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Purpose
� Understand information in financial reports 

that have raised significant concerns

� Highlight recurring trends

� Engage City in a dialogue to effectively 
exchange ideas and information and reach 
conclusions

� Provide suggestions
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Agenda

� City Financial Position 

� Appropriations and Revenues

� Staffing and Pension

� Budget

� Next Steps and Discussion
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References and Sources
Sources of information:

� *2016AFR: History of Financials.  PVE’s FY2016 Annual Financial Report: 
http://www.pvestates.org/home/showdocument?id=3184

� *16/18 Budget: Future Financial plans.  FY16-18 Adopted Budget:
http://www.pvestates.org/home/showdocument?id=3184

� *2017 Dollars and Cents:  Feb 2017 Essay by City Mgr of the cost of 
maintaining city services. 
http://www.pvestates.org/home/showdocument?id=3184

*These are PVE’s most current financial reports; all are Pre-
Measure D
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City Financial Position 

Net Position:  

– “The statement of net position presents information on all of the City 
of Palos Verdes Estates’ assets and liabilities, with the difference 
between the two reported as net position.  Over time, increases or 
decreases in net position may serve as a useful indicator of whether the 
financial position of the City of Palos Verdes Estates is improving or 
deteriorating.”

• Net Position reduced by $14.5M since 2010

• What is driving these trends?  Is this sustainable?

Net Position has deteriorated $14.5M since 2010– BEFORE “D” 5PVrrg.org

Source: 2016AFR page 6

Source: 2016AFR page 
99



City Financial Position 
In 2015, Gov accounting practices (GASB68) required pension liabilities be 
increased by $10.1M.   This is in addition to the $14.5M change.

Net Position has deteriorated $14.5M since 2010.   
Also, there was a $10.1M GASB68 liability realized in 2015.

Net Position Source: FY16AFR page 98: includes both $14.5M and $10.1M: totals to $24.6M
Change in Net Position Source: FY16AFR page 99: includes the $14.5M only.

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Net	position 88213 88344 88506 87668 86669 82232 79968 77458 64526 61476
Change	in	Net	Position 6,932 131 476 (917) (999) (1,987) (2,264) (2,510) (2,783) (3,050)

2010-2016	Change		-$14.5M
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City Financial Position 

Capital Assets net of Depreciation declining  

Net Capital assets deteriorated $16.5M in the last 10 Yrs

2007-2016	Change	-$16.5M
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Capital	assets	net	of	dep 61847 60831 59719 56687 54677 53240 51728 48675 46006 45358

Source: 2016AFR page 98
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City Financial Position 

Total funds reduced $4.4M since 2010

Source: FY16AFR page 100

What is causing reduced funds? 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Total	Fund	Balance 27,690 26,170 27,626 27,970 27,631 26,813 26,292 26,166 25,355 23,237
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City Financial Position 
Feb 28, 2017 Council meeting: 
Staff presents the health PVE’s Financials to the public using General Fund in 
these graphs
• General Fund increasing over 10 years ($4.5M)
• General Fund Revenues exceed Expenses each year (except 2016 -$29K)

Source: 2/28/17 Council presentation by Staff
http://www.pvestates.org/home/showdocument?id=3383

General Fund does not provide the complete financial picture 9PVrrg.org



City Financial Position 
Now compare to the financial report:  
• Expenses exceeded revenues in 2016 by $2.1M
• Total Funds reduced by $2.1M

Is the public aware ?

Source: FY16AFR page 22 & 
23
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City Financial Position 
Now let’s look at this over time, using PVE’s Financial report:
• General Fund increased  
• While Total Gov funds decreased
• While Net Position decreased – year over year

General Fund does not provide the complete financial picture
Source: FY16AFR page 98 & 100
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Appropriations and Revenues

• Total Gov Expenses exceeding Total Revenues for over 7 years

• Strong correlation of increased spending as revenues increase last 3 years

What caused accelerated expense increases since 2014?

Source: FY16AFR page 99
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Appropriations and Revenues

• Public Safety (Police & Fire) up 36.9% 
in 10 years, with 10.3% increase in 
2016

• Large increases in Pub Works and 
*Parks & Recreation – what is driving 
this?

• *Gen Gov nearly doubled in 2 years. 
Why? 

*2016AFR pg 116 shows no productivity 
measured from these departments

Gov Activities spending rising – trend unfavorable 13PVrrg.org

Aggregate costs increasing

Source: FY16AFR page 99



Sources: 2016AFR pg 115 and FY16/18  Budget page 88

Staffing and Pension
• Increased City headcount by 8 since 2013
• Dollars and Cents document by CM says new hires costing “$944k 

offset by some contract savings”.   Where is the savings?  
• Hiring decisions should consider burden cost:  Pensions, Healthcare, 

Worker’s Comp Ins, & Salary Adjustments

Headcount flat 
for 7+ yrs! 

Unclear where staffing increases offset by contractor savings 14PVrrg.org

Sources: 2016AFR
pg 115 and pg 13 

(FY2017)



Staffing and Pension

• In March 2017, Council discussed a liability incurred 
by PVE when CalPERS changed discount rate

• Council also commented that further reductions in 
discount rate are expected 

• “By FY 2018/19, CalPERS cost increases are likely 
to double”

Are all existing liabilities realized and future expectations planned? 15PVrrg.org

Source: City Mgr’s Dollars and Cents doc  pg 3



Budget
Prior to Measure D:

� Total funds were projected to decrease by $5M in the next 2 years

� Reserves, a subset of funds, are planned to be reduced while expenses are 
increasing.   Why? 

Source: FY16/18 Adopted Budget  Page iv

BUDGET: Before “D”: planned to reduce reserves and funds 16PVrrg.org

Source: FY16/18 Adopted Budget  Page v



Budget
Notable: 

• PVE population has been flat for last 10 years

• PVE income has been flat; after adjustment for 
CPI increases

• Many residents on fixed incomes

Source: See charts & sources on backup pages at end of presentation from 2016AFR and Wikipedia 

Consider demographics in taxation/budget decisions 17PVrrg.org



Next Steps and Discussion

Suggestions

• Increase community engagement

• Utilize Community expertise

• Provide transparency of financial docs to all residents

• Plan ahead and avoid surprises: Create 5-10 year 
projections
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Next Steps and Discussion

Suggestions:

• Investigate what can be done to reduce costs in 
overall city functions

• Improve key performance indicators – to 
measure productivity and accountability

• Improve Council oversight of major decisions
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Next Steps and Discussion

Next Steps for PVrrg:

• We will continue to research
• We will publish and share our findings
• We will continue as an independent voice for the 

community
• We plan to make our information available to you so you 

can leverage

How can we help you?
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Next Steps and Discussion

Thoughts?
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Back-up
Budget / Demographics:

Source: Wikipedia: City of Palos Verdes 
EstatesSource: FY16AFR page 113
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