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Mr. Donald R. Noble Program Managers
Deputy Director of Public Works Construction Managers
City of Rancho Palos Verdes . )

Civil Engineers

30940 Hawthorne Boulevard
Rancho Palos Verdes, CA 90275-5391

Subject: Final Report — GASB 34 Compliance Valuation Services

Dear Mr. Noble:

Transmitted herewith is the Final Report in conjunction with the GASB 34 Compliance Valuation
Services.

The information contained in this report presents the findings from our valuation of the City’s
infrastructure assets as they pertain to the requirements of GASB 34. The Final Report also
contains the necessary support documentation and methodologies that were used to develop
the historic costs and current net book values. We are confident that the approach and
methodologies embodied in this report meet the rigors of GASB 34 and that of your independent

auditor.

It has been a real pleasure working with you, Kathryn Downs, the City staff and your auditor,
VTD, on this project. Should you need our services in the future, please call me at (800) 827-

4901 X536.

Sincerely,

Harris & \Associates

Progra Mana r,
GASB 34 Group Manager

cc: Jeffrey M. Cooper, P.E., Vice President
Dennis A. Anderson, Project Manager
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SUMMARY OF GASB 34 REQUIREMENTS AND DEADLINES

By release of Statement 34 on June 30, 1999, the Governmental Accounting Standards Board,
a national non-profit organization, now requires that states, local governments and other public
agencies annually report (full disclosure) the net value of all capital assets, including
infrastructure assets, in order to achieve GAAP (generally accepted accounting principles).
GASB 34 defines infrastructure assets as “...long-lived capital assets that are stationary in
nature and normally can be preserved for a significantly greater number of years than most
capital assets. Examples of infrastructure assets include roads, bridges, tunnels, drainage
systems, water and sewer systems, dams and lighting systems...” In addition, land is to be
valued. Fixed assets (generally building contents, vehicles, furnishings and the like are not
affected by GASB 34, but must be reported under other GAAP requirements.

e Basic Approach:

* Up-to-date inventories must be accomplished/maintained
e Original acquisition costs or estimated costs must be applied
e Depreciation must be applied to historical values

» Modified Approach:

¢ Up to date inventories must be accomplished/maintained

e Original acquisition costs or estimated costs must be applied

* Asset management systems must be put in place and include condition level
assessment and setting every three years with costs budgeted to match condition level

policies.

GASB 34 requires compliance by certain dates based upon annual revenues of public agencies.
The City of Rancho Palos Verdes is what is called a Phase Il agency, which had an annual
revenue of between $10 million and $100 million on July 1, 1999. This requires that the City
begin reporting assets for the fiscal year ending June 30, 2003. A four-year “grace/transition
period” is allowed for reporting “major general infrastructure assets” under certain conditions.
City staff has determined that it wants full compliance for all assets by the June 30, 2002 date.

Q:\rpWGASB 34\FinalRepor.doc
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PROJECT UNDERSTANDING

City Guidance and Direction

The City has made decisions and provided directions with respect to approach and
methodology for GASB 34 infrastructure valuation and reporting, which include the following:

¢

All infrastructure assets will be capitalized and depreciated, rather than using the "modified
approach.”

Straight line depreciation will be used to arrive at Net Book Value.

All significant costs associated with infrastructure assets are to be capitalized, not including
Engineering Design, Construction Management, or other soft costs.

All such assets are to be capitalized from date or acquisition or estimated date of
acquisition.

Reasonable estimation techniques to arrive at estimated acquisition dates historical costs
(using standard industry price indexes) for such assets are acceptable.

Networks and Subsystems

The following are the recommended Networks and Subsystems of Infrastructure Assets to be
included in the valuation work:

Network Subsystem

Wastewater system Lift Stations
Lines
Manholes

Storm Drain System (Storm/Nuisance) Pipes

Channels, Culverts and Manholes
Inlets and Outfalls

Streets/Highways Arterials
Local/Residential Streets

Traffic Signals
Curb, Gutter, Sidewalk
Landscape Medians

Buildings All

Traffic Signals Controllers
Poles and Fixtures

llluminated Street Name Signs

Park Facilities Landscaping
Irrigation
Trees/Plantings
Play Equipment
Parking Lofs

Land All

Q:rpVGASB 34\FinalReport.doc
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SCOPE OF WORK

Task No. 1: Review Completeness and Adequacy of City Records.

This will involve a preliminary review of City records, including existing inventories, bond
records, subdivision and parcel maps, GIS, Capital Improvement Programs and civil
improvement plans to determine the extent to which sufficient records exist which contain actual
acquisition dates and historical costs on assets. This is necessary to determine their reliability
for use and the extent to which estimates of acquisition dates and historical cost need to be
used. This will also assist in determining the whether information should be collected and/or
estimated on the Network or Subsystem level for which assets. The assumption here is that
assets acquired or placed in service prior to July,1980, to the date of incorporation of the City

(1973) will be reported,

Task No. 2: Inventory and Valuation

Step 1. Examine Inventories and City Records:
A. Use of Existing Inventories/Records: This methodology will be used for all assets.

B. The examination will include review of GIS, asset management systems, master
plans, bond records, engineering information and other documents. These
materials will assist in determining the date of acquisition (construction or placed
into service), and the data gleaned will serve as the basis for developing historical

cost.

C. Where historical data requires substantial research to complete, we will use
statistically representative sampling techniques to arrive at estimates of volume,
type and quantities of like assets as well as estimates of asset value using

composite costing.

Step 2. Develop Historical Cost for Infrastructure Assets: The composite cost method will
be used to establish historical cost particularly where original cost cannot be
determined. In these situations, replacement value will be determined on a unit cost
basis. Unit costs will be applied to appropriate asset in terms of total square footage,
linear footage or appropriate unit measurement. The ENR Construction Cost Index will
be applied to arrive at estimated historical cost. Straight line depreciation will be
applied to the useful life. This will achieve historical cost as well as current Net Book
Value, accumulated depreciation, annual depreciation and salvage (or residual value).

The following methodology/approach is to be used:

A. Inventories will be established based upon an in-depth review and analysis of
existing City records (asset locations and quantities will be identified wherever

possible.

B. To the extent that City/County records and/or inventories are reasonably available,
asset inventories/valuations will be accomplished on a pre-1980 basis.

C. Valuations (Net Book Value) will be established on actual acquisition dates and
actual historical records, to the extent that these are reasonably available.
Estimation of dates and costs should, therefore, be minimized.

Q\rpv\GASB 34\FinalReport.doc
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Detailed “actual” information will be compiled and then summarized in a format that
can assist in managing infrastructure assets.

Information available contained in the GIS/PMS system will be used to value
pavements through the composite cost method, and valuation information will be
reported using the "Basic Approach” (depreciation) based upon the City PMS
condition level index.

Width assumptions will be made to supplement existing GIS/AMS inventory data for
curbs, gutters and sidewalks and trails.

Estimates of unit costs for the various assets will be applied based upon asset type
using the appropriate unit measurement (such as square footage, linear footage,

etc.).

llluminated street-name sign and traffic signal inventories/records will be reviewed
and estimates of value using composite cost estimates will be used to determine
value and whether the cumulative value is at the 5% Subsystem level to warrant

reporting.

Net book value will be determined by a formula utilizing date of acquisition,
historical cost, useful life and a depreciation methodology (in this case, straight line
depreciation).

Step 3. Establish Asset Modules via Microsoft Applications for all Networks/Subsystems:
These modules will provide the following information: asset description, historical cost,
acquisition date, useful life, depreciation, accumulated depreciation and calculations of
salvage/residual (Net Book Value) value based upon representative samples. This
information will be available in electronic form and will be documented in spreadsheets
that appear in the Appendices in the Final Report.

Step 4. Prepare Summary of Findings: We view this as a "Draft Final Report" document that
can be easily reviewed and understood by City staff and the City's independent auditor.
This report will contain, and will be formatted in the following manner:

A.

L R R SR S

General Summary: This will consist of a Listing of the Asset categories by Network
or Subsystem, with totals of Net Book Value (historical cost less depreciation) for

each.

Separate Sections for each Asset: Each Section will include the following:

Asset name, with designated reporting category of Network or Subsystem.
Summary inventory of Asset, identifying major components.

Listing of resources (City records) used to assemble/compile inventory.
Methodology used to determine acquisition dates.

Useful life of each Asset.

Methodology used to determine historical cost (composite cost).
Formula/methodology for applying depreciation (straight line) to determine Net
Book Value.

Q:\rpv\GASB 34\FinalReport.doc



Final Report: GASB Statement 34 April 15, 2002
Compliance Valuation Services Page 6

+ Appendices/Spreadsheets documenting Asset components, with historical cost,
cost index, useful life, depreciation calculations (accumulated and annual
depreciation), salvage/residual value (Net Book Value results).

Step 5. Review Results with Appropriate City Staff: We will meet with designated City staff
and others (such as the City's auditor) to review and clarify aspects of the "Draft Final
Report."

Step 6. Final Report: The Final Report will contain all necessary historical cost, useful life and
depreciation method information for all identified Assets in the format described in Step
4B (above). All support documentation will be provided electronically and by hard copy.
This will allow for prompt and efficient implementation in the City's accounting records
and for production of GASB 34 compliant financial statements.

QA\pWGASB 34\FinalReport.doc
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DETERMINATIONS RELATIVE TO
GASB 34 REQUIREMENTS

Recommendations were provided and determinations were made by the City relative to certain
GASB 34 requirements and options. They are as follows:

Assets to be Reported

Those Infrastructure Assets listed on Page 3 of this report. It should be noted that there is some
variation in the assets reported versus those originally included in the Scope of Work. Pump
stations for the storm drainage facilities were originally included; however, no pump stations
exist. Parking lots have been included in the category of Park and Recreation Facilities since
they serve them, and estimates of overall park development, including lots, are provided. Hiking
and equestrian trails have been eliminated as a land asset since these are easements, which
are not technically owned by the City. Rather, they are easements for specific use that
reversionary rights to abutting property owners. Land was added to the list of assets to be
reported. A separate spreadsheet (asset module) was added for the Abalone Cover sewer
project in order to report the value of “projects in progress” in keeping with GASB 34
requirements.

Reporting Method

The Basic Approach. This involves establishing the acquisition date, historical cost, useful life
and applying a depreciation method to arrive at Net Book Value. The straight line depreciation
method is being used for all Infrastructure Assets.

GASB 34 Reporting Level

GASB 34 allows public agencies to report the Net Current Value of assets at the Network,
Subsystem or Individual level. The City has determined that it wishes infrastructure assets to be
reported at the Subsystem level. As defined by GASB, a Network is composed subsystems and
component parts of infrastructure. In the immediate case, historical data has been collected,
and in many cases estimated, for Infrastructure Assets at the Subsystem Level. As a resuilt,
reporting can be made at either the Subsystem or Network level.

Capitalization Policy

GASB 34 requires public agencies to establish and disclose the "capitalization policy" for capital
and infrastructure assets. It sets forth the dollar value above which such assets acquisitions are
added to the capital asset accounts, and below which such assets acquisitions are not required
to be reported. The recommended dollar value is $100,000, which was accepted during
discussions with the City staff. [t recognizes the significantly higher value of infrastructure as
opposed to "fixed assets" (typically building contents). This seemingly high value threshold
does not mean that individual assets below this level have not been, and will not be, counted.
As reflected in the attached inventory and valuation information, individual and subsystem
components have and will continue to be counted below the $100,000 threshold value.

Useful Life of Infrastructure Assets

Use of the Basic Approach of valuing capital assets requires a determination of useful life of
each type of asset in order to properly complete the formula for determining depreciation and
arriving at Net Book Value. Based upon our firm's experience, utilization of industry standards,

Q:\rpAGASB 34\FinalReport.doc
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and consideration of conditions unique to the City, the following have been determined to be the
useful life of the relevant Infrastructure Assets:

Roadway Network/Subsystem Useful Life in Years

1.1 Pavement

a. Asphaltic Concrete 30

b. Portland Cement Concrete 50
1.2 Curb, Gutter, Sidewalk, Medians

a. With Trees 10

b. Without Trees 100
1.3 Traffic Signals 25
1.4 Medians

a. With Trees 10

b. Without Trees 100

Wastewater System
2.1 PVC Pipelines 50
2.2 VCP Pipeliines 25
2,3 Manholes 30
2.4 Lift Stations 25
Storm Drain System
3.1 Conc. Channels, Culverts, Pipes 100
3.2 CMP Pipes 20
3.3 RCP Pipes 50
3.4 Concrete Inlets and Outfalls 100
Buildings
4.1 Buildings (all) 50
Parks and Recreation Network

5.1 Major Park Facilities, including Parking Lots 40
Land Not Depreciated

Valuation Methodology

In order to supplement data collection and expedite analysis wherever possible, and where
information was not reasonably available in files or existing software programs, historical costs
were achieved through estimates, and based upon inventory deficiencies, some acquisitions
dates were also estimated. This methodology is permissible under GASB 34. Current
replacement unit costs (Year 2001) were established for each applicable asset. These unit
costs were developed from bid tabulations, industry standard costing documents and project
team experience. Devaluation models were created to convert replacement costs to estimated
original costs. These models are based on the appropriate Engineering News Record Cost
Index (as shown in the Appendices). Depreciation models were created to calculate
depreciation on assets using the useful life(s) of assets. The "straight line” depreciation method
was used on a half-year convention (calculated through June 30, 2001). The formula for
determining current Net Book Value is shown below:

Q:\rpVGASE 34\FinalReport.doc
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Estimated Historical Cost = Annual Depreciation ] x Current Age = Accumulated Depreciation
Estimated Useful Life

Estimated Historical Cost -  Accumulated Depreciation = Current Net Book Value
Valuation of Pre-1980 Infrastructure Assets

GASB 34 allows governments to report the historical or estimated historical cost of
Infrastructure Assets that were acquired, reconstructed or significantly improved in fiscal years
ending after June 30, 1980 (FY 1980-81). Based upon the City's RFP, and Harris' Scope of
Work, records we have examined inventory, acquisition and historical cost data for the purpose
of valuing and reporting assets prior to this date. Where appropriate, and where information was
available, assets were valued back to the date of City incorporation (1973). The summaries and
appendices reflect this information.

ENR Indexing and Unit Costs

Exhibit “Q” provides a spreadsheet reflecting the ENR (Engineering News Record)
Construction Cost Index data which has been used in a number of situations to determine
historical value of the assets. In a number of cases, where actual historical cost was not
available, replacement value unit costs were applied, and the unit cost was indexed back to the
appropriate year of actual/estimated construction.

Q:\pv\GASB 4\FinalReport.doc



City of Rancho Palos Verdes

Exhibit "B" Asset Value Totals X A
Current Original urrent
Replacement Estimated Net Value
Exhibit # Cost Cost {thru 6/30/2001)
Roadways
C Pavement $96,823,586 564,456,537 $49,274,217
D Sidewalk $14,162,683 $3,925,324 $956,217
E Curb & Gutter $42,488,049 $3,828,446 $1,255,889
F Traffic Signals $2,074,800 $889,913 $636,849
G Medians $2,666,599 $738,432 $80,490
Sewer
H Sewer $53,141,635 $14,705,907 $6,617,658
| Manholes Sewer $15,934,000 $4,409,422 $367,452
J Pump Stations $1,400,000 $729,206 $411,487
K Abalone Cove Sewer $5,074,965 $5,074,965 $5,074,965
Storm Drain
L Storm Drain $6,523,605 $5,186,590 $4,839,321
M Catch Basins $2,010,000 $556,228 $403,265
M Manholes SD $268,000 $74,164 $6,180
M Culverts $2,050,000 $567,297 $411,291
M Inlets $204,000 $56,453 $40,928
M Outlets $516,000 $142,793 $103,525
N Park Improvements $14,493,791 $4,191,673 $146,150
o} Buildings Not applicable $2,586,804 $1,701,806
P Land Not applicable $15,761,115 $15,761,115
Totals $259,831,712 $127,881,268 $88,088,806
Page 1 of 1 June, 2002
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SUMMARY OF FINDINGS

The following will present summary information on the valuation of each Subsystem of
Infrastructure Asset for the purpose of reporting in financial statements in accordance with
GASB 34 and for use in the City's accounting records. Shown below, and on Exhibit “B”, is an
overall summary of the current Net Book Value of the infrastructure assets by Subsystem,
Network and grand total. Total current Net Book Value of all assets inventoried and valued in

this project is: $81,775,442.

Current Original Current
Replacement Estimated Net Value
Cost Cost (thru 6/30/2001)
Roadways
Pavement $96,823,586 $64,456,537 $49,378,638
Sidewalk $14,162,683 $3,925,324 $956,217
Curb & Gutter $42,488,049 $3,828,446 $1,255,889
Traffic Signals 52,074,800 $889,913 $641,349
Medians $2,666,599 $738,432 $80,490
Sewer
Sewer $53,141,635 514,705,907 $162,847
Manholes Sewer $15,934,000 $4,409,422 $367,452
Pump Stations $1,400,000 $729,208 $411,487
Abalone Cove Sewer $5,074,965 $5,074,965 $5,074,965
Storm Drain
Storm Drain $6,523,605 $5,186,590 54,871,846
Catch Basins $2,010,000 $556,228 $403,265
Manholes SD $268,000 $74,164 $6,180
Culverts $2,050,000 $567,297 $411,291
Inlets $204,000 $56,453 $40,928
Outlets 00 $142,793 $103,525
Park Improvements $14,493,791 $4,191,673 $146,150
Buildings Not applicable $2,586,804 $1,701,806
Land Not applicable / $15,761,115 $15,761.115
Totals $127,881,268 $81,775,442

$259,831,71

* These costs and values do not reflect Enginiegring Design, Construction Management, or

other Soft Costs.

Q:\rpViGASB 34\FinalReport.doc
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ROADWAY NETWORK

Subsystem: Pavement

Reporting Level
Subsystem, for pavement only.
Useful Life of Asset

30 years for asphaltic concrete and 50 years for Portland Concrete Cement based upon industry
standards.

Inventory/Valuation Data Sources

The City's Pavement System (PMS) and References 1 and 2 on Exhibit “A” (References) were
used as the basic sources of information for determining the inventory for pavement on streets.
Replacement unit costs were estimated by the Harris Design Group and discussed with City
staff. The PMS system utilizes a 1950 default date; however, since the City was incorporated in

1973, this date was used.

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Current replacement costs were determined to be $5.10 per square foot for arterial streets and
$3.83 for residential streets. Historical costs were determined by using the Army Corp of
Engineers deterioration curve and ENR Construction Cost Index to establish the historical unit
cost by year of construction/improvement for every year since 1973. The useful life of 30 years
is fairly standard, and it was verified by Harris PMS and Design Group specialists.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of pavement. The Net Book Value is $49,378,638, which is reflected on Exhibit “C.” In
addition, and based upon the methodologies described above, you will find information in
Exhibit “C” about asset quantity, historic values, annual depreciation and accumulated
depreciation. This information will be helpful as the base data for the City's following CAFR for
FY2002-2003. Data and calculations provided in this Exhibit, and the others that follow for each
asset subsystem, are the Asset Modules referred to in the Scope of Services.

Current Original Accumulated
Replacement Estimated Annual Depreciation Current
Area (SF) Cost Cost Depreciation  (thru 6/30/2001) Net Value
23,497,303 $96,823,586  $64,456,537 $2,148,551 $15,077,899  $49,378,638

Valuations of Pre-1980 Infrastructure Assets: Pavements were valued back to 1973, which
is the year of incorporation of the City. In some cases, pavements are older than that; however,
the City “acquired” this asset network when it incorporated. Therefore, the value can only be
established at the year of incorporation. This methodology was discussed and approved by the

City’s auditor.

Q:\rpviGASB 34\FinalReport.doc
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ROADWAY NETWORK

Subsystem: Sidewalks

Reporting Level
Subsystem, for sidewalks.
Useful Life of Asset

100 years where no street trees exist; 10 years where street trees exist.

Inventory/Valuation Data Sources

References 4, 5 and 6 on Exhibit “A” (References) were used as the basic source of
information for determining the inventory and valuation of sidewalks.

Most sidewalk quantities were obtained from Capital Improvement Plans available in the Public
Works Department. Where data was not available, it was estimated by using street lengths
available in the PMS system as well as the standard width of sidewalk and aerial photographs.

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Current replacement costs were determined to be $4.25 per square foot of sidewalk. This unit
cost was indexed (see ENR Construction Cost Index) back to the year (or estimated year) of
construction as far back as 1973, as applicable. Based upon Harris’ expertise and discussions
with City staff, the useful life of sidewalks was determined to be 10 years where street trees
exist (root intrusion) and 100 years where no street trees exist.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset subsystem. The Net Book Value is $956,217. In addition, and based upon
the methodologies described above, you will find information in Exhibit “D” about asset
quantity, historic values, annual depreciation and accumulated depreciation. This information
will be helpful as the base data for the City's following CAFR for FY2002-2003.

Sidewalk Current Original Accumulated
Area Replacement Estimated Annual Depreciation Current
(S5F) Cost Cost Depreciation  (thru 6/30/2001) Net Value
3,332,396  $14,162,683 $3,925,324 $273,830 $2,969,107 $956,217

Valuations of Pre-1980 Infrastructure Assets: The inventory and valuation methodology
used for sidewalks, results in values being reported for this asset as far back to 1973—the date
of City incorporation. In the case of sidewalks where street trees exist, the useful life is only 10
years. Therefore, reported values only go back 10 years.

Q\rpWGASB 34\FinalReport,doc
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ROADWAY NETWORK

Subsystem: Curb and Gutter

Reporting Level
Subsystem, for curb and gutter.
Useful Life of Asset

100 years where no street trees exist; 10 years where street trees exist.

Inventory/Valuation Data Sources

References 4, 5 and 6 on Exhibit “A” (References) were used as the basic source of
information for determining the inventory and valuation of curb and gutter.

Most sidewalk quantities were obtained from Capital Improvement Plans available in the Public
Works Department. Where data was not available, it was estimated by using street lengths
available in the PMS system as well as aerial photographs.

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Current replacement costs were determined to be $12.75 per linear foot of curb and gutter. This
unit cost was indexed (see ENR Construction Cost Index) back to the year (or estimated year)
of construction as far back as 1973, as applicable. Based upon Harris’ expertise and
discussions with City staff, the useful life of curb and gutter was determined to be 10 years
where street trees exist (root intrusion) and 100 years where no street trees exist.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset subsystem. The Net Book Value is $1,255,889. In addition, and based upon
the methodologies described above, you will find information in Exhibit “E* about asset
quantity, historic values, annual depreciation and accumulated depreciation. This information
will be helpful as the base data for the City's following CAFR for FY2002-2003.

C&G Current Original Accumulated Current
Length Replacement Estimated Annual Depreciation Net

(LF) Cost Cost Depreciation (thru 6/30/2001) Value

1,084,172 $42,488,049 $3,828,446 $226,941 $2,572,557 $1,255,889

Valuations of Pre-1980 Infrastructure Assets: The inventory and valuation methodology
used for curb and gutter, results in values being reported for this asset as far back to 1973—the
date of City incorporation. In the case of sidewalks where street trees exist, the useful life is
only 10 years. Therefore, reported values only go back 10 years.

Q:\rpviGASB 34\FinalReport.doc
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ROADWAY NETWORK

Subsystem: Traffic Signals

Reporting Level

Subsystem, for traffic signals only, which include illuminated street name signs.

Useful Life of Asset

25 years, based upon replacement system estimated by the Harris Design Group and reviewed
by the Public Works Department.

Inventory/Valuation Data Sources

References 11 and 12 were used to determine the quantity, age and location of traffic signals.
This information was reviewed and evaluated by City staff.

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Current replacement costs were estimated to be $150,000 for each traffic signal. The
construction date and value for one signal was provided by the Public Works Department, and
one other signal was identified on existing CIP Plans. The others were given the default date of
1973—the date of City incorporation. The replacement value of signals was indexed back to the
appropriate date(s) to arrive at estimated historical cost and then depreciated based upon age
to arrive at current Net Book Value.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset subsystem. The Net Book Value is $641,349. In addition, and based upon
the methodologies described above, you will find information in Exhibit “F” about asset
quantity, historic values, annual depreciation and accumulated depreciation. This information
will be helpful as the base data for the City's following CAFR for FY2002-2003.

Quantity Current Accumulated Current
by % Replacement Annual Depreciation Net
Qty  Ownership Cost Depreciation (thru 6/30/2001) Value
20 13.83 $2,074,800 $17,798 $248,564 $641,349

Valuations of Pre-1980 Infrastructure Assets: Eighteen (18) of the traffic signals existed
prior to 1980, and were given default dates of 1973—the date of City incorporation. Two other
more recently constructed signals were also identified. Of the 20 traffic signals, the City only
owns 13.83 traffic signals based on percent ownership as shown in Exhibit “F”.

QA\pWGASB 34\FinalReport.doc



Final Report: GASB Statement 34 April 15, 2002
Compliance Valuation Services Page 15

ROADWAY NETWORK

Subsystem: Medians

Reporting Level
Subsystem, for street medians.

Useful Life of Asset

As with curb, gutter and sidewalk assets, street medians with trees planted in them were
assigned a 10 year useful life, while medians without trees in them were assigned a useful life of

100 years.
Inventory/Valuation Data Sources

References 7 and 8 (aerial photographs) as reflected in Exhibit “A” were used to determine the
quanitity/volume of medians. Median construction dates were determined by reviewing the
Capital Improvement Plans in the Public Works Department.

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

The current replacement value was determined to be $4.25 square foot (which is $1.18 using
the ENR Cost Construction Index) back to the appropriate year of construction. For those
medians missing construction date information, 1973 was used as the default date.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of pavement. The Net Book Value is $80,490. See Exhibit “G.” In addition, and based
upon the methodologies described above, you will find information in Exhibit “G” about asset
quantity and replacement values.

Current Original Accumulated Current
Replacement Estimated Annual Depreciation Net
Total Area Value Cost Depreciation (thru 6/30/2001) Value
627,435 $2,666,599 $738,432 $63,861 $657,941 $80,490

Valuations of Pre-1980 Infrastructure Assets: In most cases, the medians were constructed
prior to the 1973 incorporation date of the City. Where specific construction dates were missing,

this date was used.
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SEWER (WASTEWATER) NETWORK

Subsystem: Pipelines

Reporting Level

Subsystem, for the sewer (wastewater) system.
o
{

by

Useful Life of Asset LIz
e

PVC pipelines—50 years; VCP (clay) pipelines—25 years; Manholes—30 years; LTfe stations
(Structure—25 years; Components—10 years).

Inventory/Valuation Data Sources

All sewer quantities and types were obtained from the Los Angeles County Sanitation District
(See Reference 16 on Exhibit “A”).

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Current replacement cost and useful life were recommended by the Harris Design Group and
accepted by the Public Works Department. Unit costs were indexed back to the appropriate
year to determine estimated historical cost, then depreciation was applied to achieve Net Book
Value. Essentially, all of the pipelines were constructed prior to the City’s incorporation in 1973,
so this was used as the default date.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset subsystem. The Net Book Value is $162,847. In addition, and based upon
the methodologies described above, you will find information in Exhibit “H” about asset
quantity, historic values, annual depreciation and accumulated depreciation. This information
will be helpful as the base data for the City's following CAFR for FY2002-2003.

Current Original Accumulated Current
Replacement  Estimated Annual Depreciation Net
Cost Cost Depreciation  (thru 6/30/2001) Value
$53,141,635 $14,705,907 $580,999 $14,543,059 $162,847

Valuations of Pre-1980 Infrastructure Assets: Essentially all of the sewer pipeline was
installed prior to 1980. The default date (City incorporation) of 1973 was used.
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SEWER (WASTEWATER) NETWORK

Subsystem: Sewer Manholes

Reporting Level

Subsystem, for the sewer (wastewater) system.
Useful Life of Asset

30 years.
Inventory/Valuation Data Sources

All sewer quantities and types were obtained from the Los Angeles County Sanitation District
(See Reference 16 on Exhibit “A”).

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Current replacement cost and useful life were recommended by the Harris Design Group and
accepted by the Public Works Department. Unit costs were indexed back to the appropriate
year to determine estimated historical cost, then depreciation was applied to achieve Net Book
Value. Essentially, all of the pipelines were constructed prior to the City's incorporation in 1973,

so this was used as the default date.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset subsystem. The Net Book Value is $367,452. In addition, and based upon
the methodologies described above, you will find information in Exhibit “I” about asset quantity,
historic values, annual depreciation and accumulated depreciation. This information will be
helpful as the base data for the City's following CAFR for FY2002-2003.

Current Original Accumulated Current
Replacement Estimated Annual Depreciation Net
Qty Cost Cost Depreciation (thru 6/30/2001) Value
3976 $15,934,000 $4,409,422 $146,981 $4,041,971 $367,452

Valuations of Pre-1980 Infrastructure Assets: Essentially all of the
manholes were installed prior to 1980. The default date (City incorporation) of 1973 was used.
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SEWER (WASTEWATER) NETWORK

Subsystem: Sewer Pump Stations

Reporting Level

Subsystem, for the sewer (wastewater) system.
Useful Life of Asset

25 years for Structure; 10 years for components.
Inventory/Valuation Data Sources

All sewer quantities and types were obtained from the Los Angeles County Sanitation District
(See Reference 16 and 17 on Exhibit “A”).

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Current replacement cost and useful life were recommended by the Harris Design Group and
accepted by the Public Works Department. Unit costs were indexed back to the appropriate
year to determine estimated historical cost, then depreciation was applied to achieve Net Book

Value.
Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset subsystem. The Net Book Value is $411,487. In addition, and based upon
the methodologies described above, you will find information in Exhibit “J” about asset
quantity, historic values, annual depreciation and accumulated depreciation. This information
will be helpful as the base data for the City's following CAFR for FY2002-2003.

Current Original Accumulated Current
Replacement Estimated Annual Depreciation Net
Qty Cost Cost Depreciation (thru 6/30/2001) Value
7 $1,400,000 $729,206 $26,168 $317,719 $411,487

Valuations of Pre-1980 Infrastructure Assets: Estimated construction dates are provided.
Some of the lift stations pre-date 1980.

Q:Arpv\GASB 34\FinalReport.doc



Final Report: GASB Statement 34 April 15, 2002
Compliance Valuation Services Page 19

SEWER (WASTEWATER) NETWORK

Subsystem: Projects in Progress (Abalone Sewer Project)

Reporting Level

Subsystem, for the sewer (wastewater) system.

Useful Life of Asset

25-50 years, depending upon components (pipe, manholes, lift stations)
Inventory/Valuation Data Sources

All sewer quantities and types were obtained from Harris & Associates Construction
Management Division (See Reference 22 on Exhibit “A”). Progress payments for various
components of construction were totaled for the Abalone Cove Sewer Project. The spreadsheet
attached shows the contract amount and the payments to date. The Net Book Value of this City

asset is the amount of progress payments made.
Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

As required by GASB 34, all infrastructure work/projects in progress should be reported.
Construction progress payments were totaled for all components of completed work.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset subsystem. The Net Book Value is $5,074,965. In addition, and based upon
the methodologies described above, you will find information in Exhibit “K” about asset
quantity, historic values, annual depreciation and accumulated depreciation. This information
will be helpful as the base data for the City's following CAFR for FY2002-2003.

Completed
Contract as of 1/31/02
Total Value Total
$5,433,376 $5,074,965

Valuations of Pre-1980 Infrastructure Assets: Estimated construction dates are provided.
Some of the lift stations pre-date 1980.
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STORM DRAIN NETWORK

Subsystem: Storm Drain Pipeline

Reporting Level

Subsystem, for the storm drain system.

Useful Life of Asset

20 years for CMP pipe and 50 years for RCP pipe.
Inventory/Valuation Data Sources

All storm drain quantities and types were obtained from the “Storm Drain Master Plan’. (See
Reference 13, 14 and 15 on Exhibit “A”).

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Current replacement cost and useful life were recommended by the Harris Design Group and
accepted by the Public Works Department. Unit costs were indexed back to the appropriate
year to determine estimated historical cost, then depreciation was applied to achieve Net Book
Value. Valuation calculations distinguished between the two different pipe types.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset subsystem. The Net Book Value is $4,871,846. In addition, and based upon
the methodologies described above, you will find information in Exhibit “L* about asset
quantity, historic values, annual depreciation and accumulated depreciation. This information
will be helpful as the base data for the City's following CAFR for FY2002-2003.

Current Original Accumulated Current
Replacement Estimated Annual Depreciation Net
Length Cost Cost Depreciation (thru 6/30/2001) Value
24,413 $6,523,605 $5,186,590 $105,788 $314,744 $4,871,846

Valuations of Pre-1980 Infrastructure Assets: Construction dates reflect both pre and post-
1980 installations.
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STORM DRAIN NETWORK

Subsystem: Catch Basins, Manholes, Culverts, Inlets & Qutlets

Reporting Level
Subsystem, for the storm drain system.
Useful Life of Asset

100 years for catch basins, culverts, inlets & outlets; 30 years for manholes.

Inventory/Valuation Data Sources

All storm drain quantities and types were obtained from the “Storm Drain Master Plan”. (See
Reference 13, 14 and 15 on Exhibit “A”).

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Current replacement cost and useful life were recommended by the Harris Design Group and
accepted by the Public Works Department. Unit costs were indexed back to the appropriate
year to determine estimated historical cost, then depreciation was applied to achieve Net Book
Value. Valuation calculations distinguished between the different subsystem asset and material

types.
Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset subsystem. The Net Book Value is $965,190. In addition, and based upon
the methodologies described above, you will find information in Exhibit “M” about asset
quantity, historic values, annual depreciation and accumulated depreciation. This information
will be helpful as the base data for the City's following CAFR for FY2002-2003.

Current Original Accumulated Current
Replacement Estimated Annual Depreciation Net

Type Total by Type Cost Cost Depreciation  (thru 6/30/2001) Value
Catch Basins 402 $2,010,000 $556,228 55,562 $152,963 $403,265
Manholes 67 $268,000 574,164 $2,472 $67,983 $6,180
Culverts 82 $2,050,000 $567,297 $5,673 $156,007 $411,291
Inlets 51 $204,000 $56,453 3565 $15,525 $40,928
Outlets 129 $516,000 $142,793 $1,428 $39,268 $103,525

$5,048,000 $1,396,935 $15,700 $431,746 $965,190

Valuations of Pre-1980 Infrastructure Assets: Construction dates are essentially 1973—the

City’'s date of incorporation.
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PARKS AND RECREATION NETWORK

Subsystem: Major Park Facilities

Reporting Level .
Subsystem, for major park facilities.
Useful Life of Asset

25 years
Inventory/Valuation Data Sources

Reference 21, the City's Parks Master Plan, included in Exhibit “A” (References), was used as
the basic source of information for determining the inventory and valuation of major park
facilities. Additional information was obtained from the City’s General Ledger entries. In
addition, City staff and Harris staff were consulted to ascertain information related to estimated
replacement costs for park improvements and structures.

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

The major park facilities are listed in Exhibit “N.” These facilities (exclusive of Land) include
playground equipment, landscaping/tree materials, tennis courts, other play courts, parking lots,
restroom facilities and the like. The useful life of 25 years was established for major park
facilities by averaging the estimated useful life of these various components.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset subsystem. The Net Book Value is $146,150. In addition, and based upon
the methodologies described above, you will find information in Exhibit “N” about asset
quantity and replacement values. This information will be helpful as the base data for the City's
following CAFR for FY 2002-2003.

Current Original Accumulated Current
Current Replacement Estimated Annual Depreciation Net
Age Cost Cost Depreciation (thru 6/30/2001) Value
Totals $14,493,791 $4,191,673 $167,667 $4,045,523 $146,150

Valuations of Pre-1980 Infrastructure Assets: Park improvements included those that were
installed prior to July, 1980.
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BUILDINGS NETWORK

Subsystem: None

Reporting Level

Network. This asset category includes individual buildings which comprise the Buildings
Network.

Useful Life of Asset

50 years
Inventory/Valuation Data Sources

Reference 23, the City's General Ledger information, included in Exhibit “A” (References),
was used as the basic source of information for determining the inventory and valuation of City-

owned buildings.

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Buildings owned by the City are listed in Exhibit “0.” These facilities (exclusive of Land)
include City Hall, Park and Recreation facilities, utility buildings and sheds. The useful life of 50
years was established. Acquisition dates and costs were obtained from the General Ledger and
then depreciation was calculated in order to achieve current Net Book Value.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset network. Values for each individual building are provided. The Net Book
Value is $1,701,806. In addition, and based upon the methodologies described above, you will
find information in Exhibit “O” about asset quantity and building identification. This information
will be helpful as the base data for the City's following CAFR for FY 2002-2003.

Accumulated Current
Annual Depreciation Net
Purchase Price Depreciation (thru 6/30/2001) Value
$2,586,804 $51,736 $884,998 $1,701,806

Valuations of Pre-1980 Infrastructure Assets: Valuations are provided for buildings
constructed prior to July, 1980.
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LAND NETWORK

Subsystem: None

Reporting Level

Network. This asset category includes individual properties owned by the City which comprise
the Land Network.

Useful Life of Asset

Not applicable. In accordance with GASB 34, Land is not depreciated. Itis a permanent asset
that has an unlimited useful life.

Inventory/Valuation Data Sources

Reference 23, the City’s General Ledger information, included in Exhibit “A” (References),
was used as the basic source of information for determining the inventory and valuation of City-

owned land.

Methodologies Used to Determine Historical Cost, Acquisition Dates, and Values:

Land owned by the City is listed in Exhibit “P.” Actual historical value (as reflected in the
General Ledger) has been reflected without depreciation, in accordance with the provisions of

GASB 34.

Net Book Value

The figures below provide all the essential information needed for the City's Comprehensive
Annual Financial Report (CAFR) and associated financial statements relative to the Net Book
Value of this asset network. Values for each individual property are provided. The Net Book
Value is $15,761,115. In addition, and based upon the methodologies described above, you will
find information in Exhibit “P” about asset quantity (acreage), location of property name. This
information will be helpful as the base data for the City's following CAFR for FY 2002-2003.

Valuations of Pre-1980 Infrastructure Assets: Valuations are provided for land/property
acquired prior to July, 1980.
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PROCEDURES FOR CAPTURING FUTURE GASB 34 INFORMATION

Attachment “R ” provides an essentially generic form and accompanying “administrative
instruction,” which should be helpful in capturing critical data for reporting of infrastructure
assets in the future. This form is proposed to be used by the various City departments and
divisions when assets are acquired, constructed or placed into service (and when assets are
disposed of or removed/demolished). We have not included in the instructions which City staff
members in the organization would complete the matrix, since that is a more internal operational
decision. The “instruction” includes when this information should be collected and returned to
the Finance Department. Below are some suggestions on timing and other important
considerations.

¢+ These forms should be completed throughout the fiscal year as asset acquisition and
dispositions are completed, and not be left for completion at the end of the fiscal year.

¢+ Information should be collected for both City projects (CIP projects and the like) as well as
developer-built and dedicated/donated infrastructure improvements, whether it is parks,

sireets, etc.

¢ If infrastructure improvements are disposed of, eliminated or removed, their value should be
deducted from asset value. If such improvements have to be removed or eliminated as a
function of constructing new improvements, the value of the portion removed should be
deducted, and the value of the improvements constructed should be added to asset value.

+ The most critical pieces of information are the quantities, acquisition dates and costs. Once
these forms are completed and submitted to the Administrative Services Department, they
should be compiled, categorized into the appropriate subsystems, and totaled. This
information can then be entered in the appropriate Asset Module (spreadsheet) for the fiscal
year. Once entered, the Asset Module will electronically perform the calculations to update
the annual depreciation, accumulated depreciation and Net Book Value.

¢ Quantity information can be obtained from as-built drawings, and should be done upon
receipt of as-builts. Cost data may be obtained through unit costs, developer information,
final invoice data, Council-accepted project totals (in progress work is not counted:
improvements must be complete) or other means.

¢ In using the Basic Approach (depreciation), there should be a distinction made between
routine maintenance costs, which are not reported per GASB 34 vs. replacement,
improvement and preservation costs, which should be reported per GASB 34.
“Preservation” costs, as the GASB 34 Implementation Guide defines them, are those cost
outlays that extend the useful life (assuming normal routine maintenance) of an asset
beyond its original estimated useful life. Also, if the capacity or efficiency of an asset has
been increased by a cost outlay (such as a road widening or weight capacity), the costs
associated with such improvements should be reported.

¢ Where appropriate, certain ancillary project costs should also be captured for reporting
purposes. These can include design, construction management, fees, transportation and
administrative overhead charges.

The City may wish to include all or part of this information in their “instruction” to staff members
to assist them in completing the form. Hopefully, this will be helpful to the City. Certainly, the
City can modify and/or fine tune the system/form for maximum use and benefit.

Q:\rpvGASB 34\FinalReport.doc



6 n<u b, ”—‘M Qﬂgxm



City of Rancho Palos Verdes

Exhibit "A" Reference Sources

1 |Pavement lengths and areas from PMS created by B&H.
2 |Pavement construction dates from color coded Overlay map hanging in Public Works hallway.
3 |Remainder of construction dates not on map from PMS by B&H.
4 |Curb, gutter, & sidewalk quantities and construction dates partially from capital improvement plans in store room.
5 |Curb, gutter, & sidewalk for NON quantities from PMS by B&H
6 |Curb, gutter, & sidewalk quantities not found in CIP plans taken from aerial photos.
L |Median quantities taken from aerial photos.
(8)| Tree quantities taken from aerial photos.
9 |Buildings and Land Quanties, Values, and acquisition dates from Kathy - General Ledger
10|Parks Quantities & values from Kathy - General Ledger and Parks Master Plan in Dean's Office.
11| Traffic Signal Quanties and Percent owned by map in Public Works
12| Traffic Signal Construction dates for 3 signals on CIP plans in back room.
13|Criginal storm drain quantities and dates from Master Plan in Dean's office.
14|Replacement storm drain quantities, values, and dates from Dean Allison using Master Plan at meeting on Feb, 28th.
15| Catch basin quanties from plans hanging in Public Works.
16| Sewer quantities and types of pipe came from the L.A. County Sanitation District.
17| Pump Station quantities, location and acquisition date came from L.A. County Sanitation District.
18|Pump Station general current value from Randall Bliss in Design Group at Harris.
19|Current values of sewer and storm drain pipe materials from Noel Zemla in Design Group at Harris.
20|Annual depreciation of average construction costs from ENR website.
21|City of Rancho Palos Verdes Parks Master Plan
22|Harris & Associates, Construction Management Division (Progress Payment documents)
23| City of Rancho Palos Verdes General Ledger entries for Land and Buildings
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City of Rancho Palos Verdes

Exhibit "B" Asset Value Totals

Reviseel
Current Original Current
Replacement Estimated Net Value
Exhibit # Cost Cost (thru 6/30/2001)
Roadways
Cc Pavement $96,823,586 $64,456,537 $49,274,217
D Sidewalk $14,162,683 $3,925,324 $966,217
E Curb & Gutter $42,488,049 $3,828,446 $1,255,889
F Traffic Signals $2,074,800 $889,913 $636,849
G Medians $2,666,599 $738,432 $80,490
Sewer
H Sewer $53,141,635 514,705,907 $6,617,658
| Manholes Sewer 515,934,000 $4,409,422 $367,452
J Pump Stations $1,400,000 $729,206 $411,487
K Abalone Cove Sewer $5,074,965 $5,074,965 $5,074,965
Storm Drain
L Storm Drain $6,523,605 $5,186,590 54,839,321
M Catch Basins $2,010,000 $556,228 $403,265
M Manholes SD $268,000 $74,164 $6,180
M Culverts $2,050,000 $567,297 $411,291
M Inlets $204,000 $56,453 $40,928
M Outlets $516,000 $142,793 $103,525
N Park Improvements $14,493,791 $4,191,673 $146,150
o] Buildings Not applicable $2,586,804 $1,701,806
P Land Not applicable $15,761,115 $15,761,115
Totals $269,831,712 $127,881,268 $88,088,806
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Exhibit "B" Asset Value Totals

City of Rancho Palos Verdes

Current Original Current
Replacement Estimated Net Value
Cost Cost (thru 6/30/2001)
Roadways
Pavement $96,823,586 $64,456,537 $49,378,638
Sidewalk $14,162,683 $3,925,324 $956,217
Curb & Gutter $42,488,049 $3,828,446 $1,255,889
Traffic Signals $2,074,800 $889,913 $641,349
Medians $2,666,599 $738,432 $80,490
Sewer
Sewer $53,141,635 $14,705,907 $162,847
Manholes Sewer $15,934,000 $4,409,422 $367,452
Pump Stations $1,400,000 $729,206 $411,487
Abalone Cove Sewer $5,074,965 $5,074,965 $5,074,965
Storm Drain
Storm Drain $6,523,605 $5,186,590 $4,871,846
Catch Basins $2,010,000 $556,228 $403,265
Manholes SD $268,000 $74,164 $6,180
Culverts $2,050,000 $567,297 $411,291
Inlets $204,000 $56,453 $40,928
Outlets $516,000 $142,793 $103,525
Park Improvements $14,493,791 $4,191,673 $146,150
Buildings Not applicable $2,586,804 $1,701,806
Land Not applicable $15,761,115 $15,761,115
Totals $259,831,712 $127,881,268 $81,775,4
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