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December 15, 2017 
 
 
 
 
 
To the Honorable Mayor, Members of the City Council 
and the Citizens of the City of Pasadena, California 
 
 
The Comprehensive Annual Financial Report (CAFR) of the City of Pasadena, California (City) for 
the fiscal year ended June 30, 2017 (FY16-17), is hereby submitted in compliance with Section 907.5 
of the City Charter.  Management assumes full responsibility for the completeness and reliability of 
the information contained in this report, based upon a comprehensive internal control framework it 
established for this purpose.  Because the cost of internal controls should not exceed anticipated 
benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial 
statements are free of any material misstatements. 
 
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.  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 FY 
16-17, 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 FY 16-17 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.  
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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. 
 
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 will be 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 a four year 
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 2017 population of 143,333, 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 
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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 (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 Development 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 
 
The national economic climate was positive for much of 2016 with employment and other economic 
signs continuing to show moderate gains. The economy grew by 1.6 percent for 2016 compared to a 
2.6 percent growth in 2015. The forecast for future growth for 2017 and 2018 remains in the low 2.0 
percent range.  
 
The U.S. economy continues to add jobs and the close of 2016 marked 75 straight months of job 
creation. The average hourly earnings rose 2.9 percent from the prior year, pointing to a further 
tightening in the labor market. Analysts believe that the nation is close to full employment. 
 
On January 10th the Governor released his proposed budget for California’s 2018 fiscal year. As stated 
in his budget message, the 2018 budget will be the most difficult faced since 2012. The surging tide of 
revenue increases has ceased and a budget deficit of $2 billion is forecasted. The State continues to 
rely on capital gains tax as its primary General Fund revenue source, so it should not be a surprise that 
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the State’s revenues are shrinking. Despite the projected deficit, the Governor’s proposed budget does 
include increased spending for education, an earned income tax credit for working families, increasing 
the minimum wage, the extension of health care to millions, and the pay down of long-term liabilities.   
 
Historically the State has balanced its budget largely at the expense of local government.  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 completely, should the State find itself unable to 
resolve the deficit, 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 4.0 percent 
through June 2017, better than Los Angeles County as a whole, which was 4.6 percent.  
 
Building activities have tapered a bit in comparison to FY 14-15; however, projects continue to move 
forward with several under construction. The hospitality sector has remained strong with the recently 
opened Residence Inn by Marriott, a 144 room hotel, in the Old Pasadena area. Additionally, a 179 
room Hyatt Place hotel began construction in the former Macy’s site at the Paseo in April 2017. Along 
with these two properties, there are several other developments in various phases of the entitlement 
process that could bring more than 600 additional hotel rooms to Pasadena. Aside from hotel 
development, the City has approved a significant number of new housing projects representing 
hundreds of new units throughout the city. 
 
 
LONG-TERM FINANCIAL PLANNING AND NEXT YEAR’S BUDGETS AND RATES 
 
The FY 17-18 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 
• Improve mobility and accessibility throughout the city 
• Support and promote the local economy 
• Ensure public safety 

 
The City’s General Fund, which pays for police, fire, parks, recreation and other municipal services is 
its most important Fund.  The General Fund’s Adopted Operating Budget for FY 17-18 is balanced, 
does not rely on the use of reserves and is expected to result in positive net income at the end of the 
fiscal year.  The Capital Budget includes investments in the City’s infrastructure exceeding $76 million 
for FY 17-18 and continues the City’s efforts to maintain and enhance its physical plant.  
 
During the FY 16-17 Operating Budget process certain negative trends were identified regarding the 
financial forecast for the General Fund.  In order to address these trends, in October 2016, the City 
Council approved expenditure reductions totaling $2.1 million.  The FY 17-18 Operating Budget 
furthers this effort by reducing an additional $1.9 million.  These reductions, coupled with moderate 
projections of revenue growth, have greatly reduced the size of projected future operating deficits.  In 
order to ensure that the City achieves positive net income in future years, additional attention must be 
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paid to managing expenses within existing resources.  As indicated above, maintaining fiscal 
responsibility and stability is a key goal of the City Council. Given Pasadena’s long history of sound 
financial management, there is every reason to believe that the City will continue to successfully 
address budgetary issues while continuing to provide quality services to the community it serves. 
 
The FY 17-18 Adopted Budget totals $783.0 million overall. This includes an operating budget of 
$639.6 million, capital appropriations of $76.3 million and appropriations of $67.1 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 17-18 is $242.95 million with estimated revenues of $245.01 million. 
 
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.  At the time of the 
City Council FY 16-17 operating budget adoption, the General Fund Five-Year Financial Forecast 
indicated that while the budget was balanced for that year, thanks mainly to one-time revenues, a gap 
would arise between anticipated revenues and expenses beginning in FY 17-18 and grow more 
pronounced over time.  At that time, the projected gap for FY 17-18 was $7.6 million, widening to 
more than $12 million by FY 20-21 if left unchecked. 
 
The disparity between revenues and expenses is driven by the rising cost of providing City services, 
coupled with slow, and in some cases flat, revenue growth.  Given the nature of City services, the 
largest category of expenses in the General Fund is for personnel salaries and benefits, which comprises 
64 percent of overall expenditures.  Within this category, salary increases have remained moderate for 
the last several years following a number of years where City employees received no increases due to 
the impact of the economic recession.  The main increase in personnel costs has been in pension 
contributions.  The City is a member agency of CalPERS, which provides defined-benefit pensions to 
most City employees upon their retirement.  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 pension 
benefits, has risen dramatically as CalPERS seeks to ensure its ability to meet future obligations.  To 
partially offset these increases, employees have agreed to pay portions of the employer required 
contributions through their bargaining unit agreements.  City employees in some bargaining units, non-
represented, and executive non-represented are paying one, two, or three percent of their compensation 
towards the City required payments.  This is in addition to their employee contribution. 
 
Starting this past fiscal year, with the implementation of GASB Statement 68, the City is required to 
show on its financial statements the outstanding liability for employee pensions.  As of June 30, 2016 
the total liability was $386 million.  For FY 17-18 the City’s total contribution to CalPERS is budgeted 
at $44.5 million, of which $26.5 million is in the General Fund. 
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Recently, increased media attention has been given to the issue of public employee pensions, as 
CalPERS and other pension systems address projected funding deficiencies.  Recognizing the risks, at 
the urging of Governor Brown, Assembly Bill 340 created the Public Employees’ Pension Reform Act 
(PEPRA).  Under this legislation all employees enrolled into CalPERS after January 1, 2013 have a 
less generous pension benefit than those who preceded them and are required to pay a portion of their 
salaries to fund their benefits.  Currently 20 percent of the City’s workforce is covered by the PEPRA 
formula.  Moreover, in Pasadena, all City employees contribute towards their pension costs. 
 
In regard to revenues, despite some improvement, the City is not seeing the same level of overall 
economic growth across its major revenue categories that would generally be presumed to occur in a 
relatively healthy national economy. 
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Fiscal Drivers 
 
The City’s three major revenue sources: Property Tax, Sales Tax, and Utility Users Tax account for 
55.7 percent of the General Fund’s overall revenues.  These revenues are a mixture of growth and 
decline going in to FY 17-18. 
 
Pasadena’s largest and most stable revenue source continues to be property tax. Property tax proved to 
be resilient during the Great Recession and has realized strong growth in the past few years.  New and 
infill development has provided for steady increases. When combined with property tax formerly 
allocated to redevelopment that is now directed to the General Fund, total Property Tax revenue is 
projected to grow by 8.29 percent for a total of $64.38 million in FY 17-18. This one source represents 
25.9 percent of total revenues. Continued strong growth is projected for the next few years as several 
large developments are underway, which will add to the existing total assessed property (both 
residential and commercial) valuation in the City of more than $24 billion. 
 
Pasadena’s Sales Tax base has shown slow growth the past few years and a slight increase is projected 
for FY 17-18. Some categories, such as automobile sales and repair along with restaurants have shown 
moderate growth, but that growth has been offset by larger declines in other consumer areas. As more 
shopping is done online, all of the related sales tax from those purchases is allocated to the County-
wide pool, and the City receives generally less than 2.5 percent of those funds. For example, if a $100 

 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022
Projected Projected Projected Projected Projected

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

Beginning Amount Available for Appropriations 4,392 4,467 943 (2,078) (7,816)

Revenues
Tax Revenues 162,003 166,336 170,847 174,882 179,036

Other Revenues 55,558 57,331 59,175 61,083 63,059

Contributions/Svs. From Other Funds 19,261 19,491 19,956 20,308 20,966

Total Revenues 236,822 243,158 249,978 256,273 263,060

Expenses
Personnel 150,612 159,533 166,989 174,503 182,356

DebtService 14,493 14,075 11,473 11,480 11,480

Contributions To Other Funds 14,549 14,840 15,137 15,440 15,749

Other Expenses 57,093 58,234 59,399 60,587 61,799

Total Expenses 236,747 246,683 252,998 262,010 271,384

Fund Balance Allocations -                    -                    -                    -                    -                    

Contributuion to Policy Reserve -                    -                    -                    -                    -                    

Net Income/(Loss) 75 (3,525) (3,021) (5,739) (8,323)

Ending Amount Available for Appropriations 4,467 943 (2,078) (7,816) (16,140)

General Fund Five-Year Forecast
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purchase is made at a retail store in Pasadena, the City receives $1 of sales tax revenue; however, if 
that same purchase is made by a Pasadena resident via Amazon.com, the City receives approximately 
$0.03 in sales tax revenue. Due to this shift and slow growth environment, the projection for FY 17-
18 is $35.6 million, which is only $88.0 thousand more than FY 16-17. 
  
Looking forward, the City’s sales tax base will continue to be challenged with growing online sales 
and a repurposing of retail centers. In January 2013, as part of a global restructuring, Avon Corporation 
announced the intended closure of its distribution center in Pasadena. While this center has continued 
to operate, it is expected to close in the near future. As one of the City’s top sales tax generators, it is 
unlikely the City will be able to fully replace this loss.  The future redevelopment of the Avon site 
might provide an opportunity to re-establish a significant sales tax producing use.     
 
Utility Users Tax (UUT) is a tax imposed by the City on the use of telephone service, video or cable 
service, and the consumption of natural gas, electricity and water. UUT revenue was flat for several 
years and began declining in FY 16-17.  This decline is projected to continue in FY 17-18 as reduced 
consumption of both water and electricity is expected along with the continued shift away from 
traditional cable service.  Increased usage of cellular telephones does provide some relief; however, 
carriers continue to lower prices or bundle more services, and more people are eliminating their 
residential landlines, which provides for limited net new revenue. For FY 17-18, revenue is projected 
at $29.1 million; which is a 4.3 percent reduction or $1.3 million less than the prior year. 
 
The City’s Transient Occupancy Tax (TOT) has become a strong revenue source boosted by increased 
travel to Pasadena along with new developments that have either opened or are underway.  In August 
2016, the 144 room Residence Inn in Old Pasadena opened and in April 2017 construction began on 
the Hyatt Place Hotel at the Paseo. These two hotels will provide strong growth for TOT revenue over 
the next two years, helping to improve the General Fund five-year forecast. Additionally, some of the 
existing hotels in the City are being remodeled and updated, and several additional hotels are in the 
early development process. If the new hotels are developed, TOT revenue could increase by several 
million dollars. 
  
A significant internal revenue source for the General Fund has been the transfer from the Power Fund. 
Per the City Charter, a transfer based upon annual gross electric retail income and the actual net income 
of the power utility’s operations is made each year. Due to the significant reduction in consumption 
over the past few years combined with increased costs of operation, both the retail income and net 
income amounts have realized large declines. As a result, the transfer for FY 17-18 is expected to be 
$450,000 less than FY 16-17, for a total of $17 million.  The five-year forecast projects an additional 
reduction of $100,000 in FY 18-19, with slow growth returning in FY 19-20.  In September 2017 the 
City received a claim challenging the legality of this transfer.  
 
ADDRESSING FISCAL CHALLENGES 
 
In fall 2016, following the close of FY 15-16, the General Fund Five-Year Financial Forecast was 
updated to reflect actual results for that fiscal year.  These results indicated that revenues were 
approximately $5.5 million higher than budgeted, owing to one-time revenues, and expenses were 
about $2.4 million less than anticipated.  This positive variance reduced the projected fiscal gap for FY 
17-18 to $4.9 million.  Rather than wait until the development of the FY 17-18 operating budget to 
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address this issue, in October 2016, the City Council approved $2.1 million in General Fund reductions, 
including the elimination of seven vacant staff positions; thereby bringing the projected gap for FY 17-
18 to $2.8 million. 
  
To close the gap for FY 17-18, all City departments were directed to identify potential cost reductions.  
As part of this effort, Departments were asked to assess their service line-up to determine if, in some 
cases, the services were no longer priorities for the community and whether resources could be better 
applied elsewhere.  Additionally, where the cost of providing service supported it, departments also 
explored additional cost recovery through user fees. 
   
In order to engage the public in the budget process early on, prior to the preparation of the 
recommended operating budget, three community meetings were held throughout the City.  These 
meetings provided an opportunity for dialogue with residents about the factors impacting the City’s 
budget and what approaches might be considered to address the fiscal challenges in the General Fund.  
In keeping with management’s commitment to increasing communication with employees within the 
municipal organization, a series of meetings were held to inform City employees about the City’s 
financial condition and encourage them to share ideas for reducing expenses or increasing revenues. 
 
The result of this effort is that the Adopted Operating Budget for the General Fund for FY 17-18 is 
balanced, does not rely on the use of reserves and is expected to result in positive net income at the 
end of the year.  To achieve this, a total of $1.9 million in budget reductions were made, including the 
elimination of seven vacant positions.  These reductions are in addition to the $2.1 million in reductions 
approved by the City Council last October and discussed above.  Across all funds, the Adopted 
Operating Budget reduces expenditures $4.5 million and eliminates a total of 53 vacant positions.  
 
By ensuring the General Fund generates positive net income, the City is able to increase its reserves to 
guard against inevitable economic downturns, recover from natural disasters and fund much needed 
capital projects.  The City Council has established 15 percent of appropriations as the desired level of 
emergency contingency reserve for the General Fund, and 5 percent of appropriations as the desired 
level of operating reserve. As of June 30, 2017 both reserves are fully funded at $35.5 million and 
$11.8 million respectively. In addition to these reserves, the City Council also authorized the 
establishment of a Section 115 trust for both pension plan funding and OPEB liabilities. The pension 
trust will receive an initial contribution of $10 million and the OPEB trust will receive $2 million with 
a long-term plan of additional contributions to help offset cost increases in ten to fifteen years.  
 
Unfortunately as shown in the following graph, continued significant increases in CalPERS 
contributions are anticipated for the foreseeable future.  These increases 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 and increasing the unfunded liability.  The 
City is establishing a Section 115 Trust where funds can be accumulated and earn investment returns 
to help reduce the impact in the future years with the greatest increases in required contributions. 
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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 was evaluated in FY 16-17 
to determine if additional measures or program management practices can be undertaken to better 
control costs and return employees to work more quickly. Rates have been increased to more fully 
recover costs and action was taken to transfer $1.0 million of unassigned General Fund fund balance 
to the Workers Compensation Fund. 
 
Overall, the General Fund budget for personnel costs for FY 17-18 totals $150.6 million. This 
represents a minor decrease from $151 million in FY 16-17. 
 
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, and providing Annual 
Required Contributions (ARC) for FY 15-16 and FY 16-17. 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 ARC under GASB 
45 for FY 16-17 was determined to be approximately $6.0 million.  Pasadena is currently using a pay-
as-you-go methodology and is only paying about $783,000 (with an additional implicit subsidy of $1.0 
million) per year toward this amount, resulting in an increase to the June 30, 2017 liability shown in 
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these financial statements as $26,725,840. 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.  
Additionally in FY 17-18, GASB 75 will require recognition of the full actuarial liability and changes 
in accounting presentation. 

This unfunded OPEB liability is the primary driver in the deficit fund balance in the Benefits Fund.  
The City took two actions in FY 16-17 to begin to address this.  $1.0 million of General Fund 
unassigned fund balance was transferred to the Benefits Fund and $2.0 million was committed to be 
placed into a Section 115 Trust along with $10.0 million for pension funding. 

 

Litigation and Impact on Revenues 
 

SB 481 Litigation 
After a lengthy process the City exhausted all of its available administrative and legal remedies that 
included administrative appeals, two hearings in Superior Court, and two arguments in the Court of 
Appeals. The January 13, 2017, Appellate Court decision, in favor of the California Department of 
Finance, ruled that the City is not entitled to repayment of the $39.7 million in City’s advances to the 
Pasadena Community Development Commission.  In March 2017, the Los Angeles County Auditor 
Controller distributed the $39.7 million held in escrow to all County taxing entities.  As one of the 
County taxing entities the City of Pasadena received its portion, $9.0 million, on March 24, 2017. 
 

Power Fund Transfer to the City’s General Fund 
In September 2017, the City was sued in a putative class action lawsuit by an electric service customer, 
challenging the validity of Charter-authorized transfers from the Light & Power Fund to the General 
Fund, which has amounted to approximately $14.5 to $17.4 million annually.  The lawsuit seeks a 
refund of the transferred funds, dating back to 2014.  The City was recently served, and intends to 
vigorously defend the matter. 
 

Replenishment of the City’s General Fund Reserves 
 

Approximately $25 million of General Fund reserves was used between FY 08-09 and FY 11-12 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 08-09 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.  In the years following, the City has been committed to rebuilding its 
General Fund reserves and in 2011 set its targeted goal at 20% of current year appropriations.   
 
At June 30, 2017, for the first time, the City has been able to commit the full 20% that it had set as a 
goal.  At June 30, 2017 it was recommended and approved that this reserve be split into a General Fund 
Emergency Contingency (at 15% or $35.67 million) and a General Fund Operating Reserve (at 5% or 
$11.9 million).  The balances represent an increase to reserves of $11.1 million based on utilization of 
FY 16-17 surplus and unassigned fund balance. 
 
FY 17-18 CAPITAL IMPROVEMENT PROGRAM APPROPRIATIONS 
 
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 
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improvements through the City’s FY 18–22 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. 
 
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 
• Project cost exceeds $75,000 

 
The current Capital Improvement plan includes 200 active projects with a total estimated cost of $953 
million. Addressing major deferred maintenance and upgrades of City-owned infrastructure is one of 
the City’s core responsibilities. The FY 17-18 CIP budget contains six new projects, and appropriates 
$76.2 million to 94 projects.  Unfortunately, this level of investment is not sufficient to keep pace with 
the growing maintenance requirements of the City’s extensive infrastructure. Identifying funding to 
meet these requirements is a significant challenge. 
 
The following graph illustrates FY 17-18 appropriations by major project category. 

 
The City has adopted master plans that identify optimal funding levels and work-plans for improving 
and maintaining streets, parks, sewers, the water system, and the electric distribution system. Over the 
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last several years, due largely to funding limitations, the City has been unable to meet the targets 
outlined in some of these master plans, Consequently, some of the City’s infrastructure has exceeded 
its useful life. 
 
Fortunately, some categories of projects do have reliable funding sources and are tracking better in 
relation to their work-plans such as Water, Electric, Street Lighting and Electrical System 
Undergrounding where customer charges for services pay for capital improvements. One area where 
the City is not keeping pace of the need is maintenance of its streets. Currently, Pasadena allocates 
$1.5 million per year for street resurfacing. This amount of investment is not sufficient to prevent 
further deterioration of their overall condition; an investment closer to $4.5 million per year would be 
needed to do that. 
 
There is some good news for funding street and road projects.  The recent passage of SB 1 (Beal) Road 
Repair and Accountability Act of 2017 on April 6, 2017 will provide Pasadena with approximately 
$32 million over the next ten years to invest in our street and road infrastructure. In addition, Los 
Angeles County voters approved Measure M, the Los Angeles County Traffic Improvement Plan in 
November 2016.  This measure increased sales tax by ½ percent and is projected to generate $860 
million per year for much needed street, bridge and transit projects throughout the County. 
 
The two largest categories of capital improvements as shown in the above chart 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 to protect the City’s valuable investment in its utility 
infrastructure and to improve system reliability for customers. 
 
The complete FY 17-18 to FY 21-22 CIP document is posted on the City’s website under the Public Works 
Department pages at: http://www.cityofpasadena.net/PublicWorks/Capital_Improvement_Program/  
 
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 FY 16-17 accomplishments 
include: 
  

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

� Implemented the first year of a five year program of tiered increases to the City’s minimum 
wage and wage enforcement program in an effort to reduce workforce exploitation, provide 
protection for employees and keep Pasadena businesses competitive; 
 

� Adopted new Power Integration Resource Plan, with a goal of eliminating the use of coal-based 
energy by 2027 and achieving a 60.0 percent reduction in greenhouse gas emissions by 2030, 
consistent with the City Council’s sustainability goals; 

 

� Completed city-wide risk assessment; 
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� Completed Phase I of a fraud risk assessment for six City Departments and began Phase II for 
Water and Power Department; 
 

� Updated Fraud Prevention Policy and completed fraud training for City Senior Management; 
 

� Issued $119.44 million Electric Revenue/Refunding Bonds Series 2016A, $21.865 million 
2016A Rose Bowl Refunding Lease Revenue Bonds, and $15.395 million Water 
Revenue/Refunding Bonds Series 2017A for the purpose of refinancing and reducing interest 
paid on debt; 
 

� Coordinated logistics and permits for over 500 filming projects and garnered first nomination 
for California on Location Award for outstanding work in keeping production in California; 
 

� Achieved a Renewable Energy Portfolio Standard (“RPS”) of over 30 percent in calendar year 
2016; 
 

� Completed construction of Phase II of the Glenarm Repowering Project (GT-5), with 
commissioning and commercial operation achieved on December 20, 2016; 

 

� The Fire Department is honored to be one of only 45 of 30,052 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); 
 

� The Fire Department assisted in seven strike team incidents as part of the state-wide wildland 
fire fighting response; 
 

� The Housing Department have managed to completion 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 95 homeless persons with transitional or 
permanent housing; 
 

� Departments of Information Technology and Police implemented body-worn camera 
technology utilizing a $250,000 U.S. Department of Justice grant; 
 

� Launched a complete redesign of City and Department websites; 
 

� Conducted over 5,300 Code compliance inspections, 1,600 residential inspections through the 
Occupancy Inspection Program, 2,000 residential quadrennial inspections, and over 23,000 
building inspections for commercial and residential construction; 
 

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

� Celebrated and provided City support of the 128th Tournament of Roses Parade and the 103rd 
Rose Bowl Game; 

  

� Added over 10 miles of new fiber network to the southwest area of the City, supporting utility, 
transportation management, and business customer connectivity requirements; 
 

� The Public Health Department was granted national public health department accreditation by 
the Public Health Accreditation Board; 
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� Working with Huntington Hospital, the Public Health Department supported the first city-wide 
community health assessment; 
 

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

� Added nine new Dial-A-Ride vehicles (seven replacement) and four new replacement 
Pasadena Transit Buses, all grant funded; 
 

� Secured City Council’s approval for implementing Pasadena Regional Bike share program; 
 

� The Public Works Department completed construction on the La Loma Bridge Rehabilitation 
Project, cleaned over 1.5 million linear feet of sewer main lines, resurfaced over two miles of 
streets, repaved 90,000 square feet of residential streets, repaired 200,000 square feet of sidewalks, 
and 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/ 
 

� Answered 78,000 calls to the Citizen Service Center, 72 percent within 30 seconds, and 
received over 29,000 web and mobile applications service order requests for all City 
Departments; 
 

� Secured State approval for repayment to the City’s General Fund of $3.9 million of former 
City/Pasadena Community Development Commission (Redevelopment Agency) loans; 
 

� 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, 
2016.  This was the 18th 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; 

 

� The City holds an “AAA” issuer credit rating issued by Standard & Poor’s, the highest rating 
given.  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 FY 16-17 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. 
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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      Matthew E. Hawkesworth 

City Manager      Director of Finance 
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