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February 7, 2017 
 
 
 
 
 
To the Honorable Mayor, Members of the City Council 
and the Citizens of the City of Pasadena, California 
 
 
In accordance with Section 907.5 of the City Charter, the Department of Finance hereby submits the 
Comprehensive Annual Financial Report (CAFR) of the City of Pasadena, California (City) for the 
fiscal year ended June 30, 2016. This report has been prepared in accordance with Generally 
Accepted Accounting Principles (GAAP) as set forth in the pronouncements of the Governmental 
Accounting Standards Board (GASB).  GASB has the primary responsibility for determining 
accounting and financial reporting standards for state and local government entities.  
 
Responsibility for both the accuracy of the data and the completeness and fairness of the 
presentation, including all disclosures, rests with the management of the City.  It is believed that the 
data, as presented, is accurate in all material respects, and is presented in a manner designed to fairly 
set forth the financial position and results of operations of the City and its component units as 
measured by the financial activity of the various funds and includes all disclosures necessary to 
enable the reader to gain the maximum understanding of the City's financial affairs and evaluate its 
financial condition. 
 
The City Charter requires an audit of the financial statements of all accounts of the City by an 
independent certified public accountant.  Accordingly, this year's audit was undertaken by Lance, 
Soll & Lunghard, LLP, a firm of licensed certified public accountants.  The goal of the independent 
audit was to provide reasonable assurance that the financial statements of the City of Pasadena for 
the fiscal year ended June 30, 2016, fairly state the City’s financial position.  The independent audit 
involved examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements; assessing the accounting principles used and significant estimates made by management; 
and evaluating the overall financial statement presentation.  The independent auditor concluded 
based upon the audit, that there was a reasonable basis for rendering an unmodified opinion on the 
City of Pasadena’s financial statements for the fiscal year ended June 30, 2016 and that they are 
fairly presented in conformity with GAAP.  The independent auditor’s report is presented as the first 
component of the financial section of this report.  Additionally, under the current auditor contract, the 
City required the audit to include sampling from every fund and with a scope larger than is required 
by generally accepted auditing standards. 
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The independent audit of the financial statements of the City was part of a broader, federally 
mandated “Single Audit” designed to meet the special needs of federal grantor agencies. The 
standards governing Single Audit engagements require the independent auditor to report not only on 
the fair presentation of the financial statements, but also on internal controls and compliance with 
legal requirements, with emphasis on those involving the administration of federal awards. These 
reports are available in the City’s separately issued Single Audit Report. 
 
GASB requires that management provide a narrative introduction, overview, and analysis to 
accompany the basic financial statements in the form of a Management’s Discussion and Analysis 
(MD&A).  This letter of transmittal is designed to complement the MD&A and should be read in 
conjunction with it.  The City of Pasadena’s MD&A can be found immediately following the report 
of the independent auditor. 
 
GOVERNMENTAL STRUCTURE 
 
The City was incorporated in 1886 and became a charter City in 1901.  The City operates under the 
powers granted by the City Charter which dictates the responsibilities of the City Council and City 
Manager.  There are seven City Council members who are nominated and elected by district for 
overlapping four-year terms.  In addition, there is a citywide elected Mayor who also serves four 
years per term.   
 
The City Council is responsible for, among other things, setting policies, passing ordinances, 
adopting the budget, appointing committees and hiring the City's Manager, City Attorney/City 
Prosecutor, and City Clerk.  The City Manager is responsible for carrying out policies and ordinances 
of the City Council, appointing the heads of the City's departments, preparing and managing the 
budget, and overseeing the day-to-day operations of the City. 
 
The City covers an area of 23 square miles in the northwestern portion of the San Gabriel Valley and 
has a 2016 population of 141,023, according to the State Department of Finance.  The City is 
bounded on the west by the cities of Los Angeles, Glendale and La Cañada Flintridge, on the south 
by South Pasadena and San Marino, on the east by Arcadia and Sierra Madre, and on the north by the 
unincorporated community of Altadena. 
 
REPORTING ENTITY AND ITS SERVICES 
 
This report includes all funds of the City, as well as all of its component units.  Component units are 
legally separate entities for which the City is financially accountable.  Blended component units, 
although legally separate entities, are, in substance, part of the City's operations and are included in 
this CAFR as part of the City.  Accordingly, the Pasadena Public Financing Authority, Pasadena 
Parking Authority, the Pasadena Civic Improvement Corporation (PCIC), and the Pasadena Fire and 
Police Retirement System (FPRS) are reported as part of the City.  The Successor Agency to the 
Pasadena Community Development Commission is shown as a Private Purpose Trust Fund reported 
in the Fiduciary Fund Section.   Discretely presented component units are reported in a separate 
column in the combined financial statements to emphasize that they are legally separate from the 
City and to differentiate their financial position, results of operations and cash flows from those of 
the City.  The Rose Bowl Operating Company (RBOC), the Pasadena Center Operating Company 
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(PCOC), and the Pasadena Community Access Corporation (PCAC) are discretely presented 
component units.  Additionally, separate financial statements are available for all three discretely 
presented component units.  The City is a party to and designated administrator for two Joint Powers 
Authorities, the Foothill Air Support Team (FAST) and the Foothill Workforce Investment Board.   
These are accounted for in the City books, CAFR, and audited as part of the City’s audit. 
 
The City provides a full range of municipal services including: public safety (police and fire); street 
construction and maintenance, refuse collection, water, power, and sewer collection utilities, 
libraries, parks and recreation, planning and zoning, code enforcement, public health, affordable 
housing, career services and job training; and general administrative and support services. 
 
BUDGETARY CONTROLS 
 
The City adopts a comprehensive budget detailed by department and fund prior to the beginning of 
each fiscal year, July 1.  From the effective date of the budget, funds become appropriated to the 
departments and Component Units for the objects and purposes identified.  At any public meeting 
after the adoption of the budget, the City Council may amend or supplement the budget by a motion 
adopted by the affirmative vote of at least five members of the City Council.  The accounts of the 
City are maintained by line item detail or object of expenditure.  The legal level of budgetary control 
(the level at which management may not reassign resources or over spend appropriations) is at the 
departmental level within each fund.  Revenues are estimated annually and monitored on an ongoing 
basis to ensure there are adequate resources to cover expenditures.   
 
FACTORS AFFECTING FINANCIAL CONDITION 
 
The information presented in the financial statements is perhaps best understood when it is 
considered from the broader perspective of the current environment within which the City of 
Pasadena operates. 
 
The Current Economic Climate 
 
As the City of Pasadena closes fiscal year 2016 it does so against a national economic backdrop of 
slow but steady growth. While the U.S. economy grew faster than other developed nations in 2015, 
the actual rate of growth as measured by the Gross Domestic Product was barely 2%. Expectations 
for growth throughout the balance of 2016 and 2017 remain in the low 2% range. 
 
The U.S. economy continues to add jobs, as the unemployment rate has held steady at or below 5% 
for the six month period ending March 31, 2016 according to the Bureau of Labor Statistics. As of 
April, California’s unemployment rate stood at 5.4%. 
 
On January 7th 2016 the Governor released his proposed budget for California’s 2017 fiscal year. On 
a positive note the budget message referenced the state’s seven straight years of recovery and capital 
gains tax revenues reaching an all-time high. However, the message was tempered by the 
acknowledgment that economic recoveries have tended to last only five years and capital gains tax 
revenues remain a very unpredictable source which falls precipitously during down economic times. 
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The Governor has continued to press the Legislature to resist significant new spending initiatives and 
instead fund the state’s Rainy Day Fund. The constitutional target level for the Fund is 10% of 
General Fund revenues; however, currently it stands at only 37% of that target. The Governor’s 
proposed budget would bring it to 65% of target, or $11.5 billion. Once the Fund reaches the full 
10% of revenues target, roughly $17 billion in today’s dollars, its ability to offset impacts of a 
recession will be limited at best. Based on models developed by the State Department of Finance, a 
recession of average magnitude occurring in fiscal year 2017 would result in revenues losses to the 
State of $55 billion. 
 
Historically, when the State has suffered, it has balanced its budget at the expense of local 
governments. While it is believed that all possible vehicles for further raids on local revenues have 
either been exhausted, such as the elimination of redevelopment, or walled off constitutionally, 
should the State find itself in financial peril again, Pasadena and other local agencies may once again 
be threatened by some yet unknown state action. 
 
Pasadena’s local economy continues to perform well. The local unemployment rate stood at 4.9% 
through March 2016, better than Los Angeles County as a whole which was at 5.5%. 
 
Building activities are up with numerous development projects underway or moving through the 
entitlement process. Since 2009, commercial development has been robust, especially in the 
hospitality sector. Currently, there are five new hotel projects that are in various stages of 
development. Recently the Constance Hotel dusit-D2, a 136 room hotel opened; the Residence Inn 
by Marriott, a 144 room hotel, is newly opened; the City is in negotiations with Kimpton Hotels to 
renovate the former YWCA property into a boutique hotel; a 179 room Hyatt Place hotel was 
recently entitled to be constructed on the former Macy’s site at Paseo Colorado; and the Final EIR for 
the Planned Development project with up to 520 hotel rooms located at Colorado Boulevard and Hill 
Street was completed in April 2016. Moreover, the City recently approved a nearly one million 
square feet commercial project that consists of 380 housing units and 620,000 square feet of office 
and retail space on the Parsons Engineering headquarters site. Overall, several mixed use projects 
including 1,700 residential units are among the various projects under construction or proceeding 
through the development process in the City. 
 
Pasadena economic base includes many successful businesses particularly in the fields of finance, 
healthcare and technology. East West Bank, Kaiser Permanente, Open X, Alibaba, Bluebeam, and 
iRobot, to mention but a few have all experienced positive growth and added jobs in Pasadena. 
Additionally, the opening of a Tesla Dealership in Old Pasadena has generated significant consumer 
interest and is considered a top performing location for the company. Given the scope of new 
development and continued success of local employers, Pasadena’s economy remains vibrant. 
 
LONG-TERM FINANCIAL PLANNING AND NEXT YEAR’S BUDGETS AND RATES 
 
The FY 2017 Adopted Budget has been developed based on the City Council Strategic Plan goals.  
All Department performance measures and City activities are tied to one or more of these goals: 

• Maintain fiscal responsibility and stability 
• Improve, maintain, and enhance public facilities and infrastructure 
• Increase conservation and sustainability 
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• Improve mobility and accessibility throughout the city 
• Support and promote the local economy 
• Ensure public safety 

 
The FY 2017 budget continues the practice of conservative revenue estimates, especially in the 
General Fund.  Overall, the FY 2017 Adopted Budget anticipates modest increases in most revenues 
that will enable the City to make some very minor enhancements to programs and services. 
 
The FY 2017 Adopted Budget totals $757.5 million overall. This includes an operating budget of 
$634.4 million, capital appropriations of $65.4 million and appropriations of $57.7 million for the 
City’s three operating companies—Rose Bowl Operating Company, Pasadena Center Operating 
Company and Pasadena Community Access Corporation. 
 
The City’s General Fund is the most important fund in that it provides for most basic City services 
including public safety, public works, parks and recreation. The Adopted Budget for the General 
Fund for FY 2017 is $237.8 million with estimated revenues of $237.8 million. 
 
The Adopted Operating Budget includes $8.3 million of enhancements, primarily in the Water, 
Power and Building Services funds where corresponding revenues are available to offset the 
increases. 
 
Enhancements in the General Fund are more modest, totaling $1.3 million, which accounts for 
roughly 0.55% of the overall adopted General Fund budget. 
 
General Fund Five-Year Financial Forecast 
 
The General Fund five-year financial forecast is the mechanism by which the long-term financial 
health of the City’s most important fund is monitored. By tracking and trending current and 
anticipated revenues and expenses, the forecast provides a tool for the City’s policymakers. The 
current five-year projection indicates that unless growth in future expenses decrease, anticipated 
revenues increase or some combination thereof, the City’s General Fund will begin to spend more 
than it receives in revenues beginning in FY 2018 thereby creating a structural deficit that will grow 
if not addressed. In such a situation, the City’s fund balance, essentially its savings account, will be 
drawn down to fill the gap between revenues and expenses. 
 
The fundamental challenge, as indicated by the forecast, and illustrated below, is that while the local 
economy continues to expand, the growth in overall City revenues is not projected to keep pace with 
increases in the cost of providing City services.  Particularly as it relates to personnel costs which 
accounts for 63.3% of overall General Fund spending. The following section discusses some of the 
key fiscal drivers, including revenue sources as well as the major expense items in the General Fund. 
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General Fund 5-Year Financial Plan 

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Budget 

 
Projected Projected Projected Projected 

 -------------------------------------- $'s in thousands  --------------------------------- 

Beginning Amount Available for 
Appropriations $19,084  $19,107  $15,526  $8,847  $2,915  

Revenues 

  Tax Revenues 156,877  163,261  167,802  172,499  176,521  

  Other Revenues 60,749  57,046  58,859  60,743  62,694  

  Contributions/Other Fund Svcs 20,212 20,139 20,730 21,217 21,922 

Total Revenues 237,838  240,446  247,391  254,459  261,137  

Expenses 

  Personnel 150,651  156,347  164,959  172,382  180,139  

  Debt Service 13,808 14,115 14,075 11,473 11,480 

  Contributions to Other Funds  14,986  14,468  14,757  15,052  15,353  

  Other Expenses 58,370  59,097  60,279  61,485  62,715  

Total Expenses 237,815  244,027  254,070  260,392  269,687  

Net Income/(Loss) 23  (3,581)  (6,679)  (5,933)  (8,550)  

Ending Amount Available for 
Appropriations $19,107  $15,526  $8,847  $2,914  ($5,636)  
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Fiscal Drivers 
 
Major Revenues 
The City’s major revenue sources include Sales Tax, Utility Users Tax, and Property Tax, which 
collectively account for 51.5% of the General Fund’s overall revenues. 
 
The City’s sales tax base has continued to show slow but steady growth. Between March 2015 and 
March 2016 sales tax revenues grew at 2.5%. Strong automobile sales, including the opening of a 
Tesla dealership, mentioned previously, have played a significant role in this growth. It is anticipated 
that in Fiscal Year 2017 sales tax revenues will reach $35.5 million, which is approximately equal to 
the pre-recession levels of 2008 and 2009. 
 
Looking forward, however, this key revenue source faces challenges as a result of increased regional 
shopping competition and the continued shift to on-line sales by consumers. Moreover, in January 
2013, as part of a global restructuring, Avon Corporation announced the intended closure of its 
distribution center in Pasadena. Avon has continued to operate the facility and, in fact, consolidated 
other operations into Pasadena with support of a sales tax sharing agreement approved by the City 
Council. Nevertheless, Avon has recently indicated that it will close the facility permanently in the 
near future. As one of the City’s top sales tax generators, it will be unlikely that the City will be able 
to fully replace this loss. 
 
Utility Users Tax (UUT) is imposed by the City on the use of cable television, telephone service, and 
the consumption of natural gas, electricity and water. UUT revenue has been generally flat for more 
than five years. Factors impacting this include the transition to bundled television, telephone and 
Internet service at lower price points than individual services, along with the shift to satellite 
television for which the tax does not apply. Increased cellular telephone usage and the application of 
UUT to prepaid cellular will provide some offset, however, increased conservation by consumers and 
ever increasing efficiency will continue to impact this revenue source. For Fiscal Year 2017, 
revenues are estimated at $30.4 million. 
 
Pasadena’s single largest General Fund revenue source is Property Tax. New and infill development 
has provided for steady increases in the City’s property tax base and current development underway 
will continue that growth through the next several years. Property tax revenue for Fiscal Year 2017 is 
projected at $56.7 million and represents 23.8% of General Fund revenues. 
 
Pasadena’s 2015 total assessed property (both residential and commercial) valuation was $24.23 
billion, up 5.48% from the previous year, according to the Los Angeles County Assessor’s Office. 
The increase is part of an overall trend for both residential and commercial property in Pasadena, one 
of the few regions in Southern California where property values remained strong even during the past 
recession. 
 
Major Expenses 
Fiscal Year 2016 saw the adoption of memorandums of understanding with a number of the City’s 
labor unions. As a result, adjustments to salary rates were implemented to ensure the City would 
continue to attract and retain quality staff. A particular challenge, although not exclusive to Pasadena, 
has been the recruitment and retention of police officers. To address this, increases in the 
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compensation rates for police officers and a “signing bonus” for those who lateral in from other 
agencies were put into effect. 
 
The City of Pasadena is a member agency of CalPERS, which provides defined-benefit pensions to 
most City employees upon their retirement. In addition to state-wide changes that will reduce the 
benefit formula for new employees, as part of the City’s efforts to reduce pension-related costs, City 
employees began paying the employee portion of retirement costs, which previously the City paid on 
their behalf. Nevertheless, in recent years the contribution rates, i.e., the dollar amount the City must 
contribute to CalPERS on behalf of its employees in order to fund future pensions, has risen 
dramatically as CalPERS seeks to ensure its ability to meet future obligations based on the return on 
its investment portfolio. Last year with the implementation of GASB rule 68, the City is required to 
show on its financial statements the current outstanding liability for employee pensions. As of June 
30, 2016 the total liability was $363 million. This liability will be funded through the City’s ongoing 
contributions to CalPERS. For Fiscal Year 2017 the City’s total contribution to CalPERS is budgeted 
at $43.2 million of which $24.1 million is in the General Fund. 
 
Unfortunately, continued increases in CalPERS contributions are anticipated for the foreseeable 
future and may become even more pronounced as the pension system seeks to reduce risk in its 
portfolio by seeking more stable investments, thus reducing the corresponding discount rate. 
 
The City’s Workers Compensation Fund is underfunded and rates charged against departments/funds 
have been significantly increased to meet current costs and begin rebuilding the fund deficit. In an 
effort to reduce program costs, the City’s Workers Compensation program will be evaluated in Fiscal 
Year 2017 to determine if additional measures or program management practices can be undertaken 
to better control costs and return employees to work more quickly. The General Fund increase for 
workers compensation is $1.96 million, which represents a 25% increase over the Fiscal Year 2016 
budget. 
 
Overall, the General Fund budget for personnel costs for Fiscal Year 2017 totals $151 million. This 
represents an increase of 10.7% over Fiscal Year 2016. 
 
Unfunded Liabilities - Other Post-Employment Benefits 
An actuarial study of Pasadena’s Other Post-Employment Benefits (OPEB) relating to retiree health 
benefit liability was completed in 2016, reflecting a July 1, 2015 valuation date. The report 
determined that Pasadena’s June 30, 2016 accrued actuarial liability was approximately $54.2 
million, an increase of $25.6 million from the prior year.  $17.1 million of the increase reflected a 
new actuarial standard requiring inclusion of the “implicit subsidy”.  The implicit subsidy reflects the 
cost of including older employees and retirees in premium rates that are the same for active and 
retired employees.  Actuarially, the employer and younger employees are subsidizing older employee 
and retiree premiums.  The annual required contribution (ARC) under GASB 45 was determined to 
be approximately $5.9 million.  Pasadena is currently using a pay-as-you-go methodology and is only 
paying about $694,000 per year toward this amount. Continuing the pay as you go method will 
significantly increase the ARC in future years.  The actual amount will depend on future actuarial 
valuation reports. 
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Litigation & Impact on Revenues 
 
SB 481 Litigation 
In 1987, the City sponsored and secured the passage of Senate Bill No. 481 (SB 481), which 
provided a supplemental source of payment to fund the City’s liabilities to the Fire and Police 
Retirement System (FPRS).  SB 481 authorized the City to utilize tax increment revenues received 
by the Pasadena Community Development Commission (PCDC) from PCDC’s Downtown 
Redevelopment Project Area and payable by PCDC to the City under a reimbursement agreement 
(Reimbursement Agreement) for the purpose of funding the City’s liabilities to FPRS.  PCDC’s 
payments of tax increment under the Reimbursement Agreement are referred to as “SB 481 
Receipts”. 
 
In 2011, the State of California enacted legislation that required the dissolution of California 
redevelopment agencies (including the PCDC) and the disposition and winding-down of the 
operations of those agencies.  Following the enactment of the legislation, the State Department of 
Finance (DOF) challenged the enforceability of the obligation of PCDC to pay tax increment to the 
City under SB 481 and the Reimbursement Agreement.  As a result of the litigation which 
subsequently ensued (the “SB 481 Litigation”), all SB 481 Receipts are now held in escrow by the 
County of Los Angeles, pending the resolution of such litigation.  
 
In response to the DOF denial, on December 28, 2012, the City filed litigation in the Superior Court 
of the State of California, City of Pasadena Successor vs. Ana Matosantos Director of the State of 
California Department of Finance, Case No. 34-2012-000134585-CU-MC-GDS.  The City prevailed 
at the trial court level by first obtaining a Temporary Restraining Order and, later, a Preliminary 
Injunction which declared Items 1 (Senate Bill 481 Pension Payment Obligations) and Item 14 
(Senate Bill 481 Affordable Housing Obligations) as obligations of the former redevelopment agency 
due to the City as valid enforceable obligations payable by the successor agency.   
 
The DOF appealed and on August 19, 2014, the Court of Appeal issued a published decision 
remanding the case back to the trial court.  [City of Pasadena v. Cohen, (2014) 228 Cal.App.4th 
1461] The Court of Appeal did not rule on the merits of the case but rather directed the case to be 
heard in the Writ Department of Sacramento Superior Court.   
 
On September 25, 2014, the City filed a Petition for Review with California Supreme Court.  The 
Supreme Court declined to grant the City’s Petition for Review.  In response on January 30, 2015, 
the City filed its Application for Temporary Restraining Order and Motion for a Preliminary 
Injunction in the Writ Department of Sacramento Superior Court.  The Superior Court issued a ruling 
on May 28, 2015, in favor of the DOF.  Pursuant to the three party stipulations and the Court’s order, 
the County was required to continue to maintain the $39.7 million in escrow pending final 
adjudication of the case.  The City appealed and, on January 13, 2017, the Appellate Court upheld the 
decision in favor of the California Department of Finance.  This will result in all of the funds being 
distributed to all of the taxing agencies entitled to portions of this property tax.  The City will receive 
approximately $8.3 million as its portion of the funds being held. 
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Replenishment of the City’s Reserves 
 
Approximately $25 million of General Fund reserves was used between FY 2009 and FY 2012 to 
help cushion the impact of the Great Recession on City service levels.  Prudent fiscal planning and a 
commitment in the years leading up to FY 2009 had built up reserves that, absent their availability, 
would have resulted in catastrophic reductions in service levels that would have significantly reduced 
the quality of life in Pasadena.  
 
Due to one-time tax revenues and lower than anticipated expenditures, the City Council has been 
able to make additional contributions to the City’s emergency reserves in FY 2015 of $10 million, in 
FY 2016 of $2.5 million, and an additional $3.0 million mid FY 2017.   As of June 30, 2016 and 
December 31, 2016 the emergency reserves total approximately $33.5 million and $36.5 
respectively.  As of June 30, 2016 this represented 15.2% of adopted General Fund appropriations for 
FY 2016. 
 
FY 2017 CAPITAL IMPROVEMENT PROGRAM APPROPRIATIONS 
(As of June 30, 2017) 
 
Protecting, maintaining and replacing the City’s infrastructure such as roads, bridges, parks, public 
buildings, utility systems and parking facilities is one of the most important aspects of running an 
efficient, responsible City. Pasadena will continue with both major and minor infrastructure 
improvements through the City’s FY 2017– 2021 Capital Improvement Program (CIP) Budget. The 
CIP is the blueprint for new construction and major maintenance projects designed to protect and 
preserve Pasadena’s outstanding quality of life. 
 
The current Capital Improvement plan includes 237 active projects with a total estimated cost of 
$1.06 billion. Additionally, there are 71 identified projects totaling $302 million in the Future 
Projects section that do not have funding. Identifying these projects as part of the program allows 
staff to pursue funding opportunities when, and if, they become available. 
 
For FY 2017, the CIP includes $65.4 million in appropriations for 93 projects, including 18 new 
projects. The following graph illustrates FY 2017 appropriations by major project category. 
 
 
 
 
 
 
 
 

(Balance of page intentionally left blank) 
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FY 2017 CIP Appropriations by PROJECT Category 
 
 
 

 
 
 
 
In addition to the City Council’s Strategic Plan goals previously noted, the following criteria is used 
for developing and prioritizing the CIP:  

• Public safety concerns 
• If costs of existing maintenance exceed projected replacement costs 
• Whether the existing facility or system no longer meets City needs/demands 

 
One of the most significant categories of capital improvements are projects related to the City’s water 
and power utilities. The City’s Water and Power Department (PWP) continues to be proactive in 
making infrastructure investments as approved under the Water Distribution System Master Plan and 
the Water Integrated Resources Plan.  These investments not only protect the City’s valuable 
investment in its utility infrastructure, but also help to improve water quality, supply, and reliability 
for customers. The system improvements also reduce dependency on imported purchased water and 
help meet California’s conservation requirements. 
 

Municipal Buildings 
and Facilities  $1.8M  

2%

Streets and 
Streetscapes  

$3.9M 6%
Street Lighting 

$0.2M <1%

Street Lighting and 
Electric 

Undergrounding  
$10.7M 17%

Transportation  
$7.9M  12%

Parking  
$1.0M  2%

Sewers and Storm 
Drains  

$2.0M 3%

Rose Bowl 
Improvements 

$1.9M  3%

Parks and 
Landscaping - Park 

Projects 
$5.1M  8%

Parks and 
Landscaping -

Landscape Projects  
$0.4M 1%

Arroyo Projects -
Central Arroyo  

$1.4M 2%

Pasadena Center 
Improvements  

$1.6M  2%

Water System
$7.4M  11%

Electric System  
$16.1M  25%

Technology Projects 
$4.0M  6%
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For FY 2017, the City Council is appropriating $23.5 million to its water and electric systems, $8.9 
mill ion to transportation projects, $16.8 million to streets and streetscapes/street lighting/sewer and 
storm drains/street lighting and electrical undergrounding, $6.9 million to parks (including the 
Arroyo) and $4.0 million to technology projects. Additionally, the respective operating companies 
are including $1.9 million for Rose Bowl Improvements and $1.6 million to the Pasadena Center 
projects. 
 
Infrastructure priorities for 2017 include: 
 

• Integrating technology and leveraging industry best prices to build a strong infrastructure and 
increase investment in sustainable, renewable resources; 

• Replacing 3.0 miles of water distribution mains; 
• Upgrading the Santa Anita Booster Station and completing the rehabilitation of Monte Vista 

Well; 
• Expanding water conservation program offerings; 
• Completing the rehabilitation of La Loma Bridge; 
• Implementing the human resources and payroll modules of the Enterprise Resource Project; and 
• Investing $1.25 million in the Citywide Sidewalk Improvements Project. 

 
The complete FY 2017 – FY 2021 CIP document is posted on the City’s website under the Public Works 
Department pages at: http://www.cityofpasadena.net/PublicWorks/Capital_Improvement_Program/  
 
Looking to the Future 
 
During the great recession the City had to respond quickly to the sudden loss of revenues. It did so 
through the elimination of vacant and filled positions, the shifting of the employee-portion of pension 
obligations to City employees and elimination of previously negotiated salary increases for employee 
bargaining groups. 
 
The current fiscal challenges are significant; however, barring a downturn in the economy or other 
factor such as a natural disaster, the anticipated gap between revenues and expenses is expected to 
widen over a more extended period of time. This provides the City the opportunity to establish 
budget priorities and act strategically on both sides of the fiscal equation: revenues and costs. 
 
There are some immediate actions the City can take to enhance General Fund revenues. These 
include redirecting growth in Transient Occupancy Tax revenues, largely from the development of 
new hotels, to the City’s General Fund, and ensuring that all cost of service based fees are fully 
recovering their costs. 
 
In spring 2012, the City completed an Economic Development Strategic Plan which was followed 
later that same year by a Task Force report focusing on what economic development efforts the City 
should give priority to. Reinvigorating this effort will be a priority in Fiscal Year 2017 and beyond. 
Based on current projections, relying on potential new revenues alone is unlikely to close the 
anticipated future gap. This is because continued upward pressure on expenses, largely in the form of 
personnel costs, is expected to remain. Consequently, under the leadership of the City Council, it is 
vitally important for the City to establish priorities for its limited financial resources and give 
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thoughtful consideration as to whether some functions/services should be scaled back or discontinued 
altogether. As an example, last fiscal year the City faced growing financial losses in the Public 
Health Department’s clinical programs. Based on detailed analysis, the situation was determined to 
be unsustainable and as a consequence the City discontinued offering the programs.  However, actual 
service delivery has continued as a result of creative partnerships with non-profit entities. 
 
Across the entire municipal organization there are a number of programs and services that warrant 
further analysis to determine their relative cost-benefit. With the City Council’s endorsement, staff 
will undertake this effort. 
 
ACCOMPLISHMENTS 
 
While it is critically important that the City maintain strong fiscal health, the City must also continue 
to address a wide variety of infrastructure-related issues and also take time to acknowledge the 
positive improvements that are continually being made.  For example, some of the fiscal year 2016 
accomplishments include: 
  

� Adoption of balanced budget for a fourth consecutive year, consistent with the Council’s goal 
to maintain fiscal responsibility and stability; 
 

� Launched the core financial modules of the multi-year Enterprise Resource Planning system  
on July 1, 2015; 
 

� Started City Council mandated Fraud Risk Assessment and completed 4 of 6 department 
reviews included in Phase 1 of the contract: 

 

� Completed construction of the new 71 megawatt combined cycle power-generating unit at the 
Glenarm Power Plant facility with final commission and commercial operations in early FY 
2017; 
 

� Maintained “diamond status” associated with APPA’s prestigious Reliable Public Power 
Provider (“RP3”) designation for providing the highest degree of reliable and safe electric 
service; 
 

� Successfully established a framework for the new internal audit function in compliance with 
California Government Code 1236; 
 

� Issued $55.35 million City of Pasadena 2015 Series A Refunding Certificates of Participation 
for the purpose of refinancing and reducing interest paid on debt; 
 

� Adopted a new Power Integrated Resource Plan, with a goal of eliminating the use of coal-
based energy by 2027 and achieving a 60 percent reduction of greenhouse gas emissions by 
2030; 
 

� Achieved a Renewable Energy Portfolio Standard (“RPS”) of over 29 percent in Calendar 
Year 2015; 

 

� The Fire Department is honored to be one of only 32 fire departments in the United States 
that are both Insurance Services Office (ISO) Class 1 and Accredited by the Center of Public 
Safety Excellence’s (CPSE) Commission on Fire Accreditation International (CFAI); 
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� The Fire Department took delivery of two new rescue ambulances; 
 

� The Housing Department have managed several affordable housing projects including; 
Heritage Square (70 units), Mar Vista Union Apartments (20 units), and The Groves (44 
units); 
 

� Implemented Continuum of Care Program providing 86 homeless persons with transitional or 
permanent housing; 
 

� Successor Agency to the Pasadena Community Development Commission obtained a 
“Finding of Completion” and approval of the “Long Range Property Management Plan 
(LRPMP), which are essential final steps for the City’s management of former 
Redevelopment Activities under California law; 
 

� Transferred ownership of the Paseo Colorado and Plaza Las Fuentes parking operation from 
the Successor Agency to the City; 
 

� Conducted over 4,900 Code compliance inspections, 1,610 residential inspections through 
the Occupancy Inspection Program, 5,100 residential quadrennial inspections, and over 
28,000 building inspections for commercial and residential construction; 
 

� The Pasadena Police Department continues to promote the highly successful “See Something, 
Say Something” campaign; 
 

� The Police Department was awarded a $250,000 competitive grant from the U.S. Department 
of Justice for the purchase of Body Worn Cameras, which is being implemented in late 
2016/early 2017. 
 

� Deployed end to end replacement of the Mobile Audio-Video system (aka In Car Video or 
MAV)  for the Police Department patrol vehicles; 

 

� Provided paid summer jobs to 188 youth through the Summer Rose Program;  
 

� Opened McKinley Gym, a joint project with Pasadena Unified School District, where various 
sports leagues and tournaments will take place; 

 

� Celebrated and provided City support of the 128th Tournament of Roses Parade and the 
102nd Rose Bowl Game; 

  

� Tripled capacity in the 5.5 mile southern portion of the City’s fiber optic ring, supporting 
utility, transportation management, and business customer connectivity requirements; 

 

� Completed the Electric Vehicle (EV) Charging grant project with the installation of 50 level 
II chargers citywide; 

 

� Received California Chapter and Los Angeles Section APA awards and ASCE Metro Los 
Angeles Branch award for the City’s Transportation Performance Measures; 

 

� The Public Works Department began construction on the La Loma Bridge Rehabilitation Project, 
completed design work for increased sewer capacity and repair/replacement of 10,000 feet of 
sewer pipes, resurfaced nearly six miles of streets, repaired 150,000 square feet of sidewalks, 
5,000 linear feet of curbs and gutters.  For a comprehensive status of Capital Improvement 
projects, please visit: http://www.cityofpasadena.net/PublicWorks/Capital_Improvement_Program/; 
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 Answered 79,000 calls to the Citizen Service Center, 71 percent within 30 seconds, and
received over 28,000 web and mobile applications service order requests for all City
Departments;

 The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of
Pasadena for its Comprehensive Annual Financial Report for the fiscal year ended June 30,
2015.  This was the 17th consecutive year that the government has achieved this prestigious
award.  In order to be awarded a Certificate of Achievement, a government must publish an
easily readable and efficiently organized comprehensive annual financial report.  This report
must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only.  We believe that our
current comprehensive annual financial report continues to meet the Certificate of
Achievement Program’s requirements and we are submitting it to the GFOA to determine its
eligibility for another certificate.

 Standard & Poor’s affirmed its “AAA” issuer credit rating on the City which is the highest
rating given by Standard and Poor’s.  The City continues to hold an AA+ rating from Fitch
Ratings.

Conclusion 

Pasadena is a destination city that blends its rich history and traditions with innovation and culture. 
The employees of the City take great pride in providing quality public services to those they serve. 
This Fiscal Year 2016 Comprehensive Annual Financial Report demonstrates the City’s 
accomplishments to deliver exemplary municipal services responsive to the entire community and 
consistent with our history, culture and unique character. 

Under the City Council’s leadership, Pasadena has achieved remarkable success and has overcome 
many obstacles. There is every reason to believe that despite the challenges discussed herein, the City 
will continue to thrive and serve as a model for other communities to emulate. 

Respectfully submitted, 

____________________ 
Steve Mermell  
City Manager  

______________________ 
Matthew E. Hawkesworth 
Director of Finance 
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