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The Portola Valley School District (County of San Mateo, California) 2009 General Obligation Refunding Bonds (the “Refunding 
Bonds”), are being issued under the laws of the State of California and pursuant to a resolution of the Governing Board of the Portola 
Valley School District, County of San Mateo, California (the “District”).  The proceeds of the Refunding Bonds will be used to current
refund all of the outstanding principal amount of the Portola Valley School District (County of San Mateo, California) General Obligation 
Bonds, Election of 1998, Series 1998 (the “Prior Bonds”), of which $4,720,000 remains outstanding.  The Series 1998 Bonds were issued 
for the purposes of funding the acquisition of and improvements to real property for authorized school purposes.  The Series 1998 Bonds 
were authorized at an election of the registered voters of the District held on June 2, 1998 (the “1998 Election”), at which at least two-thirds 
of the persons voting on the measure voted to authorize the issuance and sale of the Series 1998 Bonds.  

The Refunding Bonds are general obligations of the District payable solely from ad valorem taxes.  The Board of Supervisors of 
the County of San Mateo (the “County”) is empowered and is obligated to levy ad valorem taxes, without limitation of rate or amount, upon 
all property within the District subject to taxation (except certain personal property which is taxable at limited rates), for the payment of 
interest on and principal of the Refunding Bonds when due.

The Refunding Bonds are issued in book-entry form only, and are initially issued and registered in the name of Cede & Co. as 
nominee for The Depository Trust Company, New York, New York (collectively referred to herein as “DTC”).  Purchasers will not receive 
certificates representing their interest in the Refunding Bonds.

The Refunding Bonds are dated the date of their delivery.  Interest with respect to the Refunding Bonds accrues from the date of 
delivery of the Refunding Bonds and is payable semiannually on February 1 and August 1 of each year, commencing February 1, 2010.  
The Refunding Bonds are issuable in denominations of $5,000 or any integral multiple thereof.

Payments of principal of and interest on the Refunding Bonds will be made by The Bank of New York Mellon Trust Company, 
N.A., as the paying agent, registrar and transfer agent (the “Paying Agent”), to DTC for subsequent disbursement to DTC Participants 
(defined herein) who will remit such payments to the beneficial owners of the Refunding Bonds.  (See “THE REFUNDING BONDS—
Book-Entry-Only System”).

The Refunding Bonds are subject to redemption prior to maturity as described herein.

MATURITY SCHEDULE
(See Inside Front Cover)

The following firm is serving as Financial Advisor to the District:

This cover page contains certain information for reference only.  It is not a summary of this issue.  Investors must read the 
entire Official Statement to obtain information essential to the making of an informed investment decision.

Pursuant to the terms of a public sale on ___________, 2009, the Refunding Bonds were awarded to ____________, as 
Underwriter, at a true interest cost of ____%. The Refunding Bonds will be offered when, as and if issued by the District and received by 
the Underwriter, subject to the approval of legality by Kutak Rock LLP, Bond Counsel.  Kutak Rock LLP is also serving as Disclosure 
Counsel to the District.  The Refunding Bonds, in book-entry form, will be available for delivery through DTC in New York, New York, on 
or about December 1, 2009.

The date of this Official Statement is __________, 2009.

                                                  
* Preliminary, subject to change.
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MATURITY SCHEDULE, INTEREST RATES, YIELDS AND CUSIPS

Maturity
(August 1)

Principal
Amount

Interest 
Rate Yield

CUSIP†

([_____])
Maturity

(August 1)
Principal
Amount

Interest
Rate Yield

CUSIP†

([_____])

                                                  
† Copyright 2009, American Bankers Association.  CUSIP data herein is provided by Standard & Poor’s, CUSIP Service Bureau, 
a division of The McGraw-Hill Companies, Inc.  This data is not intended to create a database and does not serve in any way as a 
substitute for the CUSIP Service.  CUSIP numbers are provided for convenience of reference only.  Neither the District nor the 
Underwriter assume any responsibility for the accuracy of such numbers.



This Official Statement does not constitute an offering of any security other than the original 
offering of the Refunding Bonds of the District.  No dealer, broker, salesperson or other person has been 
authorized by the District to give any information or to make any representations other than as contained 
in this Official Statement, and if given or made, such other information or representation not so 
authorized should not be relied upon as having been given or authorized by the District.

The issuance and sale of the Refunding Bonds have not been registered under the Securities Act 
of 1933 or the Securities Exchange Act of 1934, both as amended, in reliance upon exemptions provided 
thereunder.  This Official Statement does not constitute an offer to sell or a solicitation of an offer to buy 
in any state in which such offer or solicitation is not authorized or in which the person making such offer 
or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or 
solicitation.

The information set forth herein, other than that provided by the District, has been obtained from 
sources which are believed to be reliable, but is not guaranteed as to accuracy or completeness, and is not 
to be construed as a representation by the District.  The information and expressions of opinions herein 
are subject to change without notice and neither delivery of this Official Statement nor any sale made 
hereunder shall, under any circumstances, create any implication that there has been no change in the 
affairs of the District since the date hereof.  This Official Statement is submitted in connection with the 
sale of the Refunding Bonds referred to herein and may not be reproduced or used, in whole or in part, for 
any other purpose.

This Official Statement contains statements relating to future results that are “forward-looking 
statements” as defined in the Private Litigation Reform Act of 1995.  When used in this Official 
Statement, the words “estimate,” “forecast,” “projection,” “intend,” “expect” and similar expressions 
identify forward-looking statements.  Any forward-looking statement is subject to uncertainty and risks 
that could cause actual results to differ, possibly materially, from those contemplated in such forward-
looking statements.  Inevitably, some assumptions used to develop forward-looking statements will not be 
realized or unanticipated events and circumstances may occur.  Therefore, investors should be aware that 
there are likely to be differences between forward-looking statements and actual results; those differences 
could be material.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR 
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 
REFUNDING BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN 
THE OPEN MARKET.  SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT 
ANY TIME.  THE UNDERWRITER MAY OFFER AND SELL THE REFUNDING BONDS TO 
CERTAIN DEALERS AND DEALER BANKS AND BANKS ACTING AS AGENT AT PRICES 
LOWER THAN THE PUBLIC OFFERING PRICES STATED ON THE COVER PAGE HEREOF AND 
SAID PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE 
UNDERWRITER.
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$4,900,000*

PORTOLA VALLEY SCHOOL DISTRICT
(COUNTY OF SAN MATEO, CALIFORNIA)

2009 GENERAL OBLIGATION REFUNDING BONDS
(BANK QUALIFIED)

INTRODUCTION

This Official Statement, which includes the cover page and appendices hereto, provides 
information in connection with the sale of Portola Valley School District (County of San Mateo, 
California) 2009 General Obligation Refunding Bonds (the “Refunding Bonds”).

This Introduction is not a summary of this Official Statement.  It is only a brief description of and 
guide to, and is qualified by, more complete and detailed information contained in the entire Official 
Statement, including the cover page and appendices hereto, and the documents summarized or described 
herein.  A full review should be made of the entire Official Statement.  The offering of the Refunding 
Bonds to potential investors is made only by means of the entire Official Statement.

The District

The Portola Valley School District (the “District”) currently provides educational services to the 
residents of the Portola Valley community.  The District is located about 37 miles south of San Francisco, 
on the edge of Silicon Valley, in the hills above Stanford University.  The District is under the jurisdiction 
of the San Mateo County (the “County”) Office of Education.  The District currently operates two 
schools, and services grades kindergarten through eighth grade.  For Fiscal Year 2009-10, the assessed 
valuation of property on the District’s secured property tax roll is $3,722,809,237.

The District is governed by a five-member Governing Board (the “Board”), each member of 
which is elected to a four-year term.  Elections for positions to the Board are held every two years, 
alternating between two and three available positions.  The management and policies of the District are 
administered by a Superintendent appointed by the Board who is responsible for day to day District 
operations as well as the supervision of the District’s other personnel.  See “APPENDIX A—CERTAIN 
INFORMATION CONCERNING THE DISTRICT.”

Purpose of the Refunding Bonds

The proceeds from the sale of the Refunding Bonds will be used to current refund all of the 
District’s outstanding Portola Valley School District (County of San Mateo, California) General 
Obligation Bonds, Election of 1998, Series 1998 (the “Prior Bonds”), by paying interest and the 
redemption price on the Prior Bonds on December 2, 2009, and (b) to pay all legal, financial and 
contingent costs in connection therewith.  For more information on the Prior Bonds, see “THE 
REFUNDING BONDS—Authority for Issuance” herein.

Concurrently with the issuance of the Refunding Bonds, the District will enter into an Escrow 
Agreement (the “Escrow Agreement”) with The Bank of New York Mellon Trust Company, N.A. (the 
“Escrow Agent”), pursuant to which the District will deposit in the escrow fund (the “Escrow Fund”) for 
the benefit of the Prior Bonds, cash which shall be sufficient to pay interest and the redemption price due 
on the Prior Bonds on December 2, 2009.

                                                  
* Preliminary, subject to change.
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Authority for Issuance of the Refunding Bonds

The Refunding Bonds are issued pursuant to certain provisions of the State of California 
Government Code, pursuant to a resolution adopted by the Board on October 21, 2009 (the “Resolution”)
and in accordance with the terms of a Paying Agent Agreement, dated as of December 1, 2009 (the 
“Paying Agent Agreement”), by and between the District and The Bank of New York Mellon Trust 
Company, N.A., as paying agent (the “Paying Agent”).  See “THE REFUNDING BONDS—Authority 
for Issuance.”

Sources of Payment for the Refunding Bonds

The Board of Supervisors of the County (the “County Board”) has the power and is obligated to 
annually levy ad valorem taxes upon all property subject to taxation in the District, without limitation as 
to rate or amount (except certain personal property which is taxable at limited rates), for the payment of 
the principal of, redemption premium, if any, and interest on the Refunding Bonds.  See “SECURITY 
AND SOURCES OF PAYMENT” and “APPENDIX A—CERTAIN INFORMATION CONCERNING 
THE DISTRICT.”

Description of the Refunding Bonds

Form and Registration.  The Refunding Bonds are issued in fully registered form only, without 
coupons.  The Refunding Bonds are initially registered in the name of Cede & Co., as nominee of The 
Depository Trust Company, New York, New York (“DTC”).  DTC will act as securities depository for
the Refunding Bonds.  See “THE REFUNDING BONDS—General Provisions” and “THE REFUNDING 
BONDS—Book-Entry-Only System.”  In the event that the book-entry-only system described herein is 
no longer used with respect to the Refunding Bonds, the Refunding Bonds will be registered in 
accordance with the Resolution and the Paying Agent Agreement.

Denominations.  Individual purchases of  interests in the Refunding Bonds are available to 
purchasers of the Refunding Bonds in the denominations of $5,000 principal amount or any integral 
multiple thereof.

Redemption.  The Refunding Bonds are subject to redemption prior to maturity, as described 
herein.  See “THE REFUNDING BONDS—Redemption” herein.

Payments.  Interest on the Refunding Bonds accrues from the date of delivery, and is payable 
semiannually on each February 1 and August 1 (each a “Bond Payment Date”), commencing February 1, 
2010.  Principal of the Refunding Bonds is payable on August 1, commencing August 1, 2010, in the 
amounts and years as set forth on the cover page hereof.  Payments of the principal and interest on the 
Refunding Bonds will be made by the Paying Agent to DTC for subsequent disbursement through DTC 
Participants (defined herein) to the beneficial owners of the Refunding Bonds.

Tax Matters

In the opinion of Kutak Rock LLP, Bond Counsel, under existing laws, regulations, rulings and 
judicial decisions and assuming the accuracy of certain representations and continuing compliance with 
certain covenants, interest on the Refunding Bonds is excluded from gross income for federal income tax 
purposes and is not a specific preference item for purposes of the federal alternative minimum tax.  Bond 
Counsel is further of the opinion that under existing laws, regulations, rulings and judicial decisions, 
interest on the Refunding Bonds is exempt from State of California personal income taxes.  For a more 
complete description, see “TAX MATTERS” herein.
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Offering and Delivery of the Refunding Bonds

The Refunding Bonds are offered when, as and if issued, subject to approval as to their legality 
by Bond Counsel.  It is anticipated that the Refunding Bonds in book-entry form will be available for 
delivery through DTC in New York, New York, on or about December 1, 2009.

Bondowners’ Risks

The Refunding Bonds are payable from ad valorem taxes which may be levied without limitation 
as to rate or amount (except with respect to certain personal property which is taxable at limited rates) on 
all taxable property in the District.  For more complete information regarding the District’s financial 
condition and taxation of property within the District, see “SECURITY AND SOURCES OF 
PAYMENT” and “APPENDIX A—CERTAIN INFORMATION CONCERNING THE DISTRICT.”

Continuing Disclosure

The District has covenanted that it will comply with and carry out all of the provisions of the 
Continuing Disclosure Certificate.  “Continuing Disclosure Certificate” shall mean that certain 
Continuing Disclosure Certificate relating to disclosure of annual financial information and notices of 
certain events executed by the District as of the date of issuance and delivery of the Refunding Bonds, as 
it may be amended from time to time in accordance with the terms thereof.  See “LEGAL MATTERS—
Continuing Disclosure” and “APPENDIX D—FORM OF CONTINUING DISCLOSURE 
CERTIFICATE.”

Professionals Involved in the Offering

Kutak Rock LLP is acting as Bond Counsel and Disclosure Counsel to the District with respect to 
the Refunding Bonds.  Keygent LLC is acting as Financial Advisor to the District with respect to the 
Refunding Bonds.  Bond Counsel, Disclosure Counsel and Financial Advisor will receive compensation 
from the District contingent upon the sale and delivery of the Refunding Bonds.

Other Information

This Official Statement speaks only as of its date, and the information contained herein is subject 
to change.  Any capitalized terms not otherwise defined herein shall have the meaning set forth in the 
Resolution.

Copies of documents referred to herein and information concerning the Refunding Bonds are 
available from the office of the Assistant Superintendent, Portola Valley School District, 4575 Alpine 
Road, Portola Valley, California 94028, telephone: (650) 851-1777.  The District may impose a charge 
for copying, mailing and handling.

No dealer, broker, salesperson or other person has been authorized by the District to give any 
information or to make any representations other than as contained herein and, if given or made, such 
other information or representations must not be relied upon as having been authorized by the District.  
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall 
there be any sale of the Refunding Bonds by a person in any jurisdiction in which it is unlawful for such 
person to make such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Refunding 
Bonds.  Statements contained in this Official Statement that involve estimates, forecasts or matters of 
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opinion, whether or not expressly so described herein, are intended solely as such and are not to be 
construed as representations of fact.  The summaries and references to documents, statutes and 
constitutional provisions referred to herein do not purport to be comprehensive or definitive, and are 
qualified in their entireties by reference to each such documents, statutes and constitutional provisions.

The information set forth herein, other than that provided by the District, has been obtained from 
official sources which are believed to be reliable, but it is not guaranteed as to accuracy or completeness, 
and is not to be construed as a representation by the District.  The information and expressions of 
opinions herein are subject to change without notice and neither delivery of this Official Statement nor 
any sale made hereunder shall, under any circumstances, create any implication that there has been no 
change in the affairs of the District since the date hereof.  This Official Statement is submitted in 
connection with the sale of the Refunding Bonds referred to herein and may not be reproduced or used, in 
whole or in part, for any other purpose.

THE REFUNDING BONDS

Authority for Issuance

The Refunding Bonds are issued pursuant to the provisions of Articles 9 and 11 of Chapter 3 of 
Part 1 of Division 2 of Title 5 of the California Government Code (the “Refunding Act”), and other 
applicable law, pursuant to the Resolution adopted by the Board on October 21, 2009 and in accordance 
with the terms of the Paying Agent Agreement.

The District received authorization for the Series 1998 Bonds at an election held on June 2, 1998, 
by at least a two-thirds majority of the votes cast by eligible voters within the District to issue up to $17 
million of bonds of the District (the “1998 Authorization”).  The net proceeds of the Refunding Bonds
will be used to current refund the Series 1998 Bonds.

General Provisions

The Refunding Bonds will be dated the date of delivery.  Interest on the Refunding Bonds is first 
payable on February 1, 2010, and thereafter on February 1 and August 1 of each year (each an “Interest 
Payment Date”).  The Refunding Bonds shall be dated the date of their delivery and shall bear interest 
from the Interest Payment Date next preceding the date of authentication thereof unless it is authenticated 
as of a day during the period from the sixteenth day of the month next preceding any Interest Payment 
Date to that Interest Payment Date, or unless it is authenticated on or before January 15, 2010, in which 
event it shall bear interest from the date of their delivery.

The Refunding Bonds shall be issued as bonds registered as to both principal and interest, in the 
denominations of $5,000 or any integral multiple thereof.  The Refunding Bonds will be registered in the 
name of “Cede & Co.,” as nominee of The Depository Trust Company, New York, New York, and shall 
be initially issued as one bond for each of the maturities of the Refunding Bonds, in the principal amounts 
set forth on the inside front cover hereof.

The Refunding Bonds mature on August 1 in each of the years and principal amounts and bear 
interest at the annual rates set forth on the inside cover page hereof. Interest on the Refunding Bonds 
shall be calculated on the basis of a 360-day year consisting of twelve 30-day months.

Payment of interest on any Refunding Bond on any Interest Payment Date shall be made to the 
person appearing on the registration books of the Paying Agent as the Owner thereof as of the Record 
Date immediately preceding such Interest Payment Date, such interest to be paid by check mailed to such 
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Owner on the Interest Payment Date at his address as it may have filed with the Paying Agent for that 
purpose on or before the Record Date.  The “Record Date” is the close of business on the fifteenth day of 
the month preceding each Interest Payment Date. The Owner in an aggregate Principal Amount of 
$1,000,000 or more may request in writing to the Paying Agent that such Owner be paid interest by wire 
transfer to the bank and account number on file with the Paying Agent as of the Record Date.  The 
principal, interest and prepayment premiums, if any, payable on the Refunding Bonds shall be payable 
upon maturity or prepayment upon surrender at the principal office of the Paying Agent.  The interest, 
principal and prepayment premiums, if any, on the Refunding Bonds shall be payable in lawful money of 
the United States of America.  The Paying Agent is authorized to pay the Refunding Bonds when duly 
presented for payment at maturity, and to cancel all Refunding Bonds upon payment thereof.  The 
Refunding Bonds are general obligations of the District.

Annual Debt Service

The following table summarizes the annual debt service requirements of the District for the 
Refunding Bonds and the District’s general obligation bonds which will remain outstanding after the 
issuance of the Refunding Bonds:

Year
Ending

August 1

Refunding Bonds
Principal 
Payments

Refunding Bonds
Interest Payment

Total Refunding 
Bonds

Debt Service
Other General 

Obligation Bonds
Total All General 
Obligation Bonds

2010 $1,082,166.26
2011 1,086,003.76
2012 1,083,816.26
2013 1,080,953.76
2014 1,087,416.26
2015 1,082,766.26
2016 1,082,406.26
2017 1,086,031.26
2018 1,083,031.26
2019 1,083,591.26
2020 1,082,703.76
2021 1,080,411.26
2022 1,081,458.76
2023 1,086,043.76
2024 1,083,418.76
2025 1,078,918.76
2026 1,077,918.76
2027 1,080,168.76
2028 1,080,418.76
2029 1,473,668.76
2030 1,475,168.76
2031 1,471,750.00

Total 24,990,231.46

Application and Investment of Refunding Bond Proceeds

The net proceeds from the sale of the Refunding Bonds shall be transferred to the Escrow Agent 
for deposit in the Escrow Fund established under the Escrow Agreement, which amount is necessary to 
refund the Prior Bonds.  Proceeds of the sale of the Refunding Bonds necessary to pay all costs of issuing 
such Refunding Bonds shall be deposited in the fund of the District established by the Paying Agent 
known as the “Portola Valley School District Refunding Bond Cost of Issuance Fund” and shall be kept 



6

separate and distinct from all other District funds, and those proceeds shall be used solely for the purpose 
of paying costs of issuance of the Refunding Bonds.

The accrued interest and any premium received by the District from the sale of the Refunding 
Bonds shall be kept separate and apart in the Debt Service Fund and used only for payments of principal 
and interest on the Refunding Bonds.  Any excess proceeds of the Refunding Bonds not needed for the 
authorized purposes set forth herein for which the Refunding Bonds are being issued shall be transferred 
to the Debt Service Fund and applied to the payment of principal and interest on the Refunding Bonds.  If, 
after payment in full of the Refunding Bonds, there remain excess proceeds, any such excess amounts 
shall be transferred to the general fund of the District.

Interest earned on the investment of moneys held in the Debt Service Fund shall be retained in the 
Debt Service Fund and used to pay principal and interest on the Refunding Bonds when due.

The sufficiency of the cash on deposit in the Escrow Fund, to pay the interest and redemption 
price, as applicable, will be verified by Causey Demgen & Moore Inc., Denver, Colorado (the 
“Verification Agent”).  See “MISCELLANEOUS—Escrow Verification” herein.  As a result of the 
deposit and application of funds so provided in the Escrow Agreement, the Prior Bonds, assuming the 
accuracy of the Verification Agent’s computations, will be defeased and the obligation of the County to 
levy ad valorem taxes for payment of the Prior Bonds will also be defeased.

Moneys held by the County Tax Collector-Treasurer (the “Tax Collector-Treasurer”) in the Debt 
Service Fund shall be invested at the Tax Collector-Treasurer’s discretion pursuant to law and the San 
Mateo County Investment Pool.  See “SAN MATEO COUNTY INVESTMENT POOL” herein.

Redemption

Optional Redemption.  The Refunding Bonds maturing on or after August 1, 2020 are subject to 
optional redemption in whole or in part at the option of the District from any lawfully available source on 
August 1, 2019 or on any date thereafter, at a price equal to the principal amount of the Refunding Bonds 
called for redemption, without premium, together with accrued interest thereon to the date fixed for 
redemption.

Mandatory Sinking Fund Redemption.  The Refunding Bonds maturing on August 1, 2028, shall 
be subject to mandatory sinking fund redemption on August 1 of each year, commencing August 1, 20__, 
as shown below, at a redemption price equal to the principal amount thereof called for redemption, 
together with accrued interest thereon to the date fixed for redemption, without premium.

Term Bond Maturing on August 1, 2028

Redemption Date
(August 1)

Principal
Amount

*

__________________
* Final Maturity.
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Selection of Bonds for Redemption.  Whenever less than all of the Outstanding Refunding Bonds
of any one maturity are designated for redemption, the Paying Agent shall select the Outstanding 
Refunding Bonds of such maturity to be redeemed by lot in any manner deemed fair by the Paying Agent.  
For purposes of such selection, each Refunding Bond shall be deemed to consist of individual Refunding 
Bonds of $5,000 denominations each, which may be separately redeemed.

Notice of Redemption.  The Paying Agent shall cause notice of any redemption to be mailed, 
first-class mail, postage prepaid, at least 30 days but not more than 60 days prior to the date fixed for 
redemption, to (i) an Information Service, (ii) a Securities Depository, and (iii) the respective Owners of 
any Refunding Bonds designated for redemption, at their addresses appearing on the Registration Books; 
provided that neither failure to receive such notice may nor any defect in any notice so mailed shall affect 
the sufficiency of the proceedings for the redemption of such Refunding Bonds.

Such notice shall state (a) that the Refunding Bonds or a designated portion thereof are to be 
redeemed, (b) the numbers and CUSIP numbers of the Refunding Bonds to be redeemed, (c) the date of 
notice and the date of redemption, and (d) the place or places where the Refunding Bonds must be 
submitted for redemption, descriptive information about the Refunding Bonds, including the dated date, 
interest rate and stated maturity date.  Such notice shall further state that on the specified date there shall 
become due and payable upon each Refunding Bond to be redeemed, the portion of the principal amount 
of such Refunding Bond to be redeemed, together with interest accrued to said date, and redemption 
premium, if any, and that from and after such date interest with respect thereto shall cease to accrue and 
be payable.

Partial Redemption of Refunding Bonds.  Upon surrender of any Refunding Bond redeemed in 
part only, the District shall execute and the Paying Agent shall authenticate, if required, and deliver to the 
Owner thereof, at the expense of the District, a new Refunding Bond or Refunding Bonds of authorized 
denominations, and of the same maturity, equal in aggregate principal amount to the unredeemed portion 
of the Refunding Bond(s) surrendered.

Defeasance

The Refunding Bonds may be defeased prior to maturity in the following ways:

(a) Cash: by irrevocably depositing an amount of cash which together with amounts 
then on deposit in the Refunding Bonds Debt Service Fund, as hereinafter defined, is sufficient to 
pay all Refunding Bonds outstanding, including all principal and interest and premium, if any; or

(b) United States Obligations: by irrevocably depositing noncallable United States 
Obligations together with cash, if required, in such amount as will, in the opinion of an 
independent certified public accountant, together with interest to accrue thereon and moneys then 
on deposit in the Refunding Bonds Debt Service Fund together with the interest to accrue thereon, 
be fully sufficient to pay and discharge all Refunding Bonds (including all principal and interest 
represented thereby and prepayment premiums, if any) at or before their maturity date;

Then, notwithstanding that any Refunding Bonds shall not have been surrendered for payment, all 
obligations of the District with respect to all outstanding Refunding Bonds shall cease and terminate, 
except only the obligation of the District and the Paying Agent to pay or cause to be paid from funds 
deposited pursuant to the Resolution, to the owners of the Refunding Bonds not so surrendered and paid 
all sums due with respect thereto.
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For purposes of this Section, “United States Obligations” shall mean direct and general 
obligations of the United States of America, or obligations that are unconditionally guaranteed as to 
principal and interest by the United States of America, including (in the case of direct and general 
obligations of the United States of America) evidences of direct ownership of proportionate interests in 
future interest or principal payments of such obligations.  Investments in such proportionate interests must 
be limited to circumstances wherein (a) a bank or trust company acts as custodian and holds the 
underlying United States obligations; (b) the owner of the investment is the real party in interest and has 
the right to proceed directly and individually against the obligor of the underlying United States 
obligations; and (c) the underlying United States obligations are held in a special account, segregated 
from the custodian’s general assets, and are not available to satisfy any claim of the custodian, any person 
claiming through the custodian, or any person to whom the custodian may be obligated; provided that 
such obligations are rated or assessed “AAA” by Standard & Poor’s, if the Refunding Bonds are then 
rated by Standard & Poor’s, and “Aaa” by Moody’s, if the Refunding Bonds are then rated by Moody’s.

Book-Entry-Only System

The information in this Section concerning DTC and DTC’s Book-Entry-Only system has been 
obtained from sources that the District believes to be reliable, but the District takes no responsibility for 
the completeness or accuracy thereof.  The following description of the procedures and record keeping 
with respect to beneficial ownership interests in the Refunding Bonds, payment of principal, premium, if 
any, accreted value and interest on the Refunding Bonds to DTC Participants or Beneficial Owners, 
confirmation and transfers of beneficial ownership interests in the Refunding Bonds and other related 
transactions by and between DTC, the DTC Participants and the Beneficial Owners is based solely on 
information provided by DTC.  Reference made to www.dtcc.com is presented as a link for additional 
information regarding DTC and is not a part of this Official Statement.

DTC will act as securities depository for the Refunding Bonds.  The Refunding Bonds will be 
issued as fully registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or 
such other name as may be requested by an authorized representative of DTC.  One fully registered 
Refunding Bond certificate will be issued for each issue of the Refunding Bonds each in the aggregate 
principal amount of such issue, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized 
under New York Banking Law, a “banking organization” within the meaning of the New York Banking 
Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of the New 
York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 
17A of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 3.5 million 
issues of U.S. and non U.S. equity issues, corporate and municipal debt issues, and money market 
instruments (from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with DTC.  
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry transfers and pledges 
between Direct Participants’ accounts.  This eliminates the need for physical movement of securities 
certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, 
trust companies, clearing corporations, and certain other organizations.  DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  DTCC is the holding company 
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which 
are registered clearing agencies.  DTCC is owned by the users of its regulated subsidiaries.  Access to the 
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies and clearing corporations that clear through or maintain a custodial relationship 
with a Direct Participant, either directly or indirectly (“Indirect Participants”).  DTC has Standard & 
Poor’s highest rating: AAA.  The DTC Rules applicable to its Participants are on file with the Securities 
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and Exchange Commission.  More information about DTC can be found at www.dtcc.com and 
www.dtc.org.  The District undertakes no responsibility for and makes no representations as to the 
accuracy or the completeness of the content of such material contained on DTC’s website as described in 
the preceding sentence, including, but not limited to, updates of such information or links to other Internet 
sites accessed through the aforementioned websites.

Purchases of the Refunding Bonds under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Refunding Bonds on DTC’s records.  The ownership 
interest of each actual purchaser of each Refunding Bond (“Beneficial Owner”) is in turn to be recorded 
on the Direct and Indirect Participants’ records.  Beneficial Owners will not receive written confirmation 
from DTC of their purchase.  Beneficial Owners are, however, expected to receive written confirmations 
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or 
Indirect Participant through which the Beneficial Owner entered into the transaction.  Transfers of 
ownership interests in the Refunding Bonds are to be accomplished by entries made on the books of 
Direct and Indirect Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not 
receive certificates representing their ownership interests in Refunding Bonds, except in the event that use 
of the book-entry system for the Refunding Bonds is discontinued.

To facilitate subsequent transfers, all Refunding Bonds deposited by Direct Participants with 
DTC are registered in the name of DTC’s partnership nominee, Cede & Co, or such other name as may be 
requested by an authorized representative of DTC.  The deposit of Refunding Bonds with DTC and their 
registration in the name of Cede & Co. or such other nominee do not effect any change in beneficial 
ownership.  DTC has no knowledge of the actual Beneficial Owners of the Refunding Bonds; DTC’s 
records reflect only the identity of the Direct Participants to whose accounts such Refunding Bonds are 
credited, which may or may not be the Beneficial Owners.  The Direct and Indirect Participants will 
remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
the Refunding Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI 
Procedures.  Under its usual procedures, DTC mails an Omnibus Proxy to the Paying Agent as soon as 
possible after the record date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to 
those Direct Participants to whose accounts the Refunding Bonds are credited on the record date 
(identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Refunding Bonds will be made to Cede & Co., or such 
other nominee as may be requested by an authorized representative of DTC.  DTC’s practice is to credit 
Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the 
Paying Agent on payable date in accordance with their respective holdings shown on DTC’s records.  
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary 
practices, as is the case with securities held for the accounts of customers in bearer form or registered in 
“street name,” and will be the responsibility of such Participant and not of DTC or the Paying Agent, 
subject to any statutory or regulatory requirements as may be in effect from time to time.  Payment of 
principal and interest to Cede & Co. (or such other nominee as may be requested by an authorized 
representative of DTC) is the responsibility of the Paying Agent, disbursement of such payments to Direct 
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial 
Owners will be the responsibility of Direct and Indirect Participants.
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DTC may discontinue providing its services as depository with respect to the Refunding Bonds at 
any time by giving reasonable notice to the Paying Agent.  Under such circumstances, in the event that a 
successor depository is not obtained, Refunding Bond certificates are required to be printed and delivered.

The District may decide to discontinue use of the system of book-entry-only transfers through 
DTC (or a successor securities depository).  In that event, Refunding Bond certificates will be printed and 
delivered to DTC.

The information in this section concerning DTC and DTC’s book-entry system has been obtained 
from sources that the District believes to be reliable, but the District takes no responsibility for the
accuracy thereof.

BENEFICIAL OWNERS WILL NOT RECEIVE PHYSICAL DELIVERY OF REFUNDING 
BONDS AND WILL NOT BE RECOGNIZED BY THE PAYING AGENT AS OWNERS THEREOF, 
AND BENEFICIAL OWNERS WILL BE PERMITTED TO EXERCISE THE RIGHTS OF OWNERS 
ONLY INDIRECTLY THROUGH DTC AND THE PARTICIPANTS.

SECURITY AND SOURCES OF PAYMENT

The Refunding Bonds are payable solely from ad valorem taxes.  The County Board has the 
power and is obligated to annually levy ad valorem taxes upon all property subject to taxation in the 
District, without limitation as to rate or amount (except certain personal property which is taxable at 
limited rates), for the payment of the principal of, redemption premium, if any, and interest on the 
Refunding Bonds.  Such taxes, when collected, will be held by the County in the District’s Debt Service
Fund (the “Debt Service Fund”).  Although the County is obligated to levy an ad valorem tax for the 
payment of the Refunding Bonds, and will maintain the Debt Service Fund pledged to the repayment of 
the Refunding Bonds, the Refunding Bonds are not a debt of the County.

The amount of the annual ad valorem tax levied by the County to repay the Refunding Bonds will 
be determined by the relationship between the assessed valuation of taxable property in the District and 
the amount of debt service due on the Refunding Bonds.  Economic and other factors outside the 
District’s control, such as economic recession, deflation of land values, a relocation out of the District by 
one or more major property owners, or the complete or partial destruction of such property caused by, 
among other eventualities, an earthquake, flood or other natural or man-made disaster, could cause a 
reduction in the assessed value of the District and necessitate an unanticipated increase in annual tax levy.

Ad Valorem Property Taxation

District property taxes are assessed and collected by the County at the same time and on the same 
rolls as the special district property taxes.  Assessed valuations are the same for both District and County 
taxing purposes.

The valuation of secured property is established as of January 1 and is subsequently equalized in 
August.  Property taxes are payable in two installments due November 1 and February 1, respectively, 
and become delinquent on December 10 and March 10 for each respective installment.  Taxes on 
unsecured property (personal property and leasehold) are due on August 31 of each year based on the 
preceding fiscal year’s secured tax rate and become delinquent on October 31.

State law exempts from taxation $7,000 of the full cash value of an owner-occupied dwelling, but 
this exemption does not result in any loss of revenue to local agencies, since the State reimburses local 
agencies for the value of the exemptions.
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All property is assessed using full cash value as defined by Article XIIIA of the State 
Constitution.  California law provides exemptions from ad valorem property taxation for certain classes 
of property such as churches, colleges, non-profit hospitals, and charitable institutions.

Future assessed valuation growth allowed under Article XIIIA (new construction, certain changes 
of ownership, up to 2% inflation per year) will be allocated on the basis of “situs” among the jurisdictions 
that serve the tax rate area within which the growth occurs.  Local agencies and schools will share the 
growth of “base” revenues from the tax rate area.  Each year’s growth allocation becomes part of that 
agency’s allocation in the following year.  The availability of revenue from growth in tax base to such 
entities may be affected by the establishment of redevelopment agencies, which under certain 
circumstances, may be entitled to revenues resulting from the increase in certain property values.  

For assessment and collection purposes, property is classified as either “secured” or “unsecured” 
and is listed accordingly on separate parts of the assessment roll.  The “secured roll” is that part of the 
assessment roll containing State-assessed property and real property having a tax lien which is sufficient, 
in the opinion of the assessor, to secure payment of the taxes.  Unsecured property comprises all property 
not attached to land, such as personal property or business property.  Boats and airplanes are examples of 
unsecured property.  Unsecured property is assessed on the “unsecured roll.”

The following represents the five-year history of assessed valuations in the District:

Portola Valley School District 
Assessed Valuations 

Fiscal Years 2005-06 through 2009-10

Fiscal Year Local Secured Utility Unsecured Total

2005-06 $2,984,055,348 $0 $16,678,087 $3,000,733,435
2006-07 3,217,858,470 0 16,008,749 3,233,867,219
2007-08 3,414,097,685 0 19,124,837 3,433,222,522
2008-09 3,547,867,087 0 15,520,793 3,563,387,880
2009-10 3,722,809,237 0 15,839,254 3,738,648,491

____________________
Source: California Municipal Statistics, Inc.

Tax Levies, Collections and Delinquencies

Taxes are levied for each fiscal year on taxable real and personal property which is situated in the 
District as of the preceding January 1.  A supplemental tax is levied when property changes hands or new 
construction is completed.

A 10% penalty attaches to any delinquent payment for secured roll taxes.  In addition, property on 
the secured roll with respect to which taxes are delinquent becomes tax-defaulted.  Such property may 
thereafter be redeemed by payment of the delinquent taxes and the delinquency penalty, plus a 
redemption penalty (i.e., interest) to the time of redemption.  If taxes are unpaid for a period of five years 
or more, the property is subject to auction sale by the County Tax Collector-Treasurer.

In the case of unsecured property taxes, a 10% penalty attaches to delinquent taxes on property on 
the unsecured roll, and an additional penalty of 1.5% per month begins to accrue beginning November 1 
of the fiscal year, and a lien is recorded against the assessee.  The taxing authority has four ways of 
collecting unsecured personal property taxes: (a) a civil action against the taxpayer; (b) filing a certificate 
in the office of the County Clerk specifying certain facts in order to obtain a judgment lien on specific 
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property of the taxpayer; (c) filing a certificate of delinquency for record in the County Recorder’s office 
in order to obtain a lien on specified property of the taxpayer; and (d) seizure and sale of personal 
property, improvements or possessory interests belonging or assessed to the assessee.

Each county levies and collects all property taxes for property falling within that county’s taxing 
boundaries.

Alternative Method of Tax Apportionment—“Teeter Plan”

The County Board has approved the implementation of the Alternative Method of Distribution of 
Tax Levies and Collections and of Tax Sale Proceeds (the “Teeter Plan”), as provided for in Section 4701 
et seq. of the California Revenue and Taxation Code.  Under the Teeter Plan, the County apportions 
secured property taxes on an accrual basis when due (irrespective of actual collections) to local political 
subdivisions, including the District, for which the County acts as the tax-levying or tax-collecting agency.

The Teeter Plan is applicable only to secured tax levies for which the County acts as the 
tax-levying or tax-collecting agency, or for which the County treasury is the legal depository of the tax 
collections.  As adopted by the County, the Teeter Plan excludes Mello-Roos Community Facilities 
Districts and special assessment districts which provide for accelerated judicial foreclosure of property for 
which assessments are delinquent.

The ad valorem property tax to be levied to pay the interest on and principal of the Refunding 
Bonds will be subject to the Teeter Plan.  The District will receive 100% of the ad valorem property tax 
levied to pay the Refunding Bonds irrespective of actual delinquencies in the collection of the tax by the 
County.

The Teeter Plan is to remain in effect unless the County Board orders its discontinuance or 
unless, prior to the commencement of any fiscal year, the County Board receives a petition for its 
discontinuance joined in by resolutions adopted by at least two-thirds of the participating revenue districts 
in the County, in which event the Count Board are to order discontinuance of the Teeter Plan effective at 
the commencement of the subsequent fiscal year.  If the Teeter Plan is discontinued subsequent to its 
implementation, only those secured property taxes actually collected would be allocated to political 
subdivisions (including the District) for which the County acts as the tax-levying or tax-collecting agency.

[REMAINDER OF PAGE LEFT BLANK INTENTIONALLY]
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Principal Taxpayers

The following table lists the major taxpayers in the District in terms of their 2009-10 local 
secured assessed valuations.

Portola Valley School District 
Largest 2009-10 Local Secured Taxpayers

Property Owner Primary Land Use
2009-10

Assessed Valuation % of Total*

1. Octopus Holdings LP Residential $  85,926,726 2.31%
2. 3000 Portola Road Residential 80,287,893 2.16
3. Woodside Investment Partners LLC Residential 39,264,696 1.05
4. Miriam L. Haas, Trustee Residential 21,352,243 0.57
5. Thomas J. Fogarty, Trustee Residential 19,879,382 0.53
6. Frog Creek Partners LLC Residential 19,802,385 0.53
7. Dearborn Stables LLC Residential 19,247,400 0.52
8. Frederic W. Harman, Trustee Residential 17,444,209 0.47
9. Douglas G. Bergeron, Trustee Residential 16,646,400 0.45
10. Kathleen O’Boyle Scutchfield, Trustee Residential 14,934,253 0.40
11. Michael E. Marks, Trustee Residential 14,413,605 0.39
12. Robert C. Kagle Residential 13,801,010 0.37
13. John W. Thompson, Trustee Residential 13,286,938 0.36
14. Spring Ridge LLC Residential 13,157,197 0.35
15. Harry Hoi-Lai Cheung, Trustee Residential 12,880,940 0.35
16. Dirk A. Kabcenell, Trustee Residential 12,624,074 0.34
17. Scott H. & Anne S. Davison Residential 12,080,509 0.32
18. Kent J. Thiry, Trustee Residential 12,020,991 0.32
19. Joanne Kagle, Trustee Residential 11,725,131 0.31
20. Chong-Moon Lee Residential   11,159,648   0.30

$461,935,630 12.41%
____________________
*2009-10 Total Secured Assessed Valuation:  $3,722,809,237.
Source: California Municipal Statistics, Inc.

Statement of Direct and Overlapping Debt

Set forth below is a direct and overlapping debt report (the “Debt Report”) prepared by California 
Municipal Statistics, Inc. and dated September 23, 2009.  The Debt Report is included for general 
information purposes only.  The District has not reviewed the Debt Report for completeness or accuracy 
and makes no representation in connection therewith.

The Debt Report generally includes long-term obligations sold in the public credit markets by 
public agencies whose boundaries overlap the boundaries of the District in whole or in part.  Such 
long-term obligations generally are not payable from revenues of the District (except as indicated) nor are 
they necessarily obligations secured by land within the District.  In many cases long-term obligations 
issued by a public agency are payable only from the general fund or other revenues of such public agency.

The first column in the table names each public agency which has outstanding debt as of the date 
of the report and whose territory overlaps the District in whole or in part.  Column 2 shows the percentage 
of each overlapping agency’s assessed value located within the boundaries of the District.  This 
percentage, multiplied by the total outstanding debt of each overlapping agency (which is not shown in 
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the table) produces the amount shown in column 3, which is the apportionment of each overlapping 
agency’s outstanding debt to taxable property in the District.

Portola Valley School District
Direct And Overlapping Bonded Debt

As of September 23, 2009

2009-10 Assessed Valuation: $3,738,648,491

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT % Applicable1 Debt  10/1/09
San Mateo Community College District 2.772% $17,324,445
Sequoia Union High School District 6.820 20,625,044
Portola Valley School District 100. 19,470,000 2

California Statewide Communities Development Authority 1915 Act Bonds 100.   3,480,774
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT 
DEBT $60,900,263

OVERLAPPING GENERAL FUND DEBT
San Mateo County General Fund Obligations 2.772% $9,960,068
San Mateo County Board of Education Certificates of Participation 2.772 370,062
Town of Woodside Certificates of Participation 24.634 230,328
Midpeninsula Regional Open Space Park District General Fund Obligations 2.285 2,600,057
San Mateo County Mosquito Abatement District Certificates of Participation 3.860        20,844

TOTAL OVERLAPPING GENERAL FUND DEBT $13,181,359

COMBINED TOTAL DEBT $74,081,622 3

____________________
1 Based on 2008-09 ratios.
2 Excludes issue to be sold.
3 Excludes tax and revenue anticipation notes, revenue, mortgage revenue and tax 
allocation bonds and non-bonded capital lease obligations.

Ratios to 2009-10 Assessed Valuation:
  Direct Debt  ($19,470,000)………………………………………..0.52%
  Total Direct and Overlapping Tax and Assessment Debt………….1.63%
  Combined Total Debt……………………………………………....1.98%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/09:  $0
___________________
Source: California Municipal Statistics, Inc.

ESTIMATED SOURCES AND USES OF FUNDS

The proceeds of the Refunding Bonds are expected to be applied as follows:

Sources of Funds
Principal Amount 
Net Reoffering Premium

Total Sources

Uses of Funds
Costs of Issuance1

Escrow Fund
Total Uses
____________________
1 All estimated costs of issuance including underwriter’s discount.
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SAN MATEO COUNTY INVESTMENT POOL

The Tax Collector-Treasurer manages, in accordance with California Government Code Section 
53600 et seq., funds deposited in the County Treasury by the County, all County school districts, various 
special districts, and some cities within the County (the “Pool”).  See “APPENDIX F—County of 
San Mateo Pooled Fund Investment Policy” herein for the current investment policy of San Mateo 
County.

TAX MATTERS

General

In the opinion of Kutak Rock LLP, Bond Counsel, under existing laws, regulations, rulings and 
judicial decisions, interest on the Refunding Bonds is excludable from gross income for federal income 
tax purposes and is not a specific preference item for purposes of the federal alternative minimum tax.  
The opinion described in the preceding sentence assumes the accuracy of certain representations and 
compliance by the District with covenants designed to satisfy the requirements of the Internal Revenue 
Code of 1986, as amended (the “Code”), that must be met subsequent to the issuance of the Refunding 
Bonds.  Failure to comply with such requirements could cause interest on the Refunding Bonds to be 
included in gross income for federal income tax purposes retroactive to the date of issuance of the 
Refunding Bonds.  The District has covenanted to comply with such requirements.  Bond Counsel has 
expressed no opinion regarding other federal tax consequences arising with respect to the Refunding 
Bonds.  Bond Counsel is further of the opinion that interest on the Refunding Bonds is exempt from all 
present State of California personal income taxes.

Notwithstanding Bond Counsel’s opinion that interest on the Refunding Bonds is not a specific 
preference item for purposes of the federal alternative minimum tax, such interest will be included in 
adjusted current earnings of certain corporations, and such corporations are required to include in the 
calculation of alternative minimum taxable income 75% of the excess of such corporations’ adjusted 
current earnings over their alternative minimum taxable income (determined without regard to such 
adjustment and prior to reduction for certain net operating losses).

The accrual or receipt of interest on the Refunding Bonds may otherwise affect the federal 
income tax liability of the owners of the Refunding Bonds.  The extent of these other tax consequences 
will depend upon such owner’s particular tax status and other items of income or deduction.  Bond 
Counsel has expressed no opinion regarding any such consequences.  Purchasers of the Refunding Bonds, 
particularly purchasers that are corporations (including S corporations and foreign corporations operating 
branches in the United States), property or casualty insurance companies, banks, thrifts or other financial 
institutions, certain recipients of social security or railroad retirement benefits, taxpayers otherwise 
entitled to claim the earned income credit, and taxpayers who may be deemed to have incurred or 
continued indebtedness to purchase or carry tax-exempt obligations, should consult their tax advisors as 
to the tax consequences of purchasing or owning the Refunding Bonds.

Bank Qualified

The District has represented that it does not reasonably anticipate issuing greater than 
$30,000,000 of tax-exempt obligations in calendar year 2009 (excluding certain private activity and 
refunding bonds) and that it has designated the Refunding Bonds as “qualified tax-exempt obligations” 
within the meaning of Section 265(b)(3) of the Code.  Accordingly, Bond Counsel is of the opinion that 
in the case of certain banks, thrift institutions or other financial institutions owning the Refunding Bonds, 
a deduction is allowed for 80% of that portion of such institutions’ interest expense allocable to interest 
on the Refunding Bonds.  Bond Counsel has expressed no opinion with respect to any deduction for 
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federal tax law purposes of interest on indebtedness incurred or continued by a holder of the Refunding 
Bonds or a related person to purchase or carry the Refunding Bonds.

Backup Withholding

As a result of the enactment of the Tax Increase Prevention and Reconciliation Act of 2005, 
interest on tax-exempt obligations such as the Refunding Bonds is subject to information reporting in a 
manner similar to interest paid on taxable obligations.  Backup withholding may be imposed on payments 
made after March 31, 2007 to any bondholder who fails to provide certain required information including
an accurate taxpayer identification number to any person required to collect such information pursuant to 
Section 6049 of the Code.  The new reporting requirement does not in and of itself affect or alter the 
excludability of interest on the Refunding Bonds from gross income for federal income tax purposes or 
any other federal tax consequence of purchasing, holding or selling tax-exempt obligations.

Changes in Federal And State Tax Law

From time to time, there are legislative proposals in the Congress and in the states that, if enacted, 
could alter or amend the federal and state tax matters referred to above or adversely affect the market 
value of the Refunding Bonds.  It cannot be predicted whether or in what form any such proposal might 
be enacted or whether, if enacted, any such proposal would apply to Refunding Bonds issued prior to 
enactment.  In addition, regulatory actions are from time to time announced or proposed and litigation is 
threatened or commenced which, if implemented or concluded in a particular manner, could adversely 
affect the market value of the Refunding Bonds.  It cannot be predicted whether any such regulatory 
action will be implemented, how any particular litigation or judicial action will be resolved, or whether 
the Refunding Bonds or the market value thereof would be impacted thereby.  Purchasers of the 
Refunding Bonds should consult their tax advisors regarding any pending or proposed legislation, 
regulatory initiatives or litigation.  The opinions expressed by Bond Counsel are based upon existing 
legislation and regulations as interpreted by relevant judicial and regulatory authorities as of the date of 
issuance and delivery of the Refunding Bonds and Bond Counsel has expressed no opinion as of any date 
subsequent thereto or with respect to any pending legislation, regulatory initiatives or litigation.

Original Issue Discount

Certain of the Refunding Bonds may be sold at an original issue discount (collectively, the 
“Discount Bonds”).  The difference between the initial public offering prices of such Discount Bonds and 
their stated amounts to be paid at maturity constitutes original issue discount treated in the same manner 
for federal income tax purposes as interest, as described above.

The amount of original issue discount which is treated as having accrued with respect to such 
Discount Bond is added to the cost basis of the owner in determining, for federal income tax purposes, 
gain or loss upon disposition of such Discount Bond (including its sale, redemption or payment at 
maturity).  Amounts received upon disposition of such Discount Bond which are attributable to accrued 
original issue discount will be treated as tax-exempt interest, rather than as taxable gain, for federal 
income tax purposes.

Original issue discount is treated as compounding semiannually, at a rate determined by reference 
to the yield to maturity of each individual Discount Bond, on days which are determined by reference to 
the maturity date of such Discount Bond.  The amount treated as original issue discount on such discount 
Bond for a particular semiannual accrual period is equal to the product of (i) the yield to maturity for such 
Discount Bond (determined by compounding at the close of each accrual period) and (ii) the amount 
which would have been the tax basis of such Discount Bond at the beginning of the particular accrual 
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period if held by the original purchaser, less the amount of any interest payable for such Discount Bond 
during the accrual period.  The tax basis is determined by adding to the initial public offering price on 
such Discount Bond the sum of the amounts which have been treated as original issue discount for such 
purposes during all prior periods.  If such Discount Bond is sold between semiannual compounding dates, 
original issue discount which would have been accrued for that semiannual compounding period for 
federal income tax purposes is to be apportioned in equal amounts among the days in such compounding 
period.

Owners of Discount Bonds should consult their tax advisors with respect to the determination and 
treatment of original issue discount accrued as of any date and with respect to the state and local tax 
consequences of owning a Discount Bond.

Original Issue Premium

Certain of the Refunding Bonds may be sold at a premium (the “Premium Bonds”).  An amount 
equal to the excess of the issue price of a Premium Bond over its stated redemption price at maturity 
constitutes premium on such Premium Bond.  An initial purchaser of a Premium Bond must amortize any 
premium over such Premium Bond’s term using constant yield principles, based on the purchaser’s yield 
to maturity (or, in the case of Premium Bonds callable prior to their maturity, by amortizing the premium 
to the call date, based on the purchaser’s yield to the call date and giving effect to any call premium).  As 
premium is amortized, the amount of the amortization offsets a corresponding amount of interest for the 
period and the purchaser’s basis in such Premium Bond is reduced by a corresponding amount resulting 
in an increase in the gain (or decrease in the loss) to be recognized for federal income tax purposes upon a 
sale or disposition of such Premium Bond prior to its maturity.  Even though the purchaser’s basis may be 
reduced, no federal income tax deduction is allowed.  Purchasers of the Premium Bonds should consult 
with their tax advisors with respect to the determination and treatment of premium for federal income tax 
purposes and with respect to the state and local tax consequences of owning a Premium Bond.

LEGAL MATTERS

Legality for Investment in California

Under provisions of the California Financial Code, the Refunding Bonds are legal investments for 
commercial banks in California to the extent that the Refunding Bonds, in the informed opinion of the 
bank, are prudent for the investment of funds of its depositors, and are eligible to secure deposits of public 
moneys in California under provisions of the California Government Code.

Continuing Disclosure

The District has covenanted for the benefit of bondholders (including beneficial owners of the 
Refunding Bonds) to provide certain financial information and operating data relating to the District (the 
“Annual Report”) by not later than nine months following the end of the District’s fiscal year (which 
currently ends June 30), commencing with the report for the 2008-09 Fiscal Year, and to provide notices 
of the occurrence of certain enumerated events, if material.  The Annual Report will be filed by the 
District with the Municipal Securities Rulemaking Board’s Electronic Municipal Market Access 
(“EMMA”) system.  The notices of material events will be filed by the District with the EMMA system.  
The specific nature of the information to be contained in the Annual Report or the notices of material 
events is included under the caption “APPENDIX D—FORM OF CONTINUING DISCLOSURE 
CERTIFICATE.”  These covenants have been made in order to assist the Underwriter in complying with 
S.E.C.  Rule 15c2-12(b)(5).  The District has never failed to file in a timely manner its Annual Report 
required under any prior continuing disclosure obligation.
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No Litigation

No litigation is pending or threatened concerning the validity of the Refunding Bonds, and a 
certificate to that effect will be furnished at the time of the original delivery of the Refunding Bonds.  The 
District is not aware of any litigation pending or threatened questioning the political existence of the 
District or contesting the District’s ability to receive ad valorem taxes or to collect other revenues or 
contesting the District’s ability to issue and retire the Refunding Bonds.

Legal Opinion

The validity of the Refunding Bonds and certain other legal matters are subject to the approving 
opinion of Kutak Rock LLP, Bond Counsel.  A complete copy of the proposed form of Bond Counsel
opinion is attached to this Official Statement as “APPENDIX B—PROPOSED FORM OF OPINION OF 
BOND COUNSEL.” Bond Counsel undertakes no responsibility for the accuracy, completeness or 
fairness of this Official Statement.

MISCELLANEOUS

Rating

The Refunding Bonds have been assigned the rating of “AAA” by Standard & Poor’s Rating 
Services (“S&P”).  The rating reflects only the views of the rating agency, and any explanation of the 
significance of such rating should be obtained from the rating agency at the following address: S&P, 55 
Water Street, New York, New York 10041.  The District has provided information to the rating agency to 
assist in its evaluation of the Refunding Bonds, some of which does not appear in this Official Statement.  
There is no assurance that the rating will be retained for any given period of time or that the same will not 
be revised downward or withdrawn entirely by the rating agency if, in the judgment of the rating agency, 
circumstances so warrant.  The District undertakes no responsibility to oppose any such revision or 
withdrawal.  Any such downward revision or withdrawal of the rating obtained may have an adverse 
effect on the market price of the Refunding Bonds.

Financial Advisor

Keygent LLC (the “Financial Advisor”), serves as independent financial advisor to the District on 
matters relating to debt management.  The Financial Advisor has provided advice as to the plan of 
financing and the structuring of the Refunding Bonds and has reviewed and commented on certain legal 
documentation, including the Official Statement.  The advice on the plan of financing and the structuring 
of the Refunding Bonds was based on materials provided by the District and other sources of information 
believed to be reliable.  The Financial Advisor has not audited, authenticated or otherwise verified the 
information provided by the District or the information set forth in this Official Statement or any other 
information available to the District with respect to the appropriateness, accuracy or completeness of 
disclosure of such information or other information and no guarantee, warranty or other representation is 
made by the Financial Advisor respecting the accuracy and completeness of or any other matter related to 
such information contained in this Official Statement.

Underwriting

Pursuant to the terms of a public bid held on _________, 2009, _______________, (the 
“Underwriter”), has agreed to purchase the Refunding Bonds from the District at the purchase price of 
$__________.  The Underwriter will retain $__________ as its compensation.  The Underwriter has 
represented to the District that the Refunding Bonds were reoffered to the public at the prices or yields set 
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forth on the inside cover page of this Official Statement.  The Underwriter will be obligated to take and 
pay for all of the Refunding Bonds, if any Refunding Bond is purchased.  

Verification

Upon delivery of the Refunding Bonds, Causey Demgen & Moore Inc., Denver, Colorado, a firm 
of independent public accountants, will deliver a report on the mathematical accuracy of certain 
computations based upon certain information and assertions provided to them by the Underwriter relating 
to (a) the adequacy of the amounts in the Escrow Fund to pay the redemption price of and interest on the 
Prior Bonds, and (b) the computations of yield of the Refunding Bonds and, if applicable, the investments 
in the Escrow Fund which support Bond Counsel’s opinion that the interest on the Refunding Bonds is 
excluded from gross income for federal income tax purposes.

Additional Information

The purpose of this Official Statement is to supply information to prospective buyers of the 
Refunding Bonds.  Quotations from and summaries and explanations of the Refunding Bonds, the 
Resolution providing for issuance of the Refunding Bonds, and the constitutional provisions, statutes and 
other documents referenced herein, do not purport to be complete, and reference is made to said 
documents, constitutional provisions and statutes for full and complete statements of their provisions.

All data contained herein has been taken or constructed from District records.  Appropriate 
District officials, acting in their official capacities, have reviewed this Official Statement and have 
determined that, as of the date hereof, the information contained herein is, to the best of their knowledge 
and belief, true and correct in all material respects and does not contain an untrue statement of a material 
fact or omit to state a material fact necessary in order to make the statements made herein, in light of the 
circumstances under which they were made, not misleading.  This Official Statement has been approved 
by the District.

PORTOLA VALLEY SCHOOL DISTRICT

By 
Anne E. Campbell
Superintendent
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APPENDIX A

CERTAIN INFORMATION CONCERNING THE DISTRICT

PORTOLA VALLEY SCHOOL DISTRICT

The information in this Section concerning the operations of the District and the District’s 
operating budget is provided as supplementary information only, and it should not be inferred from the 
inclusion of this information in this Official Statement that the principal of or interest on the Refunding 
Bonds is payable from the General Fund of the District.  The Refunding Bonds are payable from the 
proceeds of an ad valorem tax required to be levied by the County in an amount sufficient for the payment 
thereof.  

Introduction

The District currently provides educational services to the residents of the Portola Valley 
community.  The District is located about 37 miles south of San Francisco, on the edge of Silicon Valley, 
in the hills above Stanford University.  The District is under the jurisdiction of the County Superintendent 
of Schools.  The District currently operates two schools, and services grades kindergarten through eighth 
grade. The current student-teacher ratios in the District vary depending on grade level and school type.  
The ratio is 20:1 for kindergarten through grade three, 22:1 for grades four through five and 22:1 for 
grades six through eight.  The District’s projected average daily attendance for Fiscal Year 2009-10 is 
615.

The District employs 95 full and part-time faculty and staff.   The 2009-10 assessed valuation of 
property on the District’s secured property tax roll is $3,722,809,237.

Unless otherwise indicated, the following financial, statistical and demographic data has been 
provided by the District.  Additional information concerning the District and copies of the most recent 
and subsequent audited financial reports of the District may be obtained by contacting: Portola Valley 
School District, 4575 Alpine Road, Portola Valley, California  94028, Attn: Assistant Superintendent.

Administration

The District is governed by a five-member Board, each member of which is elected to a four-year 
term.  Elections for positions to the Board are held every two years, alternating between two and three 
available positions.  Current members of the Board, together with their office and the date their term 
expires, are listed below:

Portola Valley School District
Governing Board

Name Office Term Expires
Don Collat President December 2009
Judith Mendelsohn Clerk December 2011
Steven Humphreys Member December 2011
Ray Villareal Member December 2009
Bill Youstra Member December 2009
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The District’s administrative and financial staff includes the Superintendent, Anne E. Campbell,
and the Assistant Superintendent, Tim Hanretty.

Anne Campbell has served as Superintendent of the Portola Valley School District since July 
2003.  Prior to joining the District, Ms.  Campbell served as Superintendent of the Belmont-Redwood 
Shores School District between July 1997 and July 2003.  During her career, Ms. Campbell has served as 
a middle school teacher, guidance counselor, assistant principal, and principal.  She holds a Master’s 
Degree in Education from Stanford University and a Bachelor’s Degree in American Literature from 
Scripps College.

Enrollment

The following table provides a six-year history on growth in enrollment for the District as well as 
projections for enrollment for Fiscal Year 2009-10.

Portola Valley School District
Student Enrollment

Fiscal Year 2003-04 through 2009-10

Fiscal Year
Total Student

Enrollment
2003-04 677
2004-05 673
2005-06 674
2006-07 678
2007-08 706
2008-09 746
2009-10* 752

____________________
* Projected.
Source: The District

Labor Relations

As of September 1, 2009, the District employed 52 full-time certificated employees and 31
classified employees.  These employees, except management and some part-time employees, are 
represented by the two bargaining units as noted below:

Portola Valley School District
District Employees

Labor Organization

Number of 
Employees In 

Bargaining Unit
Contract

Expiration Date

California Teacher’s Association 46 June 30, 2010
Local Classified Association 35 June 30, 2010
____________________
Source: The District
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Retirement Programs

The District participates in the State of California Teachers Retirement System (“STRS”).  This 
plan covers all full-time and most part-time certificated employees.  The District’s contribution to STRS 
was $474,227 for Fiscal Year 2008-09 and for Fiscal Year 2009-10 is budgeted at $475,129.  In order to 
receive STRS benefits, an employee must be at least 55 years old and have provided five years of service 
to California public schools.

The District also participates in the State of California Public Employees Retirement System 
(“CalPERS”).  This plan covers all classified personnel who are employed more than four hours per day.  
The District’s contribution to CalPERS was $249,298 for Fiscal Year 2008-09 and for Fiscal Year
2009-10 is budgeted at $283,415.  In order to receive CalPERS benefits, an employee must be at least 
50 years old and have provided five years of service to California public schools.

Contribution rates to these two retirement systems vary annually depending on changes in 
actuarial assumptions and other factors, such as changes in benefits.  The contribution rates are based on 
statewide rates set by the STRS and CalPERS retirement boards.  STRS has substantial statewide 
unfunded liability.  Since this liability has not been broken down by each school district or community 
college district, it is impossible to determine the District’s share.

Postemployment Benefits Other Than Pension Benefits

In addition to the pension benefits described above, the District has entered into agreements with 
former employees to provide health and welfare benefits for five years for all employees who retire from 
the District on or after attaining the age of 55 with at least 10 years of service.  On June 30, 2008, ten
retirees met these eligibility requirements.  The amount of benefit expense recognized during the year 
ended June 30, 2008 for retired employees was $69,973.  On June 30, 2009, nine retirees met these 
eligibility requirements.  The amount of benefit expense recognized during the year ended June 30, 2009 
for retired employees was $49,830.

The District has not had an actuarial study performed to determine the future costs to the District 
for providing retiree benefits and funds the benefits on a “pay-as-you-go” basis.  The District has not
contributed irrevocably to a separate trust for the retiree benefit plan and the future liability was not 
reported in the long-term debt by the District.  

Insurance

The District participates in one join venture under a joint powers agreement (JPA) with San 
Mateo County School Insurance Group for Property & Liability, Workers’ Compensation and 
Medical/Dental.  The relationship between the District and the JPA is such that the JPA is not a 
component unit of the District for financial reporting purposes.

The JPA arranges for and provides coverage for its members.  The JPA is governed by a board 
consisting of a representative from each member district.  The board controls the operations of its JPA, 
including selection of management and approval of operating budgets independent of any influence by the 
member districts beyond their representation on the board.  Each member district pays a premium 
commensurate with the level  of coverage requested and shares surpluses and deficits proportionately to 
their participation in the JPA.
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Budget Procedures

The District is required by provisions of the State Education Code to maintain a balanced budget 
each year, in which the sum of expenditures and the ending fund balance cannot exceed the sum of 
revenues and the carry-over fund balance from the previous year.  The State Department of Education 
imposes a uniform budgeting and accounting format for school districts.  The budget process for school 
districts was substantially amended by Assembly Bill 1200 (“AB 1200”), which became State law on 
October 14, 1991.  Portions of AB 1200 are summarized below.

School districts must adopt a budget on or before July 1 of each year.  The budget must be 
submitted to the county superintendent within five days of adoption or by July 1, whichever occurs first.  
A district may be on either a dual or single budget cycle.  The dual budget option requires a revised and 
readopted budget by September 1 that is subject to State-mandated standards and criteria.  The revised 
budget must reflect changes in projected income and expenses subsequent to July 1.  The single budget is 
only readopted if it is disapproved by the county office of education, or as needed.  The District is on a 
single budget cycle and adopts its budget on or before July 1.

For both dual and single budgets submitted on July 1, the county superintendent will examine the 
adopted budget for compliance with the standards and criteria adopted by the SBE and identify technical 
corrections necessary to bring the budget into compliance, will determine if the budget allows the district 
to meet its current obligations and will determine if the budget is consistent with a financial plan that will 
enable the district to meet its multi-year financial commitments.  On or before August 15, the county 
superintendent will approve or disapprove the adopted budget for each school district.  Budgets will be 
disapproved if they fail the above standards.  The district board must be notified by August 15 of the 
county superintendent’s recommendations for revision and reasons for the recommendations.  The county 
superintendent may assign a fiscal advisor or appoint a committee to examine and comment on the 
superintendent’s recommendations.  The committee must report its findings no later than August 20.  Any 
recommendations made by the county superintendent must be made available by the district for public 
inspection.  The law does not provide for conditional approvals; budgets must be either approved or 
disapproved.  No later than August 20, the county superintendent must notify the Superintendent of 
Public Instruction of all school districts whose budget has been disapproved.

For all dual budget options and for single and dual budget option districts whose budgets have 
been disapproved, the district must revise and readopt its budget by September 8, reflecting changes in 
projected income and expense since July 1, including responding to the county superintendent’s 
recommendations.  The county superintendent must determine if the budget conforms with the standards 
and criteria applicable to final district budgets and not later than October 8, will approve or disapprove the 
revised budgets.  If the budget is disapproved, the county superintendent will call for the formation of a 
budget review committee pursuant to Education Code Section 42127.1.  Until a district’s budget is 
approved, the district will operate on the lesser of its proposed budget for the current fiscal year or the last 
budget adopted and reviewed for the prior fiscal year.

Under the provisions of AB 1200, each school district is required to file interim certifications 
with the county office of education as to its ability to meet its financial obligations for the remainder of 
the then-current fiscal year and, based on current forecasts, for the subsequent fiscal year.  The county 
office of education reviews the certification and issues either a positive, negative or qualified certification.  
A positive certification is assigned to any school district that will meet its financial obligations for the 
current fiscal year and subsequent two fiscal years.  A negative certification is assigned to any school 
district that will be unable to meet its financial obligations for the remainder of the fiscal year or 
subsequent fiscal year.  A qualified certification is assigned to any school district that may not meet its 
financial obligations for the current fiscal year or two subsequent fiscal years.
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The District has never had an adopted budget disapproved by the county superintendent of 
schools, and has never received a “negative” or “qualified” certification of an Interim Financial Report 
pursuant to AB 1200.

The following table shows the District’s original adopted General Fund budget for Fiscal Year
2007-08, the District’s audited actual General Fund budget for Fiscal Year 2007-08, the District’s original 
adopted General Fund budget for Fiscal Year 2008-09, the District’s unaudited actual General Fund 
budget for Fiscal Year 2008-09 and the District’s adopted General Fund budget for Fiscal Year 2009-10.  
For further information, see also “APPENDIX C—EXCERPTS FROM THE DISTRICT’S 2007-08
AUDITED FINANCIAL STATEMENTS.”

Portola Valley School District
Comparison of General Fund Budgets for

Fiscal Year 2009-10, Fiscal Year 2008-09 and
Audited Actuals for Fiscal Year 2007-08

Adopted Budget
2007-08

Audited Actuals 
2007-08

Adopted Budget
2008-09

Unaudited 
Actuals
2008-09

Adopted Budget 
2009-10

Revenues
Revenue Limit Sources:
State Apportionments $     146,117 $     143,647 -- -- --
Local Sources   7,456,837   7,430,798 -- -- --

TOTAL REVENUE LIMIT $  7,602,954 $  7,574,445 $7,446,195 $  7,882,472 $  8,190,638

Federal Revenue $     167,534 $     169,022 $              0 $     298,727 $     265,915
Other State Revenue 706,717 720,650 387,041 693,760 750,546
Other Local Revenue   2,791,298   2,779,242 1,997,944   2,514,318   2,382,177

TOTAL REVENUES $11,268,503 $11,243,359 $9,831,213 $11,389,277 $11,589,276

Expenditures
Certificated Salaries $  5,683,100 $  5,683,100 $4,811,417 $  5,816,905 $  5,663,411
Classified Salaries 1,915,051 1,915,051 1,365,424 1,862,800 1,653,443
Employee Benefits 2,051,819 2,042,272 1,637,403 1,953,040 1,860,135
Books and Supplies 673,503 661,761 977,633 723,763 1,264,795
Services and Other Operating Expenditures 782,364 803,521 563,189 935,206 554,241
Debt Service:
   Principal Retirement 189,163 189,163 -- -- --
   Interest and Fiscal Charges        19,299        19,299              --                --                --

TOTAL EXPENDITURES $11,314,299 $11,314,167 $9,355,066 $11,291,715 $10,996,025

Excess (Deficiency) of Revenues Over (Under) 
Expenditures (45,796) (70,808) 476,147 97,562 593,251

Other Financing Sources (Uses)
  Operating Transfers In $     177,112 $     143,356 $   363,000 $     333,000 $                0

Operating Transfers Out       (74,550)       (74,550) (44,640)      (414,544)                 0
Contributions                --                --   (755,297)                --                 --

TOTAL OTHER FINANCING SOURCES
   (USES) $     102,562 $       68,806 $  (436,937) $     (81,544) $                0

Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses 56,766 (2,002) 39,210 16,018 593,251

Beginning Balance, July 1 $     521,175 $     521,175 $   448,935 $     519,173 $     535,191
Ending Balance, June 30 $     577,941 $     519,173 $   488,145 $     535,191 $  1,128,442
____________________
Source: The District
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Accounting Practices

The accounting practices of the District conform to generally accepted accounting principles in 
accordance with policies and procedures of the California School Accounting Manual.  This manual, 
according to Section 41010 of the California Education Code, is to be followed by all California school 
districts.

The District’s expenditures are accrued at the end of the fiscal year to reflect the receipt of goods 
and services in that year.  Revenues generally are recorded on a cash basis, except for items that are 
susceptible to accrual (measurable and/or available to finance operations).  Current taxes are considered 
susceptible to accrual.  Delinquent taxes received after the fiscal year end are not recorded as revenue 
until received.  Revenues from specific state and federally funded projects are recognized when qualified 
expenditures have been incurred.  State block grant apportionments are accrued to the extent that they are 
measurable and predictable.  The State Department of Education sends the District updated information 
from time to time explaining the acceptable accounting treatment of revenue and expenditure categories.

The District’s accounting is organized on the basis of fund groups, with each group consisting of 
a separate set of self-balancing accounts containing assets, liabilities, fund balances, revenues and 
expenditures.  The major fund classification is the General Fund which accounts for all financial 
resources not requiring a special type of fund.  The District’s fiscal year begins on July 1 and ends on 
June 30.

Comparative Financial Statements

The District’s general fund finances the legally authorized activities of the District for which 
restricted funds are not provided.  General Fund revenues are derived from such sources as State school 
fund apportionments, taxes, use of money and property, and aid from other governmental agencies.  
Audited financial statements for the District for the fiscal year ended June 30, 2008, and prior fiscal years 
are on file with the District.  Excerpts from the audited financial statements for the year ended June 30, 
2008, are included in “APPENDIX C” hereto.  

The following table reflects the District’s General Fund revenues, expenditures and fund balances 
from Fiscal Year 2005-06 through Fiscal Year 2007-08.  

[REMAINDER OF PAGE LEFT BLANK INTENTIONALLY]
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Portola Valley School District
General Fund

Revenues, Expenditures and Fund Balances
Fiscal Year 2005-06 through 2007-08

Audited
Fiscal Year

2005-06

Audited
Fiscal Year

2006-07

Audited
Fiscal Year

2007-08

Revenues
Revenue Limit Sources:
State Apportionments $   133,795 $     159,965 $     143,647
Local Sources 6,445,348   6,991,872   7,430,798

TOTAL REVENUE LIMIT $6,579,143 $  7,151,837 $  7,574,445

Federal Revenue $   204,775 $     168,240 $     169,022
Other State Revenue 645,000 770,281 720,650
Other Local Revenue 2,197,404   2,427,548   2,779,242

TOTAL REVENUES $9,626,322 $10,517,906 $11,243,359

Expenditures
Certificated Salaries $5,021,512 $  5,140,389 $  5,683,100
Classified Salaries 1,533,692 1,705,114 1,915,051
Employee Benefits 1,592,707 1,559,823 2,042,272
Books and Supplies 378,643 1,080,103 661,761
Services and Other Operating Expenditures 963,263 1,030,757 803,521
Debt Service:
   Principal Retirement 0 168,492 189,163
   Interest and Fiscal Charges 0 3,338        19,299
   Other Outgo      56,055        40,940                --

TOTAL EXPENDITURES $9,545,872 $10,729,956 $11,314,167

Excess (Deficiency) of Revenues Over 
(Under) Expenditures 80,450 (212,050) (70,808)

Other Financing Sources (Uses)
  Operating Transfers In $             0 $      11,047 $     143,356

Operating Transfers Out    (23,600)     (300,347)       (74,550)
TOTAL OTHER FINANCING SOURCES
   (USES) $   (23,600) $     556,003 $       68,806

Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses 56,850 54,653 (2,002)

Beginning Balance, July 1 $   409,672 $     466,522 $     521,175
Ending Balance, June 30 $   466,522 $     521,175 $     519,173
___________________
Source: The District
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District Debt Structure

Long-Term Debt.  A schedule of outstanding long-term debt for the fiscal year ended June 30, 
2008 is shown below:

Portola Valley School District
Schedule of Outstanding Long-Term Debt as of June 30, 2008

Balance as of 
July 1, 2007 Additions Deductions

Balance as of 
June 30, 2008

Due Within
One Year

General Obligation Bonds $20,895,000 $          -- $455,000 $20,440,000 $475,000
Compensated Absences 6,219 26,676 -- 32,895 32,895
Capital Leases 416,561 125,016 189,163 352,414 154,991
Other General Long-Term Debt                 --        240        240                 --            --

Total $21,317,780 $151,932 $644,403 $20,825,309 $662,886
_______________
Source: The District

FUNDING OF SCHOOL DISTRICTS IN CALIFORNIA

The information in this section concerning funding of school districts is provided as 
supplementary information only, and it should not be inferred from the inclusion of this information in 
this Official Statement that the principal of or interest on the Refunding Bonds is payable from general 
fund revenues of the District.  The Refunding Bonds are payable from the proceeds of an ad valorem tax 
required to be levied by the County in an amount sufficient for the payment thereof.

State Funding of Education and Revenue Limitations

California school districts receive a significant portion of their funding from State appropriations.  
As a result, changes in State revenues may affect appropriations made by the Legislature to school 
districts.

Annual State apportionments of basic and equalization aid to school districts are computed based 
on a revenue limit per unit of average daily attendance (“A.D.A.”).  Thus, school districts that can 
improve their actual attendance rate will receive additional funding.

Revenue limit calculations are adjusted annually in accordance with a number of factors designed 
primarily to provide cost of living increases and to equalize revenues among California school districts.

The following table shows the average daily attendance for the District for the last five years, a 
projection for 2009-10 and the District’s base revenue limit per A.D.A. for such period.



A-9

AVERAGE DAILY ATTENDANCE AND BASE REVENUE LIMIT
Fiscal Year 2004-05 through 2009-10

Portola Valley School District

Fiscal Year
Average Daily

Attendance
Base Revenue Limit 

Per A.D.A.

2004-05 642 $5,041.31
2005-06 640 5,243.31
2006-07 645 5,779.31
2007-08 609 5,923.79
2008-09 615 6,344.41
2009-10* 615 6,344.41

____________________
*Projected.
Note:  All amounts are rounded to the nearest whole number.
Source: The District

Revenue Sources

General.  The District categorizes its general fund (“General Fund”) revenues into four sources: 
(1) revenue limit sources (consisting of a mix of State aid and local revenues from property taxes), 
(2) federal revenues, (3) other State revenues and (4) other local revenues.  Each of these revenue sources 
is described below.

Revenue Limit Sources.  Since Fiscal Year 1973-74, California school districts have operated 
under general purpose revenue limits established by the State legislature.  In general, revenue limits are 
calculated for each school district by multiplying the A.D.A. for such district by a base revenue limit per 
unit of A.D.A.  The revenue limit calculations are adjusted annually in accordance with a number of 
factors designated primarily to provide cost of living increases and to equalize revenues among all 
California school districts of the same type.

Funding of the District’s revenue limit is provided by a mix of local property taxes and State aid.  
Generally, the State apportionments will amount to the difference between the District’s revenue limit and 
its local property tax revenues.  Revenue limit sources constituted approximately 69.2% of the District’s 
total general fund revenue in Fiscal Year 2008-09 and are budgeted to equal approximately 70.7% of such 
revenues in Fiscal Year 2009-10.

Federal Revenues.  The federal government provides funding for several District programs, 
including special education programs, programs under the Educational Consolidation and Improvement 
Act, and specialized programs such as Drug Free Schools, Education for Economic Security, and the free 
and reduced lunch program.  The federal revenues, most of which are restricted, constituted 
approximately 2.6% of General Fund revenues in Fiscal Year 2008-09 and are budgeted to equal 
approximately 2.3% of such revenues in Fiscal Year 2009-10.

Other State Revenues.  In addition to its revenue limit apportionment, the District receives 
substantial other State revenues for both restricted and unrestricted programs, including the Class Size 
Reduction Program, the Gifted and Talented Education Program, the English Language Acquisition 
Program, State instructional materials, and other categorical programs.  Other State revenues constituted 
approximately 6.1% of General Fund revenues in Fiscal Year 2008-09 and are budgeted to equal 
approximately 6.5% of such revenues in Fiscal Year 2009-10.
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Other State revenues include moneys from the California State Lottery (the “Lottery”), which was 
established by a constitutional amendment approved in the November 1984 general election. Lottery 
revenues must be used for the education of students and cannot be used for non instructional purposes 
such as real property acquisition, facility construction, or the financing of research.  Lottery revenues 
constituted approximately 0.8% of General Fund revenues in Fiscal Year 2008-09 and are budgeted to 
equal approximately 0.9% of such revenues in Fiscal Year 2009-10.

Other Local Revenues.  In addition to property taxes, the District receives a significant amount of 
local revenues from long term leases and facilities use rentals.  In addition, it receives a much smaller 
amount of local revenues from interest earnings, interagency services, and other local sources.  In Fiscal 
Year 2008-09, the District received $47,065 from developer fees, and estimates that it will receive 
approximately $40,000 from developer fees in Fiscal Year 2009-10.  Other local revenues constituted 
approximately 22.1% of General Fund revenues in Fiscal Year 2008-09 and are budgeted to equal 
approximately 20.6% of such revenues in Fiscal Year 2009-10.

Effect of State Budget on Revenues

Public school districts in California are dependent on revenues from the State for a large portion 
of their operating budgets.  California school districts receive an average of about 55% of their operating 
revenues from various State sources.  The primary source of funding for school districts is the revenue 
limit, which is a combination of State funds and local property taxes (see “—State Funding of Education 
and Revenue Limitations” above).  State funds typically make up the majority of a district’s revenue limit.  
School districts also receive substantial funding from the State for various categorical programs.

The availability of State funds for public education is a function of constitutional provisions 
affecting school district revenues and expenditures (see “CONSTITUTIONAL AND STATUTORY 
PROVISIONS AFFECTING DISTRICT REVENUES AND APPROPRIATIONS”), the condition of the 
State economy (which affects total revenue available to the State general fund), and the annual State 
budget process.

State Budget

The following information concerning the State’s budgets has been obtained from publicly 
available information which the District believes to be reliable; however, the District does not guaranty 
the accuracy or completeness of this information and has not independently verified such information.  
Furthermore, it should not be inferred from the inclusion of this information herein that the principal of or 
interest on the Refunding Bonds is payable from the General Fund.  The Refunding Bonds are payable 
solely from the proceeds of an ad valorem tax required to be levied by the County in an amount sufficient 
for the payment thereof.

Recent Developments Regarding State Finances.  Following a severe recession in the early 
1990s, the State’s financial condition improved markedly starting in 1995-1996, due to a combination of 
better-than-expected revenues, slowdown in growth of social welfare programs, and continued spending 
restraint based on actions taken in earlier years.  The economy grew strongly between 1994 and 2000, 
generally outpacing the nation, and as a result, for the five Fiscal Years from 1995-1996 to 1999-2000, 
the General Fund tax revenues exceeded the estimates made at the time the budgets were enacted.  These 
additional funds were largely directed to school spending as mandated by Proposition 98, to make up 
shortfalls from reduced federal health and welfare aid in 1995-1996 and 1996-1997, and to fund new 
program initiatives, including education spending above Proposition 98 minimums, tax reductions, aid to 
local governments and infrastructure expenditures.
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Starting in early 2001, the State faced significant financial challenges, with an economic
recession in 2001 and a sluggish recovery in 2002 and 2003 (with greatest impacts in the high technology, 
internet, and telecommunications sectors, especially in northern California); weakened exports; and most 
particularly, large stock market declines between 2000 and 2002 (with attendant declines in stock option 
values and capital gains realizations).  These adverse fiscal and economic factors resulted in an erosion of 
State general fund tax revenues.  The three largest State general fund tax sources are personal income, 
sales and use, and corporate taxes.  The bulk of the revenue declines were from personal income taxes, 
principally from reduced capital gains realizations and stock option income.  This revenue drop resulted 
in a shortfall between State revenues and anticipated spending demands during the Fiscal Years 2001-
2002 through 2003-2004 resulting in a total accumulated deficit of approximately $22 billion.

Two measures intended to address the cumulative budget deficit and to implement structural 
reform were both approved at the March 10, 2004 statewide primary election.  The California Economic 
Recovery Bond Act (Proposition 57) authorized the issuance of up to $15 billion of economic recovery 
bonds to finance the negative State general fund reserve balance as of June 30, 2004 and other State 
general fund obligations undertaken prior to June 30, 2004.  The first two series of economic recovery 
bonds, which were issued on May 11, 2004, provided approximately $8.339 billion of net proceeds to the 
State’s general fund.  A third series of economic recovery bonds in the principal amount of $2.974 billion 
was issued on June 16, 2004.  The Balanced Budget Amendment (Proposition 58) requires the State to 
adopt and maintain a balanced budget and establish a reserve, and restricts future long-term deficit-related 
borrowing.

During the second half of 2003 and during 2004, the recovery of the California economy 
broadened and strengthened (although with continuing weakness in job growth) and further moderate 
growth continued in 2005 through 2007.  However, the State is currently experiencing a severe economic 
downturn, similar to the trends throughout the United States, particularly with regard to the subprime 
mortgage market.  Due to rising mortgage interest rates between 2004 and 2006, there was significant 
disruption in the supply and demand in the national housing market.  Since early 2007, the delinquency 
rate of subprime and other mortgages (particularly those with adjustable interest rates) has risen, and the
foreclosure rate has increased significantly.  Such losses in the mortgage market has rippled into other 
financial markets, as investors continue to closely examine credit risks.  In addition, the unemployment 
rate in California currently exceeds 12%.

2008-09 State Budget.  On September 23, 2008, the Governor signed the 2008-09 State Budget 
into law (the “2008-09 Budget”).  The 2008-09 Budget attempted to resolve the $24.3 billion budget 
deficit identified in the May (2008) Revision to the Governor’s Proposed Budget.  The 2008-09 Budget, 
as adopted, projected revenues of $103.027 billion in 2007-08 and $101.991 billion in 2008-09
(representing an increase of $1.837 billion in 2007-08 and a decrease of $996 million in 2008-09, 
compared with the May Revision), provided a modest reserve of $1.7 billion, but projected a deficit of 
$1.0 billion in 2009-10.

Special Session – Revisions to 2008-09 Budget; 2009-10 Adopted State Budget.  Below is a 
summary of legislative actions from November 5, 2008 through February 20, 2009, on which date the 
Governor signed a budget package addressing the 2008-09 Budget deficit, and adopting the 2009-10
Budget.

November 5, 2008.  The Governor called the State Legislature into special session to deal with a 
budget deficit of $11 billion which had arisen since the 2008-09 budget was adopted, principally because 
of a shortfall in revenues.  This special session extended through February 19, 2009.
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January 9, 2009.  The Governor submitted his proposed 2009-10 Budget (the “2009-10 Proposed
Budget”) to the State Legislature.  The 2009-10 Proposed Budget assumed that, without corrective action, 
the State would face a deficit of $39.6 billion at the end of 2009-10.  The 2009-10 Proposed Budget 
proposed $41.7 billion in budgetary solutions to close the gap and establish a $2.2 billion reserve, 
including: the issuance of $4.7 billion in revenue anticipation warrants, capturing savings in K-14
education through spending  reductions, accounting changes and cost deferrals and raising $5 billion in 
proceeds with the securitization of lottery revenues.  Many of the Governor’s proposals required voter 
approval to be implemented.

The LAO Stated that while the 2009-10 Proposed Budget was generally reasonable it would 
likely be subject to risks associated with continued deterioration of the economy, noting that it relied 
heavily on State borrowing, which was subject to voter approval, the favorable resolution of legal issues, 
and the State’s access to credit markets.  On January 14, 2009, the LAO released its report entitled 
“California’s Cash Flow Crisis” stating that the State’s cash flow had deteriorated steadily since the end 
of calendar year 2007 due to, among other things, sharply weakened General Fund revenues and limited 
access to credit markets.

February 19, 2009.  The California Legislature voted to approve a budget package (the “Budget 
Package”) addressing the State’s $42 billion deficit, which includes $15 billion in State spending 
reductions, $12.8 billion in temporary tax increases (including an increase in the vehicle license fee and 
an increase in State sales and income taxes), $11.4 billion in borrowing and a $1 billion reserve.  The 
Budget Package includes revisions to the 2008-09 Budget (the “current year”) and adoption of the 2009-
10 Budget, covering a 17 month period ending July 1, 2010 (the “budget year”), addressing spending 
reductions, revenue increases, economic stimulus and increasing governmental efficiency.  Certain 
measures contained in the Budget Package required voter approval at a special Statewide election which 
was held on May 19, 2009.  Because the voters rejected the three propositions on the special election 
ballot that would have helped balance the State’s budget, there will need to be further revisions to the 
Budget (see “May 14, 2009 Budget Revision” below).  Key provisions of the Budget Package currently 
are: Key provisions of the Budget Package are:

Education Spending Reductions.  Significant Proposition 98 related reductions, consisting 
of approximately $7.4 billion in reductions in Proposition 98 funding in 2008-09 compared to the 
adopted 2008-09 Budget Act, through $2.4 billion in program reductions and savings and $5 
billion in Proposition 98 funding deferrals and fund swaps.  The 2009-10 Budget provides for 
$400 million in fund swaps and a total Proposition 98 funding of $55.3 billion, which is $400 
million less than the total amount proposed in 2008-09.

Health and Human Services Reductions.  Approximately $1.6 billion in reductions by 
eliminating cost of living increases, cutting payments to certain centers serving the disabled, 
reducing monthly public assistance benefit payments, and delaying projects.

State Employee Payroll Reductions.  Approximately $1.4 billion in reductions by 
implementing furloughs, reductions in overtime, and elimination of some State paid holidays.

Sales Tax Increase.  A one cent increase in the State sales tax, generating approximately 
$5.9 billion (2 years).

Vehicle License Fee Increase.  Increasing the fee from 0.65% to 1.15% (2 years).

State Personal Income Tax Increase.  Imposing a 0.25% surcharge on personal income 
tax and reducing the dependent tax credit (two years).



A-13

State Lottery.  Provisions modernizing the State Lottery to generate approximately $5 
billion in revenues in 2009-10.

Reducing State Categorical Funding for Education; Increasing Categorical Flexibility.
Reductions in K-12 categorical programs estimated at approximately 15%.  However, to mitigate 
program reductions, the budget provides for categorical funding flexibility over five years, 
allowing the transfer of funds from 40 categorical programs to the general fund, commencing in 
2008-09.  In addition, categorical ending balances can be used for general purpose activities in 
the current and budget year with certain exclusions.

K-12 Education.  Additional detail on K-12 programs affected by the 2009-10 Budget follows:

Major Revenue Limit and Categorical Program Reductions.  Provides $1.9 billion in K¬ 
12 program reductions split evenly between revenue limits and categorical programs in the 
current year.  These reductions continue in the budget year, growing to $2.4 billion.  More than 
50 categorical programs will be subject to across the board reductions that will be allocated 
proportionally at roughly 15%.

Categorical Flexibility.  Allows local educational agencies to transfer unlimited funds 
from more than 40 categorical programs to their general purpose accounts.

Cost of Living Adjustments (COLA).  Eliminates $247 million for a partial COLA for K¬ 
12 revenue limits in 2008-09, saving approximately $2.5 billion.

Payment Deferrals.  In current year extends $2.8 billion in existing payment deferrals for 
K-14 education from April to July 2009 and recognizes these payments for purposes of 
Proposition 98; in budget year, shifts an additional $2.7 billion in K-14 payments from July and 
August to October 2009.

Additionally, the 2009-10 Budget funds of K-12 home to school transportation through swaps 
from the Public Transportation Account and the Mass Transportation Fund, allows prior  year categorical 
fund balances to be used for general purpose activities in the current year and budget year, reduces the 
penalties for exceeding maximum class sizes for the next four years, suspends the statutory requirement to 
purchase newly adopted instructional materials, reduces routine maintenance reserve requirement from 
3% to 1% for five years, suspends reserve and reporting maintenance for deferred maintenance for five 
years, eliminates all funding for the High Priority Schools Grant Program in the budget year and suspends 
annual funding for the Emergency Repair Program in the budget year.

February 13, 2009.  The U.S. House of Representatives and the Senate approved the American 
Recovery and Reinvestment Act, which commits a total of $787 billion nationwide.  A report issued by 
the LAO entitled “Federal Economic Stimulus Package: Fiscal Effect on California” estimates that the 
State will receive over $31 billion in aid and billions more in competitive grants.  The LAO estimates that 
about $8 billion of these funds will be available in 2008-09 and 2009-10 to relieve the State’s budgetary 
problems.  Of this amount, the State’s health programs will receive the largest share (about $9 billion) and 
education related programs will receive nearly $8 billion.  Labor and workforce development and social 
services programs will receive about $6 billion and $3.5 billion, respectively.  By April 1, 2009 the State 
Director of Finance and State Treasurer will recalculate the $8 billion estimate.  If the amount is less than 
$10 billion, then annual State program reductions of nearly $1 billion and revenue increases of about $1.8 
billion adopted as part of the 2009-10 Budget will go into effect.
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February 20, 2009.  The Governor signed the Budget Package.  The Governor used his line item 
veto authority in an attempt to achieve $1 billion more in State General Fund savings in the 2009-10
Budget.  This includes at lease a 10% reduction in expenditures for certain State offices through furlough 
days, elimination of positions, overtime reform and reducing paid State holidays, replacing State General 
Fund appropriations with respect to higher education with federal funds, and finding savings through 
reforms and cost saving measures with the California Department of Corrections and Rehabilitation.

March 13, 2009 LAO Report.  On March 13, 2009, the LAO updated its revenue forecast and 
projects that revenues will fall short of the assumptions in the 2009-10 Budget by $8 billion and that 
number of the adopted solutions revenue increases and spending reductions are of a short term duration.  
Thus, without corrective actions, the State’s huge operating shortfalls will reappear in future years 
growing from $12.6 billion in 2010 11 to $26 billion in 2013.

May 7, 2009 LAO Report.  On May 7, 2009, the LAO reported that, as result of the budget and 
cash pressures of recent months, the General Fund’s “cash cushion” the moneys available to pay State 
bills at any given time currently is projected to end fiscal year 2008-09 at a much lower level than normal.  
Without additional legislative measures to address the State’s fiscal difficulties or unprecedented amounts 
of borrowing from the short term credit markets, the State will not be able to pay many of its bills on time 
for much of fiscal year 2009-10.  Deterioration of the State’s economic and revenue picture (such as the 
$8 billion revenue shortfall the LAO forecast in March 2009) or failure of measures in the May 19 special 
election would increase the State’s cash flow pressures substantially—potentially increasing the short 
term borrowing requirement to well over $20 billion.  The LAO concludes that the State is likely to have 
difficulty borrowing anywhere close to the needed amounts from the short term bond markets based on 
the State’s own credit.  The LAO advised the Legislature to reduce the State’s short term borrowing need 
to an amount under $10 billion for fiscal year 2009-10, which would require pursuit of two options: (a) 
additional actions to increase revenues or decrease expenditures in order to return the fiscal year 2009-10
budget to balance; and (b) additional actions to delay or defer scheduled payments to schools, local 
governments, service providers, and others.

May 14, 2009 Budget Revision.  Under California law, in May of each year the Governor issues a 
revised budget with changes he or she can support, based on the debate, analysis and changes in the 
economic forecasts.  On May 14, 2009, the Governor released the May Revision, which includes two 
alternative proposals to revise the State budget to address the State’s increasing deficit.  The specific 
proposal to be considered depended, in part, on the result of certain Statewide ballot measures decided by 
the voters on the May 19, 2009 special election ballot.

Because the voters of the State rejected the three propositions on the special election ballot that 
would have helped balance the State’s budget, the Governor estimates a budget shortfall of $21 billion in 
2009-10.  The Legislature and the Governor will now need to agree to billions of dollars of additional 
spending cuts, tax increases, or other budgetary solutions to bring the budget back into balance.  
Proposals in the May Revision include various expenditure cuts, borrowings, and other measures.  Such 
cuts and other measures may include reducing State payments to school districts by shortening the school 
year by five to seven and a half days, increasing class sizes and laying off additional teachers as needed to 
absorb reduced funding levels.  Further details concerning the Governor’s revised budget are expected to 
be available at http://www.ebudget.ca.gov/.  The District cannot predict the exact impact any such budget 
reductions will have on its General Fund operating budget for the coming fiscal year.

May 21, 2009 LAO Report.  On May 21, 2009, the LAO commented on the May Revision, stating 
that the Governor’s estimate of a new $21 billion budget problem is reasonable and the May Revision 
proposals include major spending reductions and serious efforts for long–term State efficiencies and 
savings.  The LAO reiterated that by acting quickly and reducing reliance on some of the Governor’s 
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riskiest proposals such as financing $5.5 billion of the deficit by issuing revenue anticipation warrants the 
Legislature can return the budget to balance, prevent another State cash crunch, and preserve core funding 
for what it deems to be California’s long–term priorities.  To accomplish these goals, the Legislature now 
needs to cut lower–priority programs substantially or eliminate them.  To address significant budget 
deficits forecast in future years, the Legislature also needs to begin work this year on measures that 
further improve the efficiency of State services for 2010 11 and beyond.

Governor Declares Fiscal Emergency; State Begins Issuing IOUs.  The Governor announced on 
July 1 that the budget deficit had grown by $2 billion to $26.3 billion due to the failure of State 
lawmakers to adopt immediate education cuts and money shifting plans by the June 30 fiscal year end.  
He has declared a fiscal emergency and ordered a Proposition 58 special session of the Legislature to 
solve the State’s deficit within 45 days.  The Governor ordered State employees to take three unpaid 
furlough days every month and proposed closing the additional $2 billion shortfall largely by cutting 
school spending even further, which would require suspension of Proposition 98.  Due to the inability of 
the Legislature to close the deficit and address the State’s cash crisis, on July 2 the State began issuing 
registered warrants, or IOU’s, to several classes of creditors, including certain local governments.  The 
registered warrants are expected to be redeemable in October, if the State treasury has enough money to 
cover them.

2009-10 State Budget Amendments.  On July 24, the California legislature approved amendments 
to the 2009-10 budget involving 30 separate pieces of legislation to close the $26.3 billion shortfall in the 
State’s 2009-10 general fund budget.  The Governor signed the budget plan on July 28.  Total general 
fund spending in 2009-10 will be more than $84 billion, down from nearly $91.7 billion in 2008-09 and 
nearly $103 billion in 2007 08.  The budget amendments combine deep spending cuts, borrowing from 
local governments and accounting maneuvers.

The $15.3 billion in additional spending cuts include:

 $6.1 billion from the K-14 education budget.

 $2.8 billion from the California State University and University of California systems.

 $1.3 billion in savings by furloughing nearly 200,000 State workers three days out of 
each month.

 Approximately $3.2 billion from health and human services, including $1.3 billion in cuts 
to Medicaid.

The approved amendments include borrowing from local governments and various accounting 
maneuvers to generate additional revenues in the 2009-10:

 $2 billion borrowed from counties’ property tax collections under provisions of 
Proposition 1A approved by the voters in 2004, but the State must repay counties with 
interest within three years.

 $1.7 billion shift from redevelopment agencies into State funds in exchange for extending 
the number of years the agencies could collect tax increment.

 $1 billion in revenues to be generated by selling a portion of the State Compensation 
Insurance Fund’s workers’ compensation insurance portfolio.
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 $1.2 billion in savings from a one time deferment of State worker paychecks for one day, 
moving them into the next fiscal year.

 $1.7 billion in revenues by requiring taxpayers who make quarterly estimated payments 
to pay more in the first six months.  This will result in lower revenues in the first half of 
the next fiscal year.

 $600 million in revenues by increasing income tax withholdings from paychecks.  This 
allows the State to grab more tax revenue earlier but will result in lower revenue later due 
to higher tax refunds or less taxes owed.

The accounting shifts rely on the assumption that an economic recovery will be well underway in 
the next fiscal year and many economists believe that they will result in a huge budget shortfall next year.  
Additionally, borrowing revenues from local governments is likely to result in litigation.

The approved budget amendments discarded plans to take $1 billion in gasoline tax revenues 
from local governments and failed to approve $100 million in revenue from oil leases to be sold in the 
Santa Barbara Channel.  Instead, the legislature intended the $1.1 billion difference was to be made up by 
tapping out the general fund reserve.  The Governor, however, exercised his line item veto power to make 
nearly $500 million in additional cuts to social services, State prisons and higher education, and providing 
for a general fund reserve of $500 million.

K-14 Spending Cuts.  Total Proposition 98 funding is reduced by $2.1 billion in 2008-09 and $4.5 
billion in 2009-10 compared to the levels appropriated in the February Budget Act.  However, Proposition 
98 General Fund savings are $5.3 billion in 2009-10 because of the property tax shift of $850 million 
from redevelopment agencies to schools.

Additional detail with respect to the effect of the budget amendments relating to K-14 education 
follows:

 A $1.6 billion “recapture” of 2008-09 categorical funding for schools that had been 
appropriated but not actually sent to districts and county offices.  This was seen as the 
only way to reduce funding for the fiscal year ending 2008-09, thereby lowering the base 
for 2009-10.  To equalize the impact among all districts, the categorical cuts will be 
restored in 2009-10 and an equal amount of approximately $250 per ADA will be 
reduced from revenue limits Statewide.

 $2.4 billion from 2009-10 general purpose spending for local educational agencies 
resulting in cuts of approximately $390 per ADA.

 $1.7 billion of 2009-10 payments that will be deferred from April and May into August 
of fiscal year 2010 11.

Additional changes include provisions to permit school districts to reduce the number of school 
days by five days to 175 days through 2012 13 and lowering the reserve requirement for economic 
uncertainty to one third of the usual requirement.

Information about State budgets is regularly available at various State maintained websites.  See: 
www.dof.ca.gov, under the heading “California Budget”.  Additionally, an impartial analysis of the 
budget is posted by the Office of the Legislative Analyst at www.lao.ca.gov.  The information referred to 
is prepared by the respective State agency maintaining each website and not by the District, and the 



A-17

District takes no responsibility for the continued accuracy of the Internet addresses or for the accuracy, 
completeness or timeliness of information posted there, and such information is not incorporated in this 
Official Statement by these references.

Future Budgets.  The District cannot predict what actions will be taken in the future by the 
Legislature and the Governor to address changing State revenues and expenditures.  The State budget will 
be affected by national and state economic conditions and other factors over which the District will have 
no control.  Continued State budget shortfalls in future fiscal years could have an adverse financial impact 
on the District.

Minimum Funding Guarantees for California School Districts Under Propositions 98 and 111

General.  In 1988, California voters approved Proposition 98, an initiative that amended 
Article XVI of the State Constitution and provided specific procedures to determine a minimum guarantee 
for annual kindergarten through community college (“K-14”) funding.  The constitutional provision links 
the K-14 funding formulas to growth factors that are also used to compute the State appropriations limit.  
Proposition 111 (Senate Constitutional Amendment 1), adopted in June 1990, among other things, 
changed some earlier school funding provisions of Proposition 98 relating to the treatment of revenues in 
excess of the State spending limit and added a third funding “test” to calculate the annual funding 
guarantee.  This third calculation is operative in years in which State general fund tax revenue growth is 
weak.  The amendment also specified that under Test 2 (see “—Calculating Minimum Funding 
Guarantee” below), the annual cost of living adjustment (“COLA”) for the minimum guarantee for annual 
K-14 funding would be the change in California’s per-capita personal income, which is the same COLA 
used to make annual adjustments to the State appropriations limit (Article XIIIB).

In addition to the various tests for calculating the minimum funding guarantee, the most 
significant provisions of Proposition 111 are summarized as follows:

(a) Annual Adjustments to Spending Limit.  The annual adjustments to the 
Article XIIIB spending limit were liberalized to be more closely linked to the rate of economic 
growth.  Instead of being tied to the Consumer Price Index, the “change in the cost of living” is 
now measured by the change in California per capita personal income.  The definition of “change 
in population” specifies that a portion of the State’s spending limit is to be adjusted to reflect 
changes in school attendance.

(b) Treatment of Excess Tax Revenues.  “Excess” tax revenues with respect to 
Article XIIIB are now determined based on a two-year cycle, so that the State can avoid having to 
return to taxpayers excess tax revenues in one year if its appropriations in the next fiscal year are 
under its limit.  In addition, the Proposition 98 provision regarding excess tax revenues was 
modified.  After any two-year period, if there are excess State tax revenues, 50% of the excess is 
to be transferred to K-14 school districts with the balance returned to taxpayers; under prior law, 
100% of excess State tax revenues went to K-14 school districts, but only up to a maximum of 
4% of the schools’ minimum funding level.  Also, reversing prior law, any excess State tax 
revenues transferred to K-14 school districts are not built into the school districts’ base 
expenditures for calculating their entitlement for State aid in the next year, and the State’s 
appropriations limit is not to be increased by this amount.

(c) Exclusions from Spending Limit.  Two exceptions were added to the calculation 
of appropriations which are subject to the Article XIIIB spending limit.  First, there are excluded 
all appropriations for “qualified capital outlay projects” as defined by the Legislature.  Second, 
there are excluded any increases in gasoline taxes above the 1990 level (then nine cents per 
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gallon), sales and use taxes on such increment in gasoline taxes, and increases in receipts from 
vehicle weight fees above the levels in effect on January 1, 1990.  These latter provisions were 
necessary to make effective the transportation funding package approved by the Legislature and 
the Governor, which expected to raise over $15 billion in additional taxes from 1990 through 
2000 to fund transportation programs.

(d) Recalculation of Appropriations Limit.  The Article XIIIB appropriations limit 
for each unit of government, including the State, is to be recalculated beginning in Fiscal Year 
1990-91.  It is based on the actual limit for Fiscal Year 1986-87, adjusted forward to 1990-91 as if 
Proposition 111 had been in effect.

Calculating Minimum Funding Guarantee.  There are currently three tests which determine the 
minimum level of K-14 funding.  Under implementing legislation for Proposition 98 (AB 198 and SB 98 
of 1989), each segment of public education (K-12 districts, community college districts, and direct 
elementary and secondary level instructional services provided by the State) has separately calculated 
amounts under the Proposition 98 tests.  The base year for the separate calculations is 1989-90.  Each 
year, each segment is entitled to the greater of the amounts separately computed for each under Test 1 
or 2.  Should the calculated amount of Proposition 98 guarantee (K-14 aggregated) be less than the sum of 
the separate calculations, then the Proposition 98 guarantee amount shall be prorated to the three 
segments in proportion to the amount calculated for each.  This statutory split has been suspended in 
every year beginning with 1992-93.  In those years, community colleges received less than was required 
from the statutory split.

Test 1 guarantees that K-14 education will receive at least the same funding share of the State 
general fund budget it received in 1986-87.  Initially, that share was just over 40%.  Because of the major 
shifts of property tax from local government to community colleges and K-12 which began in 1992-93 
and increased in 1993-94, the percentage dropped to 33.0%.

Test 2 provides that K-14 education will receive as a minimum, its prior-year total funding 
(including State general fund and local revenues) adjusted for enrollment growth (A.D.A.) and per-capita 
personal income COLA.

A third formula, established pursuant to Proposition 111 as “Test 3”, provides an alternative 
calculation of the funding base in years in which State per-capita general fund revenues grow more slowly 
than per-capita personal income.  When this condition exists, K-14 minimum funding is determined based 
on the prior-year funding level, adjusted for changes in enrollment and COLA where the COLA is 
measured by the annual increase in per-capita State general fund revenues, instead of the higher per-capita 
personal income factor.  The total allocation, however, is increased by an amount equal to one-half of 1% 
of the prior-year funding level as a funding supplement.

In order to make up for the lower funding level under Test 3, in subsequent years K-14 education 
receives a maintenance allowance equal to the difference between what should have been provided if the 
revenue conditions had not been weak and what was actually received under the Test 3 formula.  This 
maintenance allowance is paid in subsequent years when the growth in per-capita State tax revenue 
outpaces the growth in per-capita personal income.

The enabling legislation to Proposition 111, Chapter 60, Statutes of 1990 (SB 98, Garamendi), 
further provides that K-14 education shall receive a supplemental appropriation in a Test 3 year if the 
annual growth rate in non-Proposition 98 per-capita appropriations exceeds the annual growth rate in 
per-pupil total spending.
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CONSTITUTIONAL AND STATUTORY PROVISIONS
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS

Principal of and interest on the Refunding Bonds are payable from the proceeds of an ad valorem
tax required to be levied by the County in an amount sufficient for the payment thereof.  See “SECURITY 
AND SOURCES OF PAYMENT” herein.  Articles XIIIA, XIIIB, XIIIC and XIIID of the California 
Constitution, Propositions 62, 98, and 111 and certain other provisions of law are discussed in this 
Section to describe the potential effect of these constitutional and statutory measures on the ability of the 
District to levy taxes and spend tax proceeds for operating and other purposes, and it should not be 
inferred from the inclusion of such materials that these laws impose any limitation on the ability of the 
District to levy taxes for payment of the Refunding Bonds.  The tax levied by the County for payment of 
the Refunding Bonds was approved by the District’s voters in compliance with Article XIIIA, 
Article XIIIC, and all applicable laws.

Article XIIIA of the California Constitution

Article XIIIA of the State Constitution limits the amount of ad valorem taxes on real property to 
1% of “full cash value” as determined by the county assessor.  Article XIIIA defines “full cash value” to 
mean “the county assessor’s valuation of real property as shown on the 1975-76 bill under ‘full cash 
value,’ or thereafter, the appraised value of real property when purchased, newly constructed or a change 
in ownership has occurred after the 1975 assessment,” subject to exemptions in certain circumstances of 
property transfer or reconstruction.  The “full cash value” is subject to annual adjustment to reflect 
increases, not to exceed 2% for any year, or decreases in the consumer price index or comparable local 
data, or to reflect reductions in property value caused by damage, destruction or other factors.

Article XIIIA requires a vote of two-thirds of the qualified electorate of a city, county, special 
district or other public agency to impose special taxes, while totally precluding the imposition of any 
additional ad valorem, sales or transaction tax on real property.  Article XIIIA exempts from the 1% tax 
limitation any taxes above that level required to pay debt service (a) on any indebtedness approved by the 
voters prior to July 1, 1978; (b) on any bonded indebtedness approved by two-thirds of the votes cast by 
the voters for the acquisition or improvement of real property on or after July 1, 1978; or (c) bonded 
indebtedness incurred by a school district or community college district for the construction, 
reconstruction, rehabilitation or replacement of school facilities or the acquisition or lease of real property 
for school facilities, approved by 55% or more of the votes cast of the proposition, but only if certain 
accountability measurers are included in the proposition.  The tax for payment of the Refunding Bonds 
falls within the exception described in (b) of the immediately preceding sentence.  In addition, 
Article XIIIA requires the approval of two-thirds of all members of the Legislature to change any State 
taxes for the purpose of increasing tax revenues.

Legislation Implementing Article XIIIA

Legislation has been enacted and amended a number of times since 1978 to implement 
Article XIIIA.  Under current law, local agencies are no longer permitted to levy directly any property tax 
(except to pay voter-approved indebtedness).  The 1% property tax is automatically levied by the county 
and distributed according to a formula among taxing agencies.  The formula apportions the tax roughly in 
proportion to the relative shares of taxes levied prior to 1979.

That portion of annual property tax revenues generated by increases in assessed valuations within 
each tax rate area within a county, subject to redevelopment agency, if any, claims on tax increment and 
subject to changes in organizations, if any, of affected jurisdictions, is allocated to each jurisdiction within 



A-20

the tax rate area in the same proportion that the total property tax revenue from the tax rate area for the 
prior year was allocated to such jurisdictions.

Increases of assessed valuation resulting from reappraisals of property due to new construction, 
change in ownership or from the annual adjustment not to exceed 2% are allocated among the various 
jurisdictions in the “taxing area” based upon their respective “situs.”  Any such allocation made to a local 
agency continues as part of its allocation in future years.

All taxable property is shown at 100% of assessed value on the tax rolls.  Consequently, the tax 
rate is expressed as $1 per $100 of taxable value.  All taxable property value included in this Official 
Statement is shown at 100% of taxable value (unless noted differently) and all tax rates reflect the $1 per 
$100 of taxable value.

Both the United States Supreme Court and the California State Supreme Court have upheld the 
general validity of Article XIIIA.

Unitary Property

Some amount of property tax revenue of the District is derived from utility property which is 
considered part of a utility system with components located in many taxing jurisdictions (“unitary 
property”).  Under the State Constitution, such property is assessed by the State Board of Equalization 
(“SBE”) as part of a “going concern” rather than as individual pieces of real or personal property.  
State-assessed unitary and certain other property is allocated to the counties by SBE, taxed at special 
county-wide rates, and the tax revenues distributed to taxing jurisdictions (including the District) 
according to statutory formulae generally based on the distribution of taxes in the prior year.

The California electric utility industry has been undergoing significant changes in its structure 
and in the way in which components of the industry are regulated and owned.  Sale of electric generation 
assets to largely unregulated, nonutility companies may affect how those assets are assessed, and which 
local agencies are to receive the property taxes.  The District is unable to predict the impact of these 
changes on its utility property tax revenues, or whether legislation may be proposed or adopted in 
response to industry restructuring, or whether any future litigation may affect ownership of utility assets 
or the State’s methods of assessing utility property and the allocation of assessed value to local taxing 
agencies, including the District.  So long as the District is not a basic aid district, taxes lost through any 
reduction in assessed valuation will be compensated by the State as equalization aid under the State’s 
school financing formula.

Article XIIIB of the California Constitution

Article XIIIB of the State Constitution (“Article XIIIB”), as subsequently amended by 
Propositions 98 and 111, respectively, limits the annual appropriations of the State and of any city, 
county, school district, authority or other political subdivision of the State to the level of appropriations of 
the particular governmental entity for the prior fiscal year, as adjusted for changes in the cost of living 
and in population and for transfers in the financial responsibility for providing services and for certain 
declared emergencies.  As amended, Article XIIIB defines:

(a) “change in the cost of living” with respect to community college districts to mean 
the percentage change in California per capita income from the preceding year; and
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(b) “change in population” with respect to a community college district to mean the 
percentage change in the average daily attendance of the school district from the preceding fiscal 
year.

For fiscal years beginning on or after December 1, 1990, the appropriations limit of each entity of 
government shall be the appropriations limit for the 1986-87 Fiscal Year adjusted for the changes made 
from that fiscal year pursuant to the provisions of Article XIIIB, as amended.

The appropriations of an entity of local government subject to Article XIIIB limitations include 
the proceeds of taxes levied by or for that entity and the proceeds of certain State subventions to that 
entity.  “Proceeds of taxes” include, but are not limited to, all tax revenues and the proceeds to the entity 
from (a) regulatory licenses, user charges and user fees (but only to the extent that these proceeds exceed 
the reasonable costs in providing the regulation, product or service); and (b) the investment of tax 
revenues.

Appropriations subject to limitation do not include (a) refunds of taxes; (b) appropriations for 
debt service; (c) appropriations required to comply with certain mandates of the courts or the federal 
government; (d) appropriations of certain special districts; (e) appropriations for all qualified capital 
outlay projects as defined by the legislature; (f) appropriations derived from certain fuel and vehicle 
taxes; and (g) appropriations derived from certain taxes on tobacco products.

Article XIIIB includes a requirement that all revenues received by an entity of government other 
than the State in a fiscal year and in the fiscal year immediately following it in excess of the amount 
permitted to be appropriated during that fiscal year and the fiscal year immediately following it shall be 
returned by a revision of tax rates or fee schedules within the next two subsequent fiscal years.

Article XIIIB also includes a requirement that 50% of all revenues received by the State in a 
fiscal year and in the fiscal year immediately following it in excess of the amount permitted to be 
appropriated during that fiscal year and the fiscal year immediately following it shall be transferred and 
allocated to the State School Fund pursuant to Section 8.5 of Article XVI of the State Constitution.  See 
“FUNDING OF SCHOOL DISTRICTS IN CALIFORNIA—Minimum Funding Guarantees for 
California School Districts Under Propositions 98 and 111” above.

Article XIIIC and Article XIIID of the California Constitution

On November 5, 1996, the voters of the State of California approved Proposition 218, popularly 
known as the “Right to Vote on Taxes Act.”  Proposition 218 added to the California Constitution 
Articles XIIIC and XIIID, which contain a number of provisions affecting the ability of local agencies, 
including community college districts, to levy and collect both existing and future taxes, assessments, fees 
and charges.

According to the “Title and Summary” of Proposition 218 prepared by the California Attorney 
General, Proposition 218 limits “the authority of local governments to impose taxes and property-related 
assessments, fees and charges.”  Among other things, Article XIIIC establishes that every tax is either a 
“general tax” (imposed for general governmental purposes) or a “special tax” (imposed for specific 
purposes), prohibits special purpose government agencies such as community college districts from 
levying general taxes, and prohibits any local agency from imposing, extending or increasing any special 
tax beyond its maximum authorized rate without a two-thirds vote; and also provides that the initiative 
power will not be limited in matters of reducing or repealing local taxes, assessments, fees and charges.  
Article XIIIC further provides that no tax may be assessed on property other than ad valorem property 
taxes imposed in accordance with Articles XIII and XIIIA of the California Constitution and special taxes 



A-22

approved by a two-thirds vote under Article XIIIA, Section 4.  Article XIIID deals with assessments and 
property-related fees and charges, and explicitly provides that nothing in Article XIIIC or XIIID will be 
construed to affect existing laws relating to the imposition of fees or charges as a condition of property 
development.

The District does not impose any taxes, assessments, or property-related fees or charges which 
are subject to the provisions of Proposition 218.  It does, however, receive a portion of the basic one 
percent ad valorem property tax levied and collected by the County pursuant to Article XIIIA of the 
California Constitution.  The provisions of Proposition 218 may have an indirect effect on the District, 
such as by limiting or reducing the revenues otherwise available to other local governments whose 
boundaries encompass property located within the District thereby causing such local governments to 
reduce service levels and possibly adversely affecting the value of property within the District.

Proposition 39

On November 7, 2000, California voters approved an amendment (commonly known as 
Proposition 39) to the California Constitution.  This amendment (a) allows school facilities bond 
measures to be approved by 55% (rather than two-thirds) of the voters in local elections and permits 
property taxes to exceed the current 1% limit in order to repay the bonds and (b) changes existing 
statutory law regarding charter school facilities.  As adopted, the constitutional amendments may be 
changed only with another statewide vote of the people.  The statutory provisions could be changed by a 
majority vote of both houses of the Legislature and approval by the Governor, but only to further the 
purposes of the proposition.  The local school jurisdictions affected by this Proposition are K–12 school 
districts, including the District, community college districts, and county offices of education.  As noted 
above, the California Constitution previously limited property taxes to 1% of the value of property.  
Property taxes may only exceed this limit to pay for (i) any local government debts approved by the 
voters prior to July 1, 1978 or (ii) bonds to buy or improve real property that receive two-thirds voter 
approval after July 1, 1978.

The 55% vote requirement applies only if the local bond measure presented to the voters 
includes: (a) a requirement that the bond funds can be used only for construction, rehabilitation, 
equipping of school facilities, or the acquisition or lease of real property for school facilities; (b) a 
specific list of school projects to be funded and certification that the school board has evaluated safety, 
class size reduction, and information technology needs in developing the list; and (c) a requirement that 
the school board conduct annual, independent financial and performance audits until all bond funds have 
been spent to ensure that the bond funds have been used only for the projects listed in the measure.  
Legislation approved in June 2000 places certain limitations on local school bonds to be approved by 
55% of the voters.  These provisions require that the tax rate levied as the result of any single election be 
no more than $60 (for a unified school district), $30 (for a high school or elementary school district), or 
$25 (for a community college district), per $100,000 of taxable property value.  These requirements are 
not part of this Proposition and can be changed with a majority vote of both houses of the Legislature and 
approval by the Governor.

Proposition 1A

On November 2, 2004, California voters approved Proposition 1A, which amends the State 
Constitution to significantly reduce the State’s authority over major local government revenue sources.  
Under Proposition 1A, the State cannot (i) reduce local sales tax rates or alter the method of allocating the 
revenue generated by such taxes, (ii) shift property taxes from local governments to schools or 
community colleges, (iii) change how property tax revenues are shared among local governments without 
two-thirds approval of both houses of the State Legislature, or (iv) decrease Vehicle License Fee revenues 
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without providing local governments with equal replacement funding.  Beginning in 2008-09, the State 
may shift to schools and community colleges a limited amount of local government property tax revenue 
if certain conditions are met, including: (i) a proclamation by the Governor that the shift is needed due to 
a severe financial hardship of the State, and (ii) approval of the shift by the State Legislature with a two-
thirds vote of both houses.  Under such a shift, the State must repay local governments for the property 
tax losses, with interest, within three years.  Proposition 1A does allow the State to approve voluntary 
exchanges of local sales tax and property tax revenues among local governments within a county.  
Proposition 1A also amends the State Constitution to require the State to suspend certain State laws 
creating mandates in any year that the State does not fully reimburse local governments for their costs to 
comply with the mandates.  This provision does not apply to mandates relating to schools or community 
colleges or to those mandates relating to employee rights.

Future Initiatives

Article XIIIA, Article XIIIB, Article XIIIC and Article XIIID of the California Constitution and 
Propositions 1A, 39, 55, 98 and 111 were each adopted as measures that qualified for the ballot pursuant 
to the State’s initiative process.  From time to time other initiative measures could be adopted further 
affecting District revenues or the District’s ability to expend revenues.  The nature and impact of these 
measures cannot be anticipated by the District.
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APPENDIX B

PROPOSED FORM OF OPINION OF BOND COUNSEL

December 1, 2009

Governing Board
Portola Valley School District
4575 Alpine Road
Portola Valley, California  94028

$__________
Portola Valley School District

(County of San Mateo, California)
2009 General Obligation Refunding Bonds

Ladies and Gentlemen:

We have acted as bond counsel to the Portola Valley School District (the “District”), in 
connection with the issuance of its 2009 General Obligation Refunding Bonds, in the aggregate principal 
amount of $___________ (the “Bonds”), pursuant to Articles 9 and 11 of Chapter 3 (commencing with 
Section 53550) of Division 2 of Title 5 of the California Government Code (the “Act”), and a resolution 
of the Governing Board of the District (the “Board”) adopted on October 21, 2009 (the “Resolution”).  
We have examined the constitution and the laws of the State of California (the “State”); the provisions of 
the Internal Revenue Code of 1986, as amended (the “Code”), and the regulations, rulings and judicial 
decisions relevant to the opinions set forth in paragraph 3 below; and such certified proceedings, 
certificates, documents, opinions and other papers as we deem necessary to render this opinion.  As to 
questions of fact material to our opinion, we have relied upon the certified proceedings and other 
certifications of public officials furnished to us without undertaking to verify the same by independent 
investigation.

Based upon the foregoing, we are of the opinion, under existing law and as of the date hereof, 
that:

1. The Resolution has been duly adopted by the Board, and constitutes a valid and binding 
obligation of the District enforceable upon the District.

2. The Bonds constitute valid and binding general obligations of the District, payable as to 
both principal and interest from the proceeds of a levy of ad valorem taxes on all property subject to such 
taxes in the District, which taxes are unlimited as to rate or amount.

3. Under the laws, regulations, rulings and judicial decisions existing on the date hereof, 
interest on the Bonds is excludable from gross income for federal income tax purposes and is not a 
specific item of tax preference for purposes of the federal alternative minimum tax imposed on 
individuals and corporations, however, such interest is included in the federal alternative minimum 
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taxable income of certain corporations which must be increased by 75% of the excess of the adjusted 
current earnings of such corporation over the federal alternative minimum taxable income (determined 
without regard to such adjustment and prior to reduction for certain net operating losses) of such 
corporations.  The opinions set forth in the preceding sentence assume the compliance by the District with 
certain requirements of the Code that must be met subsequent to the issuance of the Bonds.  Failure to 
comply with such requirements could cause such interest to be includible in gross income for federal 
income tax purposes, retroactive to the date of issuance of the Bonds.  The District has covenanted in the 
Resolution and in the Tax Compliance Certificate executed and delivered in connection with the issuance 
of the Bonds to comply with such requirements.  Although we are of the opinion that interest on the 
Bonds is excluded from gross income for federal tax purposes, the accrual or receipt of interest on the 
Bonds may otherwise affect the federal income tax liability of the recipient.  The extent of these other tax 
consequences will depend upon the recipient’s particular tax status or other items of income or deduction.  
We express no opinion regarding other federal tax consequences arising with respect to the Bonds.

4. The interest on the Bonds is exempt from personal income taxation imposed by the State 
of California.

The rights of the holders of the Bonds and the enforceability of the Bonds and the Resolution may 
be limited by bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting 
creditors’ rights generally and by equitable principles, whether considered at law or in equity, by the 
exercise by the State and its governmental bodies of the police power inherent in the sovereignty of the 
State and by the exercise by the United States of America of the powers delegated to it by the 
Constitution of the United States of America.

This opinion is given as of the date hereof and we assume no obligation to update, revise or 
supplement this opinion to reflect any facts or circumstances that may hereafter come to our attention or 
any changes in law that may hereafter occur.

Respectfully submitted,

KUTAK ROCK LLP
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BoardofEducation
Portola vaneySchool Dfstrfd
Portola vaney, CaIifomia

We have audiled the accompanying finandaI statements of the govemmental activities, each major fund
and the aggregate remaining fund information of the Portola Valley School DIstrict as of and for the year
ended June SO, 2008, whfdt coDectively comprise the bask: fiDandaI statements of the DJstrict's primaJy
government as listed in the table of contents. These 8nandaI statements are the responsibility' of the
District's management. Our responsibility is to expliSS an opinion on these fiI1andaJ statements based on
our audit.

We conducted our audit in accordance willl auditing standards generaD.y accepted in the United Stales of
America and the standards applicable to financial audits contaJned in Gowmmmt Au4iting StmulJzr4s,
issued by the ComptroDer General of the United States; and the provisions of 0llif0miIl Code cfkgu1lzfiqns
Title 5 Educa~ Section 19810, and foJIowing. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the finandal statements are tree of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosmes in the finandaI statements. An audit also indudes assessing the aa:ounting principles used
and significant estimates made by 1IWIapment. as weD as evaluating the overall firwtda1 statement
presentation. Webelieve that our audit provides a reasonable basis for our opinions.

The financial statements do not include finandaI data for the Distrkt's Iega1ly separate component unit.
Accounting principles generally aa:epled in the United States of America require the finandaJ data for this
component unit to be IepOJIed willa the financial data of the Dfstdct's primary peaunent unless the
DIstrict also issues financial stalemen1s for the fina:ndaI JepoJ ling entity that indude the finIndaI data for its
component unit. The District has not fssaec1 such repo1ting entitJ financ::iaI statemenls. Because of this
departme .&om accounting principles generally aa:eplec1 in the United Slates of~ the assets,
liabilities,net assets, revenues, and expenses ofthe compcment unit are notpresented.

The net contribution to the District during the cunent year &om the legally separate component unit was
$908,454.

. ~ - ~ ... ..~.. -..~' :.
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Board of Education
Portola Valley School District
Page Two

In our opinion. because of the omission of the component unit. as discussed~ the finandaI statements
referred to above do not present fairly, in amfonnit¥ with accounting plinciples generally accepted in the
United States of America, the financial position of the component unit of the Portola Valley School District,
as ofJune 30,2008, or the changes in finandaI position thereof for the year then ended.

In additionr in ourop~ except for the effects of omitting the component unit as discussed above, the
firw1dal.statements refeued to above present fairly, in all material respeds, the financial position of the
aggregate remaining fund infonnation of the Pmtola Valley School Distric:t. as of June 30, 2008, and the
changes in financial position and cash ffows thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Further, in our~ the financial stalements refelled to above Present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund and the aggregate
remaining fund infonnation of the Portola Valley School District at June 30, 2008 and the changes in
finandal position for the year then ended, in conformity with accounting principles generally accepted in
the United States of America.

The Management's Discussion and Analysis on page 3 through 12 and the budgetary comparison
information on pages 41 and 42 are not a required put of the basic finandaI statements, but are
supplementary information required by accountiDg principles generally accepted in the UDited States of
America. We have applied certain limited procedures, consisting principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

In accordance with Gowrnmmf Auditing StJm.d.ards, we have also issued our report dated December 9,
2008, on our consideration of the Portola VaDey School District intemaI control over fiDandal reporting
and on our tests of its compHance with c:ertafn provisiom of laws, reguIaticm, contracts and grantagreements
and other matlem. The purpose of that report is to desaibe the scopeofour testing of inIema1controls over
financial reporting and compliance, and the results of that testing, ,nd not to provide an opinion on the
intema1 controls over finandaI reporting or on compliance. That report is an integral part of an audit
perfomled in llCCOrdance with Goomunmt Auditing SfIIndImls and should be considered in usessing the
results ofour audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that coDectively
comprise Portola Valley School District's basic: financial statements. The accompanying statistical
schedules, and combining non-major fund financial statements are presented for purposes of additional
analysis and are not a requJred part of the bask: finandal stalemenls. The accompanying schedule of
expenditures of federal awards fs presented for purposes of additional analysis and is also not a reqWred
part of the basic financial statements of Portola Valley School Disbict. The statistical schedules, the
schedule of expenditures of federal awards and the combining non-major fund financial statements have
been subjected to the auditing procedures appUed In the audit of the basic financial statements and. In our
opinion, are fairly stated, in all material respects, in relation to the basic finandal statements taken as a
whole.

December 9, 2008

~. P~ ..~ .l\...P
GOODELL. PORTER & FREDERICKS, u.P
Certified Public Accountants
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PORTOLA VALLEY SCHOOL DISTRICI'

MANAGEMENTS DISCU$lON AND ANALYSIS

JUNE.30, 2008

The discussion and analysis of Portola Valley School District's finandal performance provides
an overall review of the District's finandal activities for the fiscaI year ended June 30, 2008. The
intent of this discussion and analysis is to look at the District's financial performance as a
whole. To provide a complete understanding of the District'5 financial performance, please
read it in conjunction with the Independent Auditor's Report on page 1, notes to the basic
financial statements and the District's financial statements.

The Management's Discussion and Analysis (MD&rA) is an element of the reporting model
adopted by the Governmental Accounting Standards Board (GASB) in their Statement No. 34
Basic Financial Statements - and Management's Discussion and Analysis - for State and Local
Governments issued June 1999. Certain comparative information is required to be presented in
theMD&A.

FINANCIAL IUGIUlGHTS

General FUDd: A decrease in the fund balance in the amount of $2002 has been realized based
on audited finandal data. This amount is $54,891 less than ·what was presented in the Second
Interim budget and is a result of higher-than-antidpated costs that were associated with the
Governing Board election process and legal counseL

Defelred MainteDaDee Fund: An increase in the fund balance in the amount of $24,986 has
been realized. This increase is a result of funds received during the 2007-08 school year not
being utilized, by design, until the summer of 2008 for replacement of the safety cushioning
material underneath the Kindergarten playground equipment atOrmondale School

Special Reserve for Other than Capital Outlay Projects: The fund balance in the "Board
Special Reserve" decreased by $15,986 as a result of the transfer of funds to cover the cost of
legal serves associated with a personnel matter.

Capital Fadlities Fand: The fund balance in the "Developer Fee Fund" inaeased by $26,026 as
a result not utilizing aD funds that were received duDng the 200'1-08 school year. These funds
will be utilized during the 2008-09 school year to assist with the acquisition of technology
equipment. .
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PORTOLA VALLEY SCHOOL Dl5I'RIcr

MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30, 2008

Components of the Fmandal Section

I I
I

Management's Basic RequiJed
Discussion Financial Supplementary

and Analysis Statements Information

I
I II I

District-wide Fund Notes to the
Financial Financial Financial

Statements Statements Statements

Summary. : = Detail

The first two statements are district-wide jirunrdJd statements, the Statement of Net Assets and
Statement of Activities. These statements provide infmmation about the activities of the whole
School District, presenting both an aggregate view of the District's finances and a ~term
view of those finances. Fund financial statements provide the next level of detail For
governmental funds, these statements teD how services were fiIwu:ed in the short-term as well
as what remains for future spending. The fund Bnandal statements also look at the School
D:istrict's more significant funds with all other non-major funds presented in total in one
column. A comparison of the District's general fund budget is ti1cluded.

The financial statements also include notes that explain saine of the information in the
statements and provide more detailed data. The statements are followed by a section of
required supplementary information that further explains and supports the financial
statements.
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PORTOLA VALLEY SCHOOL DISrRICf

MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30, 2008

OVERVIEWOFTHE FINANCIAL STATEMENTS (CONTINVED)

Reportingthe School District as a Whole

Statement olNet Assetsand the Statement ofActivities

These two statements provide information about the District as a whole using accounting
methods similar to those used by private-sec:tor companies. The statement of net assets
includes all of the District's assets and liabilities using the acaual basis of accounting. This
basis of accounting takes into account all of the current year's revenues and expenses regardless
of when cash is received or paid These statements report information on the district as a whole
and its activities in a way that helps answer the question. UJlow did we do finandaIly dming
2007-osr

These two statements report the School District's net assets and changes in those assets. This
change in net assets is important because it tells the reader that, for the School District as a
whole, the financial position of the School District has improved or diminished. The causes of
this change may be the result of many factors, some financial. some not. Over time, the
inaeases or decreases in the District's net assets, as reported-in the Statement of Activities, are
one indicator of whether its financial health is Improving or deteriorating. The relationship
between revenues and expenses htdkates the Disbid's operating results. However, the
District's goal is to provide services to our students, not to generate profits as commercial
entities. One must consider many other non-fiMndal factors, such as the qua]it¥ of education
provided and the safet¥ of the schools to assess the overall health of the District.

• Increases or deaeases in the net assets of the District over time are indications of
whether its fiMndal position is improvingor deteriorating, respectively.

• Additional non-finandal factors such as condition of school buildings and other
facilities, and changes to the property tax base of the District need to be considered in
assessing the overaI1 health of the District.
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PORTOLA VALLEY SCHOOL DJSTRIcr

MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30, 2008

OVERVIEW OF THE FINANCIAL STATEMENTS (CONCLUDED)

Reporting the School District's Most Significant Funds

Fund Fimmc:Ud Statements

The fund financial statements provide more detailed information about the District's most
significant funds - not the District as a whole. Funds are accounting devices the District uses to
keep track of specific sources of funding and spending on particular programs. Some funds are
required to be established by State law. However, the Di,strict establishes other funds to control
and manage money for specific purposes.

• Governmental Funds

Most of the School District's activities are reported in govemmental funds. The major
governmental funds of the District are the General Fund, Special Reserve Fund for
Other Than Capital Outlay Projects, and Bond Interest and Redemption Fund.
Governmental funds focus on how money flows into and out of the funds and the
balances that remain at the end of the year. They are reported using an accounting
method caDed modified accrual accounting, which measures cash and aU otherBnanda1
assets that can readily be converted to cash. The governmental fund statements provide
a detaUed short-term view of the Districrs operations and services that help determine
whether there are more or fewer finaDcial resoun:es that can be spent in the near future
to finance the District's programs.

• FiducWy Funds

The District is the trustee, or fiduciary, for its student activity funds. AD of the District'5
fiduciary activities are reported in separate Statements of Fiduciary Net Assets. We
exclude these activities &om the District's other financial statements because the District
cannot use these assets to finance its operations. The District is responsible for ensuring
that the assets reported in these funds are used for their intended purposes.
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PORTOLA VALLEY SCHOOL DISTRIcr

MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30, 2008

FINANCIAL ANALYSIS OF1HE GOVERNMENT-WIDE STATEMENTS

The Sdrool District as II Whole

The District's net assets were $13.8 million at June 30, 2008•. Of this amount $1.3 million was
unrestricted. Investments in capital assets, net of related debt, acccnmt for $11.1 million of the
total net assets. A comparative analysis of government-wide data is presented in Table 1.
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PORTOLA VALLEY SCHOOL DISTRICI'

MANAGEMENT'S DISCUSSION AND ANALYSlS

JUNE 30, 2008

FINANCIAL ANALYSIS OF THE GOVERNMENT·WIDE STATEMENTS (CONTINUED)

The District's net asset position decreased $433 thousand this fiscal year (See Table 2). The
District's expenses for instructional and pupil services represented 77% of total expenses. The
purely admirdstrative activities of the District accounted for just 8% of total costs. The
remaining 15% was spent in the areas of plant services and other expenses, interest on long
term debt and other outgo and depreciation. (See Figure 2).

(Table 2)
Comparative Statement of ChaDge in Net Assets

Governmental ActiVities
2008 2007

Revenues
Program revenues . $ 860,015 S 926,658
General revenues

Taxes levied for general purposes 7,430;'98 6,991,813
Taxes levied for debtpurposes 1,39U95 1,396,053
Taxes levied for otherspecific pmposes 642$l7 646,672
PederaI and State Aid not restricted to specific purposes 564,761 548,864
Interestand investmenteamings 86,543 148,992
Interagency revenues 57,750 110,000
Miscellaneous 1,768,137 1,326,984

Totalzevenues 12,805,976 12,096,Q96

Expeuses
Instruction 8,837/lU1 7,742,431
Instruction related services 1.059,095 1,529,181
Pupil supportservic:es 301,820 272,884
General administration 1,DOS:nB 802,378
Plantservices 838,007 922,249
Ancillary services 17,151 34,785
Interest Ie fiscal charges 1,161,347 861,819
Other 18.974 75,398

Total expenses 13,239,329 12,241,125

Inaease (Deaease) innetassets .$ (433,3S3~ J Q45'29)
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PORTOLA VALLEY SCHOOL DISTRICf

MANAGEMENTS DISCU$ION AND ANALYSIS

JUNE 30, 2008

FINANCIAL ANALYSIS OF THE GOVERNMENT-WIDE SfATEMENTS (CONTINUED)

Governmental Adivities

As reported in the Statement of Activities, the cost of all of the District's governmental activities
this year was $13 milIion. The amount that our local taxpayers financed for these activities .
through property taxes was $95 million. Federal and State aid not resbicted to specific
purposes totaled $565 thousand. State and Federal Categorical revenue totaled over S600
thousand, and covered 4.5% of the expenses of~ entire District (See Figure 1).

Somces of Revenue for the 200'1-08 Fiscal Year
Figure!

ObI'
14$

Expenses for the 200'1-08 FIKaI Year
Figure 2
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PORTOLA VALLEY SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30, 2008

FINANCIAL ANALYSIS OF THE fUND STATEMENTS

The fund finandaI statements focus on individual parts of the District's operations in more
detail than the government-wide statements. The Disbict's individual fund statements provide
information on inflows and outflows and balances of spendable resources. The District's
Governmental Funds reported a combined fund balance of $3.1~ a decrease of $12
thousand from the previous fiscal year's combined eneting balance of $3.1 million. The General
Fund balance decreased $2 thousand.

General Fund Budgetary Highlights

Over the course of the year, the District revised the Adopted Budget twice. In December, the
first Interim Budget was approved by the Governing Board. This budget reflected changes that
occurred since the adoption of the budget in June 'J1lC1l. Significant changes included in the FIrSt
Interim budget included actual amounts for property tax revenue based on the J-29B report
furnished by the San Mateo County Office of Bducation, personnel costs based on actual
staffing and updated costs associated with Disbict legal matters. In February, the Second
Interim budget was presented to the Goveming Board for approval This budget reflects
changes that occurred since the adoption of the First Interim Budget in December. Significant
changes included in this budget were the final costs associated with the settlement of the labor
contracts with the Portola Valley Teachers' Association (PVTA) and the Portola Valley
Oassified Employees' Association.

Revenue and expenses associated with grants from the Portola Valley Schools Foundation
endowment are added to both the First and Second Interim Budgets. Funds not fully utilized
during the 2007-08 school year have been deferred to the 2008-09 school year for use as
specified in the grant
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PORTOLA VALLEY SCHOOL DISTRICf

MANAGEMENTS DISCUSSION AND ANALYSIS

JUNE 30, 2008

FINANCIAL ANALYSIS OF THE FUND STATEMENTS (CONCLUDED)

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

By the end of the 2007.()8 fiscal year, the District had invested $31.9 miDlon net of depreciation
in a broad range of capital assets, including school buildings, site improvements, vehicles, and
equipment. This amount represents a netd~ of $701 thousand over the previous fiscal
year due to depredation expense in excess of asset additions..

Table!
Comparative Scheclule of Capital Assets

(net of depreciation)
June 30, 2008 and'llX11

Total
Percent

2008 2007 Difference Clange

4,172,050 , 4,lno50 $ 0
14,579 15,437 (858) -S.6~

27,706,604 28,389,352 (682,748) -2.4~,

48,G09 65,229 (17,220) -26.4%

31,941,242 J 32,642,968 J qoo,826) . -2.1~

Umd ,
Site Improvements
Buildings
Machinery &: Equipment

Total .' _

Long-Term Debt

At June 30,2008, the Districthad $20.1 million in long-term debt outstanding.

Table 4
Comparative Schedule of Outstanding Debt

June 30, 2008 aDd 'JJX11

2008 2007

General Obligation Bonds
Compensated Absences
Capital Leases

$ 20,440,000 $
32.895

352,414

20,895,000
6,219

416,561

Total
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PORTOLA VALLEY SCHOOL Dl5I'RIcr

MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30,2008

CAPITAL ASSET AND DEBT ADMINISTRATION (CONCLUDED)

Long-Term Debt (Concluded)

The District continues to maintain exceDent credit ratings on~ of its debt issues.

The long-tenn debt paid by the District was $644 thousand in 2008.

FACTORS BEARING ON THE DlSTlUcrS FUrUltE

The Portola VaDey School Disbict is not sheltered by adverse global economic conditions.
Relatively flat growth in local property assessed valuation coupled with redactions in funding
hom the State of California may result in the need for the District to continue to reduce
expenditures in the 2008-09 year and beyond. Additionally, the ability of the parent community
to provide, through the Portola VaDey Schools Foundation, private funding that equals almost
10% of the District's annual operating budget may be unreaJistic on an on-going basis.

Unlike most other school districts in San Mateo County, the District has been experiencing
enrollment growth in recent years. This has resulted in the aeation of two new classroom
teacher positions at a total additional annual cost of almost $215,000. In addition to recent
actual enrollment~ based on historical precedent" in cha11enging economic times, the
District realizes enroDment growth as a result of families in the District choosing to have their
children attend local rather than private schools.

The District.has evidenced through its budget development process for the 2008-09 school year
that it is capable of making difficult decisions that result in a sustainable operating budget. For
the 2CJ08.09 school year, the District a cost-reduction program that resulted in a deaease ofover
$500,000 in permanent operating expenses, primarily in personnel costs. The District is looking
ahead to the 2009-10 school and making preIiminaIy plans to make additional expenses
reductions since preliminary forecasts indicate that an additional $500,000 in permanent cost
reductions appear to be necessary in order to achieve a break-even budget

Lastly, labor contract negotiations with the District's two bargaining units are not settled for the
2008-09 school year.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This Bnanda1 report is designed to provide our citizens, taxpayers, parents, investors, and
aeditms with a genera1 overview of the District's finances and to show the Dist:rict's
aa:ountability for the money it receives. If you have questions regarding this report or need
additional Bnanda1 informa~ contact Tim Hametty, Portola Valley School District Business
Office, 4575 Alpine Road, Portola Valley, CA 94028, (650)851-1777, extension 3000.
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PORTOLA VALLEY SCHOOL DJSTRICf

SfATEMENT OF NET ASSETS

JUNE 30, 2008

THE ACCOMPANYING Nons ARE AN INTEGRAL PART OF THFSE SfATEMEN1.'S
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PORTOLA VALLEY SCHOOL DISTRIcr

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDEDJUNE 30,2008

Net (Expense)
Revenue and
Changes in

Program Revenues Net Assets

Charges Operating
Governmental for Grants and Governmental .
Activities Expenses Services Contributions Activities

Instruction $ 8S;JJ1l S 197,520 $ st3,01S $ (8,126,612)
lnstrudioD-related services:

Supervision ofinstruction ~,556 (83,556)
Instructional library, media and technology 147.630 (147,630)
School site administration 827,909 43,589 140TlB (769,542)

Pupil Services:
Home-to school transportation 32,256 (32,256)
Food services 37,821 3,355 (34,466)
AU otherpupil services 231,743 19,844 29,203 (182,696)

General administration:
AU other general administration l,oos,128 (1,(l(5,?28)

Plant services 838,oa1 37,TJIJ (800,287)
Ancillary services 17,151 (17,151)
lnteJ'est on Jongo-term debt 1,161,347 (1,161,347)
Other Outgo 18,974 991 (17,983)

Total Governmental Activities $ 13,239,329 $ 260,953 $ 599,062 (12,319,314)

General Revenues:
Property Taxes Leviec:l Por:
General Purposes
Taxes l.ev1ec:l for DebtServices
Taxes Levied for Other Specific Purposes
Other Specific: Purposes

Federal and State Aid not Restricted
to Spec:i.ficPurposes

Interest and Investment Eamings
Jnteragena!y Revenues
Miscellaneous

Total General Revenue

Change in Net Assets (Deaease)

Net Assets Beginning

Net Assets Endmg

7A30.798
1,394,995

642,tRl

564,761
86,543
SJ,750

1,768,137
It§45,961

(4'3.353)

14.210,820

S 13777,467

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF TIiESE STATEMENTS
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PORTOLA VALLEY SCHOOL DlSTRIcr
BALANCESHEET

GOVERNMENTAL FUNDS
JUNE 30, 2008

Special Bond tnterest
ReserveFund and 0Iher Total
for OtherThan Redemption Governmental Governmental

General fund Capital Outlay Pund funds Funds

Assets

Cash in County Treaswy (Note 2) $ 207,1CN S 1,390.182 S 1-m,504 S 53.945 S 2,'J29;J3S

Cash in Revolving Pund (Note 2) 900 900
Cash with flsm1 Agent (Note 2) 802,270 802,210

Investments (Note 2) 1,356 12 1,368
Aa:ounts Rea!ivable (Note 4) 574.065 10.933 1,220 30,079 6rl,'J!R

Due From Other Funds (Note S) 11.165 60 11,225
Prepaid Expenses (Note 1H) 78,fRl 78,fR1

Total Assets S 1,615:m S 1A01.121 S 1,085.124 S U,OM $ U46A92

Uabilltfes and Fund Balances

U.billtfes:
Aa:ounts Payable S ~45S $ 1,578 $ 124,033
Deferred Revenue (Note 1M) 231,599 231,599
Due to Other Funds (Note 5) 60 11.165 11,225
Tax Revenue

Antidpation Notes 802.210 802,2.10

Total Uabillties l,156,384 12.743 1,169,121

Fund Balances (Note tH):
Reserved 19;5W $ 1,085.124 1.165,321
leplIyRestricted Balances 125,129 125,129
Umeserved:
Undesignated 314,447 S 1A01.121 71,341 1,186.915

Total FundBalances 519.113 1AOl.121 1,085,724 7I.3U 3J1Tl:365

Total UabiJities and
FundBaJuas S 1,615Jj51 $ 1,4Ot,121 S 1.oasm S 84.OM $ 4,246,492

TIiE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF 1HPSE 5rATEMENTS
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PORTOLA VALLEY SCHOOL DISTRICf
RECONCIUATIONOFTHEGOVERNMENTALFUNDS

BALANCE SHEET TO THE srATEMENT OF NET ASSETS
JUNE 30, 2008

Total fund balance - governmental funds

Amounts reported for governmental activities in the
statement of net assets are diHerent because:

$ 3,11l7;36S

Capital assets: In governmental funds, only current
assets are reported. In the statement of net assets, all
assets are reported, including capital assets $
and accumulated depreciation.

Unmatured interest on long-term debt In governmental .
funds, interest on long-term debt is not recognized until

. the period in which it matures and is paid. In the
government-wide statement of activities, it is recognized
in the period that it is incurred. The additional liability
for unmatured interest owing at the end of the period was:

long-term liabilities are not due and payable in the current
period and therefore are not reported as liabilities in the
funds. Long-term liabilities at year-end consist of:

General obUgation bond payable
Compensated absences payable
Capita1leases payable

Total net assets-governmental activities

$37,614,385
(5,673,143)

$20,440,000
32,895

352.414

31,941,242

(415,831)

(20.825.309)

$ 13,m,i6Z

THE ACCOMPANYING NOTFS ARE AN INTEGRAL PART OF THFSE srATEMENl'S
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PORTOLA VALLEY SCHOOL DI5fRIcr
SfATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDEDJUNE 30, 2008

Special
Reserve Fund 80M Jnlerest
for OtherThan 8nd Other Total
CapitIJ Outlay Redemption Governmental Governmental

General FUJId Projeds Fund Funds Funds
REVENUES
Revenue UmitSoun:es:
State Apportionments $ 143,647 S 143,647
Local Sowa!S 7,4.10,798 7A30,798

Total Revenue Ilmit 7,574M5 7,574M5

Federal Revenue 169,G22 169,022
Other Slate Revenue 120,650 $ 5,Q29 $ 37;Tl1J 763,399
Other Local Revenue 2.1'19.242 S 56,126 1.413,374 50,368 4,299,110

Total Revenues 11,243,359 56,126 1,418,403 88,Q88 12,805,9'16

EXPENDlIURES
Certi8cated Salaries 5,683,100 5,683,100
ClassifiedSalaries 1,915,QSt 1,915,Q51
Employee Benefits 2,042.212 2,,042,2i'2
Boob IDd 5appJies 661,761 57,816 119,571
Servicesand Other
Operatins Expenditures 0,521 42,4(N 8f5,925
Debt Service:
Principii Retirement 189,163 455,000 240 644,403
Interest and Fiscal Charges 19,299 1,008,566 1,D27,865

Total Expenditures 11,314,167 0 t,463,566 100,460 12,,878,193

Excess of Revenues Over
(Under) Expenditures (70,808) 56,126 (45,163) (t2,m) (72.21?)

Other Financing Sources (Uses):
OperatingTransCets In (Note 5) 143,356 74,550 217,906
Operatma Transfers Out (Note 5) (74,550) (132.112) (tUM) (211,906)

Total Other FiDandng
Sources (Uses) 68,806 (132.112) 0 63,306 0

Excess ofRevenues and Other
Finandns SourcesOver (Under)
Expenditures and Other Uses (2.002) (75,986) (45,163) 50,934 (72.211)

Fund lWances-July 1, 'JIXrl 521,175 1,477,113 1,130,881 '21J,4t1l 3,149,582

F\U\d Balances -June 30, 2008 $ 519,173 S 1,4OLt27 $ 1,()85,724 $ 71,341 $ 3J1T1;365

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF TH5E SfATEMEN'IS
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PORTOLA VALLEY SCHOOL DISTR1cr
. RECONOUATIONOFTHEGOVERNMENTALFUNDS

SI'ATEMENT OF REVENmS, EXPENDITURF5 AND CHANGFS IN FUND BALANCE
OF GOVERNMENTAL FUNDS TO THE SfATEMENT OF ACTIVlTIES

FOR THE YEAR ENDED JUNE 30, 2008

Net change in fund balances - Total governmental funds

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

Capital outlay: In govemmenta1 funds, the cost of capital
assets are reported as expenditures in the period when the
assets are acquired. In the statement of activities, costs of
capital assets are allocated over their estimated useful lives
as depredation expense. The difference between capital
outlay expenditures and depredation expense for the period is:

Depredation expense: $C700.826>

Debt service: In govemmenta1 funds, repayments of Jopg-term
debt are reported as expenditures. In the government-wide
statements, repayments of long-term debt are reported as
reductions of liabilities. Expenditures for repayment of the
principal portion of long-term debt were:

Debt proceeds: In governmental funds, proceeds from debt
are recognized as Other FinancingSowces. In the government
wide statements, proceeds from debt are reported as increases
to Habilities. Amounts n!COgnized in governmental funds
as proceeds from debt, net of issue preulium or discount, were:

Unmatured interest on long-term debt: In governmental funds
interest on long-term debt is recognized in the period that
it becomes due. In the government-wide statement of activities
it is recognized in the period that it is incurred. Unmatured
interest owing at the end of the period.. less matured interest
paid during the period owing from the prior period.. was:

Compensated absences: In governmental funds, compensated
absences are measured by the amounts paid during theperiod. In
the statement ofactivities, compensated absences are measured
by the amounts earned. The difference between compensated
absences paid and compensated absences eamed was:

Total change in net assets-govemmental activities

$(7U17)

(100,826)

644,163

(12S,()16)

(154781)

(26,676)

SCmW)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
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PORTOLA VALLEY SCHOOL DISTRIcr
STATEMENT OF NET ASSETS

FIDUCARY FUNDS
JUNE 30, 2008

Agency
Fund

ASSETS
CuhmHmdmdm~~~~ S 4,1!D

Total Assets $ U97

UABIUI1ES
llabiJities:

Due to StudentGroups $ 4,297

Total Uabilities $ 9 97

NET ASSETS S 0

mE ACCOMPANYING NOTPS ARE AN INTEGRAL PART OF THESE STA'l'EMEN'ffi
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PORTOLA VALLEY SCHOOL DISTRIcr

NOTES TO THE FINANOAL SfATEMENTS

JUNE 30, 2008

NOTE 1-SIGNIFICANT ACCOUNTING POUCIES

The District accounts for its financial transactions in accordance with the policies and procedures
of the Department of Education's California School Aa;ounting Manual The accounting policies
of the District conform to accounting principles generally aa:epted in the United States of
America as presaibed by the Govemmental Accounting Standards Board (GASB) and the
American Institute of Certified Public Accountants (AICPA).

A. Reporting Entity

The governing authority of the District consists of five elected ofBdals who, together,
constitute the Board of Education. The District provides educational services to grades
ldncIergarten through eighth and operates one elementary school and one middle school
The District includes all funds that are controDed by or dependent on the District's
governing board for financial reporting purposes.

Component Units: .

The District has considered all potential component units in determining how to define
the reporting entity, using aiteria set forth in generally accepted accounting principles.
Criteria considered in the determination of component units mcludes but is not limited
to:

Materiality of the entity to the primary government
Selection of governing authority
Accountability for fiscal matters
Ability of the component unit entity to significantly influence operations

Accordingly, for the year ended JUIU! 30, 2008, the District considers the Portola Valley
School District Foundati~ a nonprofit public benefit c:orporati~ to be a component
unit. Finandal information for the Foundation was not available for inclusion in the audit
report. The contribution to the District by the Foundation in the current year was
$965,000 (8.6% of General Fund revenue) and is included in the District's financial
statements as local revenue in the General Fund. .

B. Basis ofPresentation

Government-wide FinancialStatements:

The government-wide finandal statements (ie., the statement of net assets and the
statement of changes in net assets) report information on aD of the nonfidudaJy activities of
the Districtand its component units.
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PORTOLA VALLEY SCHOOL DISTRIcr

NOTES TO THE FINANaAL SfATEMEN1'S

JUNE 30, 2008

NOTE 1-SIGNIFICANT ACCOUNTING POUaES (CONTINUED)

B. Basis ofPresentation (Concluded)

Government-wide Fina11cialStatements (Concluded):

The govemment-wide statements are prepared using the economic resources measurement
focus. This is the same approach used in the preparation of the fiduciary fund financial
statements but ctiffers from the manner in which governmental fund financial statements
are prepared. Govemmental fund financial statements, therefore, include a reamdJiation
with brief explanations to better identify the relationship between the government-wide
statements and the statements for the governmental funds.

The government-wide statement of activities presents a comparison between direct
expenses and program revenues for each function or program of the dist:rict's governmental
activities. Directexpenses are those that are spe:ificaDy associated with a service,~
or department and are therefore clearly identifiable to a particular function. The Pisf;rict
does not allocate indirect expenses to functions in the statement of activities. Program
revenues include charges paid by the recipients of goods or services offered by a~
as well as grants and conbibutions that are restricted to meeting the operational or capital
requUements of a particular program. Revenues, which are not classified as program
revenues, are presented as general revenues of the District" with certain exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each
governmental function is self-financing ordrawsfrom the general revenues of the District.

Fund Fmandal Statements:

Fund financial statements report detailed information .about the District. The focus of
governmental lund B:nancial statements is on major funds rather than repolmig funds by
type. Each major governmental fund is presented in a separate coluznn. and all non-major
funds are aggregated into one column. Fiduciary funds are reported by fund type.

The accounting and financial treatment applied to a fund is detennined by its measurement
focus. AD governmental funds are accounted for using a flow ofament financial resources
measurement focus. With this measurement focus, only cmrent asset and current liabilities
are generally included on the balance sheet. The StatementofRevenues, Expenditures, and
Changes in Fund Balances for these funds present increases (ie., revenues and other
financing sources) and deaeases (ie., expenditures and other financing uses) innet current
assets.

Fiduciary funds are reported using the economic resources measurement focus.
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PORTOLA VALLEY SCHOOL DISTRICf

NOTES TO 1HE FINANCAL SfATEMENTS

JUNE 30, 2008

NOTE l-SIGNIFICANT ACC01JN11NG POUCll5 (CONTINUED)

c. Basis of AccountinJ

Basis of accounting refers to when revenues and ~tuJes are recognized in the
accounts and reported in the Bnandal statements. Government-wide financial statements
are prepared using the acaual basis of accounting. Govemmenta1 funds use the modified
acauaI basis of accounting. Fiduciaryfunds use the acaual basis ofaccounting.

Revenues - exchange and non-exchange transactions:

Revenue resulting from exchange transactions, in which each party gives and receives
essentially equal value, is recorded under the acaual basis when the exchange takes place.
On a modified acaual basis, revenue is recorded in the fiscal year in which the resources
are measurable and become available. "Available" means the resoun:es will be coDected
within the current fiscal year or are expected to be coDected soon enough thereafter to be
used to pay liabilities of the cmrent fiscal year. For the District" "available" means
coDectible within the amentperiod or within60 days after yeaM!Ild.

Non-exchange transactions, in which the District receives value without directly giving
equal value in~ btclude property taxes, grants, and entitlements. uDder the aa:rual
basis, revenue &om property taxes is recognized in the fiscal year for which the taxes are
levied. Revenue &om grants and entitlements is recognized in the fiscal year in which an
eIigibilit¥ requirements have been satisfied. EligibDity requirements include timing
requirements, which specify the year when the resources are to be used or the fiscal year
when use is first permitted; matdUng requDements, in which the District must provide
Iocal resources to be used for a specific purpose; and expenditure requirements, in which
the resources are provided to the District on a Jeimbursement basis. Under the modified
aa:rual basis, revenue from non-exchange transactions must also be available beIoIe itcan
be recognized.

Deferred revenue:

Deferred revenue arises when assets are received before revenue recognition aiteria have
been satisfied. Grants and entitlements JeCeived befoIe eUgibiJity requirements are met are
recorded u deferred revenue. On govemmental fund Bnandal statements, receivables
associated with non-exchange transactions that will not be c:oJ1ec:ted within the availability
period have also been recorded u defeued revenue. .
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PORTOLA VALLEY SCHOOL DISTRICf

NOTFS TO THE F1NANOALSfATEMENTS

JUNE 30, 2008

NOTE I-SIGNIFICANT ACCOUNfING POUee; (CONTINUED)

c. Basis ofAccounting (Concluded)

Expenseslexpenditures:

On the accrual basis of accounting, expenses are recognized at the time a liability is
iJlcurrecL On the modified acaual basis of accounting, expenditures are generally
recognized in the ac:counting period in which the related fund liability is incurred, as under
the acaual basis of accounting. However, under the modified accrual basis of accounting,
debt service expenditures, as wen as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due. Allocations of cost, such as
depredation and~ are not recognized in the govemmenta1 funds.

When both teStricted and unrest:ricted resomces are available for use, it is the District's
policy to use restricted resomces first, then unrest:ricted resources as they are needed.

D. Fund Acmunting

The accounts of the District are organized on the basis of funds, each of which isconsidered
to be a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that CODIprise its assets, liabiJities, fund equity,
revenues, and expenditures or expenses, as appropriate. District resources are ~ted to
and accounted for in individual funds based upon the purpose for which they are to be
spent and the means by which spending activities are controlled. The Districes accounts
are organized into major, non-major and fiduciary funds as foDows:

MAJOR GOVERNMENTAL FUNDS:

General Fund is the general operating fund of the District. It is used to account for aD
financial resoun:es except those required to be accounted for in another fund.

Speda1 Reserve Fund for OtherThan cgitalOutJv Ptqiec:ts is used to account for the
receiving and expending of funds as specified by the Board of Trustees of the District
and to cover unexpected costs.

Bond Interest and Redemption Fund is maintained for repayment of bonds issued for
the District.

NON-MAJOR GOVERNMENTAL FUNDS:

§pedal Revenue Funds are used to account for the proceeds of spec:ific revenue sources that
are legally restricted to expenditures for spedfic: purposes. The District maintained two
non-major special revenue funds:
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PORTOLA VALLEY SCHOOL DISI'RICI'

NOTfS TO THE FINANCAL srATEMENTS

JUNE 30, 2008

NOTE 1-SIGNIFICANT ACCOUNrINGPOU~ (CONTINUED)

D. Fund Accounting (Concluded)

NON-MAlOR GOVERNMENTAL FUNDS (CONa.UOEDl:

1. Cafeteria Fund is used to account for revenues received and expenditures made to
operate the District's cafeteria program.

2. Delerred Maintenance Fund is used to account for the purpose of major repai1'S or
replacement of Disbict property.

Capital P,rgjm Funds are used to account for the acquisition and/or construction of an
major governmental general fixed assets. The District maintains three non-major capital
projects funds:

1. Capital Facilities Fund is used to account for resources received from developer
impact fees assessed under provisions of the California Environmental Quality Act
(CEQA).

2. County School Fadlities Fund is used to account for the proceeds from the State of
California for approved school modernization projects. This fund was closed during
2007-2008.

3. Speda1 Reserve Fund for Capital OutJay~ is used to acxount for the
expenditures related to various District projects. This fund was closed during 2JX1l
2008.

Debt Service Funds are used to account for payment of prIndpa1 and interest on general
long-term debt

1. The Tax Override Fund is used to account for the accumulation of resources from ad
valorem tax levies for the repayment of State School Building Fund apportionments.
The indebtedness relating to these apporticmments is fully paici

FIDUOARY FUNDS:

Agenc;y Funds are used to account for assets of others for which the District acts as an
agent. The District maintains student body funds, whic:h are used to account for the raising
and expending of money to pJODaote the general w~ morale and educational
experience of the student body. The amounts repmted. for student body funds Jepresent
the combined total ofan accounts within the District.
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PORTOLA VALLEY SCHOOL DISTRICT

NOTES TO TIlE F1NANaAL SfATEMENlS

JUNE 30, 2008

NOTE1-SIGNIFICANT ACCOUNI1NG POUCIfS (OONTJNUED)

E. Budgets and BudgebUy Accountins

Annual budgets are adopted on a basis amsistent with generally accepted aa:ounIing
principles for an governmental funds. By state Jaw, the District's goveming board must
adopt a final budget no later than July 1. A public hearing must be conducted to receive
comments prior to adoption. The District's governing board satisfied these reqaireDaents.

These budgets are JeVised by the Distrfct's Board of Trustees and District Superintendent
during the year to give consideration to unanticipated illcome and expenditures. The
original and final revised are presented for the General Fund.

Formal budgetary integration was employed as a management control device during the
year for an budgeted funds. The District employs budget control by minor object and by
individual appropriation accounts. ExpenditUles cannot legaDy~ appropriations by
major objectaccount.

F. Encumbrances

Encumbrance accounting is used in aD budgeted fundS to reserve portions of applicable
appropdations for which commitments have been made. Encumbrances are recorded for
purchase orders, contracts, and other commitments when they are written. Encumbrances
are liquidated when the commitments are paid. An encumbrances are liquidated at June
30.

G. Estimates

The preparation of the financial statements in confonnit¥ with accounting principles
generally accepled in the United States of America requires management to make estimates
and assumptions that affect the amounts repolled in the financial statements and
accompanying notes. Actual results may differ &om those estimates.

He Assets. Uabilities and Equity

1. Deposits and Investments

Cash balances held in banks and in revolving funds are insured to $100,000 by the
Federal Deposit Insurance Corporation.

In accordance with EduatlUm Code Section 41001, the District maintains substantially
all of its cash in the County Treasury. The county pools these funds with those of
other districts m the county and invests the cash. These pooled funds are carried at
cost, which approximates market value. Interest earned is deposited quarterly into
participating funds. Any investments losses are proportionately shared by"aD funds in
the pooL
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PORTOLA VALLEY SCHOOL DISTRICf

NOTES TO THE FlNANCALSfATBMENTS

JUNE 30, 2008

NOTE 1-SIGNIFICANTACCOUNI1NG POUCIES (CONTINUED)

Ii. Assets. liabilities and F.cntitY (Continued)

1. Deposits and Investments (Concluded)

The countr is authorized to deposit cash and invest excess funds by California
GJoemment Code Section 53648 et seq. The funds mairdabted by the county either are
secured by federal depository insurance or are coDateraJized.

Investments Valuation - In aa:ordance with GASB Statement No. 31, Aa:mmling and
FinImciId Reportingfor Cer1IIbr ImJeSfmenls tDUlfur &tmuIlirmeslmmt Pools, highly liquid
market investments with maturities ofone year or less at time ofpurchase are stated at
amortized cost. All other investments are stated at fair value. Market value is used as
fair value for those securities for wbk:h market quotations are leadily available.
However, the District's financial statements do not reflect the fajr value of investments
as the differences between total investment cost and fair value has been determined to
be immaterial

2 Pre,paid Expenditures

The District has the option of reporting· an expenditure in governmental funds for
prepaid items either when purchased or during the benefiting period. The District
has chosen to report the expenditure in the period itbenefits.

3. Capital Assets

Capital assets pun:hased ~r acquired with an original cost of $5,000 or more are
reported athistorical cost or estimated histDric:al cost. Contributed assets are reported
at fair market value as of the date received. Additions, improvements, and other
capital outlays that signific:antly extend the useful life of an asset are capitalized.
Other costs incurred for repairs and maintenance are expensed as incurrecL
Depredation on all assets is provided on the straight-line basis over an estimated
useful life of 5-50 years depending on the assetclass.
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PORTOLA VALLEY SCHOOL DI5fRICT

NOTES TO THE FINANCIALSfATEMENTS

JUNE 30, 2008

NOTE1-SIGNIFICANT ACCOUNTING POUQFS (CONTINUED)

H. Assets. liabilities and EmUtt (Continued)

4. Defened Revenue

Cash received for federal and state special projeCts and programs is recognized as
revenue to the extent that qualified expenditures have been inamed. Deferred
revenue is recorded to the extent that cash received on specific projects and programs
exceeds qualified expenditures.

5. C())J)J!@Ui8ted Absences

All vacation pay is accrued and paid when incw:red in the government-wide financial
statements. UabiJit¥ for these amounts is reported in the governmental funds as
cauyover occurs.

Aa:umuJated sick leave benefits are not recognized as IiabiJities of the District. The
District's policy is to record sick leave as an operating expense in the period~
since sach benefits donot". nor is paymentprobable; however, unused sick leave is
added to the aeditable service period for cakulation of retirement benefits when the
employee retires.

6. Long-TermObligations

In the government-wide finandaI statements, long-term debt and other long-term
obligations are reported as liabilities in the Statementof Net Assets.

1. Net Assets

In the government-wide financial statements, net assets are cJascriBed in the following
categories:

Invested in Capital Assets, net of Related Debt - This amount consists of capital
assets net of ac:c:umulated depredation and reduced by outstanding debt that
attributed to the acquisition, c:onstruction, or improvementof the assets.

Restricted Net Assets - This amount is restricted by external aeditors, grantors,
contributors, Jaws or regulations ofother governments.

Unrestricted Net Assets - This amount is aD net assets that do not meet the
definition of "invested in capital assets, net of related debt" or "restrlcted net
assets."
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PORTOLA VALLEY SCHOOL DISTRIcr

NOTFS TO THE FINANOAL STATEMENTS

JUNE 30, 2008

NOl'E 1-SIGNIFICANT ACCOUNTING POUCD5 (CONTINUED)

H. Assets. liabilities and Equity (Continued)

8. Use of Restricted/Unrestricted Net Assets

When an expense is incurred for purposes for which both restricted and unrestrict:ed
net assets are available, the District's policy is to apply restricted netassets first.

9. Fund Bahuxe Reserves and Designations

The District's fund balances at June 30, 2008 consisted of the foDowing:

SpedaJ
Reserve Fund Bond

lor OIlIer Than InterestuuI Other

General Capital Outlay Redemption Governmental

Fund Projects Pund Funds Total
Reserved For:

Revolvblg Fund $ 900 $ 900
Prepaid Expenditures 781H! 78$
Legally Restricted Balances 125,129 125,129
Debt Service $ L085,724 l,oss,724

Unreserved:
Undesignated. Reported in:

General Fund 314M? 314.441
Special Revenue Funds S 1,401,127 $ 39,686 1,440,813

Capital Projects Funds 31,593 3U93
Debt Service Funds 62 62

Total Fund BalAncu S 519,173 S 1,401,127 S 1,Q8S,724 S 71,M1 S 3J117:MJ5

Reservations of the ending fund balance indicate the portions of fond balance not
appropriable for expenditlue or amounts legaDy segregated for a specific future use.
The reserve for revolving fund and prepaid expenditures reflects the portions of fond
baJaR:e represented by revolving fund cash and prepaid expenditures, respectively.
These amounts are not available for appropriation and expenditure at the balance
sheetdafe.

Designations of the ending fund balance indicate tentative plans for Bnancial resource
utilization in a future period.
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PORTOLA VALLEY SCHOOL DISTRICT

NOTfSTO 1HE FINANCIAL srATEMEN'IS

JUNE 30,2008

NOTE1-SIGNJFICANT ACCOUNTING POUQtS (CONCLUDED)

H. Assets, Liabilities and Equity (Concluded)

10. Revenue Umit/P.roperty Tax

The Distric:t's revenue limit is received &om a combination of local property taxes,
state apportionments, and other local sources.

The county is responsible for assessing, collecting, and apportioning propeIty taxes.
Taxes are levied for each fiscal year on taxable real and personal property in the
county. The levy is based on the assessed values as of the preceding January I, which
is also the lien date. Property taxes on the secured roll are due on November 1 and
February I, and taxes become delinquent after December 10 and April 10, respectively.
Property taxes on the unsecured roB are due on the Hen date Oanuary I), and become
delinquent ifunpaidby August31.

Secured property taxes are recorded as revenue whena~ in the BscaI year of
the levy. The amnty apportions secured pioperty tax revenue in accordance with the
altemate method of distribution prescribed by Section 4705 of the CaHfomia Rer1enue
and TImIIion Code. This altemate method provides for aediting each applicable fund
with its total secured taxes upon completion of the secured tax roB - approximately
October 1 ofeach year.

The County Auditor reports the amount of the District's allocated property tax
revenue to the California Department of Education. Property taxes are recorded as
local revenue limit sourcesby the District.

The California Department of Education reduces the DistJictls entitlement by the
District local propetly tax revenue. The balance is paid from the state General Fund,
and is known as the Slate Apportionment. However, because the Dist:dct is funded
under basic aide funding provisions, the state does not have a revenue limit
obUgation.

.
The District's Base Revenue Limit is the amount of general-parpose tax revenue, per
average daily attendance (ADA), that the District is entitJed to by Jaw. This amount is
multipliedby the second period ADA to derive the District's total entitlement.
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PORTOLA VALLEY SCHOOL DISTRICf

NOns TO THE FINANOAL STATEMENTS

JUNE 30, 2008

NOTE 2 - CASH AND INVI5I'MENT5

A. The Districthad the foDowing cash and investments atJune 30, 2008:

Cash on Hand and in Bank
Cash in RevolvingFund
Cash in CountyTreasury
Cash with Fiscal Agent

TotaICash

Investments

Credit
Pair Canying Quality

Value Amount Rating

$ 4;J9l $ 4;81 NotRated
900 900 Not Rated

2,723,206 2;129;735 NotRated
802,270 802,270 Not Rated

3,530,673 3,537,202

Investments in County Treasury

Total Investments

Total Cash and Investments

1,365

1,365

1,368

1,368

S 3,538,570

Cash on Han41n Banks and in Revolving Fund

Cash balances in banks, and revolving funds are insured up to $100,000 by the Federal
Deposit Insurance Corporation (FDlq. These amounIs are held within varlous Bnandal
institutions. As ofJune 30, 2008, the amyingamount of the Dist:rict's accountswas $5,197.

Cash inCmmty Treaswy

In accordance with F.duaztitm Cede Section 41001, the District maintains substantiaIly an of
its cash with the County Treaswy as part of the common investment pooL which totaled
$4129,735 as ofJune 30, 2008. The fair marketvalue of this pool as of that date, as provided
by the pool sponsor, was $2.123,206. The District is considered to be an involuntaly
participant in the external investment pooL Interest is deposited into participating funds.
The county is restdcted by Gor1emment Code Section 53635, pmsuant to Section 53601, to
invest in time deposits, us. government securities, state registered warrants, notes or
bonds, State Treasurer's investment pooL bankers' acceptances, commercial paper,
negotiable certificates of deposi~and repurchase orzeverse repurchase agreements.
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PORTOLA VALLEY SCHOOL DISI'RICf

NOTFS TOmE FINANClALSfATEMENTS

JUNE 30, 2008

NOTE 2- CASH AND INVJ5I'MENTS (CONCLUDED)

B. Investments

The District is authorized by State statutes and in accordance with the District's Investment
PoHey (policy) to invest in the following:

- Securities issued or guaranteed by the Federal Government or its agencies
- State LocalAgerq InvestmentFund (LAIF)
- Insured and/or collateralized certificates of deposit

Cash with Fiscal Apnt

Cash with FISC81 Agent represents amounts required to be on deposit with the San Mateo
County Treasurer for payments on the District's 2008 Tax Revenue and Anticipation Notes
(TRANS).

c. Summary ofCash and Investments

The following is a summary ofcash and investments atJune 30, 2008:

D. Risk Disclosure

Fiduciary Funds
Governmental Statementof

Activities NetAssets

$33.14273 W2Z $3538570

Interest Rate Risk - As a means of limiting its exposure to fair value losses arising from
rising interest rates, the District's invesmaent policy required that at least 30% of the
District's investment portfolio mature in less than one year. Additional limitations are that
the average maturity of the investment portfolio will not exceed three years, and no
investment will have a maturity of more than five years &om its date of pmchase. At June
30, 2008, the Districthad the following investment maturities:

Investment Maturities (In Years)

InvestmentTyP! Fair Value Less than 1 1 orMore

Coun,¥ Treasury

Total

$ 2,723,206 $ 1,888,543 $ 834,663

$ 2&,206 $ 1,888,543 $ 834,663
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PORTOLA VALLEY SCHOOL DI5fRICf

NOTI:S TO THE F1NANCAL SfATEMENlS

JUNE 30,2008

NOTE 3- EXCESBOF EXPENDITURES OVER APPROPRIATIONS

As 01 June 30, 2008 excess of expenditures over appropriations in individual funds are as
follows:

Fund

MajorGovernmental Funds:
General Fund

ContractServices and Other Operating

Expenditures $

Excess
Expenditwes

21,157

The District incurred unanticipated election expenditures for which the budgets wen! not
revised.

NOTE 4- ACCOUNrSRECBIVABLE

Accounts receivable atJune 30, 2008 consist: 01 the foIlowing:

Special Reserve
Pund for Other Bond Interest ADOtber

Genera) Than Capital and Redemption Governmental
Pund Ouday Projects Pund Punds Total

Pederal Government
Cateprical Aid ProgramJ $ 51,480 $ 51,480

SlateGovemment
Revenue Limit 35,329 35,329
Categorical Aid Programs 15,917 15,917
LotteJy 42.872 42,,872
Other S 25,710 25,710

Total Slate Government 94118 25,710 119,828

Local Government 170,083 170,083
Interest 9,339 $ 10,933 S 7,220 189 27,681
MisceUaneous 243,Q45 4.180 247,225

Total Aa:ounts Receivable S 574.06S S 10,933 S 7,220 $ 30H/9 $ 6'12;J!J7
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PORTOLA VALLEY SCHOOL DISTRICf

NOTES TO THE FINANaAL SfATEMENTS

JUNE 30, 2008

NOTE 5 - INTERFUND TRANSAC110NS

Interfund transactions are reported as either loans, services providecL reimbursements, or
transfers. Loans are reported as interfund receivables and payab1es, as appropriate, and are
subject to elimination upon consolidation. Services providecL deemed to be at market or
near market rates, are treated as revenues and expenditmes/expenses. Reimbursements
occur when one fund incurs .a cost, charges the appropriate benefiting fund, and reduces its
related cost as a reimbursement An other interfund transactions are treated as transfers.
Transfers among govemmental or proprietary funds are netted as part of the recondJiation
to the government-wide financial statements.

Interfund Transfers

Interfund transfers consist of operating transfers from funds receiving revenue to funds
through which the resources are to be expended. Interfund transfers for the 2007-2008 fiscal
year were as foUows:

funds Transfers In Transfers Out

Genen1 Fund S
Spedal Reserve Fund (or Other Than Capital Oullay Plojects

Non-Major Governmental Funds:
CateIeria Fund
Defeued Maintenance Fund
County School Facilities Fund
Special Reserve Fund for Capital Outlay PIojecIs
Tax Override Fund

143,356 S

44,640
29,670

240

74,550
132,112

11,165

1
78

Total $ 217,906 ...S 2.17.,9O.....6

Transfer of $1 from the County School Facilities Fund to the General Fund to close fund.

Transfer of $132,lU &om the General Fund to the Speda1 Reserve Fund for Other Than
Capital Outlay Projects for legal costs.

Transfer of $44,640 &om the General Fund to the Cafeteria Fund to cover current year
expenses.

Transfer of $29,670 &om the General Fund to the Defened Maintenance Fund to support
state match requirements. .

Transfer of $18 from the SpeciaI Reserve Fund for Capital Outlay Projects to the GeneraI
Fund to close fund.
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PORTOLA VALLEY SCHOOL DISrRIcr

NOTES TO nIE FlNANOAL5rATEMENTS

JUNE 30, 2008

NOTE 5 - INTERFUND TRANSAcrIONS (CONCLUDED)

Interfund Transfers (Concluded)

Transfer of $240 from the General Fund to the Tax Override Fund to make current year
payments on State School Building loan.

Interfund Receivables/Payables (Due From/Due To)

Individual fund interfund receivable and payable balances at June 30,2008 are as follows:

Interfund Interfund
Funds Receivables Payables

General Fund $ 11,165 $ 60

Non-Major Governmental Funds
CaleIeria Fund 11,165
Tax Override Fund 60

Totals J 11p .$ 11m

NOTE 6 - CAPITAL M'§IP$ AND DEPRECIATION

Capital asset activil¥ for the year ended June30,2(g, is shown below:

B8Janm 8aJana!
July 1,200'1 Additions Deductions June 30, 2008

Capital assets, not beins depredated:
1.aI1d $ 4,172,050 S 4,172.050

Total capital asseIs, not being depredated 4,172,050 4,lnosD

Capital assets being depredated:
Sile Improvements 17,153 17,153
BuiJdfnp 33,297,410 33,297,410
Equipment wm. 127m

Total capital assets, being depredation 33,442.335 33M2.335

Las aa:umulated depreciation lor:
Site Improvements 1,716 S 858 2.5i'4
Buildings 4,908,058 682,748 5,590,806
Equipment 62,50 17,220 i'9,763

Total accumulated depredation t97U17 100,826 5,673,143

Total capital assets, being depreda~ net 28,470,018 (700,826) S 0 27,769,192

Governmental activities capital assets, net S 32.6WJ68~ $ o $ 31,M1.242
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PORTOLA VALLEY SCHOOL DISTRICT

NOTFS TO THE FINANCIAL srATEMENlS

JUNE 30, 2008

NOIE 6-CAPrrAL.A$ETS AND DEPRECIATION (CONG.UDEDl

Depreciation expense was charged to governmental activities as follows:

Governmental Activities:

Instruction
Instructional superv&ion and administration
Instructional library, media and technology
School site administration
An other pupil services
AU other general administration

Total

NOTE 7- BONDED DEBT

$547,460
14,478
41,159
3,6S1
5,242

2&236

On August 1, 1998, the District issued $6,000,000 of Series 1998 G.eneral Obligation
Bonds. The bonds were issued as fully registered bonds, without coupons with
maturity dates of August 1,1999 through August 1,2020. The bond proceeds were used
by the District to upgrade and modernize schools and for the acquisition of and
improvements to real property for school purposes.

The District issued $11,000,000 of Series 2001 Bonds on February 1, 2001, the proceeds of
the bonds were used to fund the acquisition of and improvements to real property for
authorized school pwposes.

The District issued $6,000,000 of Series 2002 Bonds on March 1, 2002, the proceeds of the
bonds were used to fund modernization projects at Corte Madera School and
0rm0nda1e SchooL

The outstanding general obligation bonded debt of the Portola VaDey School District at
June 30, 2008 is:

Date Amountof Redeemed
of Interest Maturit¥ Original Outstanding Cunent Outstanding

Issue Rate Date Issue July 01,2007 Year june30,2008

1998 4.9-5.0 2029 $ 6,000,000 $ 5,140,000 $ 135,000 $ 5,005,000
2001 4.3-4.9 2030 11,000,000 10,035,000 225,000 9,810,000
2002 4.25-5.25 2032 6.000,000 5,720,000 95,000 5,625,000

Total j 23.000,000 $ 20,895,000 s 455.000 s 20#0,000
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S 34,861,401

NOTE 7 - BONDED DEBT (CONCLUDED)

The annual requirements to amortize general obligations bonds payable outstanding as
ofJune 30, 2008 are as follows:

Year Ended
june30 Prindpal Interest Total

$ 1,461,955
1,459,542
1,461,210
1,461,661
1,460,886
7,288,865
7,269,578
7,235,033
5162,674

2009 $ 475,000 $ 986,955
2010 495,000 964,542
2011 520,000 941,210
2012 545,000 916,661
2013 570,000 890,886
2014-2018 3,265,000 4,023,865
2019-2023 4,120,000 3,149,578
2024-2028 5,235,000 2,D00,633
2029-2032 5,215,000 547,674

Totals J 204108°0 .$ 14,421,404

NOTES -CAPITAL LEASES

The District leases equipment valued at$729,441 under lease agreements, which provide for
title to pass upon expiration of the lease periods. Future minimum lease payments under
these agreements are as follows:

Year Ended Lease
June30 Payment

2009 $ 190,809
2010 154,859
2011 34,175

Total 379,843

Less amountequal to inten!st 27,429

Net.capitallease payable S 352.414
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NOTE 10 -lDNG-TERM DEBT

A schedule ofchanges in long-term debt for the year ended June 30,2008, is shown below:

Balance Balance Due Within
July I, '1IX1/ Additions Deductions June 30,2008 One Year

General Obligation Bonds $ 20,895,000 S 455,000 S 20,440,000 S
Compensated Absences 6,219 $ '1IJ,6'16 32,895
Capital Leases 416,561 125,G16 189,163 352,414
Other General Long Term Debt 2(0 240

Total $ 21,31'1,780 $ 151,932 $ 64UCD $ 20,825,309 $

475,000
32,895

154,991

NOTE 11- EMPLOYEE RE'I'IREMENTS)'STEMS

Qualified employees are covered under cost-sharing multiple-employer contributory
retirement plans JIUIh$lined by agencies of the Slate of Califomia. Certificated employees
are members of the State Teachers' Retirement System (STRS) and classified employees are
members of the California Public Employees' RetirementSystem (CalPERS).

A. StateTeachers' Retitement System (§TRSj

Plan Description. The Portola Valley School District contributes to the State Teachers'
Retirement System (STRS), a c:ost-sharing umltiple-employer public employee retirement
system defined benefit pension plan administered by STRS. The plan provides letilemen~
disability, and survivor benefits to beneficiaries. Benefitprovisions are established by state
statutes, as legislatively amendeet within the State Teachers' Retirement Law. STRS issues
a separate comprehensive annual financial report that includes linanda1 statements and
required supplementary mfonnation. Copies of the STRS annual &nandal report may be
obtained&om the SfRS, 7667FolsomBou1evarcL Saaamento, CaJifomia 95826.

Funding Policy. Active plan members are required to contribute 8.0% of their salary and the
Portola Valley School District is required to contribute an ac:tuarially determmed rate. The
actuarial methods and assumptions used for detennining the rate are those adopted by the
STRS Teac:hers' Retirement Board. The required employer contribution rate for fiscal year
2006-2008 was 8.25" of annual payron. The contribution requirements of the pIan
members are established by state statute. The Portola Valley School District's contributions
to SI'RS for the fiscal year endingJune 30, 2008, '1JX17, and 2006 were $459,722, $415,457 and
$409,255, respectively, and equa1100% of the required contributions for each year.
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NOTE11- EMPLOYEE RETJREMENT SYSTEMS (CONCLUDED)

B. California Public Employees RetirementSystem (CalPERSJ

Plan Description. The Portola Valley School District contributes to the School Employer Pool
under the Califomia Public Employees' Retirement System (CalPERS), a cost-sharing
multipJe.emplayer public employee letitement system defined benefit pension plan
administeJed by CaJPERS. The plan provides retirement and ctisabiIity benefits, annual
cost-of-Iiving adjustments. and death benefits to plan members and bene6daries. Bene6t
provisions axe established by State statutes, as legislatively amended, within the Public
Employees' Retirement Law. CaJPERS issues a separate comprehensive annual fiI1andal
report that includes finandal statements and xequired supplementary information. Copies
of the CalPERS' annual finandal report maybe obtained &om the Ca1PERS Executive Office
- 400 P Street - Saaamento, CA 95814. .

Funding Policy. Active plan members are requUed to contribute 7.0% of their salary, which
Portola vaneySchool Districtcontributes on their behalf. The Portola Valley School District
is xequired to contribute an actuariaIIy dete&mhted rate. The actuatial methods and
assumptions used for detemdning. the rate are those adopted by the CaJPERS Board of
Administration. The xequired employer contIibution rate for fiscal 2007-2008 was 9.306% of
annual payroll. The contribution requirements of the plan membeIS are established by
State statute. The Portola VaDey School Districrs employer contributions to CaJPERS for
the fiscal year ending June 30, 2008, '1JJ11 and 2006 wee $167,193, $279,680 and $132,946,
respectively, and equal 100% of the requUed employer contributions for each year.

c. SocialSecurity

As established by Federal law, all public sector employees who are not members of their
employer's existing retirement system (STRS or PERS) must be covered by social security
or an altemative plan. The District has elected to use Soda1 Security.

D. On Behalf Payment

The State of CaHfomia makes contributions to STRS and PERS on behalf of the District.
These payments consist of State General Fund contributions to STRS and contributions to
PERS for the year ended June 30, 2008. Under accounting principles generally accepted
in the United States of~ these amounts are to be reported as revenues and
expenditures, however, guidance received from the Califomja Department of Education
advises local education agendes not to record these amounts in the Annual Finandal and
Budget Report. These amounts also have not been~ in these finandal statements.

NOTE 12- POSTEMPI.PYMENT BENEFllS crmER1HAN PENSION BENtifIn;

In addition to the pension benefits described in Note 11, the District has entered into
agreements with former employees to provide health and welfare benefits for five years
for an employees who retire from the District on or after attaining the age of 55 with at
least 10 years of service. On June 30, 2008, ten retirees met these eligibility requirements.
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NOTE 12 - POSTEMPlDYMENT BENEFllS O'IHER THAN PENSION BENEFlIS
(CONCLUDED)

The liability to the District is as follows:

Year Ending
June 30

2009
2010
2011
2012

Total

$

$

Amount

65,()15
56,543
32;197
14,366

168,721

The District has not had an actuarial study performed to determine the future costs to the
District for providing retiree benefits and funds the benefits on a "pay-as-you-go" basis.
The District has not contributed im!vocably to a separate trust for the retiree benefit plan
and the future liability was not reported in the long-term debt by the District. The
District paid $69,913 for ten eUgible retirees for the fiscal year ended June 30, 2008.

NOTE 13 - COMMlTMENIS AND CONTINGENQffi

State and Federal Allowances. Awards and Grants

The District has received state and federal funds for speci&c purposes that are subject to
review and audit by the grantor agencies. Although such audits could generate expenditure
disaJ10wances under terms of the grants, it is believed that any required reimbursements wiD
notbe material.

NOTE 14- IOINTVENlURFS aOINT POWERS AGRlffiMBNT$)

The District participates in one joint venture under a joint powers agreement (JPA) with San
Mateo County Schools Insurance Group for Property &t Liability, Workersl Compensation and
Medical/DenIaL The relationship between the District and the JPA is such that the JPA is not a
componentunitof the District for financial repoltiugpurposes.

The JPA arranges for and/or provides coverage for its members. The JPA is governed by a
boud consisting of a representative &om each member district. The board controls the
operations of its JPA, including selection of management and approval of operating budgets
independent of any influence by the member districIs beyond their representation on the
Board. Each member district pays a premium commensurate with the level of coverage
requested and shares surpluses and deficits proportionately to their participation in the JPA

39



PORTOLA VALLEY SCHOOL DISTRICT

NOTFS TO 1HB FINANOAL srATEMENTS

JUNE 30, 2008

NOfE 15 - SUBSEQUENT EVENT

A. On July 1, 2008 the District issued $1,425,000 of tax revenue anticipation notes. The notes
mature July 1, 2009 and are priced to yield 1.650%. The notes were sold to supplement cash
flow.

B. As discussed in Note 2, the Disbict is considered to be an mvoluntary participant in an
external investment pool with the County Treasury. The District reported cash in County
Treasury in these financial statements on June 30, 2008 at cost, which was 100.2% of the fair
market value of this investment pooL The cost of the pool was 101.3% of fair market value
on September 30, 2008, a decrease of 1.1%. No adjustment has been made to these financial
statements as a result of this deaease.

NOI'E 16 - STATE SOlOOL BUILDING REPAYMENT TAx LEVY

During fiscal year 1987-1988 the District received a Rehabilitation and Replacement of
Structurally Inadequate School Facilities loan from the State School Building Aid Fund.
Repayment for the loan is taken in accordance with Education Code section 16080 and is
deducted from the District's school apportionment The balance of the loan at June 30,
2008 was $441. The total payment made during fiscal year 2007-2008 was $240, including
interest of 5.50%.
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PORTOLA VALLEY SCHOOL DI5fRICf
STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES INFUND BALANce; - BUDGET (NON-GAAP) AND ACIUAL
GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Budgeted Amounts
Variance with

Ac:taal Final Budget
(Budgelaly Positive-

Original Final Basis) (Negative)
REVENUES
Revenue LimitSowces:
State Apportionments $ 179,543 $ 146,111 $ 143,641 $ (2,410)
Local Sources 7,445,320 7,456,831 7,430,798 (26,039)

Total Revenue Umit 7,624,863 7,602,954 7,574,445 (28,509)

Federal Revenue 171,502 167,534 169,022 1,488
OtherStaleRevenue 830,515 706,111 720,650 13,933
Other Local Revenue 2,167,086 2,791,298 2,179,242 (12,056)

Total Revenues 10,793,966 11,268,503 11,243,359 {25,144)

EXPENDITURES
Certificated Salaries 5,394,428 5,683,100 5,683,100
CassiftedSalaries 1,705,984 1,915,051 . 1,915,051
EmployeeBenefits 1,638,138 2,051,819 2,042,212 9,547
Boob and Supplies 1,021,136 613,503 661,161 11,142
Services and Other
OperatingExpenditures 956,116 782,364 803,521 (21,157)

DebtService:
Prindpal Retirement 189,163 189,163
Interestand Fiscal C1arges 19,299 19,299

Total Expenditures 10,115,802 11,314,299 11,314,161 132

Excess ofRevenues
Over (Under) Expenditures 78,164 (45,796) (70,808) (25,012)

Other FinancingSoun:es (Uses):
OperatingTransfers In 45,000 117,112 143,356 (33,756)
OperatingTransfers Out (71,140) (74,550) (74,550)

Total OtherFinancing
Somces (Uses) (26,140) 102,562 68,806 @3,156)

Excess ofRevenues and
Other Scnm:es Over (Under)
Expenditures and Other Uses 52,024 56,166 (2,002) (58,768)

Fund Balances - July I, 2007 531,674 521,175 521,175 0

Fund Balances - June30, 2008 S 583.698 S 517.941 S 519.173 $ (58768)

THE ACCOMPANYING NOTFS ARE AN INTEGRAL PART OF THFSE STATEMENTS
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CHANGES IN FUND BALANCFS - BUDGET (NON-GAAP) AND AcruAL
SPECIAL RFSERVE FUND FOR OTHER1HAT CAPITAL OUTLAY

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Budgeted Amounts

56,126 S
REVENUES
Other Local Revenue

Other FinancingSowces (Uses):
OperatingTrans£ers Out

Excess ofRevenue$ and
OtherSowa!s Over (Under)
Expenditures and Other Uses

Fund Balances -July t, 2007

$

Original

63,292 $

63,292

1,353,833

Final

63,292 $

(132.112)

(68,820)

1,477,113

Actual
(Budgetuy

Basis)

(132,112)

(75.986)

1,477,113

Variance with
Fina1 Budget

Positive
(Negative)

(7.166)

o

(7,166)

Fund Balances - June30, 2008 $ 1,417,125 $ 1,408,293 S 1,401,127~

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE STATEMENTS
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APPENDIX D

FORM OF
CONTINUING DISCLOSURE CERTIFICATE

$__________
PORTOLA VALLEY SCHOOL DISTRICT

(County of San Mateo, California)
2009 General Obligation Refunding Bonds

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by 
the Portola Valley School District (the “Issuer”) in connection with the issuance of $__________ 2009 
General Obligation Refunding Bonds (the “Bonds”).  The Bonds are being issued pursuant to a 
Resolution of the Governing Board adopted October 21, 2009 (the “Resolution”).  The Issuer covenants 
and agrees as follows:

Section 1.  Purpose of the Disclosure Certificate.  This Disclosure Certificate is being executed 
and delivered by the Issuer for the benefit of the holders and beneficial owners of the Bonds and in order 
to assist the Participating Underwriters in complying with Securities and Exchange Commission
Rule 15c2-12(b)(5).

Section 2.  Definitions.  In addition to the definitions set forth in the Resolution, which apply to 
any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the 
following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Issuer pursuant to, and as 
described in, Sections 3 and 4 of this Disclosure Certificate.

“Dissemination Agent” shall mean Keygent LLC, or any successor Dissemination Agent 
designated in writing by the Issuer and which has filed with the Issuer a written acceptance of such 
designation.

“EMMA system” shall mean the MSRB’s Electronic Municipal Market Access System, or such 
other electronic system designated by the MSRB.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

“MSRB” shall mean the Municipal Securities Rulemaking Board, or any successor thereto.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required to 
comply with the Rule in connection with the offering of the Bonds.

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

Section 3.  Provision of Annual Reports.

(a) The Issuer shall, or shall cause the Dissemination Agent to, not later than nine 
months after the end of the Issuer’s fiscal year (which currently would be March 31), 
commencing with the report for the 2008-2009 Fiscal Year, provide to the MSRB through the 
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EMMA system, an Annual Report which is consistent with the requirements of Section 4 of this 
Disclosure Certificate.  Not later than fifteen (15) Business Days prior to said date, the Issuer 
shall provide the Annual Report to the Dissemination Agent (if other than the Issuer).  The 
Annual Report may be submitted as a single document or as separate documents comprising a 
package, and may include by reference other information as provided in Section 4 of this 
Disclosure Certificate; provided that the audited financial statements of the Issuer may be 
submitted separately from the balance of the Annual Report, and later than the date required 
above for the filing of the Annual Report if not available by that date.  If the Issuer’s fiscal year 
changes, it shall give notice of such change in the same manner as for a Listed Event under 
Section 5(c).

(b) With respect to the Annual Report, the Dissemination Agent shall:

(i) if the Dissemination Agent is other than the Issuer, file a report with the 
Issuer certifying that the Annual Report has been provided pursuant to this Disclosure 
Certificate, stating the date it was provided.

Section 4.  Content of Annual Reports.  The Issuer’s Annual Report shall contain or incorporate 
by reference the following:

(a) Audited Financial Statements prepared in accordance with generally accepted 
accounting principles, as promulgated to apply to governmental entities from time to time by the 
Governmental Accounting Standards Board.  If the Issuer’s audited financial statements are not 
available by the time the Annual Report is required to be filed pursuant to Section 3(a), the 
Annual Report shall contain unaudited financial statements in a format similar to the financial 
statements contained in the final Official Statement, and the audited financial statements shall be 
filed in the same manner as the Annual Report when they become available.

(b) Adopted Budget for the current fiscal year.

(c) To the extent not set forth in the Issuer’s audited financial statements, 
(i) information relating to average daily attendance, (ii) information relating to the Issuer’s 
outstanding debt, (iii) information relating to total assessed valuations of taxable properties within 
the Issuer, and (iv) information relating to secured tax charges and delinquencies.

(d) In addition to any of the information expressly required to be provided under 
paragraphs (a), (b) and (c) of this Section 4, the Issuer shall provide such further information, if 
any, as may be necessary to make the specifically required statements, in the light of the 
circumstances under which they are made, not misleading.

Any or all of the items listed above may be included by specific reference to other documents, 
including official statements of debt issues of the Issuer or related public entities, which have been 
submitted to each of the Repositories or the Securities and Exchange Commission.  If the document 
included by reference is a final official statement, it must be available from the Municipal Securities 
Rulemaking Board.  The Issuer shall clearly identify each such other document so included by reference.
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Section 5.  Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Issuer shall give, or cause to be 
given, notice of the occurrence of any of the following events with respect to the Bonds, if 
material:

(i) Principal and interest payment delinquencies.

(ii) Non payment related defaults.

(iii) Unscheduled draws on debt service reserves reflecting financial 
difficulties.

(iv) Unscheduled draws on credit enhancements reflecting financial
difficulties.

(v) Substitution of credit or liquidity providers, or their failure to perform.

(vi) Adverse tax opinions or events affecting the tax exempt status of the 
security.

(vii) Modifications to rights of security holders.

(viii) Contingent or unscheduled bond calls.

(ix) Defeasances.

(x) Release, substitution, or sale of property securing repayment of the 
securities.

(xi) Rating changes.

(b) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, the 
Issuer shall as soon as possible determine if such event would be material under applicable 
Federal securities law.

(c) If the Issuer determines that knowledge of the occurrence of a Listed Event 
would be material under applicable Federal securities law, the Issuer shall promptly file a notice 
of such occurrence with the MSRB through the EMMA system.  Notwithstanding the foregoing, 
notice of Listed Events described in subsections (a)(viii) and (ix) need not be given under this 
subsection any earlier than the notice (if any) of the underlying event is given to holders of 
affected Bonds pursuant to the Resolution.

Section 6.  Termination of Reporting Obligation.  The Issuer’s obligations under this Disclosure 
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the 
Bonds.  If such termination occurs prior to the final maturity of the Bonds, the Issuer shall give notice of 
such termination in the same manner as for a Listed Event under Section 5(c).

Section 7.  Dissemination Agent.  The Issuer may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may 
discharge any such Agent, with or without appointing a successor Dissemination Agent.
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Section 8.  Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 
Certificate, the Issuer may amend this Disclosure Certificate, and any provision of this Disclosure 
Certificate may be waived, provided that the following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature, or status of an obligated person 
with respect to the Bonds, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the 
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule 
at the time of the primary offering of the Bonds, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and

(c) the proposed amendment or waiver either (i) is approved by holders of the Bonds 
in the manner provided in the Indenture for amendments to the Indenture with the consent of 
holders, or (ii) does not, in the opinion of the Trustee or nationally recognized bond counsel, 
materially impair the interests of the holders or beneficial owners of the Bonds.

If the annual financial information or operating data to be provided in the Annual Report is 
amended pursuant to the provisions hereof, the first annual financial information filed pursuant hereto 
containing the amended operating data or financial information shall explain, in narrative form, the 
reasons for the amendment and the impact of the change in the type of operating data or financial 
information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be followed 
in preparing financial statements, the annual financial information for the year in which the change is 
made shall present a comparison between the financial statements or information prepared on the basis of 
the new accounting principles and those prepared on the basis of the former accounting principles.  The 
comparison shall include a qualitative discussion of the differences in the accounting principles and the 
impact of the change in the accounting principles on the presentation of the financial information, in order 
to provide information to investors to enable them to evaluate the ability of the Issuer to meet its 
obligations. To the extent reasonably feasible, the comparison shall be quantitative.  A notice of the 
change in the accounting principles shall be sent to the Repositories in the same manner as for a Listed 
Event under Section 5(c).

Section 9.  Additional Information. Nothing in this Disclosure Certificate shall be deemed to 
prevent the Issuer from disseminating any other information, using the means of dissemination set forth in 
this Disclosure Certificate or any other means of communication, or including any other information in 
any Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this 
Disclosure Certificate. If the Issuer chooses to include any information in any Annual Report or notice of 
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure 
Certificate, the Issuer shall have no obligation under this Disclosure Certificate to update such 
information or include it in any future Annual Report or notice of occurrence of a Listed Event.

Section 10.  Default.  In the event of a failure of the Issuer to comply with any provision of this 
Disclosure Certificate, any holder or beneficial owner of the Bonds may take such actions as may be 
necessary and appropriate, including seeking mandate or specific performance by court order, to cause the 
Issuer to comply with its obligations under this Disclosure Certificate.  A default under this Disclosure 
Certificate shall not be deemed an Event of Default under the Resolution, and the sole remedy under this 
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Disclosure Certificate in the event of any failure of the Issuer to comply with this Disclosure Certificate 
shall be an action to compel performance.

Section 11.  Duties, Immunities and Liabilities of Dissemination Agent.  The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the Issuer 
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, 
harmless against any loss, expense and liabilities which it may incur arising out of or in the exercise or 
performance of its powers and duties hereunder, including the costs and expenses (including attorneys 
fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s 
negligence or willful misconduct.  The obligations of the Issuer under this Section shall survive 
resignation or removal of the Dissemination Agent and payment of the Bonds.

Section 12.  Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the 
Issuer, the Dissemination Agent, the Participating Underwriters and holders and beneficial owners from 
time to time of the Bonds, and shall create no rights in any other person or entity.

Date:  December 1, 2009

PORTOLA VALLEY SCHOOL DISTRICT

By 
Superintendent
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EXHIBIT A

NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: Portola Valley School District

Name of Bond Issue: 2009 General Obligation Refunding Bonds

Date of Issuance: December 1, 2009

NOTICE IS HEREBY GIVEN to the Municipal Securities Rulemaking Board that the Issuer has 
not provided an Annual Report with respect to the above-named Bonds as required by the Issuer’s 
Resolution adopted October 21, 2009.  The Issuer anticipates that the Annual Report will be filed by 
_____________.

Dated:

PORTOLA VALLEY SCHOOL DISTRICT

By



APPENDIX E

ECONOMIC AND DEMOGRAPHIC PROFILES OF
THE COUNTY OF SAN MATEO AND THE CITY OF PORTOLA VALLEY

The information in this Section regarding economic activity within the County of San Mateo (the 
“County”), in which the District is located, is provided as background information only to describe the 
general economic health of the region.  However, the District encompasses a relatively small area within 
the County, and the property tax required to be levied by the County to repay the Refunding Bonds will be 
levied only on property located in the District.

Introduction

The County is located in the San Francisco Bay Area. It covers most of the San Francisco 
Peninsula just south of San Francisco, and north of Santa Clara County.  San Francisco International 
Airport is located at the northern end of the county, and Silicon Valley begins at the southern end.  The 
City of Portola Valley (the “City”), is one of twenty incorporated cities in the County.  The City is located 
on the eastern slope of the Peninsula Coastal Range of the Santa Cruz Mountains, and is in a mostly 
wooded area, with some open plains.

The County and the City have seen steady population increase over the years, and continues on an 
upward trend.

Population Characteristics

The following table lists population figures for the City, the County and the State of California 
for the last ten years.

Population

Year
City of

Portola Valley
County of
San Mateo

State of
California

2000 4,462 707,163 33,873,086
2001 4,474 712,289 34,430,970
2002 4,486 714,453 35,063,959
2003 4,483 715,898 35,652,700
2004 4,522 717,653 36,199,342
2005 4,525 720,042 36,676,931
2006 4,548 722,994 37,086,191
2007 4,589 728,314 37,472,074
2008 4,625 736,951 37,883,992
2009 4,671 745,858 38,292,687

_______________________
Source: State of California, Department of Finance
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Industry and Employment

With respect to the County, the State and the Unites States, the following table summarizes the 
civilian labor force, employment and unemployment for the years 2004 through 2008.  Because the 
County is agriculturally oriented, it tends to have greater seasonal variations in employment and higher 
unemployment rates.

County of San Mateo, State of California, and United States
Labor Force, Employment and Unemployment

2004-2008

Year and Area Labor Force Employment Unemployment
Unemployment

Rate

2004
San Mateo County 362,900 345,200 17,700 4.9%
State of California 17,444,400 16,354,800 1,089,700 6.2
United States 148,034,000 140,435,000 7,598,000 5.1

2005
San Mateo County 362,300 346,800, 15,500 4.3
State of California 17,629,200 16,671,900 957,200 5.4
United States 150,139,000 143,075,000 7,064,000 4.7

2006
San Mateo County 367,700 354,200 13,500 3.7
State of California 17,821,100 16,948,400 872,700 4.9
United States 152,519,000 146,073,000 6,446,000 4.2

2007
San Mateo County 373,400 359,100 14,200 3.8
State of California 18,078,000 17,108,700 969,300 5.4
United States 153,752,000 146,731,000 7,020,000 4.6

2008
San Mateo County 384,400 366,100 18,200 4.7
State of California 18,391,800 17,059,600 1,332,300 7.2
United States 154,661,000 144,500,000 10,161,000 6.6

___________________
Source: California State Employment Development Department and U.S. Bureau of Labor Statistics
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The following table shows the annual average industry employment for the County between 2003
and 2007.

County of San Mateo
Annual Average Industry Employment

2003-2007

Industry 2003 2004 2005 2006 2007
Agriculture 2,600 2,200 1,900 1,900 2,000
Manufacturing 29,000 29,100 28,700 29,900 30,800
Trade, Transportation and Utilities 76,700 75,600 74,800 75,000 75,100
Wholesale Trade 12,100 11,600 11,600 12,300 12,200
Retail Trade 36,800 35,800 35,800 36,000 36,200
Information 22,500 21,100 20,500 18,500 17,400
Financial Activities 20,800 20,800 21,200 21,700 21,600
Professional and Business Services 55,200 57,000 59,500 61,300 63,400
Education and Health Services 4,600 30,200 30,200 21,400 32,100
Arts, Entertainment and Recreation 4,600 4,700 5,000 5,800 5,800
Other Services 11,400 11,000 10,900 11,000 11,800
Government   32,700   32,100   32,100   32,200   32,600

Total Wage and Salary* 329,100 327,500 327,500 334,100 340,500
____________________
* Totals may not add due to independent rounding.
Source: California Employment Development Department
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The following table sets forth the 25 major employers in the County in alphabetical order.  The 
number of employees employed by each employer listed below is not readily available.

County of San Mateo
Major Employers

Employer Name Industry

Applied Biosystems Physicians Equipment and Supplies
Burlingame Millbrae Yellow Cab Taxicabs and Transportation Service
Ceton Medical Center Hospitals
Electronic Arts Inc. Prepackaged Software
Franklin Resources Inc. Investment Management
Franklin Templeton Group Investment Management
Franklin Trust Co. Mutual Funds
Genentech Inc. Drug Millers
Guckenheimer Inc. Food Service
Harris Stratex Networks Publishers-Computer Software
Health Science Library Services NEC
Kaiser Foundation Medical Group Physicians and Surgeons
Kaiser Permanente Medical Center Hospitals
Mills-Peninsula Health Service Hospitals
Oracle Corp. Computer Software
Peninsula Medical Center Hospitals
Rudolph & Sletten Inc. Building Contractors
San Mateo County Human Services County Government
San Mateo Medical Center Hospitals
Sing Shot LLC Advertising NEC
Stanford Linear Accelerator Research Service
U.S. Interior Department Federal Government
Visa International Service Association Credit Card-Merchant Services
Visa USA Inc. Credit Cared and Other Credit Plans
West Bay Home Health Services Home Health Service
________________
Source: State of California, Employment Development Department
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Commercial Activity

The table below sets forth taxable sales in the County for 2003 through 2007.

County of San Mateo
Taxable Sales
(in thousands)

Category 2003 2004 2005 2006 2007

Apparel Stores Group 312,708 337,738 365,474 398,192 425,086
General Merchandise Stores 1,207,576 1,226,528 1,247,946 1,313,029 1,363,715
Specialty Stores 1,090,344 1,129,654 1,217,982 1,249,966 --
Food Stores 399,776 401,438 408,881 411,438 430,879
Eating and Drinking Group 951,632 1,019,966 1,111,150 1,158,608 1,245,105
Home Furnishings and Appliances 437,556 510,736 515,133 512,423 535,371
Building Materials and Farm Implements 797,381 915,860 929,948 908,205 846,050
Automotive Group 1,320,736 2,356,664 2,485,052 2,544,725 1,579,609
Service Stations -- -- -- -- 1,008,460
Other Retail Outlets      183,827      190,351      213,553      226,557   1,564,706
    Retail Stores Total   7,701,536   1,088,935   8,495,119   8,723,143   8,998,981
Business & Personal Services 484,754 480,851 614,539 677,986 632,367
All Other Outlets   3,172,149   3,238,288   3,341,692   3,499,262   3,694,958
    Total All Outlets 11,358,439 11,808,074 12,451,350 12,900,391 13,326,306
                  
Source: California Board of Equalization

Construction Trends

Provided below are the building permits and valuations for the City for years 2004 through 2008.

City of Portola Valley
Building Permits and Valuations

For Fiscal Years 2004 through 2008

2004 2005 2006 2007 2008

Valuation
Residential

New Single-Family $  6,101,290 $14,202,928 $12,638,170 $13,585,550 $  8,058,048
New Multi-Dwelling 0 0 0 0 0
Additions and Alterations   6,777,968   7,060,728   8,277,553 10,840,315   7,704,058
Total Residential(1) $12,879,258 $21,263,656 $20,915,723 $24,425,865 $15,762,106

Non-Residential
New Commercial $                0 $                0 $  7,000,000 $                0 $                0
New Industrial 0 0 0 0 0
Other 1,686,350 10,258,147 1,520,400 1,379,139 1,710,013
Additions and Alterations                 0   1,005,000      454,000   1,950,000                 0
Total Non-Residential(1) $  1,686,350 $11,263,147 $  8,974,400 $  3,329,139 $  1,710,013

Number of New Dwelling Units
Single Family 7 12 9 10 5
Multi-Family                 0                 0                0                 0                 0
Total Units                 7               12                 9               10                 5

                    
Source: Construction Industry Research Board
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COUNTY OF SAN MATEO POOLED FUND INVESTMENT POLICY
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