
 
 

DEPARTMENT OF FINANCE 

 

March 20, 2020 
 

TO:  Steve Mermell 
  City Manager 
 
FROM:  Matthew E. Hawkesworth 
  Director of Finance 
 
SUBJECT: Financial Update 
 
Due to the COVID-19 Pandemic and the resulting financial crisis, the City’s revenues will 
be affected in the short and long term. This memo focuses on the immediate impact to 
the City’s General Fund between now and the end of the fiscal year. 
 
Taxes 

Based on initial discussions with the City’s property tax consultant, the revenue impacts 
for property tax are expected to be minimal and would largely be tied to late payments 
from the second half annual payment due in March.  
 
Sales Taxes will be immediately impacted with four months left in the fiscal year. The 
first and second quarters of the calendar year generate approximately $6.0 million in 
each quarter related to the following categories: Autos and Transportation, General 
Consumer Goods, and Restaurants and Hotels. These categories are highlighted since 
they have realized the most immediate impact. A decrease in sales for the remainder of 
the fiscal year of 75-80% overall is very possible due to what has taken place over the 
past two weeks. Since this is the first year of Measure I tax collection, the historical data 
is not available for comparison, but a drop in revenue is likely. Fortunately, Measure I 
revenue has been trending above the originally estimated $21.0 million, so it is possible 
that we could still hit this target. Additionally, in the event of a shortfall in Measure I 
revenue, the Pasadena Unified School District has received the required minimum 
amount of $5.0 million per the agreement. 
 
Transient Occupancy Tax (TOT) is paid with a one-month delay and impacts to the City’s 
revenues will be almost immediate. Based on industry reports and conversations with 
local operators, normal occupancy of 75-80% has been reduced to 15-25%. Occupancy 
of 25% for the remainder of the fiscal year would create a shortfall compared to 
budgeted revenue of approximately $5.4 million.  
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Construction, Utility Users Tax, Business License Tax, and Street Light & Traffic Signal 
Taxes may come in slightly lower, but likely will not have a cumulative impact of more 
than $1.0 million. 
 
License and Permit 

Year-to-date revenues for the entire category are under budget by $972,000 through 
the date of this memo. The largest revenue shortfall will come from temporary 
overnight parking permits, which could be as much $450,000. 
 
Charges for Service 

Paramedic Billing (EMS Billing) is expected to continue through the year and revenues 
should meet the budgeted amount. Shortfalls could come from an increase in unpaid 
fees from private payers, but in total that should have a minimal impact. Remaining 
charges for service are under budget as of the date of this memo by approximately $1.8 
million. Since many of these fees are user fees from programs or services, very little 
additional revenue will be received if the suspension of programs and services is 
sustained for more than a couple weeks. 
 
Fines and Forfeitures 

The majority of revenue from this category comes from Parking Citations and is 
currently under budget by $1.36 million. Depending on the extent of the suspension of 
parking enforcement, the revenue shortfall could be up to the $1.36 million. 
 
Other revenue categories not itemized are expected to come in at or above the 
budgeted amount. Based on the amounts detailed above, the negative economic impact 
to the City’s General Fund for the remainder of the fiscal year could easily be in the $15-
20 million range. 
 
All other funds continue to be analyzed by Finance and other departments. A more 
complete financial picture will be developed once staff is able to review various 
programs, grants, and utilities. Finance staff’s main focus is on the emergency response 
to COVID-19, the financial market turmoil as previously provided to you regarding the 
liquidity issues in the market and the volatile rates for variable rate demand bonds, and 
maintaining essential services.  
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May 15, 2020 
 

TO:  Steve Mermell 
  City Manager 
 
FROM:  Matthew E. Hawkesworth 
  Director of Finance 
 
SUBJECT: Update of the Financial Impact of COVID-19 
 
Following up from the memo from April 20, 2020, staff continues to analyze the impacts 
of the health pandemic and related financial market turmoil for long-term impacts. 
These events will have lasting impacts on the revenues and expenditures of the City and 
its Operating Companies. 
 
Total General Fund revenue losses between Fiscal Year 2020 (FY 20) and Fiscal Year 
2021 (FY 21) have increased to a projected $33.2 million, up from $29.7 million. The 
losses in FY 20 will be partially offset by underspending compared to the budget, but are 
forecasted for a net loss of $8.1 million. Revenue losses for FY 21 are forecasted at $13.8 
million, up from $8.5 million, and are planned to be offset by postponing all General 
Fund Capital Improvement projects in FY 21 along with additional operating reductions 
of $1.6 million. 
 
General Fund Taxes 

The Property Tax payment for April 2020 totaled $16.86 million, which is in-line with 
previous estimates and does not reflect signs of any significant delays in payments 
during April. A smaller yet significant payment is typically received in May, and that 
revenue will continue to be closely monitored.  

 
April Sales Tax revenue is an advance payment based off of prior year revenues. The 
California Department of Tax and Fee Administration notified cities in early April that 
they were reducing the advance payments by 20% in anticipation of lower actual tax 
reporting and the ability of businesses to delay tax payments through July. The City’s 
advance was reduced by 20%, but beyond that, prior quarter late payments remained 
stable and Measure I tax revenue came in as projected. Through May, Pasadena Unified 
School District will have received more than $7.0 million of Measure I funds in FY 20.  

 
Transient Occupancy Tax (TOT) revenues received in April were for hotel stays during 
March. Revenue losses were in-line with the significant anticipated losses; however, 
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several hotels did not submit timely payments. Outreach to the hotels by City staff and 
the Pasadena Center Operating Company has been ongoing and will continue. Hotel 
occupancies have improved in the last couple of weeks, but at a much lower average 
daily rate, due to reduced demand and the discounted offerings to first responders. The 
Langham and Constance hotels remain closed and the Sheraton Hotel closed effective 
May 7, 2020, for at least sixty-days. Additionally, Airbnb reported no taxable 
reservations for this period. Based on these factors, the FY 20 forecast will be adjusted 
downward by an additional $500,000 and the FY 21 forecast should be reduced by as 
much as an additional $3.0 million. 

 
Other taxes, such as the Utility Users Tax (UUT) continues to come in lower than the 
prior year as a whole, but this was the trend prior to COVID-19. Due to the billing in 
arrears of most utility services and then delayed payment on top of that, the City will 
likely not see any directly effects to UUT revenue for another month-or-two. Other tax 
revenue has remained stable with a surprising number of businesses regularly reaching 
out to coordinate renewal of their annual Business License Certificates. 
 
The Licenses and Permits category of revenue was received in-line with the average 
monthly revenue as a whole. While there were some drops in individual line items such 
as Overnight Parking Permits, some larger than normal payments were also received. 
Permit fees related to Utility Excavation Permits were significantly higher for the month 
as some utilities are taking advantage of the Safer at Home measures to complete 
needed repairs. 
 
Charges for Services were down about 15% compared to an average month of 
collections in April, which equates to about $175,000. Emergency Medical Service Billing 
(Paramedic Billing), the largest single revenue source in this category, was relatively flat 
compared to the monthly average. With call volumes related to emergency medical 
services down, revenue is expected to decline. 
 
Fines and Forfeiture revenue was down about 11% or $85,000 in April compared to an 
average month. All individual accounts were down for the month, but the largest drop 
was in false alarm penalties, likely a result of more people being at home.  
 
Daily deposits for April were down 40% compared to March, and the second half of 
March had already begun declining from the initial weeks of the Safer at Home orders.  
 
Fortunately, the City has a robust pooled cash and investment portfolio of more than 
$600 million and is well positioned to withstand reductions in daily deposits such as this. 
The overall duration of the investment portfolio has been shortened to ensure the City 
has ongoing adequate liquidity. 
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Personnel Expenditures 
The pay period that ended on April 26, 2020, indicated that total personnel related 
expenditures continue to trend well below budget. The CARES Act adopted by the 
federal government provides certain paid leave time to employees above and beyond 
the City’s regular leave policies. At this time, the federal government has not provided 
any means of reimbursement for the City. Hours recorded to these additional leave 
types are charged against the Benefits Fund, which could require additional 
contributions from the General Fund at year-end to offset any shortfalls. Total Benefits 
Fund charges for COVID-19 leave time through the April 26th pay period exceeded 
$368,000. 
 
Transportation Funding 
The Department of Transportation (DOT) has completed their initial fiscal analysis and 
forecasted losses in FY 20 totaling more than $7 million. Of that, $6 million is attributed 
to losses related to the Parking Division and about $1 million relating to the Transit 
Division. This forecast includes the assumption that the suspension of citations, towing, 
parking meter fees, among others, will continue through the end of June 2020.  
 
The Off-Street Parking Fund for parking garages is projected to lose $3-3.5 million in 
revenue through the end of FY 20. The On-Street Parking Funds related to parking 
meters and lots are projected to lose $1 million in revenue. The General Fund is 
projected to lose up to $2 million from citations, permits and boots, and these funds 
were previously considered in the General Fund’s total projected losses.  
 
Some measures are already in place and others are being developed to better position 
the department in response to the financial impacts of COVID-19. These include: 
 

 Completing the installation of the Parking Access and Revenue Control System 
(PARCS) this summer. 

 A new parking permit and citation management system will be fully 
implemented by fall, reducing back-office operating costs and improving the 
collection of delinquent citations. 

 Developing a Parking Strategic Plan to consider how parking can help stimulate 
and support the economic recovery of businesses.  Both short and long-term 
strategies will be developed. 

 Ongoing conversations with LA Metro regarding fair sharing of the CARES Act 
funding. 

 Refining operating plans that are scaled from reductions in services to business 
as usual. Including the frequency and/or suspension of routes. 
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Looking forward to FY 21, losses of sales tax revenue from transportation will occur. The 
department believes that in the near-term those losses can be offset through delayed 
capital spending and the use of the fund balance. 

 
 
CalPERS 
While the official monthly investment report will not be available for several weeks, 
CalPERS reported on their website that their investment portfolio value on April 30, 
2020 was $376.77 billion. Their portfolio balance as of June 30, 2019 was $370.5 billion, 
so while they have recovered from losses, they are still well below their 7% investment 
earnings target.  
 
The April 30th valuation represents earnings of 1.7% for the fiscal year. If the fiscal year 
were to close at that earnings rate, it would represent a loss from the required 7% 
return valued at approximately $77 million for FY 20. Those losses would be initially 
applied to the Fiscal Year 2023 rates and be funded using the 20-year amortization 
method. 
 
COVID-19 Estimated Costs and Funding Sources 
As of May 5, 2020 total incurred costs directly related to COVID-19 response are 
estimated at $4.43 million. The majority of expenditure totals are made up of $1.46 
million in personnel, $1.48 million in supplies and equipment, and $1.42 million in 
facilities.  
 
Attached to this memo is a detailed list of identified funding sources that will be used to 
help offset or reimburse the City for many of the above expenditures.  
 
Summary 

As Safer at Home measures continue, many economists have become less optimistic 
regarding a quick financial recovery. While some key revenues, especially Property Tax, 
have remained positive, other revenues such as TOT have trended even lower than 
initially anticipated. On Friday May 8, 2020 more than 300 Pasadena businesses were 
eligible to re-open under revised public health orders; however, less than 50 of those 
businesses opened immediately. The stark reality of the prolonged closures is that re-
opening is going to take significant time and will continue to take a toll on the entire 
Pasadena community. 
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