875
Redwood City 84,292 Own 82.6 108.5 191.1 980
San Bruno 43,908 Own 20.8 47.1 67.9 474
San Carlos 30,722 SMC 19.5 ShS 57.2 635
San Mateo (city) 105,661 Own 78.0 91.8 169.8 738
South San Francisco 66,105 Own 50.4 87.0 137.4 762
Woodside 5,309 SMC 7.3 5.0 12.3 1,375
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Woodside

Revenues
Property Taxes
Franchise Fees
Fees & Permits
Charge for Services
Agencies

Interest

Other

Total Revenue

Expenses
Town Council
Administration
Planning

Bldgs & Grounds
Overhead
Safety Services
Trails

Public Works
Recreation
Barkley Fields
Total Expenses

Surplus

7,277,460
659,500
1,816,500
625,000
789,000
265,000
846,925

12,279,385

92,000
2,374,360
1,453,650

413,415
759,000
4,696,006
123,555
1,885,900
30,000
308,000

12,135,886

143,499

Portola Valley

Revenues
Property Taxes
Sales Taxes
Business Licenses
uuT

Franchise Fees
Permits

Fees
Recreation
Agency
Investments
Total Revenue

Expenses
Salaries

Benefits
Maintenance
Sheriff Contract
Supplies/Services
Consultants
Development
Total Expenses

Deficit

3,875,150
350,000
125,000
945,000
405,000
284,800
835,200
151,130

10,600

289,000

7,270,880

2,299,888
700,701
291,786

1,668,584

2,151,089
617,040

30,000

7,759,088

(488,208)

GF: $2.1 mm by FY26-27
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Portola Valley Property Taxes

1,762 real estate parcels in Portola Valley

168 are undeveloped and/or pay no or very little in taxes (below $1,500)

1,594 parcels are developed and/or pay annual property tax (above $1,500)

Total secured property taxes paid by Portola Valley property owners = $48.1 million
Portola Valley receives $3.24 million, or ~6.7%

low: $1,564

high: $260,880

mean: $30,165

median: $24,641 [14x the national median and 5x the California median]

U.S. average (median) property tax = $1,815

California average (median) property tax = $5,347

Despite Prop 13, California is still among the country's very highest property tax states (in dollar
terms) due to the relatively high property values in California

California’s State Board of Equalization (BOE) oversees the assessment practices for the state’s
County Assessors and the allocation of property taxes. Any changes to the tax allocations from
the county to incorporated cities or towns is determined by the BOE, or challenged in court

In 2005-2006, Portola Valley, led by Mayor Steve Toben, went through a court procesgtohamve the
County of San Mateo allocate more property tax from the Tax Equity Allocation (TEA) formula



Observations

e Portola Valley does not have a “structural deficit” - we have a spending problem
e State and local taxes (property, income, consumption) are the highest in the country, so getting
voter approval for any new taxes is doubtful
e Being an incorporated town has resulted in:
o being charged twice for sheriff services
o being a target for California’s Housing Element laws which significantly increased the
Regional Housing Needs Allocation (RHNA) from 64 units in the 5th cycle (2014-2022)
to 253 in the 6th cycle (2023-2031)

Recommendations

e Adopt a balanced budget for the 2024-25 fiscal year by reducing outside consultants and
contractors

e No new taxes

e Town Council should decide whether it makes sense for Portola Valley to continue being an
incorporated town
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