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Special Meeting Minutes 

FINANCE/AUDIT COMMITTEE 
Monday, March 25, 2019 ▪ 4:00 p.m. 

Council Chambers Room S249, Pasadena City Hall 
 

A. CALL TO ORDER:  The special meeting of the Finance/Audit Committee was called to order at  
4:27 p.m. 
 
Attendees (Absent as indicated): 
 
Councilmembers Staff/Guests  

Mayor Tornek Fred Dock Matthew Hawkesworth    Bob Ridley  
Victor Gordo (Absent) Vic Erganian Rich Kikuchi 
John Kennedy (Arrived at 4:27 p.m.) Julie Gutierrez (Absent) Ara Maloyan 
Margaret McAustin Jon Hamblen Steve Mermell 
 

B. PUBLIC COMMENT - None. 
 

1. APPROVAL OF MINUTES  
 

The minutes from the March 11, 2018 Finance Committee meeting were not approved pending 
advisement from Vice Mayor Kennedy regarding information he wanted added to the minutes.  

 
C. NEW BUSINESS 

 
1. Authorization to Amend Contract with Lance, Soll, Lunghard, LLP, Certified Public 

Accountants (LSL) for Audit Services for Fiscal Year 2019 
 

Bob Ridley, Controller, Department of Finance, presented this report.  Mr. Ridley reported 
that post-embezzlement, with the implementation of the Enterprise Resources Planning 
(ERP) system, the addition of an internal audit staff, the completion of a citywide risk 
assessment, and the addition of internal control improvements, staff recommended that 
the City Council extend the LSL contract under a standard audit approach (Option 1) for the 
final, one-year option for fiscal year 2019, rather than continuing with the enhanced audit 
(Option 3). 
 
Three options for consideration for the last year of the LSL contract were: 
 
Option 1 – Revert to a Standard Audit 
 Samples selected from all transactions but may not include samples from every City 

fund. 
 Cost:  $186,617 
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Option 2:  Change to Less Robust Enhanced Audit 
 Samples selected from all funds with sample size determined by total number of 

individual transactions in each fund. 
 Requires an extra 300 hours of auditor time. 
 Cost:  $220,231 

 
Option 3:  Continue with Robust, Enhanced Audit 
 Increased audit sample size beyond those required by professional audit standards by 

lowering the materiality threshold of all major funds by 25 percent and by calculating 
materiality for non-major funds. 

 Included samples of all individual transactions over each fund’s materiality level. 
 Pulled samples from all funds. 
 Add approximately 600 hours of auditor time. 
 Cost:  $254,749. 

Mr. Ridley added that If Option 1 or 2 is selected, two optional services are required - the 
Housing Successor Audit ($7,500) and an audit of the Workforce Development Board 
($9,000).  These audits were previously covered under the current, all funds audit (Option 
3). 
 
Vice Mayor Kennedy inquired if a more robust audit had been in place would it have 
detected the fraud tied to the embezzlement?  Mr. Ridley responded that there are no 
guarantees that fraud would be detected from a financial audit because it is not a fraud 
audit.  Matthew Hawkesworth, Director of Finance, responded that documents tied to the 
embezzlement were pulled during the previous audit contract (a standard audit with a less 
robust audit scope) and, had these documents been investigated more fully, a standard 
audit would have been sufficient to detect fraudulent activity. 
 
Vice Mayor Kennedy questioned the cost benefit of a standard audit versus a more costly, 
robust audit. 
 
Mr. Hawkesworth stated that just as important as the monetary cost of a more robust 
audit is the cost tied to the 300 to 600 hours of staff time it takes to support the audit 
which impacts timely completion of the City’s financial statements. 
 
City Manager, Steve Mermell, stated that if the City were not implementing today the 
controls of following an audit plan and completing risk assessments, he would recommend 
continuation of the more robust audit, but because staff is performing all these controls in 
concert, he said staff does not believe someone could do what was previously done 
(embezzle). 
 
Vice Mayor Kennedy said he would support staff’s recommendation (Option 1), but with 
reservation. 
 
Councilmember McAustin stated that she thought the agenda report understated the 
range of enhanced accountability measures that have been implemented since the 
embezzlement.  She said it was important that the public understand that beyond the 
Enterprise Resources Planning (ERP) and the addition of an internal auditor, the City added 
new staff, conducted new training of staff, hired a new Finance Director, and the Audit 
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Committee became more active. She said that because of these enhanced measures, she 
supported returning to a standard audit (Option 1).   She said there is not sufficient cost 
benefit to continue with Option 3. 
 
Mayor Tornek supported Option 2 because he wanted to be able to reassure the public 
that all funds of the City were being audited.  He added that he would like to continue that 
level of auditing indefinitely.  Councilmember McAustin concurred with the Mayor.  She 
said it was a modest increase in cost for a good return of value and good will, and that it 
would help maintain public confidence. Councilmember McAustin motioned that Option 2 
be the recommendation to the City Council.  Vice Mayor Kennedy seconded the motion. 

 
2. Resolution Authorizing the Financing of the Parking Access and Revenue Control System 

(PARCS) 
 

This report was presented by Vic Erganian, Deputy Director of Finance/City Treasurer.  Staff 
recommended that the City Council adopt a resolution authorizing the execution and 
delivery of PARCS equipment lease financing.  The true interest cost of the financing is 2.67 
percent for a term of 84 months or seven years. The amount of proceeds from the 
financing will be $3,252,694 which will be funded into an escrow account held at Deutsche 
Bank Trust Company.  The semi-annual payments will be $256,265.89 for a total aggregate 
payment of $3,587,722.46 over the term of the financing. The only issuance cost associated 
with this transaction is $5,000 in legal fees payable to the firm of Nixon Peabody, bond 
counsel to the transaction. 
 
Mayor Tornek inquired if, after the lockout, there was a prepayment penalty.  Mr. Erganian 
responded that there was no prepayment penalty.  Councilmember McAustin inquired if 
any payments had yet been made on the equipment.  Mr. Erganian responded that no 
payments have been made and that today’s action was to secure financing for the payment 
of the equipment. Vice Mayor Kennedy inquired if the City is accruing a cost until the 
payment is made.  Mr. Erganian responded no cost is accruing in absence of the payment. 
Vice Mayor Kennedy wanted to know the savings to the City if the operator provided the 
service and procured and maintained the PARCS versus the City buying it outright.  City 
Manager, Steve Mermell, responded that the option for the operator to procure the PARCS 
was not entertained so there was no number to provide regarding savings to the City. Vice 
Mayor Kennedy mentioned that Deutsche Bank was recently fined by the federal 
government.  Mr. Erganian responded that the equipment financing was through Deutsche 
Bank and Trust, a separate entity. 
 
The Finance Committee approved forwarding this report to the City Council. 

 
3. Amendments to Fiscal Year 2019 Capital Improvement Program Budget, Authorize 

Amendments to Contracts with Toro Enterprises (No. 31, 298) and Civilsource, Inc. (No. 
30780), and Adopt Road Repair and Accountability Act of 2017 (SB 1) Project List for Fiscal 
Year 2020 

 
Ara Maloyan, Director of Public Works, presented this report.  Staff recommended that the 
City Council amend the Fiscal Year 2019 Capital Improvement Program (CIP) budget as 
detailed in Attachment A of the report; authorize the City Manager to amend Contract No. 
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30,780 with CivilSource, Inc. to remove the annual spending cap of $200,000 per year and 
to allow the spending not-to-exceed the amount of $600,000 over the three-year contract 
term; and adopt by resolution the Road Repair and Accountability Act (SB 1) project list. 
 
Amendments to Active CIP Projects 
 
Item 1 - Under the “Amendments to Active CIP Projects” section of the report Mayor 
Tornek inquired about Item 1 relating to the sprinkler system and fire alarm system for the 
Central Library.  Mayor Tornek wanted to know what the $550,000 project cost was for.  
Mr. Maloyan responded that the $550,000 was for the design of a new sprinkler and fire 
alarm system for the Central Library.  
 
Item 7 - Vice Mayor Kennedy requested clarification regarding the reimbursement from 
Legacy for the $150,000 appropriation in Rose Bowl Operating Company (RBOC) 
Unrestricted Retained Earnings for installation of two donor signs in the Area H 
Recreational Loop.  City Manager, Steve Mermell, explained that, most likely because of 
timing issues, the money is being appropriated from the Rose Bowl funds with the 
expectation of reimbursement from Legacy.  He said Legacy holds those dollars, so there is 
no risk that the Rose Bowl would not get reimbursed.  Vice Mayor Kennedy requested at a 
later date, a fuller discussion on the topic of the relationship between the RBOC and the 
City. 
 
Councilmember McAustin inquired if there was a process relating to the approval of the 
design and location of the donor signs. Margo Mavridis, RBOC, responded that by 
recommendation of the City Council, the project was reviewed by the Design Commission 
in September 2018. 
 
Amendments to Non-active Projects 
 
Regarding the “Amendments to Non-active CIP Projects” section of the report, Mayor 
Tornek commented that it was worrisome how old the projects were in this section.  City 
Manager, Steve Mermell responded that some of the projects predated the current Public 
Works Director (Ara Maloyan) and that he commended Mr. Maloyan for cleaning up these 
projects rather than perpetuating them. 
 
Contract Amendments 
 
Mr. Mermell brought to Mayor Tornek’s attention the two contract amendments in this 
section of the report.  There was no discussion regarding these amendments. 
 
Approval of Road Repair and Accountability Act (SB1) Project List for FY 2020 
 
Mr. Maloyan explained that with the creation of SB1, the government code requires the 
City to pass a resolution to define the stretch of road that’s to be resurfaced and to report 
certain details to the Department of Transportation.  The begin date will be FY 2020; the 
completion date will be FY 2021 to resurface 4.3 miles of Orange Gove Boulevard for an 
estimated total project cost of $6,160,000; total SB1 funds to be appropriated in FY 2020 -
$2,300,000. 
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The Finance Committee approved forwarding this report to the City Council. 
 

D. INFORMATION ONLY 
 

1. Review of Key Performance Indicators (KPIs) 
 
The KPIs were handed out to the committee. The City Manager explained that the KPIs are 
staff’s response to comments from the City Council at last year’s budget hearings to update 
and make them more relevant.  Matthew Hawkesworth, Director of Finance, stated that 
the KPIs would be reviewed and discussed at the next Finance Committee meeting and 
invited committee members to send to his attention any questions and comments they 
may have. 
 

2. Second Quarter Financial Update 
 

Due to time constraints, there was insufficient time to discuss the financial update; 
however, Councilmember McAustin requested that the section of the update regarding 
parking citations be discussed at a later date stating that a 45 percent reduction in 
revenues from prior year is indicative a bigger problem.   

 
3. Bond Rating Follow-up – Hand-out; no discussion. 

 
E. ADJOURN 
 
 With no further business to come before the Finance Committee, the meeting adjourned at  
 5:37 p.m. 

 
      _________________________________ 
 Mayor Tornek Date 
 Chair, Finance Committee  
 
 
 

       _________________________________ 
 ATTEST: Lori Eubanks,  Date 
  Recording Secretary 
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Special Meeting Minutes 
FINANCE COMMITTEE 

Monday, March 11, 2019 ▪ 4:30 p.m. 
Council Chambers Room S249, Pasadena City Hall 

 
A. CALL TO ORDER:  The special meeting of the Finance Committee was called to order at  

4:30 p.m. 
 
Attendees (Absent as indicated): 
 
Councilmembers  Staff   

Mayor Tornek, Chair  Vic Erganian  Matthew Hawkesworth 
Victor Gordo  Theresa Fuentes  Steve Mermell 
John Kennedy (Arrived at 4:35 p.m.)  Julie Gutierrez   
Margaret McAustin     
 

B. PUBLIC COMMENT ‐ None. 
 

1. APPROVAL OF MINUTES ‐ February 11, 2019 ‐ The minutes were approved as submitted. 
 

C. NEW BUSINESS 
 

1. City of Pasadena Debt Profile 
 

Vic Erganian, Deputy Director of Finance/City Treasurer, presented this report.  In early 
Fiscal Year 2019 the Finance Committee requested that Finance staff present information 
regarding the City’s debt profile. This presentation was in response to that request. 
 
Mayor Tornek inquired why the Fitch Rating for the Electric Revenue Bonds was AA‐.  City 
Manager, Steve Mermell responded that when the credit agency issues a rating, they also 
provide the rational for doing so.  Mr. Mermell said he would obtain that information for 
the Mayor.  
 
Discussion ensued regarding the City’s per capita debt in comparison to other similar cities.  
City Manager, Steve Mermell, said that Pasadena’s debt is a bit higher, but he explained 
that it is difficult to compare Pasadena to other cities because of its unique facilities like the 
Rose Bowl Stadium and the conference center and because of the issues tied to the Fire & 
Police Retirement System (FPRS).  
 
Vice Mayor Kennedy inquired about how much additional debt the City could take on and if 
there were any red flags to be concerned about. 
 
Matthew Hawkesworth, Director of Finance, responded that it’s ultimately up to the City 
Council to decide how much debt they are comfortable with and how much General Fund 
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money they want to use.  In terms of red flags, Mayor Tornek noted the $200 million of 
debt tied to the Rose Bowl and the Rose Bowl’s bleak revenue forecast because of 
competition from newer venues.  Also, the Rose Bowl has additional capital improvement 
needs.   
 
Councilmember Gordo stated that the Rose Bowl does not have the benefit of Transient 
Occupancy Tax (TOT) revenues so it was unfair to put it in the same basket as the other 
operating companies. He said it’s an aging asset facing competition not only from new 
venues, but smaller ones as well.  He added that the Rose Bowl is at the mercy of 
neighborhood politics and the various markets that drive its revenues so it’s going to have 
its challenges. 
 
Mayor Tornek said time will be devoted at a separate meeting to discuss the Rose Bowl, 
but for the purposes of the City’s debt profile discussion, the objective is to start thinking 
about the City’s general credit worthiness and the impact of bonded debt on the City and 
how much room the City may have in terms of taking advantage of some capacity for 
future capital improvements. 
 

D. INFORMATION ONLY 
 

1. Capital Improvement Program – Fiscal Year 2019 Second Quarter Monitoring Report 
 
Mayor Tornek directed the committee members to review the Fiscal Year Second Quarter 
Monitoring report and submit to him specific questions for discussion at the next Finance 
Committee meeting. 

 
E. ADJOURN 
 
  With no further business to come before the Finance Committee, the meeting adjourned at  
  5:28 p.m. 
 
 
 

 
            _________________________________ 
  Mayor Tornek  Date 
  Chair, Finance Committee  
 
 
 

              _________________________________ 
  ATTEST:  Lori Eubanks,   Date 
    Recording Secretary 

 








































