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March 30 , 2026 
 
Mayor and Members of City Council: 
 
Staff is pleased to submit for your review the Fiscal Health Report, which presents the results of 
operations for Fiscal Year (FY) 2024-25. The purpose of this report is to provide the City Council, 
staff, and the public with a comprehensive view of the City's financial condition over time, ensuring 
its continued fiscal health. 
 

The Fiscal Health Report serves as a financial monitoring system that evaluates various key factors 
and compares results over time. This system is modeled on monitoring frameworks established by 
the International City/County Management Association (ICMA) and the Government Finance 
Officers Association (GFOA) of the United States and Canada, incorporating selected relevant 
factors tailored to the City of Rolling Hills Estates. 
 
How the System Works 
 
For ease of interpretation, trends are color-coded as follows: green for favorable, blue for 
favorable/stable, yellow for stable, orange for unfavorable/stable, and red for unfavorable. A 
summary of all factors is provided on page 4. 
 
Several factors utilize population data as a component in their formulas to assess whether revenues 
and expenditures are aligned with population growth, which may impact service demands. The 
City's population increased slightly to 8,545 in FY 2024-25, up from 8,028 in FY 2015-16, with a ten-
year average population of 8,242. The per capita formula remains a valid metric for analyzing 
financial trends. Interpreting financial trends requires assessing factors in relation to each other. 
For example, an unfavorable trend in expenditures coupled with a favorable trend in revenues may 
not be cause for immediate concern. Conversely, stable or declining revenues alongside increasing 
expenditures could indicate potential fiscal challenges.
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Highlights 
 
Over the past ten years, Sales Tax and Property Tax have remained the City's largest revenue 
sources. Sales Tax revenue for FY 2023-24 increased over the prior year and has shown a modest 
upward trend in recent years. With the conclusion of the "Triple Flip" in FY 2015-16, conservative 
projections for FY 2025-26 anticipate sales tax revenue to remain flat compared to FY 2024-25. 
Property Tax continues to be the City's largest individual revenue source. In FY 2024-25, property 
tax revenue increased by $135,872 (3.1%) over the previous fiscal year. The 2025 assessment 
valuations reflected a 3.6% increase, with a net value of $4.84 billion, following a 6.0% increase in 
2024. Property values in the City remain strong, driven by high demand. 
 
Building permit revenues have returned to normal levels following several years of 
extraordinarily high revenues. The Council has adopted a policy directing these extraordinary 
revenues toward reserves and one-time expenditures. General Fund operating expenditures 
increased by $1,168,326, reflecting modest growth across various General Government 
functions, including public safety, public works, community development, and community 
services. Per capita General Fund expenditures remained lower than per capita revenues, 
indicating a strong economic position. However, expenditures continue to be closely monitored. 
 
Public safety remains a top priority, accounting for $2,970,929, making it the second-largest 
category of operating expenditures. The City, in partnership with Rolling Hills and Rancho Palos 
Verdes, contracts with the Los Angeles County Sheriff’s Department for police protection and 
investigative services. Rolling Hills Estates' share of the regional cost is 28%, calculated using an 
incident-based formula. 
 
The results of the FY 2024-25 financial audit affirm that the City continues to maintain strong fiscal 
performance through prudent financial planning and vigilant budget oversight. These efforts 
ensure the City's long-term financial sustainability and its ability to meet service demands 
efficiently. 
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Factor Summary Sheet 
 

 

Factor 
No. 

 
Factor 

FY 
21-22 

FY 
22-23 

FY 
23-24 

FY 
24-25 

1. Revenue per Capita     

2. Sales Tax per Capita     

3A. 
General Fund Operating Expenditures per 
Capita 

    

3B. Public Safety Expenditures per Capita     

3C. 
General Fund Revenues & Expenditures 
per Capita 

    

4A. Fringe Benefits as Percent of Wages     

4B. 
Personnel Costs as Percent Total General 
Fund Operating Expenditures 

    

5. Operating Position     

6. Property Assessed Values     

7A. Property Taxes per Capita     

7B. 
Property Taxes as Percent of General Fund 
Revenue 

    

8. 
Building Permit Revenues and Building 
Inspection Expenditures 

    

9. 
Capital Project Expenditures Compared to 
Total Expenditures 

    

10. 
General Fund Capital Project Expenditures 
per Capita 

    

 

 
LEGEND 

 
  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 
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Factor 1 - Revenue per Capita 
 

DESCRIPTION - This factor measures whether revenues are keeping pace with community 
growth. A municipality aims to maintain existing service levels using all revenue sources. The 
primary sources of General Fund revenue are sales tax, property taxes, and building permits. 

FY 2015-16 marks the beginning of an increase in building permit revenues, and FY 2021-22 
shows building permit revenues returning to conventional levels. In FY 2024-25, building permit 
revenues increased compared to the previous year, while the City’s population grew from 8,534 
to 8,545. 

This factor should be monitored closely alongside Factor 3A, which tracks operating expenditures 
per capita. 

 
 

 
FORMULA = (Total Operating Revenue/CPI) 

Population 
 
Warning Sign: Decreasing Operating Revenue Per Capita 
 
 

 

TREND: 

 FAVORABLE 
 

  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

    

    

    

    

 8  

              8  8                                 
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Factor 2 - Sales Tax per Capita 
 
DESCRIPTION - Since sales tax represents a substantial portion of General Fund revenue, it is 
reviewed annually in relation to the population of Rolling Hills Estates. A favorable trend occurs 
when sales tax increases relative to population growth. A decline in sales tax, without the loss of a 
major retailer or an economic downturn, may suggest the City is losing its share of retail activity. 
 
The City receives 1% of total sales tax collected, though the State Board of Equalization charges a 
1% administration fee. The drop in sales tax in FY 2015-16 was due to development in the 
commercial district, while the pandemic's impact is evident starting in FY 2019-20, with a rise in FY 
2020-21. Sales tax increased following business shutdowns, as online sales grew in the City. Overall, 
sales tax remains stable, with only a slight decrease due to population growth. 
 

 
 
 
FORMULA = (Sales Tax Revenue/CPI) 

Population 
Warning Sign: Decreasing Sales Tax and Increasing or Stable Population 
 

 

TREND: 

 STABLE 

 
  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

  

   

   

   

    

    

    

              8  8                                 
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Factor 3A – General Fund Operating 
Expenditures per Capita 

 
DESCRIPTION - This factor measures the cost per person of providing City services. Total General 
Fund operating expenditures increased by $1,168,326, or 12.36%, compared to the previous year. 
The per capita expenditures are displayed, showing trends over the past 10 years. 
 
 

 
 
 
FORMULA = (Total Gen. Fund Operating Expenditures/CPI) 

Population 
 
Warning Sign: Significantly Increasing Operating Expenditures Per Capita, Especially When Combined With a Stable 

or Unfavorable Trend in Factor 1 - Revenues Per Capita 
 
 

 

TREND: 

 FAVORABLE/STABLE 
 

  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

 

    

    

    

    

    

              8  8                                 
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Factor 3B - Public Safety Expenditures per Capita 
 

DESCRIPTION - Since Public Safety expenditures are one of the City’s highest costs and a top service 
priority, this item is examined separately. The City’s share of the regional policing cost is  8%. In FY 
2024-25, Public Safety expenditures totaled $2,970,929, an increase of $238,098 from FY 2023-24. 
The graph shows both actual expenditures and those adjusted for inflation and population growth. 
 
 

 
 
 
FORMULA = (Public Safety Expenditures/CPI) 

Population 
 
Warning Sign: Significantly Increasing Per Capita Expenditures 
 
 

 

TREND: 
 STABLE 

 
  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

    

    

    

    

    

    

    

    

    

    

    

              8  8                                 

           

                                     

CPI AD  ST D   AD  ST D
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Factor 3C - General Fund Revenues and 
Expenditures per Capita 

 

DESCRIPTION - This table combines Factors 1 and 4, visually displaying their relationship. The 
revenue increase is attributed to development projects and sales tax in the City. Expenditures 
decreased slightly due to a conservative budget and staff changes. Revenues remain robust, with 
the previously exceptional level of development activity returning to more typical levels, consistent 
with FY 2021–22. FY 2024–25 demonstrates a rise in project activity, reflecting a continuation of 
normalized trends. 
 

 
 
 
Warning Sign: Significantly Increasing Per Capita Expenditures (In Red) Combined With Stable Or Declining Per Capita 

Revenues (In Blue). 
 
 

 

TREND: 

 FAVORABLE/STABLE 

 

  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

 
  

    

    

    

    

    

 8  

              8  8                                 

           

                                      
                     

  V    S   P  DIT   S
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Factor 4A - Benefits Costs as a Percent of Total Wages 
 

DESCRIPTION - This factor reflects the impact of benefits costs on a municipality’s finances.  educed 
worker’s compensation insurance costs and full-time staff paying their share of CalPERS have helped 
stabilize benefits expenses. Additional CalPERS UAL lump sum payments and rate smoothing have 
further stabilized CalPERS costs. 
 
To manage overall personnel costs, the City has three retirement tiers in CalPERS, with two tiers for 
new hires. The final pension obligation bond payment, made in FY 2020-21, had a significant impact. 
 

 
 
 
FORMULA =     Total Benefits Costs 
 Total Wages 
 
Warning Sign: Unexpected Increasing Benefits Costs Compared To Total Wages 
 
 

 

TREND: 
 FAVORABLE 

 
  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

 %

  %

  %

  %

  %

  %

  %

              8  8                                 
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Factor 4B - Personnel Costs as Percent of Total 
General Fund Operating Expenditures 

 

DESCRIPTION - This factor measures the percentage of total operating expenditures spent on 
personnel costs, including wages, salaries, and benefits such as health insurance and pensions. It 
should be reviewed alongside Factor 4A (benefits). 
 
A stable percentage indicates a favorable trend, accounting for personnel changes. The downward 
trend reflects cost savings from staffing adjustments, benefits, and CalPERS payments. 
 
 

 
 
 

 

TREND: 
 FAVORABLE 

 
  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

  %

  %

  %

  %

              8  8                                 
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Factor 5 - Operating Position 
 

DESCRIPTION - This factor shows whether the City relies on fund balance to cover current 
operations. A 100% result indicates a break-even point, above 100% means an operating surplus, 
and below 100% signals a deficit. 
 
For FY 2024-25, the City maintained a healthy operating surplus. The graph illustrates increases in 
Public Safety expenditures and planning-related activities. 

 
 
 
FORMULA =        General Operating Revenues 

General Fund Operating Expenditures 
 
Warning Sign: Increasing Amount of General Fund Operating Deficits 
 
 

 

TREND: 

 FAVORABLE 

 

  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

8 %

   %

   %

   %

              8  8                                 
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Factor 6 - Property Assessed Values 
 

DESCRIPTION - This factor tracks the growth of assessed property values. While the City does not 
levy property taxes, it receives the maximum AB 1197 property tax revenue. Under the AB8 
apportionment formula, the City gets 6.69% of the countywide 1% property tax, based on its share 
of assessed, non-exempt property values. Future revenue growth depends on increases in the 
assessment roll. 
 
In FY 2021-22, the City's assessed value rose by 5.5%, but CPI surged to 8.6%, creating a noticeable 
dip. Despite this, property values continue to rise due to strong demand. Assessed values grew by 
6% in FY 2023-24 and 3.6% in FY 2024-25. 
 

 
 
FORMULA = (Current Year AV minus Last Year's AV/CPI) 

Last Year's AV 
 
Warning Sign: Decreasing Growth of Unadjusted Assessed Value below 0% 
 
 

 

TREND: 
 FAVORABLE 

 

  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

  %

  %

 %

 %

 %

 %

8%

  %

  %

              8  8                                 

           

                        

CPI AD  ST D   AD  ST D
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Factor 7A - Property Taxes per Capita 
 

DESCRIPTION - This factor measures the City's share of AB 1197 property taxes received from Los 
Angeles County. Since this share comes from the County’s fixed  .  % portion of the  % property 
tax, future changes depend solely on assessment roll adjustments. The City has no control over this 
revenue, as Los Angeles County levies the tax. 
 
Growth in assessed values (Factor 7) has led to higher property tax revenue. The increase in FY 2014-
15 reflects the end of the Triple Flip, with Property Tax in lieu of VLF Fees now included in total 
property tax revenues. The minor changes in FY 2020-21 and FY 2021-22 correspond to population 
growth. 
 

 
 
 
FORMULA = Property Tax Revenue  

Population 
 
Warning Sign: Decreasing Property Tax Revenue 
 
 

 

TREND: 

 FAVORABLE 

 
  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

    

    

    

    

    

    

    

    

    

    

    

              8  8                                 
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Factor 7B - Property Taxes as Percentage 
of General Fund Revenue 

 
DESCRIPTION - This factor measures the percentage of General Fund revenue derived from Property 
Taxes. Other revenue sources, such as spikes in building permits, can impact this percentage over 
time. Tracking this metric helps ensure financial stability, and it is expected to remain favorable in 
the future. In FY 2023-24, Property Tax revenue accounted for 42.9% of General Fund revenue, 
lowering to 36.4% in FY 2024-25 due to one-time ARPA revenues recognized in FY 2024-25. 
 
 

 
 
 
FORMULA =        Property Tax Revenue 
  Total General Fund Revenue 
 
Warning Sign: Decreasing Property Tax Revenue as Percent of Total Revenue without an offsetting revenue source 
 
 

 

TREND: 
 FAVORABLE 

 
  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

  %

  %

  %

  %

  %

  %

  %

              8  8                                 
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Factor 8 – Building Permit Revenues and 
Building Inspection Expenditures 

 

DESCRIPTION - This factor compares the City's revenue from plan check and building inspection fees 
(Account 3230) to related expenditures (Account 4510-437). Revenue and expenses fluctuate based 
on building activity each fiscal year. Two graphic displays illustrate this relationship—one by 
percentage and one by total dollars—while also reflecting private sector building trends over the 
past decade. FY 2021-22 marks a return to normal revenue levels. 
 

 
 
 
Warning Sign: Decreasing Building Permit Revenues When Compared To Increasing Building Permit Expenditures 
 
 
 
 
 

(Factor 12 is continued on the following page.) 
 
  

 %

   %

   %

   %

    %

              8  8                                 
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Building permit revenues have reached historic highs since FY 2015–16, fluctuating in response to 
development activity and broader economic growth trends. 
 

 
 
 
 

 

TREND: 

 FAVORABLE 
 

  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

  

    ,   

 8  ,   

  ,   ,   

  ,   ,   

  ,   ,   

  ,   ,   

  ,8  ,   

  ,   ,   

  ,   ,   

              8  8                                 
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Factor 9 – General Fund Capital Project Expenditures Compared 
To Total Fund Expenditures 

 

DESCRIPTION - This factor compares the City’s capital outlays in the  eneral Fund to total 
expenditures. These outlays are funded through prior fiscal years’ operating surpluses, avoiding 
debt, and keeping capital costs low. It visually illustrates the  eneral Fund’s fiscal health in 
supporting both capital projects and ongoing operations. 
 

 
 
 
Warning Sign: Decreasing Capital Expenditures When Compared To Increasing Total Expenditures 
 
 

 

TREND: 

 FAVORABLE/STABLE 
 

  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

  

  ,   ,   

  ,   ,   

  ,   ,   

 8,   ,   

   ,   ,   

   ,   ,   

   ,   ,   

              8  8                                 
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Factor 10 – General Fund Capital Project 
Expenditures per Capita 

 

DESCRIPTION - This factor evaluates the per capita spending on capital improvements over the past 
ten fiscal years. It visually represents the General Fund's capacity to support capital expenditures 
while maintaining current operating costs. 
 
In 2023-24, per capita capital project expenditures, adjusted for inflation, were $36.40, increasing 
to $106 in 2024-25. The spike in FY 2024-25 was driven by projects funded through the City’s use of 
A PA’s funding for storm drain repairs. 
 
 

 
 
 
Warning Sign: Decreasing Capital Expenditures Per Capita. 
 
 

 

TREND: 
 FAVORABLE 

 

  Favorable   Favorable/Stable   Stable   Unfavorable/Stable   Unfavorable 

 
  

  

   

 8 

    

              8  8                                 
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