Building a
Strong Future
For PVE

Understanding the challenges and choices ahead

January 17, 2026 ‘ Presentation to:
Palos Verdes Breakfast Club




State of the City Overview

Share a clear picture of where
the City stands today

Discuss priorities and long -term
considerations for Palos Verdes
Estates

Hear directly from residents
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High Expectations for
Safety, Services, &
Infrastructure

Strong Property
Values and
Quality of Life



Core Services Residents Expect

Fast 911 Police and -
Emergency Fire Wildfire
Response Protection Prevention
Times and Weed

Abatement

a

Well -
maintained
streets, sewers,
& facilities



The
Financial
Reality

Expenses Outpacing Revenues

@ Total Revenues ($) @ Total Expenses ($)

A City revenues are not 30,000,000

keeping pace with costs /\//

A Structural deficit 20,000,000
exists today

10,000,000

A Expenses have risen
faster than inflation

N
A Reserves have been used I S S R U S
to bridge the gap &



Based On 2025 -26 Fiscal Year Adopted Budget

Where the Money Comes From Where the Money Goes

City Admin (Council, Community Development:

Attorney, Manager, 6.2%
Support):
14.8%

Transfers Out - CIP:

3.1%
Police:
30.3%
Pr_(l)_perty
f ax:
Conc8e.:§§/c|)ons. 53.1%
Fire:
26.7%

Fines, Other Revenues,
Licenses & Permits,
Charges for Services,
Interest & Rents:

1.4%

Public Works:

Other "I)'axes:
7% 18.8%

Pension costs are reflected within departmental operating budgets.
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Property Taxes Limited
are the Primary Business and
Source Sales Tax
Revenue
Parcel Tax Few
Currently Alternative
Funds a Revenue
Portion of Streams

Police Services




Property Tax Constraints

PVE funds fire services through its general revenues,
including its 11.3% share of the 1% property tax, while
other cities receive a separate fire district allocation.

Palos Verdes

Palos Verdes Peninsula Educational Rev. Library Dist.

Unified School District: . Maint.: Others:

Augmentation Fund:

0,
21.0% 75%

3.5% 4.9%
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THIS NOTENS LEGAL TENDER
FOR ALL DEBTS PUBLIC AND PRIVATE
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Communit

District:

City of Palos Los Angeles County: Educational Aug. LA City Community
Verdes Estates: 0s ngsese;/ ounty: Fund Impound: College District:
11.3% e 15.5% 3.1%

Proposition 13

limits growth

City receives about
11% of each property
tax dollar

Neighboring cities
receive more through
different structures




Property Tax Dollar

Allocation
Palos Verdes Estates: 11.3% Rolling Hills: 23%
Share of 1% Property Tax Share of 1% Property Tax (approx. 6%)
Plus $7M General Fund for LA Plus no additional cost for Fire
County Fire Contract Service (equivalent to 17%)
Rancho Palos Verdes: 23% Rolling Hills Estates: 23%
Share of 1% Property Tax (approx. 6%) Share of 1% Property Tax (approx. 6%)
Plus no additional cost for Fire Plus no additional cost for Fire
Service (equivalent to 17%) Service (equivalent to 17%)

In cities with fire districts, about 17% of the 1% property tax goes directly to fire services.
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Current Measure £

Voter - Approved
Parcel Tax

Funds a Portion of
Police Services

Generates Approximately
$5.1M Annually

Scheduled to Expire in
FY 2026-27

Measure E collections continue throudhY 202671 27, with final tax bills issuedNovember 2026 and February 2027 .



Financial Pressures Exist - With or Without Measure E

Expenses
outpace
revenues

A

/N

Structural
deficit grows
over time

Expiration
significantly
worsens outlook Continues to Grow

Deferred
Maintenance




Rising Cost Pressures

Contracts Rising
Above Inflation

Job Market Increasingly
Competitive

Technology Systems
Lagging Behind

Pension Obligations




Pension Obligations

Where We Are Today

A Unfunded pension liability (UAL): ~$20 million

A Pension debt has increased by several million dollars

A Annual CalPERS payment requirements have risen
significantly despite one -time payments

What Has Changed (Over the Past 7 Years)

A Minimum UAL payments increased from ~$800K to
~$2.0M annually

A Increase represents ~$1.2M per year no longer
available for City services

This is not unique to PVE and is a statewide problem.



What It Takes to Get This Under Control

What Minimum Payments Do
A Meet required CalPERS obligations
A Do not materially reduce pension debt

=
What Stabilization Requires Z BUDGET IMPACT:
A Required annual CalPERS payment:; ~$2.0M ~ Over $3 million per year needed in
A Additional annual payment needed: ~$1.3M annual budget to achieve 90% funded
A Total ongoing CalPERS cost in the regular ratio.
budget: $3.0M+ per year K

Long - Term Reality

A Higher payments required until funded ratios
exceed 90%

A Pension costs continue to pressure the General
Fund until then




Capital Needs

Storm Drains,

Sewer Trails, Trees,
Systems, oL Open Space
Deferred Road ca> Maintenance
. Maintenance
Maintenance
Increases

Future Costs

City
Faclilities




Public Safety Investments

Maintaining
Police Staffing
Levels

Preserving Fast
Emergency
Response Times

Fire Mitigation
And Weed
Management

Emergency
Preparedness
And Readiness




How the City Is Operating Today

' ‘ : Deferred Used reserves
Reduced City ) bal
Workforce Repairs and to balance
Maintenance the budget

Reduced ? Use of one -time
Contractual '7 grants/ARPA
Expenditures (not sustainable)

These actions have helped manage short -term gaps but do not resolve long  -term structural costs.



Staffing Is the Backbone of Service

@ Approved FTE @ Vacancies

20

FTE totals exclude PW summer
intern positions, which are funded
for a limited 2—-3 month period and
are not ongoing staffing resources.

10

70
63.2
60.7
60
546 546 549 546 546 551 545 545

4 Current Openings in PVEPD

50 3 Current Openings in Admin
40
30

30.5 in PVEPD
17 in Admin

0

16-17 17-18 18-19 19-20 20-21 21-22 22-23 23-24 24-25 25-26

Approved staffing levels are lower than FY 2016  &¢17 and have remained reduced for multiple years.



What These Changes Look Like in Practice

Police Department

Positions Eliminated or Restructured through two studies:
2 Officers

1 Sergeant

1 Custodian of Records/Executive Assistant to the Chief
2 Service Officers

1 Parttime Volunteer Coordinator

1 Full-time Parking Enforcement Officer (replaced with 2 part -time police service aides)
Reduction in Corporal positions from 4 to 2

1 K-9 position

1 Assignment in Professional Standards

Too Joo Too Too oo oo T To o

Public Works & Maintenance:

A Streets & Parks staffing largely unchanged since 2017
A 1 mechanic position eliminated prior to 2015

A Tree maintenance services underfunded

These adjustments helped manage short  -term gaps, but they cannot offset rising fixed costs or long -term obligations.



An Example of Budget Trade -offs

What Changed
A Funding reductions to the tree maintenance contract

What Happened
A Proactive maintenance was deferred
A Emergency tree removals and hazard responses increased

Why It Matters
A Emergency work is more urgent, more disruptive, and more expensive
A Deferral is not a sustainable long -term approach

Council Action
A Funding returned to prior levels to support safety  -related work




What Happens If Nothing Changes

Public safety
staffing and
response times
come under
pressure (police,
fire, and
emergency
services make up
nearly 60% of the
General Fund)

<<%

Critical
infrastructure
repairs continue
to be deferred
(roads, storm
drains, sewers,
City facilities)

Reserves are
increasingly
used to cover
operating
shortfalls
reducing
flexibility for
emergencies,
wildfires, or
disasters

a

Long -term
financial
instability
increases risk to
services residents
rely on, including
wildfire
mitigation and
neighborhood
upkeep



Community Priorities
From Surveys & Input

A Reducing fire risk by managing brush and weeds

A Maintaining fire protection services

A Helping prevent thefts and home burglaries

A Requiring all funds used locally
AsglUiFugUGFGFt YuUOY: GuAoLjYTd
A Maintaining 911 response times

A Maintaining public safety

A Preparing for wildfires




Current Process & Role of the City

Signatures have been City staff and Council

A citizen -led initiative Is submitted and are under are limited to sharing
underway review by the LA County facts, data, and
Registrar -Recorder financial impacts

By law, the City Residents will determine
cannot advocate for passage of the Measure
or against that effort at the ballot box




Continued
Public
Engagement

What Comes
Next

Refining
Long -Term
Financial
Planning

Evaluating
Sustainable
Options

Listening to
Community
Feedback




Approximated Changes in Operational Costs Since 2018

Cost Driver 2017-18 2025-26
Police Department $8.2M
Fire Contract $7.2M
CalPERS Payment $1.8M
Landscape Maintenance $1.4M
Fire Safety Weed Abatement $767K

TOTAL $19.37M



+$6.3M

+ Existing Revenue About to Expire: $5.1M

+ Pension Payment Proposal: $1.5M

+ Other Deferred Maintenance
and Unfunded Capital Projects: ~$30M

+$1.1M +$2.2M +$1.7M +$1.3M

Police Fire Landscape/ CalPERS

Department Contract Weed Abatement Costs



Thank You!

These Challenges are Real
They Are Not Theoretical

Addressing Them Requires
Honesty & Engagement

For more information, visit
PVEstates.org / FiscalOutlook



