Portola Valley Financial Primer

A high-level view of our current financials




Welcome

Goal: provide a high-level understanding of the Town’s finances and services
* Background
* Demographics
* Why are we a Town
* Financial status
* Highlights
* How we got here
* Revenues
* Expenses
* Financial Status FY25/26
* Future
* What services do we need and want?
* Next steps



Demographics

Founded June 239, 1964, with goals to preserve the beauty of the land, the area's
rural charm, control zoning, and protect the local environment

We pride ourselves on our volunteerism and efficient government
* Unlike most jurisdictions volunteerism s a core value

Portola Valley is an affluent, educated, and mature community in San Mateo County

Total Population: Estimated at 4,300 to 4,400. The population has seen a slight
decline over the last decade, peaking in 2016 at roughly 4,600.

Age Distribution: 65 and older: ~44%; 45 to 64:~24%; 25to44:~10%; Under 18: ~20%

In a recent survey residents indicated a high level of satisfaction
* Survey “Satisfaction With Overall Quality of Life in the Town” at 90%
* Residents tend to stay and turn-over is relatively low



Why are we a Town?

In 1964, we chose a set of community values
and created a Town to embody those values

Directly from the Portola Valley General Plan:

=  To preserve and enhance the natural features and = To conserve the rural quality of Portola Valley and
open space of the planning area because they are maintain the town as an attractive, tranquil, family-
unusual and valuable assets for the planning area, the oriented residential community for all generations
Peninsula and the entire Bay Area. compatible with the many physical constraints and

: . natural features of the area.
= To allow use of the planning area by residents and

others but to limit that use so that the natural
attributes of the planning area can be sustained over
time.



Our values led to a unique set of guidelines

Minimal lighting so that the presence of =

development at night is difficult to
determine, so that the subtle changes
between day and night are easily

discernible and so that the stars may be .

readily seen at night.

Minimal man-made noise so that the
prevailing sense tends to be one of quiet
except for the sounds of nature.

Man-made features which blend in with .

the natural environment in terms of
scale, materials, form and color.

An overall impression of open space,
natural terrain and vegetation,
interrupted minimally by the works of
people.

Narrow roads bordered by natural terrain
and native vegetation.

Unobtrusive entrances to properties,
primarily designed to identify addresses
and provide safe access.

Minimal use of fencing except when
necessary to control animals and
children on properties and then of a

design which is minimally visible from
off-site.

The ability to maintain horses on
private properties and to enjoy a trail
system throughout the town.

Paths and trails that allow for easy
access throughout the town.

Agricultural pursuits in appropriate
locations.

[From the Portola Valley General Plan]

Our Town is a special and wonderful place to live.
Without these values Portola Valley would likely be a very different place.
These intentional choices. Local governance allow us to maintain these choices



Financial Highlights

= The majority our revenue comes from property taxes (55% of our total revenue)

= We were considered a low/no tax jurisdiction. Based on Prop 13 we receive 4.3% of property
tax collected and an additional allocation of 2.7% from the County to bring us up to 7%

= \We received additional revenue from utility user tax (15%) and sales tax (5%)

= The Sheriff’s Office contract remains the town’s largest single expense and continues to
increase. For FY26/27 we will see a $197,000 increase in the contract compared to this year,
and a one-time cost of $311,000 when ARPA grants and credits from the County expire. The
total cost for the policing contract is projected to reach $2.5 million for the coming fiscal
year.

= Consultant expenses are high because we augment staff, particularly Building and Planning
= Generally, expenses are increasing faster than revenues

= We are in a structural deficit, $700K deficit next fiscal year



How we got here: past years

Lack of appropriate financial discipline
* Understaffed finance department (slow to react)
* Backlog of audits (delayed recognition)

Significant increases in public safety expenses
Increasing state mandates: Housing Element, Safety Element, etc.
Revolving door of personnel

Poor management of consultant budgets
Increasing personnel costs

Out-of-date master fee schedule

Prop 13 —sharply limited our property tax revenue
* For example, Woodside’s budget is 60% higher, population 18% higher



Property Tax Breakdown: The Town receives the lowest percentage of revenue in the County. This rate was
e —— get With the passage of Proposition 13 in the late 70s.
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FY 2025-26 BUDGET
SOURCES - GENERAL FUND

I t eve I l u e S Charges for Services Use of Money & Miscellaneous

11% Property 1%
4%

Intergovernmental
0% Transfers In

0%

e General fund revenues consist of

property tax ($4.3M), utility user Lcenses & Permit
($1.2M) and sales tax ($322K). ~74% = {
of the general fund revenues Fines & Forfeitures
 The general fund pays most of the -
operating and capital expenses of Franchise Fees
the Town —
 We have other restricted funds, %
but they are legally off limits for

Property Taxes
54%

general obligations

* Open Space and Housing funds Utility Users Tax
are examples =

Sales & Use Tax
4%




Expenses

* How we spend our money:

Contract: Sheriff, WFPD, Attorney
Salaries/Benefits: Self explanatory
Consultants: Staff augmentation

Services: Insurance, software
licensing, admin costs, supplies, etc.

Maintenance: Buildings and grounds

* Whatis funded:

Operations: PlanninE/Building,
Finance, Public Works, Administration

Complying with state mandates

* Transfers to Capital Improvement

Projects

Consultants
15%

Contract
31%

FY 25-26 BUDGET
USES - GENERAL FUND

Development
0%

Transfers Out
Y 0%

Salaries
29%

Maintenance
4%

Services
11%

Benefits
10%




Financial Status FY25/26

= The fundamental issue: expenses are increasing fast than revenue
= Revenue for FY 25/26:$ 7,952,775
= Expenses for FY 25/26: $8,215,795
= Revenuesrise at roughly 4%

" Expensesrise at roughly 6%

= \We are in ongoing structural deficit. Next year’s deficit will be ~$700,000 due to
increased public safety costs, town projects and cost-of-living adjustments

® Qur local government is underfunded



Overview

FY2022 - FY2031

Changes in Sheriff’s

Town of Portola Valley
Fiscal Activity and Forecast
From FY 2022-23 through FY 2030-31

$12,000,000

$10,000,000

contract
e $1Mto $2.5M

GI’OWing expenses ——— | $4,000,000

* Inflation
* Medical premiums

Housing Element / AN

Change in reserve policy
* 60% to 20%

Ongoing deficits

$8,000,000

$6,000,000

$2,000,000

$

-24  FY 2024-25 FY =26 FY 2026-27 FY2027-28 FY2028-29 FY2029-30 FY 2030-31

$(2,000,000) /V

@ Policy
e Revenue
e xpenses

e GF Reserve
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* Onour current path the Town
runs out of money FY30/31




Ongoing and Outstanding Issues

Capital Improvement Projects and Maintenance
* Roads (PCI)
e Storm drains
* Parks, Library, Fields and Grounds
* Open space
* Schoolhouse video conference upgrades for remote participation
* 20-year-old Town Center
* Aging vehicle fleet

Unfunded liabilities, increasing medical expenses

Adequate staffing to meet external demands

Properly sized Reserve Fund
* Whatis areasonable reserve? — Woodside is roughly 75%; our old policy was 60%

Clearly defined service level policy and long-term financial spending plan



What Services Do We Want To Fund

* Highly rated services from survey: public safety, emergency preparedness
(wildfire, earthquake), and evacuation planning

* Public Safety: Law enforcement and fire resilience improvements
* Alpine Corridor study (traffic safety and evacuation)

* Additional maintenance and capital improvements projects
 Bathrooms, court resurfacing
* Trails and open space

e Government services

* Are we providing sufficient service? Counter hours are currently 8:30am-12pm
Monday to Thursday.

* Do we want to increase service levels for building and planning services?



Funding Summary

* We need to raise $1.5 to $2M annually to put us on solid footing and provide a
small cushion

* Funding, subject to Council direction, might go toward:
* Deferred maintenance (scoping and funding capital projects)
* Increasing law enforcement costs
* Additional fire prevention and more generally preparing of natural disasters
* Improved evacuation routes
* Impacts of climate changes
* Balancing the budget
* Matching grants
* Providing appropriate levels of public service
* Recreation facilities improvements



Possible Options

* Finance committee investigated

 Real Property Transfer Tax (RPTT)
 Various rates: $7/1000 (0.7%) and $10/1000 (1%)
* Requires 50%+1 vote

* Parcel Tax
1,527 parcels
* Requires 2/3 vote

* Unincorporate
* Planning goes to County (limited influence over future decisions (e.g., Hawthorns)

* Smaller saving investigated: Reallocate UUT, synergy w/Woodside
* Longer term possibilities: Join with Ladera (increased property / sales taxes)



Current Status

* Activity

* Finance committee reviewed funding options
Council has reviewed finance committee recommendations
Town survey (focused on general views plus one option: RPTT)
Portola Valley Conversation (website: Community->Engagement)
Council has directed staff to review Charter and RPTT
Final decisions in July



Real Property Transfer Tax (RPTT)

* What is RPTT (sometimes referred to as a real estate transfer tax)?
* Atax paid by the buyer or seller when a house is sold
* Requires voter approved Charter Town measure to enact

* Approximately 26% of cities in California are Charter Cities
* Nearby jurisdictions that are Charter Cities with a tax component
 San Mateo, Berkeley, and Piedmont

 Polled rates:
« $7/1000 (0.7%) and $10/1000 (1%)



Next Steps

* Review current services
* Review needs of the community
* Review unfunded maintenance and capital projects

* Review options for becoming a charter town (in progress)
* Arequired step for RPTT

* Finalize a target funding requirement
* Determine if a real property transfer tax is appropriate and set a rate

e Submit a ballot item for the November election



Questions
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