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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, 2018, 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, each major fund, and the aggregate remaining
fund information of the Town as of June 30, 2018, 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.
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Change in Accounting Principles
Management adopted the provisions of Governmental Accounting Standards Board Statement No. 75,
Accounting and Financial Reporting for Postemployment Benefits Other than Pensions, which became
effective during the year ended June 30, 2018 and required a prior period adjustment to the financial
statements and required the restatement of net position as discussed in Note 6E and Note 8.
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 Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.
Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town’s basic financial statements. The Supplemental 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 Supplemental 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 Supplemental 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 January 18,
2019 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
January 18, 2019
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MANAGEMENT’S DISCUSSION AND ANALYSIS
This analysis of the Town of Portola Valley’s (Town) financial performance provides an overview of the
Town’s financial activities for the fiscal year ended June 30, 2018. Please read it in conjunction with the
accompanying financial statements.
FINANCIAL HIGHLIGHTS:


The assets of the Town exceeded its liabilities as of June 30, 2018 to $44.8 million. Total net position
decreased by $99,860. The decrease of net position is primarily associated with a prior period
adjustment towards Other Post-Employment Benefits (OPEB) in order to implement GASB Statement
No. 75 (See Note 8).
The Town is taking active steps to reduce the post-employment benefit 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 total liabilities increased 32.2% to $3.69 million. The largest impact is an increase towards Net
Pension Liability and the aforementioned Other Post-Employment Benefit (OPEB) adjustment
necessary to comply with GASB 75 standards.



One required accounting statement was implemented at fiscal-year end:
o Governmental Accounting Standard Board Statement No. 75 (GASB 75) – Accounting &
Financial Reporting for Postemployment Benefits Other Than Pensions.

OVERVIEW OF THE FINANCIAL STATEMENTS:
This discussion and analysis serves as an introduction to the Town’s basic financial statements 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 information,
reporting these operations in more detail than the government-wide financial statements.
 The governmental funds statements and the agency funds statements tell how basic services such
as operations, administration, and restricted funds were financed in the short-term as well as what
remains for future spending.
3. Notes to Basic Financial Statements – Provides explanation of the information contained 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.
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Figure A-1
Organization of the Town of Portola Valley’s Financial Report

Management Discussion and Analysis
Basic Financial Statements

Government-wide
Statements

Fund Financial
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.
Although the Statement of Net Position reports a total net position of $45.1 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, 2018. 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.
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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 (Expenses) Revenue and Changes in Net Position 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 spending on particular
programs. These are not reflective of the Town as a whole. It is important to note that:
 Some funds are required to be established by State law.
 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:
 The General Fund – Most of the Town’s basic services and financial resources are contained in this
fund.
 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.
 Measure A Fund – This fund accounts for sales revenue that is restricted for the improvement of
local transportation and road maintenance services.
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 near 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.
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 to a full understanding of the data provided in the
government-wide and fund financial statements.
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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.
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.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS:
Statement of Net Position:
The Town’s net position has remained stable as of June 30, 2018 compared to prior year, decreasing 0.2% from
$45.2 million to $45.1 million. The following are major components of the Town’s net position:
Town of Portola Valley
Condensed Statement of Net Position

Fiscal Year Ended
6/30/2018
6/30/2017
Assets:
Other Assets
Capital Assets, Net

$

Total Assets
Deferred Outflows
Liabilities:
Accounts Payable
Long-term Liabilities
Total Liabilities
Deferred Inflows
Net Position:
Invested in Capital Assets,
Restricted
Unrestricted
Total Net Position

$

15,379,677
32,173,830

$ 16,213,745
32,268,492

47,553,507

Change
Amount
Percent
$

834,068
94,662

5.1%
0.3%

48,482,237

928,730

1.9%

728,800

710,839

(17,961)

-2.5%

1,611,186
888,291

2,066,263
1,620,668

455,077
732,377

22.0%
45.2%

2,499,477

3,686,931

1,187,454

32.2%

582,744

405,919

(176,825)

-43.6%

32,173,830
9,067,601
3,958,655

32,268,492
9,420,453
3,411,281

94,662
352,852
(547,374)

0.3%
3.7%
-16.0%

45,200,086

$ 45,100,226

(99,860)

-0.2%

$

The Town’s net position of $45.1 million consists of $32.2 million net investment in capital assets less $9.4
million in restricted net assets. Restricted net assets are restricted by State law, municipal code and
contractual obligation to be utilized for public works, safety and open space. The Town has $3.4 million in
unrestricted assets that represents funds that are not restricted by law; however, $2.1 million of these funds
remain assigned by the Town for special programs.
The increase in Long-Term Liabilities represents the increases in the Pension Liability and the Other PostEmployment Benefits (contributions to the health insurance for Portola Valley retirees) which increased
largely due to the GASB 75 implementation.
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 2018 shows remains in the aggregate largely unchanged from prior year
at $6.6 million. Most revenue sources demonstrated modest variances from prior years, with a few exceptions.
Charges for Services revenue steeply declined by 42.6% or $527,261 due to a one time contribution to the
Inclusionary In-Lieu Fund of $573,524. Agency Revenues increased due to a San Mateo County Transportation
Authority (SMTA) grant which funded a shoulder widening of Alpine Road at Arastradero Road, providing
additional grant reimbursement revenue of $118,267. Investment earnings grew by 49.4% or $99,346 during
the fiscal year due reserves held in LAIF exhibiting improving returns.
Town of Portola Valley
Condensed Statement of Activities
Fiscal Year Ended
6/30/2017
Revenues
Program Revenues:
Charges for Services
Grants and Contributions
General Revenues:
Property Taxes
Agency Revenues
Franchise Fees
Utility Users Tax
Investment Earnings
Miscellaneous
Total Revenues

$

1,765,760
586,959

Change
Amount

6/30/2018

$

1,238,499
633,450

$

Percent

(527,261)
46,491

-42.6%
7.3%

2,688,349
303,945
276,916
899,490
101,732
12,080
6,635,231

2,856,109
470,630
295,999
899,906
201,078
41,525
6,637,196

167,760
166,685
19,083
416
99,346
29,445
1,965

5.9%
35.4%
6.4%
0.0%
49.4%
70.9%
0.0%

Expenses:
General Government
Parks and Recreation
Town Center Facilities
Public Safety
Public Works
Total Expenses

3,250,369
282,457
641,538
1,012,708
527,798
5,714,870

3,551,259
303,001
645,025
1,050,753
685,479
6,235,517

300,890
20,544
3,487
38,045
157,681
520,647

8.5%
6.8%
0.5%
3.6%
23.0%
8.3%

GASB 75 OPEB Adjustment
Change in Net Position
Net Position - Beginning
Net Position - Ending

923,725
44,276,361
45,200,086

$

$

(501,539)
401,679
45,200,086
45,100,226 $

(501,539)
(522,046)
923,725
(99,860)

100.0%
-130.0%
2.04%
-0.2%

Other Observations for 2018:



General Government expenses increased by 8.5% primarily due to construction in progress assets
moved into service during the fiscal year.
Parks & Recreation expenses increased by 6.8% primarily due to an increase in Town classes and
events.
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Public Works expenses increased by 23% due to increased depreciation as a result of various capital
projects being placed into service such as the ALPR cameras and various Town Center improvements.

FUND FINANCIAL STATEMENT ANALYSIS
As the Town completed the year, its governmental funds (General Fund, Open Space Restricted Fund,
Inclusionary-in-Lieu Fund, Measure A Fund, and Other Governmental Funds) reported combined fund
balances of $14.1, an increase of $0.3 million from last year’s ending fund balances of $13.8 million. This $1.6
million increase is attributable to two key causes: Expenditures in the General Fund were $555,391 less than
budgeted and the Licenses and permit revenue was $180,149 over projected revenues.
The following assigned fund balances can be used for their specific purposes within the General Fund;
however, these funds can be reassigned at the Council’s discretion. These assignments are consistent with
prior years:






Assigned for unfunded pension reserve
Assigned for equipment replacement
Assigned for emergency capital reserve
Assigned for OPEB
Assigned for other purposes

$47,773
200,000
1,400,000
308,280
100,000

The General Fund had unassigned fund balance of $2.6 million at fiscal year-end. The remaining $9.4
million in restricted funds can only be used for projects within the intended purpose of the funds.
Additional detail on specific fund balances can be found in the notes to the financial statements.
Fund Budgetary Highlights:
The overall budget, in total, remained the same in fiscal year 2018, with the exception of primarily an additional
appropriation towards capital improvements towards roads.
Anticipated revenues for the General Fund for 2018 totaled $5.2 million while actual revenues equaled $5.4
million. Increases were realized in the Utility User’s Tax of $25,100, Licenses & Permits of $180,149, and
Service Charges & Fees of $42,763. However, the following revenues were under budget: Contributions of
$89,103 and Parks & Recreation of $27,849.
General Fund expenditures budgeted for 2018 totaled $5.8 million while actual expenditures equaled $5.3
million, for a difference of $555,391. The variance is mainly attributable to salary and benefit savings from
staff vacancies, staff turnover and capital projects coming in under budget.
 General government expenditures were $128,394 less than budgeted due to changes in personnel.
While there were salary savings, the loss of employees impacts the ability to complete work in a timely
manner.
 Capital improvement expenditures were $406,374 lower then budget due primarily to the annual
paving project coming in under budget and the Crowder Trail improvements expenditures being
delayed during the fiscal year.
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CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets:
As of the end of fiscal year 2018, the Town had invested $32.3 million in a broad range of capital assets
including buildings, land and technology upgrades. The Town increased its gross capital assets by $1.04 million
during 2018. Total depreciation expense for the year was $947,014. Depreciation expense is allocated to the
fund and category in which the capital asset has been recorded. The Alpine Road at Arastradero Road shoulder
widening portion of the SMTA Road project was converted from construction in progress to capital assets. The
Town additionally placed into service an ALPR System, capitalized various Town Center improvements, and
made significant improvements towards the Spring Down property during the fiscal year.
Additional information on the Town’s capital assets can be found in Note 3.
Condensed Statement of Capital Assets
Fiscal Year Ended
6/30/2018
6/30/2017
Land
Construction in Progress
Infrastructure
Land Improvements
Buildings
&
Improvements
Equipment

Change
Amount
Percent

$ 6,690,959
87,355
9,532,358
3,101,941

$ 6,690,959
216,388
10,362,143
3,103,016

$
(129,033)
829,785
1,075

0%
-148%
9%
0.03%

19,805,194
404,771

19,838,321
453,427

33,127
48,656

0.2%
12%

39,622,578

40,664,254

783,610

3%

Accumulated Depreciation

(7,448,748)

(8,395,762)

(947,014)

13%

Total Net Capital Assets

$32,173,830

$32,268,402 $(163,404)

0.3%

Total Capital Assets

Long-Term Debt:
The Town’s long term liabilities include $712,486 Net Pension Liability and $834,871 Net OPEB obligation,
with no new debt incurred during the fiscal year.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET:
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.

12

Town of Portola Valley - Financial Statements for FYE 6/30/18
Management’s Discussion and Analysis
Page 9 of 9
The Town recognizes its contractual obligations to employees for vacation and benefits payable. As of June
30, 2018, the Town had accumulated obligations totaling $84,311 for unpaid vacation leave. Funding for
this liability has not occurred since it is not payable currently. The annual expected payout of vacation leave
is reflected in the current operating budget of the General Fund. The Town provides post-employment
benefits other than pensions such as health insurance to their retirees. The beginning fiscal year 2017 net
OPEB obligation was $281,102 and the ending obligation was $823,871, an increase of $542,769. The
substantial increase was driven primarily by the implementation of GASB 75.
During Fiscal Year 2018, the Town implemented GASB 75, issued during June 2015. GASB 75
implementation included a number of sweeping disclosure changes and fundamental overhauls in the
standards of reporting for Other Post-Employment Benefits (OPEB). Many of the requirements are similar
in nature to the recent GASB 68 implementation in regards to pension. Most impactful is the recognition
of a liability for OPEB obligations, known as the net OPEB liability (NOL) to be fully recognized on the
balance sheet and a corresponding OPEB expense recognize in the income statement. Under the former
GASB 45, the unfunded accrued liability (UAAL) for OPEB was reported in the notes for the plan. There
are some technical differences between UAAL and NOL, but the most significant impact of GASB 75 is
the move from the note disclosures section of the financial statements to the balance sheet.
The Town is currently evaluating the impact of GASB 84, issued during January 2017. The pronouncement
includes numerous changes for reporting fiduciary activities in governmental financial statements and is
effective for fiscal years ending on or after December 31, 2019. Staff is currently evaluating the impact of
this pronouncement.
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 financings of the right to use
an underlying asset. Under this pronouncement, a lease 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
is currently evaluating the impact of this pronouncement.
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, 2018

Governmental
Activities
ASSETS
Cash and investments (Note 2)
Restricted cash (Note 2)
Accounts and interest receivable
Loans receivable (Note 5)
Capital assets, net (Note 3)
Nondepreciable
Depreciable, net of accumulated depreciation
Total Assets

$14,557,261
1,171,143
454,022
31,319
6,907,347
25,361,145
48,482,237

DEFERRED OUTFLOWS OF RESOURCES
Related to pensions (Note 7)

710,839

LIABILITIES
Current liabilities:
Accounts payable
Refundable customer deposits
Non-current liabilities:
Accrued compensated absences (Note 1G)
Net Pension Liability (Note 7)
Net OPEB obligation (Note 8)
Total Liabilities

885,671
1,180,592
84,311
712,486
823,871
3,686,931

DEFERRED INFLOWS OF RESOURCES
Related to pensions (Note 7)

405,919

NET POSITION (Note 6)
Net investment in capital assets
Restricted for:
Special Revenue Projects
Capital Projects
Unrestricted

32,268,492
9,387,033
33,420
3,411,281

Total Net Position

$45,100,226

See accompanying notes to financial statements
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TOWN OF PORTOLA VALLEY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2018

Functions/Programs
Governmental Activities:
General government
Parks and recreation
Town center facilities
Public safety
Public works
Total governmental activities

Operating
Expenses

Charges
for
Services

$3,551,259
303,001
645,025
1,050,753
685,479

$918,322
75,493
244,684

$6,235,517

$1,238,499

Program Revenues
Operating
Capital
Grants and
Grants and
Contributions Contributions
$6,476

Net
(Expense)
Revenue

$152,703
469,271

5,000

($2,626,461)
(227,508)
(400,341)
(898,050)
(211,208)

$621,974

$11,476

(4,363,568)

General Revenues:
Property tax revenues………………………………………………………………………………………
2,856,109
Other governmental agencies revenues………………………………………………………………………
470,630
Franchise fees………………………………………………………………………………………………
295,999
Utility user tax………………………………………………………………………………………………
899,906
201,078
Investment earnings…………………………………………………………………………………………
Miscellaneous revenue………………………………………………………………………………………
41,525
Total general revenues

4,765,247

Change in net position

401,679

Net Position, beginning of year, as restated (Note 6E)

44,698,547

Net Position, end of year

$45,100,226
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 2018.
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.
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TOWN OF PORTOLA VALLEY
GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2018

General

Open Space
Restricted

Inclusionary
In-Lieu

ASSETS
Cash and investments (Note 2)
Restricted cash - customer deposits (Note 2)
Accounts and interest receivable
Due from other funds (Note 4)
Loans receivable (Note 5)
Total Assets

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

$4,920,880
1,171,143
164,238
231,936
31,319

$5,374,161

$3,542,021

46,128

16,004

$6,519,516

$5,420,289

$3,558,025

$5,420,289

$3,558,025

4,915,964

5,420,289

3,558,025

$6,519,516

$5,420,289

$3,558,025

$422,960
1,180,592

Total Liabilities

1,603,552

FUND BALANCES (Note 6)
Nonspendable
Restricted
Assigned
Unassigned

31,319
2,056,053
2,828,592

Total Fund Balances
Total Liabilities and Fund Balances

See accompanying notes to financial statements

20

Measure A

Other
Governmental
Funds

Total
Governmental
Funds

$279,682

$440,517

23,066

204,586

$14,557,261
1,171,143
454,022
231,936
31,319

$302,748

$645,103

$16,445,681

$283,823

$178,888
231,936

$885,671
1,180,592
231,936

283,823

410,824

2,298,199

18,925

443,535
(209,256)

31,319
9,440,774
2,056,053
2,619,336

18,925

234,279

14,147,482

$302,748

$645,103

$16,445,681
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TOWN OF PORTOLA VALLEY
RECONCILIATION OF THE
GOVERNMENTAL FUNDS BALANCE SHEET
TO THE
STATEMENT OF NET POSITION
JUNE 30, 2018

Fund Balances - Total Governmental Funds

$14,147,482

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
Less: accumulated depreciation

$40,664,254
(8,395,762)

32,268,492

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
Deferred inflows of resources - pension

710,839
(405,919)

Long-term liabilities are not due
and payable in the current period
and therefore are not reported in the funds
Collective net pension liability
Net OPEB Liability
Compensated absences

(712,486)
(823,871)
(84,311)

Net Position of Governmental Activities

$45,100,226

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, 2018

General
Fund
REVENUES
Taxes
Property taxes
Sales tax
Utility users tax
Gas tax
Business license tax and other taxes

$2,856,109
216,425
619,934

Open Space
Restricted

Inclusionary
In-Lieu

$279,972

107,271

Total taxes

3,799,739

Agency revenues
Grants
Contributions
Franchise fees
Licenses and permits
Service charges and fees
Parks and recreation
Investment and other revenues

279,972

11,071
19,165
295,999
763,649
154,673
300,978
89,592

74,589

$50,027

Total Revenues

5,434,866

361,037

50,027

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

3,311,035
240,423
170,107
930,515
11,127
628,554

92,230

Total Expenditures

5,291,761

92,230

143,105

268,807

50,027

4,772,859

5,151,482

3,507,998

$4,915,964

$5,420,289

$3,558,025

NET CHANGE IN FUND BALANCES
FUND BALANCES, BEGINNING OF YEAR
FUND BALANCES, END OF YEAR

See accompanying notes to financial statements
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6,476

Measure A

$299,159

Other
Governmental
Funds

$8,324
134,056

299,159

Total
Governmental
Funds

$2,856,109
523,908
899,906
134,056
107,271

142,380

4,521,250

192,542
149,379

2,199

5,607

203,613
149,379
25,641
295,999
763,649
154,673
300,978
222,014

301,358

489,908

6,637,196

283,823

34,146
114,858
239,832
201,555

3,311,035
240,423
204,253
1,045,373
250,959
1,206,162

283,823

590,391

6,258,205

17,535

(100,483)

1,390

334,762

13,768,491

$18,925

$234,279

$14,147,482

378,991
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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, 2018

Net Change in Fund Balances - Total Governmental Funds

$378,991

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
Depreciation expense

$1,041,676
(947,014)

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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94,662

(29,782)
(41,230)
(962)
$401,679

TOWN OF PORTOLA VALLEY
AGENCY FUNDS
Agency 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 Agency Fund financial statements.
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TOWN OF PORTOLA VALLEY
AGENCY FUNDS
STATEMENT OF NET POSITION
JUNE 30, 2018

Agency
Funds
ASSETS
Cash and investments (Note 2)

$480,922

Accounts and interest receivable
Total Assets

2,382
$483,304

LIABILITIES
Deposits and accrued liabilities

$483,304

Total Liabilities

$483,304

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, 2018
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
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.

B.

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.

C.

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, 2018
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
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:
Agency Funds 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
Government-wide financial statements, but are presented in separate Fiduciary Fund financial
statements.
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. Governmental capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of governmental longterm 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, 2018
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
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
Management adopted the provisions of the following Governmental Accounting Standards Board
(GASB) Statement, which became effective during the year ended June 30, 2018.
The GASB issued Statement No. 75 "Accounting and Financial Reporting for Postemployments
Benefits Plans Other Than Pension Plans.” The objective of this statement is to address reporting by
governments that provide OPEB to their employees and for governments that finance OPEB for
employees of other governments. This statement becomes effective for periods beginning after
June 15, 2017. This standard was adopted for fiscal year ending June 30, 2018. Please refer to the
financial statements, Note 6E and Note 8.
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
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
Additions
Payments

$83,349
88,683
(87,721)

Ending balance

$84,311

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 longterm 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.
H.

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.

I.

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, 2018
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
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.

K.

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, 2018
NOTE 2 - CASH AND INVESTMENTS
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 generally 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.

B.

Classification
Cash and investments are classified in the financial statements as follows:
Statement of Net Position:
Cash and investments
Restricted cash and investments
Cash and investments of the Town
Cash and investments in Agency Funds (separate statement)
Total cash and investments

$14,557,261
1,171,143
15,728,404
480,922
$16,209,326
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018
NOTE 2 - CASH AND INVESTMENTS (Continued)
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
Maturity

Maximum
Percentage of
Portfolio

Maximum
Investment In One
Issuer

N/A

None

$65 million

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

Authorized Investment Type
California Local Agency Investment Fund
U.S. Treasury Obligations

* 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 repurchase or reverse repurchase agreements.
D.

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, 2018, is provided
by the following table:
Cash and
Investments
California Local Agency Investment Fund
Cash in Bank - Brokerage
Cash in Bank - Checking Account
Cash on Hand
Total cash and investments
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Restricted Cash
and Investments

Total

$12,977,092
500,000
1,560,471
620

$1,171,143

$14,148,235
500,000
1,560,471
620

$15,038,183

$1,171,143

$16,209,326

TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018
NOTE 2 - CASH AND INVESTMENTS (Continued)
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, 2018, these investments matured in an average of 193 days.
D.

Credit Risk
Credit Risk is the risk that an issuer will not fulfill its obligation to the holder of the investment.
The Town invests in the California Local Agency Investment Fund, which is not rated.

E.

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.

NOTE 3 - CAPITAL ASSETS
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.
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TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018
NOTE 3 - CAPITAL ASSETS (Continued)
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

20 - 50 years

Improvements other than Buildings

35 years

Buildings and Improvements

20 - 50 years

Equipment

5 - 20 years

Infrastructure - Slurry Seal

5 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.
A.

Capital Assets
Capital assets activities during the fiscal year ended June 30, 2018 was as follows:
Balance
June 30, 2017
Governmental Activities
Capital assets not being depreciated:
Land
Construction in Progress
Total capital assets not being depreciated
Capital assets being depreciated:
Infrastructure
Land improvements
Buildings and improvements
Equipment
Total capital assets being depreciated
Less accumulated depreciation for:
Infrastructure
Land improvements
Buildings and improvements
Equipment
Total accumulated depreciation
Total depreciable assets, net
Capital assets, net
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Additions

Balance
June 30, 2018

$6,690,959
87,355

$129,033

$6,690,959
216,388

6,778,314

129,033

6,907,347

9,532,358
3,101,941
19,805,194
404,771

829,785
1,075
33,127
48,656

10,362,143
3,103,016
19,838,321
453,427

32,844,264

912,643

33,756,907

(2,864,177)
(969,476)
(3,356,654)
(258,441)

(434,520)
(94,242)
(396,436)
(21,816)

(3,298,697)
(1,063,718)
(3,753,090)
(280,257)

(7,448,748)

(947,014)

(8,395,762)

25,395,516

(34,371)

25,361,145

$32,173,830

$94,662

$32,268,492

TOWN OF PORTOLA VALLEY
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2018
NOTE 3 - CAPITAL ASSETS (Continued)
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 Government
Parks and Recreation
Town Center Facilities
Public Safety
Public Works
Total Governmental Activities

$3,764
62,578
440,772
5,380
434,520
$947,014

NOTE 4 - INTERFUND TRANSACTIONS
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, 2018 interfund balances were as follows:
Due From Other funds

Due To Other Funds

Total

General Fund

Public Safety Special Revenue Fund
Gas Tax Special Revenue Fund
Measure M Special Revenue Fund
Grants Special Revenue Fund
Storm Damage Capital Project Fund

$7,539
88,660
8,700
105,747
21,290
$231,936

NOTE 5 - LOANS RECEIVABLE
The Town issued loans to Wayside II Road Maintenance District to maintain the private roads within the
Wayside Road area of the Town. The District repays the Town on an annual basis. As of June 30, 2018,
the remaining balance of the loans is $31,319.
NOTE 6 - NET POSITION AND FUND BALANCES
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.
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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.
B.

Fund Balances
Governmental 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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Detailed classifications of the Town’s fund balances, as of June 30, 2018, are below:

General
Fund
Fund balances:
Nonspendables:
Loans receivable
Total nonspendable

Measure A
Special Revenue
Fund

Other
Governmental
Funds

$106,585
283,209
7,800
33,420
12,521
$3,558,025
5,420,289
47,773
200,000
1,400,000
308,280
100,000
2,056,053

Unassigned

2,828,592
$4,915,964

Total

$31,319
31,319
$5,420,289

Assigned to:
Unfunded pension reserve
Equipment replacement
Capital replacement/repairs
OPEB
Legal contingency
Total assigned

C.

Inclusionary
In-lieu
Special Revenue
Fund

$31,319
31,319

Restricted for:
Open space acquisition
Public safety COPS
Library fund
Measure M
Park in-lieu
Grants
Inclusionary in-lieu
Measure A
Total restricted

Total fund balances

Open Space
Restricted
Special Revenue
Fund

3,558,025

$18,925
18,925

443,535

5,420,289
106,585
283,209
7,800
33,420
12,521
3,558,025
18,925
9,440,774
47,773
200,000
1,400,000
308,280
100,000
2,056,053

(209,256)
$5,420,289

$3,558,025

$18,925

$234,279

2,619,336
$14,147,482

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, 2018 is as follows:

D.

Fiscal 2018-19 Adopted Budget General Fund Operating Expenditures
Multiplied by 60%:
Required minimum unrestricted General Fund fund balance

$5,187,583

General Fund unrestricted fund balance as of June 30, 2018

$4,884,645

$3,112,550

Fund Balance Deficit
As of June 30, 2018, the Public Safety Special Revenue Fund, Gas Tax Special Revenue Fund, and
Storm Damage Capital Project Fund had fund balance deficits of $7,532, $180,434, and $21,290,
respectively. The fund deficits are expected to be eliminated by future revenues.
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E.

Net Position Restatement
Management adopted the provisions of the following Governmental Accounting Standards Board
(GASB) Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other
than Pensions (OPEB), which became effective during the year ended June 30, 2018. In June 2015,
GASB issued Statement No. 75 and the intention of this Statement is to improve the usefulness of
information for decisions made by the various users of the financial reports of governments whose
employees – both active employees and inactive employees – are provided with postemployment
benefits other than pensions by requiring recognition of the entire net OPEB Liability and a more
comprehensive measure of OPEB expense.
The implementation of the Statement required the Town to make prior period adjustment. As a
result, the beginning net position of the Governmental Activities were restated and reduced by
$501,539. See Note 8.

NOTE 7 - 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.
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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.
The Plans’ provisions and benefits in effect at June 30, 2018, are summarized as follows:
Miscellaneous

Classic
Hire date
Benefit Formula
Benefit vesting schedule
Benefit payments
Retirement age
Monthly benefits, as a % of eligible compensation

PEPRA

Prior to January 1, 2013

On or after January 1, 2013

2% at 55

2% at 62

5 years service

5 years service

Monthly for life

Monthly for life

55 - 63

52 - 67

1.426 - 2.418%

1.000 - 2.500%

Required employee contribution rates

7.00%

6.25%

Required employer contribution rates

8.418%

6.533%

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, 2018, the Town’s contributions to the Plan were as follows:

Contributions - employer

B.

Miscellaneous
$141,356

Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions
As of June 30, 2018, 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
$712,486

Miscellaneous
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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, 2017, 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, 2016 rolled forward to June 30, 2017 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, 2017 and 2016 was as follows:
Miscellaneous
Proportion - June 30, 2016

0.02051%

Proportion - June 30, 2017

0.01807%

Change - Increase (Decrease)

-0.00244%

For the year ended June 30, 2018, the Town recognized pension expense of $171,138. At June 30,
2018, the Town reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Pension contributions subsequent to measurement date
Differences between actual and expected experience
Changes in assumptions
Change in employer's proportion and differences between
the employer’s contributions and the employer’s
proportionate share of contributions
Change in proportion
Net differences between projected and actual earnings
on plan investments
Total

Deferred Outflows
of Resources
$141,356
2,325
288,454

Deferred Inflows
of Resources
($33,307)
(21,995)

177,011
36,457

(148,763)
(201,854)

65,236
$710,839

($405,919)

The $141,356 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, 2019. 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

2019

($1,369)

2020

126,779

2021

76,886

2022

(38,732)

Total

$163,564
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Actuarial Assumptions – For the measurement period ended June 30, 2017, the total pension
liability was determined by rolling forward the June 30, 2016 total pension liability. The June 30,
2017 total pension liability is based on the following actuarial methods and assumptions:
Valuation Date

June 30, 2016

Measurement Date

June 30, 2017

Actuarial Cost Method

Entry-Age Normal Cost Method

Actuarial Assumptions:
Discount Rate

7.15%

Inflation

2.75%

Salary Increase
Mortality Rate Table

Varies by Entry Age and Service

Post Retirement Benefit Increase

Derived using CalPERS' Membership Data for
all funds
Contract COLA up to 2.75% until Purchasing
Power Protection Allowance Floor on
Purchasing Power applies, 2.75 % thereafter

(1) The mortality table used was developed based on CalPERS’ specific data. The table
includes 20 years of mortality improvements using Society of Actuaries Scale BB. For
more details on this table, please refer to the 2014 experience study report.

All other actuarial assumptions used in the June 30, 2016 valuation were based on the results of a
January 2015 actuarial experience study for the period 1997 to 2011. Further details of the
Experience Study can be found on the CalPERS website under Forms and Publications.
Change of Assumptions – In 2017, the accounting discount rate reduced from 7.65 percent to 7.15
percent.
Discount Rate – The discount rate used to measure the total pension liability was 7.15 percent. To
determine whether the municipal bond rate should be used in the calculation of the discount rate for
each plan, CalPERS stress tested plans that would most likely result in a discount rate that would be
different from the actuarially assumed discount rate. The tests revealed the assets would not run out.
Therefore, the current 7.15 percent discount rate is appropriate and the use of the municipal bond
rate calculation is not deemed necessary. The long-term expected discount rate of 7.15 percent is
applied to all plans in the Public Employees’ Retirement Fund (PERF). The cash flows used in the
testing were developed assuming that both members and employers will make their required
contributions on time and as scheduled in all future years. The stress test results are presented in a
detailed report called “GASB Crossover Testing Report” that can be obtained at CalPERS website
under the GASB 68 section.
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 (PERF) cash flows.
Taking into account historical returns of all the Public Employees Retirement Funds’ asset classes
(which includes the agent plan and two cost-sharing plans or PERF A, B, and C funds), expected
compound (geometric) returns were calculated over the short-term (first 10 years) and the long-term
(11-60 years) using a building-block approach. Using the expected nominal returns for both shortterm and long-term, the present value of benefits was calculated for each PERF fund. The expected
rate of return was set by calculating the 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 rounded down to the nearest one quarter of one percent.
The table below reflects long-term expected real rate of return by asset class. The rate of return was
calculated using the capital market assumptions applied to determine the discount rate and asset
allocation. The target allocation shown was adopted by the Board effective on July 1, 2015.

Asset Class

Current Target
Allocation

Real Return
Years 1 - 10(a)

47.0%
19.0%
6.0%
12.0%
11.0%
3.0%
2.0%
100%

4.90%
0.80%
0.60%
6.60%
2.80%
3.90%
-0.40%

Global Equity
Global Fixed Income
Inflation Sensitive
Private Equity
Real Estate
Infrastructure and Forestland
Liquidity
Total

Real Return
Years 11+(b)
5.38%
2.27%
1.39%
6.63%
5.21%
5.36%
-0.90%

(a) An expected inflation of 2.5% used for this period.
(b) An expected inflation of 3.0% used for this period.

Sensitivity of the Proportionate Share 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
Net Pension Liability

6.15%
$1,663,312

Current Discount Rate
Net Pension Liability

7.15%
$712,486

1% Increase
Net Pension Liability (Asset)

8.15%
($75,006)

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

General Information about the Town’s Other Post Employment Benefit (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, 2018:
Eligibility
Minimum age before retirement
Minimum required years of service:
Health Benefit - Employer Contribution
Monthly Premiums
BlueShield HMO medical, pharmacy
Kaiser medical, pharmacy coverage
PERSChoice medical, pharmacy coverage

50
5

$128
$128
$128

Employees Covered by Benefit Terms
Membership in the plan consisted of the following at the measurement date of June 30, 2018:
Active employees
Inactive employees or beneficiaries currently
receiving benefit payments
Inactive employees entitled to but not yet
receiving benefit payments
Total
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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, 2018
June 30, 2018
Entry Age Normal
Level Percentage of Payroll
3.91%
1.1%
Based on RP2000 Mortality Table
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
4.6% trending up to 4.7% over 10 years

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

Changes in Total OPEB Liability
The end of the year net OPEB obligation is determined as follows:

Balance at June 30, 2017
Changes Recognized for the Measurement Period:
Service cost
Interest on the total OPEB liability
Changes of benefit terms
Differences between expected and actual experience
Changes of assumptions
Contributions from the employer
Benefit payments
Net changes
Balance at June 30, 2018 (Measurement Date)
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Total OPEB
Liability
$782,641
92,662

(51,432)
41,230
$823,871
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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 (2.91%)
or 1-percentage-point higher (4.91%) than the current discount rate:

Discount Rate -1%
(2.91 %)
$952,987

Total OPEB Liability/(Asset)
Discount Rate
(3.91%)
$823,871

Discount Rate +1%
(4.91%)
$716,878

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 4.6%, trending up
to 4.7% over 10 year:

Trend rate -1%
$688,996

Total OPEB Liability/(Asset)
Current Healthcare Cost
Trend Rates
$823,871

Trend rate +1%
$994,391

NOTE 9 - RISK MANAGEMENT
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, 2018, the Town contributed
$48,492 for current year coverage.
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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.
B.

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, 2018, the Town contributed
$48,163 for current year coverage.

C.

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, 2018 is believed by management to be de
minimis based on the absence of any asserted claims.

NOTE 10 - JOINT POWERS AGREEMENT
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 $15,400. The Town's share of year-end assets, liabilities, or fund equity has not been
calculated by C/CAG.
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B.

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 11 - COMMITMENTS AND CONTINGENT LIABILITIES
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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REQUIRED SUPPLEMENTARY INFORMATION

TOWN OF PORTOLA VALLEY
Pension Plan
Schedule of the Proportionate Share of the Net Pension Liability
Last 10 Fiscal Years*

Measurement Date
Plan's proportion of the Net Pension Liability
(Asset)
Plan's proportion share of the Net Pension
Liability (Asset)
Plan's Covered Payroll
Plan's Proportionate Share of the Net Pension
Liability/(Asset) as a Percentage of its Covered
Payroll
Plan's Proportionate Share of the Fiduciary Net
Position as a Percentage of the Plan's Total
Pension Liability

6/30/2014
0.03873%
$957,322
$993,466

6/30/2015
0.00301%
$82,489
$1,071,540

6/30/2016
0.01508%
$523,840
$1,442,039

6/30/2017
0.01807%
$712,486
$1,522,511

96.36%

7.70%

36.33%

46.80%

83.03%

98.59%

91.78%

89.69%

* 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
Actuarially determined contribution
Contributions in relation to the actuarially
determined contributions
Additional Contributions
Contribution deficiency (excess)
Covered payroll
Contributions as a percentage of covered payroll

6/30/2015

6/30/2016

6/30/2017

6/30/2018

$111,313

$84,007

$116,123

$141,356

(111,313)
(907,699)
($907,699)

(84,007)
$0

(116,123)
$0

(141,356)
$0

$993,466
11.20%

$1,071,540
7.84%

$1,442,039
8.05%

$1,522,511
9.28%

* Fiscal year 2015 was the 1st year of implementation. Additional years will be displayed as they become available.

53

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

Total OPEB Liability (1)
Service Cost
Interest
Changes of benefit terms
Differences between expected and actual experience
Changes of assumptions
Benefit payments
Net change in total OPEB liability
Total OPEB liability - beginning
Total OPEB liability - ending (a)
Covered-employee payroll

$92,662

(51,432)
41,230
782,641
$823,871
$1,522,511

Total OPEB liability as a percentage of covered-employee payroll

54.11%

Notes to Schedule:
(1) No assets are accumulated in a trust that meets the criteria in paragraph 4 of
Governmental 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
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2018

Original Budget
REVENUES
Taxes:
Property taxes
Sales tax
Business license tax and other taxes
Total Taxes
Franchise fees
Utility users tax
Agency revenues
Contributions
Licenses and permits
Service charges and fees
Parks and recreation
Investment and other revenues
Total Revenues
EXPENDITURES
General government
Parks and recreation
Town center facilities
Public safety
Public works
Capital improvement program
Total Expenditures

Final Budget

Actual

Variance
Positive
(Negative)

$2,815,346
218,000
100,000

$2,815,346
218,000
100,000

$2,856,109
216,425
107,271

$40,763
(1,575)
7,271

3,133,346

3,133,346

3,179,805

46,459

286,313
594,834
9,800
108,268
583,500
111,910
328,827
85,900

286,313
594,834
9,800
108,268
583,500
111,910
328,827
85,900

295,999
619,934
11,071
19,165
763,649
154,673
300,978
89,592

5,242,698

5,242,698

5,434,866

192,168

3,399,429
262,400
167,460
932,135
10,800
388,670

3,439,429
262,400
167,460
932,135
10,800
1,034,928

3,311,035
240,423
170,107
930,515
11,127
628,554

128,394
21,977
(2,647)
1,620
(327)
406,374

5,160,894

5,847,152

5,291,761

555,391

9,686
25,100
1,271
(89,103)
180,149
42,763
(27,849)
3,692

Excess (Deficiency) of Revenues
Over Expenses

81,804

(604,454)

143,105

747,559

NET CHANGE IN FUND BALANCE

$81,804

($604,454)

143,105

$747,559

Fund balance at beginning of year

4,772,859

Fund balance at end of year

$4,915,964
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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, 2018
Original and
Final Budget

Actual

Variance
Positive
(Negative)

REVENUES
Utility users tax
Contribution
Investment and other revenues
Total Revenues

$264,372
1,000

$279,972
6,476
74,589

$15,600
5,476
74,589

265,372

361,037

95,665

120,953

92,230

28,723

120,953

92,230

28,723

$144,419

268,807

$124,388

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

5,151,482

Fund balance at end of year

$5,420,289
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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, 2018

Original and
Final Budget

Actual

Variance
Positive
(Negative)

REVENUES
Sales tax
Investment and other revenues
Total Revenues

$283,823

$299,159
2,199

$15,336
2,199

283,823

301,358

17,535

283,823

283,823

283,823

283,823

EXPENDITURES
Capital improvement program
Total Expenditures
Net change in fund balance

17,535

Fund balance at beginning of year

1,390

Fund balance at end of year

$18,925
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$17,535

Note to Budgetary Schedules
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.
2. 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.
3. 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.
4. Prior to July 1, the budget is adopted through the passage of a resolution. All appropriations
lapse at year end.
5. 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.
6. 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 Inlieu Capital Project Fund was not budgeted.
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SUPPLEMENTAL INFORMATION
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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 to be used for traffic
congestion and water pollution mitigation programs.
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.
STORM DAMAGE
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, 2018

Special Revenue Funds
Public
Safety
Gas Tax
COPS

Public
Safety

Library
Fund

ASSETS

Cash and investments
Accounts and interest receivable

$7

$9,975

$106,010
575

$282,941
1,336

$7

$9,975

$106,585

$284,277

Accounts payable
Due to other funds

$101,749
88,660

$1,068

$7,539

Total Liabilities

7,539

190,409

1,068

(7,532)

(180,434)

(7,532)

Total Assets
LIABILITIES

FUND BALANCES (DEFICIT)

Restricted
Unassigned
Total Fund Balance
Total Liabilities and Fund Balances

$7
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$106,585

283,209

(180,434)

106,585

283,209

$9,975

$106,585

$284,277

Special
Revenue Funds
Measure M

Capital Projects Funds
Park
In-Lieu

Grants

Storm
Damage

Totals

$18,296
74,275

$33,270
150

$118,268

$440,517
204,586

$92,571

$33,420

$118,268

$645,103

$76,071
8,700

$105,747

$21,290

$178,888
231,936

84,771

105,747

21,290

410,824

(21,290)

443,535
(209,256)

(21,290)

234,279

7,800

$33,420

12,521

7,800

33,420

12,521

$92,571

$33,420

$118,268

$645,103
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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, 2018

Special Revenue Funds
Public
Safety
Gas Tax
COPS

Public
Safety

Library
Fund

REVENUES
Taxes:
Sales tax
Gas tax
Total taxes
Agency revenues
Grants
Investment and other revenues
Total Revenues

$8,324
$134,056
8,324

86
8,410

134,056

(734)
133,322

$144,379
1,485

$4,295

145,864

4,295

EXPENDITURES
Town center facilities
Public safety
Public works
Capital improvement program
Total Expenditures

34,146
14,858

100,000
223,355
24,749

14,858

248,104

100,000

34,146

Net change in fund balances

(6,448)

(114,782)

45,864

(29,851)

Fund balances at beginning of year

(1,084)

(65,652)

60,721

313,060

($7,532)

($180,434)

$106,585

$283,209

OTHER FINANCING SOURCES

Fund balances (deficit) at end of year
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Special
Revenue Funds

Capital Projects Funds
Park
In-Lieu

Measure M

Grants

Storm
Damage

Totals

$8,324
134,056
142,380
$74,275

$118,267
5,000

192,542
149,379
5,607

123,267

489,908

9,877
74,275

6,600
102,531

34,146
114,858
239,832
201,555

84,152

109,131

590,391

14,136

(100,483)

5

$470

74,280

470

(9,872)

470

17,672

32,950

$7,800

$33,420

(1,615)
$12,521
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($21,290)

334,762

($21,290)

$234,279

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, 2018
Public Safety
Budget
REVENUES
Taxes
Sales tax
Gas tax
Total taxes

$14,858
14,858

Agency revenues
Grants
Investment and other revenues
Total Revenues
EXPENDITURES
Town center facilities
Public safety
Public works
Capital improvement program
Total Expenditures

Actual

$8,324
8,324

86
14,858

8,410

14,858

14,858

14,858

Gas Tax
Variance
Positive
(Negative)

Variance
Positive
(Negative)

Budget

Actual

$138,161

$134,056

($4,105)

138,161

134,056

(4,105)

($6,534)
(6,534)

86
(6,448)

14,858

(734)

(734)

138,161

133,322

(4,839)

251,450
28,000

223,355
24,749

28,095
3,251

279,450

248,104

31,346

Excess (Deficiency) of Revenues
Over Expenses

(6,448)

(6,448)

(141,289)

(114,782)

(36,185)

Net change in fund balances

(6,448)

($6,448)

($141,289)

(114,782)

($36,185)

Fund balances, beginning of Year

(1,084)

(65,652)

($7,532)

($180,434)

Fund balances (deficit), end of Year
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Public Safety COPS
Variance
Positive
Budget
Actual
(Negative)

$100,000

Library Fund
Budget

Actual

($45,000)

($75,308)

9,773

5

(9,768)

4,295

(75,308)

129,048

74,280

(54,768)

34,146

40,457
5,000
11,000
109,275

9,877
74,275

1,123
35,000

120,275

84,152

36,123

$79,603

$4,295

100,000

145,864

45,864

79,603

100,000

100,000

74,603
5,000

79,603

Actual

$74,275

$44,379
1,485

100,000

Budget

Variance
Positive
(Negative)

$119,275
$144,379
1,485

100,000

Measure M
Variance
Positive
(Negative)

34,146

45,457

45,864

45,864

(29,851)

(120,765)

8,773

(9,872)

(18,645)

45,864

$45,864

(29,851)

($120,765)

$8,773

(9,872)

($18,645)

60,721

313,060

17,672

$106,585

$283,209

$7,800
(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, 2018
Grants

Storm Damage

Actual

Variance
Positive
(Negative)

$6,600

$118,267
5,000

$118,267
(1,600)

Total Revenues

6,600

123,267

116,667

EXPENDITURES
Town center facilities
Public safety
Public works
Capital improvement program

31,600
98,200

6,600
102,531

25,000
(4,331)

129,800

109,131

20,669

(123,200)

14,136

95,998

($123,200)

14,136

$95,998

Budget

Budget

Actual

REVENUES
Taxes
Sales tax
Gas tax
Total taxes
Agency revenues
Grants
Investment and other revenues

Total Expenditures
Excess (Deficiency) of Revenues
Over Expenses
Net change in fund balances
Fund balances, beginning of Year
Fund balances (deficit), end of Year

(1,615)
$12,521

68

($21,290)
($21,290)

Variance
Positive
(Negative)

AGENCY FUNDS
Agency Funds are presented separately from the Government-wide and Fund financial statements.
Agency 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
ARROWHEAD MEADOWS MAINTENANCE DISTRICT
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TOWN OF PORTOLA VALLEY
AGENCY FUNDS
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FOR THE YEAR ENDED JUNE 30, 2018
Balance
June 30, 2017

Additions

Deductions

Balance
June 30, 2018

Crescent Maintenance District
Assets
Cash and investments
Accounts and interest receivable
Total assets

$102,576
477

$12,783
74

$75

$115,284
551

$103,053

$12,857

$75

$115,835

$103,053

$12,857

$75

$115,835

$29,953
50

$1,116
92

$92

$30,977
142

$30,003

$1,208

$92

$31,119

$30,003

$1,208

$92

$31,119

$5,334
14

$1,979
10

$10

$7,303
24

$5,348

$1,989

$10

$7,327

$5,348

$1,989

$10

$7,327

Liabilities
Deposits and other liabilities
Portola Valley Ranch Maintenance District
Assets
Cash and investments
Accounts and interest receivable
Total assets
Liabilities
Deposits and other liabilities
Wayside Road I Maintenance District
Assets
Cash and investments
Accounts and interest receivable
Total assets
Liabilities
Deposits and other liabilities

(Continued)
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Wayside Road II Maintenance District
Assets
Cash and investments
Accounts and interest receivable
Total assets

$19,060
792

$99,268

$65,594
458

$52,734
334

$19,852

$99,268

$66,052

$53,068

$19,852

$99,268

$66,052

$53,068

$228,691
1,951

$59,787

$13,854
620

$274,624
1,331

$230,642

$59,787

$14,474

$275,955

$230,642

$59,787

$14,474

$275,955

$230,642

$59,787

$14,474

$275,955

Liabilities
Deposits and other liabilities
Woodside Highlands Maintenance District
Assets
Cash and investments
Accounts and interest receivable
Total assets
Liabilities
Deposits and other liabilities
Total liabilities
Arrowhead Meadows Maintenance District
Assets
Cash and investments

($1,800)

$1,800

($1,800)

$1,800

Liabilities
Deposits and other liabilities
Total Agency Funds
Assets
Cash and investments
Accounts and interest receivable
Total assets

$383,814
3,284

$176,733
176

$79,625
1,078

$480,922
2,382

$387,098

$176,909

$80,703

$483,304

$387,098

$176,909

$80,703

$483,304

Liabilities
Deposits and other liabilities
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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, 2018, and have issued our report
thereon dated January 18, 2019.
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. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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 January 18, 2019 which is an
integral part of our audit and should be read in conjunction with this report.
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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
January 18, 2019
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