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What Are Our City’s services?
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Public Safety

Laguna Beach: A Full-Service City
« Own police, fire, and marine safety departments
 Total annual calls for service: over 56,000

Police Department (PD)
* Responded to over 45,000 calls last year

Fire
* Respondedto over 11,000 calls last year
« 2/3"s of calls to LB FD are for medical emergencies

Marine Safety
* Nearly 7,000 ocean rescues by Marine Safety
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Public Safety

Crime Rates Down: -16.7% Felony arrests, -10% in
misdemeanor arrests.

Calls for Service Up: Over 17,700 in the Summer 2025 (+12.4%

from 2024)

Citations Up: +41%, from 2,354 (2024) to 3,329 (2025)
Parking Citations: +18.5% ($8,700.00 on one day in 2026)

Category 2023 2024 2025 % Change (2024-25)
All Calls for Service 13,795 15,820 17,781 +12.4%
Citations 1,859 2,354 3,329 +41.4%
Parking Citations 8,159 7,197 8,526 +18.5%
Felony Arrests 72 78 65 -16.7%
Misdemeanor Arrests 269 299 269 -10%
Reports 906 1,031 1,169 +13.4%
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Public Safety

Laguna Beach Fire:
e Callsfor Service: Up 10% from 2019
* 2024 Standards of Cover Report Recommendations:
 City added 3 new firefighters

Marine Safety Highlights
* Beach Visitors Protected: Over 6,000,000 annually
 Coastline Covered: 7.5 miles
* Calls for Service:

Category 2023 2024 2025 % Change (2024-25)
Rescues 6,613 9,618 10,329 +7.4%
Medical Aids 5,991 6,741 5,617 -16.7%
Ordinance Advisement 157,957 150,569 118,096 -21.6%
Preventative Actions 349,876 432,518 390,133 -9.8%
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Public Works
* Beach Grooming: 100-150% increase in frequency
 Trash Bins: South Laguna increased 62%
* Trash Collection: Tripled (once daily — 3 x per day)
* Pressure Washing: Double (2-4 times weekly)

Service Area Summer Frequency Off-Season Frequency % Increase / Notes
Main Beach Grooming 4-5 times per week | 2 times per week 100-150% increase
Day Porters (Downtown, Main, : : Doubled staffing
Heisler) 2 per shift 1 per shift per shift
el L (S 232 bins 143 bins +62% more bins
Laguna)

Trash Collection Frequency 3 times per day Once daily Tripled frequency
Sidewalk Pressure Washing . :

(Do) 4 times per week Twice per week Doubled frequency
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Powerlines and Public Safety

The City's Efforts in Undergrounding Utility Lines

* When residents seek to form an assessment district to underground utilities, City

contributes 10-20% of the total cost —was approximately $2.7M for Woods Cove and
$1.4M for West Street

* The City remains committed to identifying projects that underground utility lines -
helps:

* Reduce wildfire risks

* Avoid impacts to evacuation routes

* Improve service reliability (less PSPSs)
* Improve neighborhood aesthetics
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Investment in Wildfire Mitigation
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Investment in Wildfire Mitigation

« $3.9M invested in 2025 for Wildfire Mitigation and Fire Safety

* Funding supports:
* Expansion (2 zones left to construct) and maintenance of 27 Fuel

Modification Zones (over 480 acres maintained)

* Undergrounding utility lines along key evacuation routes to reduce fire risk
and keep roads open

* Public safety technology upgrades, including Al fire-detection cameras
and improved communications

 Evacuation and alert system enhancements, including Outdoor Warning
System upgrades and route planning
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Investment in Wildfire Mitigation

Why This Matters

* Most of the city lies within a Medium, High, or Very High Fire Hazard
Severity Zone

* Recentincidents (Emerald Fire 2022, Rancho Fire 2025) reinforce the need
for ongoing investment.

* Wildfire mitigation protects lives, homes, evacuation routes, and critical
infrastructure
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What is Our City’s Infrastructure?

/K City Buildings Parks
17 Parks/47 Acres

Fire Stations
3 Community Centers

4 Stations . n n ﬂ |

@ B h
Police Station @ E Trolleys % eaches
Streets & Roads Sewer & Wastewater I | ——= .
93 Miles 95 Miles of sewerline 4COp Public Works
1,261 Streetlights 26 lift stations Yard
78 Miles of Storm Drain —
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Laguna Beach’s buildings — fire stations, police headquarters, the library, recreation centers, arts spaces — are
aging and no longer meet today’s safety standards.

The City’s Facilities Master Plan Calls for:

$314 million (over time) to maintain buildings we already have (seismic, roofs, HVAC, ADA, safety); or

$186 - $440 million to modernize or replace key facilities like Fire Station 1, the Police Department,
LB / OCPL Branch Library, Community & Recreation Center, and Lang Park

Why This Matters for Residents

Upgraded fire, police, and marine safety facilities = quicker and more assured emergency response
Improved, more-user friendly library (less need to access other cities’ libraries)

Safer, more accessible community centers and parks

Less catastrophic damage in the event of earthquakes
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Local Programs

Fire Station #4 Replacement

* Moving forward on first new Fire Station in 55 Years
(South Laguna).

* Improved emergency response times, stronger

operational capacity, and better wildfire readiness.

* Expected to be completed in 2027

Branch Library Upgrade

* Abouta $6-7M project

* New stacks, seismic safety, upgraded
restrooms, teen areas, more

* Under design now.

* Willnot add another story to the
building.
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FY 2026-27 Proposed Budget

* Projected Balanced Budget:

 The FY 2026-27 Proposed Budget is projected to be balanced, with:
* 20% Contingency Reserve
* 7.3% disaster contingency reserve

* Our Prioritization:
e Staying in balance, not impacting reserves
* Public Safety (Police, Fire/EMS, Marine Safety)
» Stewardship / Protection against adverse visitor impacts

* Economic Uncertainty Strategy:

* Conservatively estimated revenues
* 8 FT positions eliminated, 1 FT added from ending 2 PT (LBPD Jail)
* Reduced contracts, some maintenance and operations, capital outlay




FY 2026-27 Proposed Budget

* Budget accommodates factors outside of our control

* Hotels in transition:
* Two recently back open after months of downtime, Hotel Laguna still closed
e Others (1 for certain) will be closed for up to 2 FYs

* Approaching the peak of PERS costs following Discount Rate reduction
* Slow economy, relatively high inflation risk (3.8% today)

» Wildfire Mitigation and Fire Safety:
* Another $2.2M towards the WM&FS Plan this year (S4M last year)
e Atleast 1 new FMZ in 26-27, plus ongoing maintenance of all zones

* Buttress the Insurance Reserve
» Another $3.5M allocated — one time




FY 2026-27 Proposed Budget

Reserves
General Fund Disaster Contingency
20% GF 7.3% GF
* To maintain services (or * For the repair of public facilities
enable a slower ramp-down) and emergency protection of lives
during a significant economic and private property during a
change or other event. disaster

* Equal to 7.3% of General Fund
expenditures




General Fund Revenues by Type

Revenues by Type

Other
14.14%

Charges for Services
10.67%

Property Tax

Transient Occupancy Tax 58.04%

10.23%

Sales Tax

6.92%




General Fund Expenditures by
Department

Expenditures by Department

Police
All Other Departments 26.30%

26.71%

Community
Development
10.31%

Fire
21.85%

Public Works
14.83%




Short-Term Concerns:
Recession Indicators

 Concern:
* [ran conflict & its impact on oil supply and prices

* Oil prices impact purchases of goods / services / capital
* Inflation running at 3.8% annually in April 2026 — highest in 3 years

* Possible downturn in vacationers, restaurant use, hotel use.
e Canadian travelers down 9% more from last year’s 17% drop (OC Register)

» Strategy:
* Have a balanced budget, fully fund reserves




Medium-Term Concerns:
Cal-PERS

e Concern:

* Cal-PERS “smoothed” rate of return impacts to the City are approaching a peak for the next
4-5 FYs.

* Increases our costs by about $2-2.5M annually over FY26 ($2M increase in FY27)
« Somewhat market-dependent, although less so with PERS’ lower Discount Rate

* Strategy:

* Simple —we have to fund it. Butimpact has a horizon

* Future:
* Should have less and less of an impact on the Budget — hopefully.
 PEPRA continues to help solve pension problems in Laguna, elsewhere.
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Medium-Term Concerns:
South Laguna Fund

* Concern:
* South Laguna Fund expenses significant, but...
* Tough costs to reduce — Marine Safety, Maintenance, Security

e Strategy:
* Add more paid parking at reasonable rates along Coast Highway
* Don’t do a complex re-do Aliso Beach Parking lot at this time.
* Consider additional parking enforcement / tow zones focused on S Laguna

* Future:
* See how paid parking works out, timing / approval of Aliso Estuary
* Fold S Laguna operations into City GF Expenses as soon as practicable




Longer Term Concerns

* Laguna remains a hard place to work, less competitive for:
* Police (Newport, Irvine, Anaheim are top competitors)
e Community Development (almost anywhere else is easier, less stressful)
* HR, Finance (same as CDD)

* Transit subsidy from Parking Fund will eat up more and more of the Fund
* Costs of insurance on a steady climb

* Visitor impacts will only get more intense

* Old infrastructure will cost more to repair than to replace over time.




What We’re Proposing

* A budget that, when all traditional general fund sources are considered, is balanced.
* With 8 positions frozen or removed
 After inflation, reduces about $4 million from departmental requests
* Does not draw from reserves, meets 20% threshold — prepares for possible recession
* Does not cut core safety programs (PD, Fire, Marine Safety)

e But ... usesthe CIP fund for:
* Alesser amount of CIP projects (almost all backlog projects)
* Restoration of $3.5M to the Insurance Fund (a fund transfer)
* Purchase of 1-time things - like $2M over 2 years for new 800 Mhz Radios to replace (some)

* And ... uses the Parking Fund for:
* Possible smaller Transit operations - TBD
* Lower level of Capital Project investment




Unfunded Maintenance and Projects

* Construction of last (?) FMZ (Hobo Canyon)

* Optimal level of capital investment so as to not fall behind (streets, sidewalks, beach stairs,
etc)

* Expansion / continuation of robust visitor-impact responses — Park Rangers, Parking
Enforcement, Public Works clean-up efforts.

* Long-term costs of Marine Safety Department
* Projects identified in the Facilities Master Plan (over $300M)
* Critical facilities (e.g., replacement of Fire Stations 1, 2 and 3)

* Meeting State Affordable Housing Mandates if we’re asked to assist Affordable Housing
projects.

* Purchase of parcels for open space when they become available
* Economic development initiatives to reduce vacancies
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Looking Ahead

* Important Fiscal Decisions include, but not limited to:
* Maintain or direct the entitlement/sale of Community and Recreation Center
* Undergrounding the remainder of the city w/resident participation

* Undergrounding Laguna Canyon Road with SCE / TUG program (would not fund the
Communications lines — that could be City expense)

* To meet these and other capital needs, whether to ask the voters to consider a

revenue measure.




Next Steps for the Proposed
Budget

* Provide the City Manager feedback on the proposed budget

e Community Workshops (2) — Tonight, 1-2 others

* June 23, 2026, Agenda:

* Approve the Budget with any changes
e Approve the City’s GANN Limit for next year
e Reaffirm Funding Resolution

» Set salary and exceptional performance pay for:
e City Clerk
* City Treasurer




We’re not alone in this...

Orange City Council weighs next year’s budget and ideas for revenue

Councilmembers floated the idea of a sales tax, adopting a charter and more to alleviate its pervasive budget issues.

B NEWS: SANTA ANA

W FULLERTON Santa Ana Faces $19 Million

How Cooked is Fullerton’s vBudget Deficit if Cuts Aren’t Made
Budget? s PYDHOSE
RMBLL "™ QOO0 = 0 oo

Mar 20, 2026  [T] Why you can trust Volce of OC

Irvine Wrestles With Budget Shortfall

o Amid Questions on Future Stability
It Mighi COSt More to Run a m i;uim?t?fwiawnvvmromnmvmnmm e o ° O o = e
Business and Get a Hotel Room in | -

Costa Mesa
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Possible Revenue Proposals

City is Considering Proposals for Potential Sales Tax or Transient Occupancy Tax.

Any funds from voter approved levies would be locally controlled revenues sources to
continue to support City Services, including:

* Police, fire, marine safety operations (and facilities)

* Keeping public areas safe and clean,

* Maintaining sidewalks, streets and roads, sidewalks, crosswalks
* Fire Mitigation and Fuel Modification Zones

And any services and infrastructure maintained by the General Fund.
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Transient Occupancy Tax




Transient Occupancy Tax

The Transient Occupancy Tax (TOT) is applied only to individuals, normally
visitors and tourists to our City, staying in Laguna Beach hotels. It is used to
help fund local services that visitors use when staying in the City.

The TOT is not paid by any local hotel operator, but solely by guests staying
at hotels located within Laguna Beach, who are normally visitors and not
residents.

Short Term Rentals (e.g. AirBnB/VRBO/etc) also collect TOT.
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How Does Laguna Beach’s TOT Rate Compare to
Other Orange County Cities?

0% La Habra, Rancho Santa Margarita, Villa Park
8% Costa Mesa, Irvine, La Palma, Laguna Hills, Los Alamitos, Mission Viejo, Westminster
9% Fountain Valley

Aliso Viejo, Brea, Cypress, Dana Point, Fullerton, Huntington Beach, Laguna Niguel, Laguna
10% Woods, Lake Forest, Newport Beach, Orange, Placentia, San Clemente, San Juan
Capistrano, Yorba Linda

11% Santa Ana

12% Buena Park, Seal Beach, Stanton, Laguna Beach (not including 2% TMD)
13% Tustin

15% Anaheim (not including 2% TMD), Garden Grove

For Information Purposes Only




Transient Occupancy Tax

The City is considering a measure that would increase the TOT rate by 2%, update what is subject to
TOT, possibly apply a different rate to STLs

This would be a locally-controlled general tax, with all funds deposited into the City’s General Fund.

Generate $3 million - all revenue would be kept local.

TOT revenues would be paid by hotel, short-term rental and other lodging facility guests, not by
Laguna Beach residents who are not typically staying in such lodging facilities.

City voters would have to approve the proposal via a November Ballot Measure.
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Sales Tax
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~ The City Only Keeps a Portion of the
& Property and Sales Taxes Collected




Current Sales Tax Rate

Current Sales Tax Rate: 7.75%

OTE

:

0.75%

STATE OF CALIFORNIA: 6%
COUNTY AGENCIES
CITY OF LAGUNA BEACH: 1%
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Over 55% percent of the sales tax dollars
received by Laguna Beach are paid by
E  tourists and visitors.

*Based on Bradley Burns Share of City Tax
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How Does Laguna Beach Compare to Neighboring Cities

oy

Seal Beach
Fountain Valley
Aliso Viejo

Costa Mesa

Dana Point
Huntington Beach
Irvine

Laguna Beach

Newport Beach

9.25%
8.75%
7.75%
7.75%
7.75%
7.75%
7.75%
7.75%
7.75%
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How Does Laguna Beach Compare to Coastal/Destination Cities?

oy

Santa Barbara
Carmel by the Sea
Monterey

Palm Springs
Palm Desert
Solvang

Pismo Beach
Dana Point
Laguna Beach

Newport Beach

9.25%
9.25%
9.25%
9.25%
8.75%
8.75%
8.25%
7.75%
7.75%
7.75%
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Potential Sales Tax Rate

Potential New Sales Tax Rate: 8.75%

o B
o LN

STATE OF CALIFORNIA:
COUNTY AGENCIES: 0.7

CITY OF LAGUNA BEACH: 2%
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Certain Items are Exempt from Sales Tax

* Most Groceries

* Prescriptions and Many Medical Supplies

* Rent

* Iltems Bought with CalFresh Assistance Benefits
* Services

e Utilities
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* |f approved by voters, it is estimated the tax would generate
approximately $7.8 million annually to support the City’s General Fund.

 Equalrates in similar cities such as Palm Desert or Solvang.

* This would be a locally-controlled general tax, with all funds deposited
into the City’s General Fund.

* All revenue would be kept local. By law it could not be taken by the
County, State or transferred to another agency.

* City voters would have to approve the proposal via a November 2026
Ballot Measure.
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Business License Tax Increase

* Move to a BLT that:
* |s more akin to a Gross Receipts Tax (1-5%)
* Applied to restaurants / bars as a business class category

* Could be implemented gradually (Year 1 = 1%, Year 3 = 3%, etc)

* Would apply to anyone (residents, visitors) purchasing at restaurants or
bars




BLT Impacts

* |f approved by voters, it is estimated the tax would generate
approximately $3 million (or more) annually to support the City’s
General Fund.

* This would be a locally-controlled general tax, with all funds deposited
into the City’s General Fund.

* All revenue would be kept local. By law it could not be taken by the
County, State or transferred to another agency.

* City voters would have to approve the proposal via a November 2026
Ballot Measure.

* Downside: Could make patrons less likely to dine here.
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What’s Next?

Community Feedback Process: through May 2026

No Measure Can Be Implemented Without:
1) Super Majority Vote of the City Council (4 of 5) to
Place Measure on Ballot

2) Majority (50+1) Approval of Laguna Beach
Voters
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