Introductory
Section

CITY
OF

Financial
Section
Notes to the Basic
Financial Statements

Special Revenue Funds

INTRODUCTORY SECTION

Required Supplementary
Information

Construction of Pasadena City Hall, 1926

December 18, 2019

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, 2019 (FY 2019) 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 assurance, rather than absolute assurance, that the
financial statements are free of any material misstatements.
This report was 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. The financial statements 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. 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 2019 fairly state
the City’s financial position. The independent audit involved examining evidence, on a test basis, that
supports 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
2019 and that these financial statements 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.
Under the current auditor contract, the City required the auditor to include sampling from every fund.
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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. The auditor’s report on internal
controls and compliance will be available in the City’s separately issued Single Audit Report.
GASB requires that management provide a narrative introduction, an overview, and an 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 the 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 fouryear 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 2019 population of 146,312, according to the California 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 (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
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Foothill Air Support Team (FAST) and the Foothill Workforce Development Board. These entities
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, 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 overspend 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 considered from
the broader perspective of the current environment in which the City of Pasadena operates.
The Current Economic Climate
The national economic backdrop is one of slow and steady growth. The real Gross Domestic Product
(GDP) grew by 2.0 percent during the second quarter of 2019 compared to 3.1 percent growth in the
first quarter of 2019. The GDP growth recorded in June 2019 also marked the record for the most
consecutive months of economic expansion, 121, dating back to 2009.
June 2019 saw nonfarm payroll jobs expand by 193,000. With employment gains for April and May
coming in at 216,000 and 62,000, respectively, that average monthly jobs created for 2019 thus far
stands at 165,000 per month. In contrast, 2018 saw nonfarm employment add an average of 214,000
jobs per month. The unemployment rate stood at 3.7 percent as of June 2019, slightly up from the May
2019 rate of 3.6 percent. The labor market continued to tighten as the average hourly earnings rose by
3.1 percent on an annualized basis in June. Mirroring GDP growth, the June 2019 employment growth
marked the 105th consecutive month of job gains.
The year-over-year Consumer Price Index (CPI) rose 1.6 percent in June 2019, which is now the
seventh month in a row this figure has been at or below 2.0 percent. Meanwhile, the year-over-year
Core CPI Index, which excludes food and energy components, rose 2.1 percent for the 12 months
ended June 2019. Over the past year, the food index increased by 1.9 percent while the energy index
contracted by 3.4 percent.
On June 27, 2019, the Governor signed the 2019-20 State of California Budget Act, which includes
$214.8 billion in spending. General Fund appropriations total $147.8 billion, a $9.1 billion (or 6.6%)
increase over 2018-19 budget expenditures. General Fund revenues are estimated at $143.8 billion for
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2019-20, which is $6.1 billion (or 4.4%) more than 2018-19 revenues. As the state’s economy has
recovered from the Great Recession, the past seven state budgets have significantly increased spending.
Because the state must continue to plan and save for the next recession, the 2019-20 budget takes a
more prudent approach of fully funding the Rainy Day Fund, and increases reserves to the largest
reserve in state history.
The California budget ends the year with total reserves of $19.2 billion and makes an extra payment
of $9 billion over the next four years to pay down unfunded pension liabilities. This includes $3 billion
to CalPERS and $2.9 billion to CalSTRS on behalf of the state, and $3.15 billion to CalSTRS and
CalPERS on behalf of schools.
Pasadena’s local economy continues to perform well with the June 2019 unemployment rate at 4.0%
compared to Los Angeles County as a whole, which was at 4.7%.
Commercial development continues to be robust. The Constance Hotel completed its final phase that
includes a pool deck, dining and special event space. The 179-room Hyatt Place hotel celebrated a
ribbon cutting and welcomed new guests in mid-December 2018 bringing a welcome addition to the
Paseo block, just in time for New Year’s. And, there are potential plans for up to as many as four other
new hotels in the City. Additionally, Transient Occupancy Tax related to short-term rentals has
performed slightly better than expected, with annual receipts of roughly $700,000.
Pasadena’s economic base includes many successful businesses particularly in the fields of finance,
healthcare and technology. High tech company Gemalto signed a lease for 56,000 square feet at 3100
New York Drive; First Financial Credit Union is moving its headquarters into Pasadena bringing 120
jobs; GM Cruise (General Motors self-driven car subsidiary) just leased 48,000 square feet vacated by
Community Bank; and Bluebeam software outgrew its office space on Lake Avenue and moved into
the historic Royal Laundry building on South Raymond Avenue in March 2019.
Lincoln Properties broke ground on its first phase of the Parson’s block that will include nearly 400
housing units, 200,000 sf. of new office space, and ground floor retail space along Fair Oaks
Avenue. Education and health services received a boost with the start of Kaiser Permanente’s School
of Medicine on Los Robles Avenue. Caltech has also moved forward with significant investments on
campus, the most recent being the Chen Neuroscience building which broke ground in the fall.
Home Depot purchased the property previously occupied by Avon Corporation and is working towards
opening a store at that location within the next two years, which will generate significant local sales
tax. In June 2018, Pasadena voters approved land-use regulations to permit a number of cannabis
operations as well as a related excise tax. It is anticipated that in FY 2020 the City will begin to receive
revenue as a result.
Several new restaurants have opened in the last year, creating an important balance to the retail sector
that has remained relatively flat. Overall, with the scope of new development and continued success
of local employers, Pasadena’s economy remains healthy.
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LONG-TERM FINANCIAL PLANNING AND NEXT YEAR’S BUDGETS AND RATES
The FY 2020 Adopted Budget was developed based on the City Council’s Strategic Plan goals. All
department performance measures and City activities are tied to one or more of the following 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 2020 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 $87.7
million for FY 2020 and continues the City’s efforts to maintain and enhance its physical plant.
Pasadena is a community where active citizen engagement is welcomed and encouraged; therefore, as
part of last year’s budget process, City staff initiated “Join the Conversation,” a robust public
engagement process to solicit input on the community’s key service priorities. This effort included
presentations to various community and business groups supported by an on-line survey that was
widely promoted through social media and other communication outlets. Hundreds of responses were
received indicating support for the following priorities.

Prioritized Services - Survey Results
Higher Priority
Preserving 911 emergency response times and
fire/paramedic services
Keeping fire stations open and upgraded
Addressing homelessness
Repairing streets/roads
Maintaining vital health services
Supporting quality public neighborhood schools
Continuing/improving local science, math and reading
classroom programs
Sustaining after school/summer youth programs
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These priorities are reflected in a variety of services funded by the Operating Budget as well as projects
contained within the Capital Improvement Program budget. On November 6, 2018 in support of the
financial well-being of the City and the ever-growing list of unfunded capital needs voters approved
Measure I, a 3/4 cent local sales tax improving the City’s ability to maintain essential City services and
its ability to reinvest in critical infrastructure. This local sales tax went into effect on April 1, 2019.
Measure I will be discussed later in this report.
The FY 2020 Adopted Budget totals $871 million overall. This amount includes an operating budget
of $712.1 million, capital appropriations of $87.7 million, and appropriations of $71.1 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. It provides for most basic City services including
public safety, public works, parks, and recreation. The Adopted Budget for the General Fund for FY
2020 is $274.4 million with estimated revenues of $274.9 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. The June 2019 forecast for FY 2020 is included below
as Exhibit A. By tracking and trending current and anticipated revenues and expenses, the forecast
provides a tool for the City’s policymakers. In recent years, the five-year projection indicated that
increases in operating costs, mostly in the personnel category, coupled with overall flat revenue growth
were leading the City to spend more annually than it brings in, thereby creating a structural deficit that
would grow if not addressed. In such a situation, the City’s fund balance i.e., its reserves would be
drawn down to fill the gap. While this might be less of a concern during relatively short periods of
economic downturn, it is not sustainable over the long-term.
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EXHIBIT A
General Fund Five-Year Forecast
FY 2019
Projected

FY 2020
Budget

FY 2021
Forecast

FY 2022
Forecast

FY 2023
Forecast

FY 2024
Forecast

Beginning Amount Available for Appropriations

$ 11,162,617

$ 8,864,788

$ 9,373,951

$ 9,373,951

$ 9,373,951

$ 9,373,951

Revenues
Tax Revenues
Other Revenues
Contributions/Svs. From Other Funds
Total Revenues

184,271,100
45,279,498
19,990,592
249,541,190

210,238,000
44,921,058
19,757,388
274,916,446

215,754,889
46,020,667
20,719,244
282,494,800

221,404,579
47,148,600
20,719,244
289,272,423

227,596,061
48,305,603
20,719,244
296,620,908

234,425,553
49,492,439
20,719,244
304,637,236

Expenses
Personnel
Debt Service
Contributions To Other Funds
Other Expenses
Total Expenses

157,633,190
13,598,271
15,591,987
62,844,988
249,668,436

169,180,369
10,744,034
23,362,920
71,119,960
274,407,283

179,279,598
10,601,562
14,507,378
72,117,221
276,505,759

186,487,848
10,756,679
13,902,782
74,924,453
286,071,762

193,088,543
10,989,133
14,180,838
76,911,892
295,170,405

199,324,074
10,991,972
15,395,346
78,027,746
303,739,138

509,163

5,989,041

3,200,661

1,450,502

898,098

9,373,951

15,362,992

12,574,612

10,824,454

10,272,050

Operating Income/(Loss)
Ending Amount Available for Appropriations
Reserve for Capital
Contribution to Policy Reserve
Net Income/(Loss) with Reserve Contribution

(127,246)
11,035,371
2,170,583
$ (2,297,829) $

509,163

$

5,989,041
- $

3,200,661
- $

1,450,502
- $

898,098
-

Consequently, over the past three fiscal years, the City has successfully executed a fiscal strategy which
reduced over $6.1 million in General Fund expenses, including the elimination of 22 vacant staff
positions, the de-funding of five other positions and additional reductions. Not wanting to reduce
essential City services and acknowledging the need to reinvest in critical infrastructure, the City
Council, in November 2018 asked Pasadena voters to approve a ¾-cent sales tax measure. Measure I,
which was passed by better than a 2/3rd margin, is anticipated to generate $21 million annually,
beginning in FY 2020. A separate advisory measure, Measure J, asked voters whether the City Council
should share 1/3 of Measure I revenues with Pasadena Public Schools, as the success of the City is tied
to the success of its schools. That measure received over 72% support of voters. This past March, the
City Council took action to approve a Memorandum of Understanding with the Pasadena Unified
School District to operationalize the will of the voters.
As indicated by the chart below, without the additional revenues provided by Measure I, the
Recommended Operating Budget for FY 2020 would have required reductions exceeding $3.6 million
to be balanced without the use of reserves. Thankfully, due to the passage of Measure I, not only is
the FY 2020 Adopted Operating Budget balanced, but more than $9.3 million was appropriated to fund
critical capital improvement projects.
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Given that the City’s capital needs exceed $428 million in identified but yet unfunded projects, coupled
with the reality that over time more proceeds from Measure I will be needed to balance the operating
budget, the City will likely need to consider a new debt issuance in two or three years, supported with
Measure I funds, to continue re-investment in its capital infrastructure.
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Noting current revenue and expense trends, there is a risk that in a few years, and not accounting for
an economic recession, expenses could once again begin to outpace revenues. This is because despite
a local economy that continues to expand, the growth in overall City revenues, even with Measure I,
may not keep pace with increases in the cost of providing City services. Particularly as it relates to
personnel costs which account for 62% of overall General Fund spending for FY 2020.
Most significant in the personnel cost category has been the dramatic increase in payments to the Public
Employee Retirement System (CalPERS), which provides pension benefits to former City employees.
The City’s total Unfunded Accrued Liability (UAL) stood at $511 million dollars as of the most recent
valuation, as of June 30, 2018. This amount represents the amortized dollar amount needed to fund
benefits already earned by current and former City employees. From a budgetary perspective, the City
has seen its PERS contributions rise from $29.3 million in FY 2014 to $58 million for FY 2020.
At the state-level there have been pension reforms. In 2013, the Public Employees’ Pension Reform
Act (PEPRA) went into effect. As a result of this act, persons hired after January 1, 2013 receive a
less generous pension formula and will have to contribute to the cost of their pensions. Currently, 30%
of the City’s workforce are covered by PEPRA. Unfortunately, it will take many years before these
changes make a dent in the City’s UAL. In addition, in Pasadena 100% of current CalPERS eligible
City employees contributed a combined $14 million towards their pensions in FY 2019. As of the
most recent valuation date of June 30, 2018, the Miscellaneous and Safety plans are funded at 71.8
percent and 71.6 percent of their unfunded accrued liability (UAL) respectively.
Recognizing the significance of the pension issue, in June 2017, the City Council allocated $12.5
million towards the establishment of an IRS Section 115 Trust, split $10.5 million for pension and $2.0
million for other post employment benefits. A 115 Trust is an investment vehicle that allows the City
to invest funds to pay for future pension and benefit liabilities. The June 2019 balance in trust is $13.3
million. Given the size of the City’s UAL, $13.3 million represents merely a fraction of a single fiscal
year’s PERS and other benefit payments. However, if additional dollars are added to the Trust, using
one-time revenues and surplus funds at the end of each fiscal year, over the course of the next few
years, the City can build up reserves sufficient to reduce the impacts of future General Fund pension
and other post employment benefit contributions. Staff will review various options for maximizing
the value of the Trust with the City Council Finance Committee.
As indicated by the following chart, the Pension issue will become even more pronounced over the
next decade or so.
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Fiscal Drivers
The City’s three major revenue sources; property tax, sales tax, and utility user’s tax, account for 54.2
percent of the General Fund’s overall revenues. These revenues show a mixture of growth and decline.
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. Total assessed values increased 5.7 percent. This
one source represents 26.1 percent of total general fund revenues. Continued strong growth is projected
for the next few years as several large developments are underway which will add to the City’s existing
total assessed property valuation (both residential and commercial) of more than $32.8 billion. For FY
2020, property taxes are projected to be $68.8 million.
Pasadena’s sales tax revenue was the strongest growth area from a cash perspective. The City’s
receipts from April through June of 2018 were less than expected due to the state’s transition to a new
software and reporting system that caused a delay in processing thousands of payments statewide and
has caught up in 2019. The City is projecting increased sales tax collections due to the passage of
Measure I, the local 3/ 4 percent local sales tax and the South Dakota v. Wayfair, Inc. (Wayfair) lawsuit
that has changed the definition of “physical presence” and results in increased allocation of sales tax
on remote sales that are delivered to Pasadena locations. For FY 2020, sales and use tax is projected
to be $56.8 million.
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 2017. This decline has continued into FYs 2018 and 2019 as reduced
consumption of both water and electricity occurred along with the continued shift from traditional
cable service. Increased usage of cellular phones provides some relief; however, carriers continue to
lower prices or bundle more services and more people are eliminating their residential landlines
resulting in limited new net revenue. For FY 2019, UUT revenue declined $.8 million to $27.0 million;
which is a 3.2 percent reduction. FY 2020 UUT is projected to be $27.5 million.
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The City’s Transient Occupancy Tax (TOT) continues to be a steady revenue source boosted by
increased travel to Pasadena and new developments that have either opened or are underway. The new
Hyatt Place Hotel at The Paseo has stabilized during their first year of operation and has achieved a
healthy occupancy rate. Other hotel expansions along with TOT on short-term rentals provide strong
growth for TOT revenue, helping to improve the General Fund five-year forecast. For FY 2020, TOT
is projected to be $18.3 million.
A significant internal revenue source for the General Fund is 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. The transfer for FY 2020 is budgeted to be $439,000 less
than FY 2019, for a total of $17.4 million. In 2017, the City was sued in a class action lawsuit entitled
Komesar v. City of Pasadena, challenging the validity of Charter-authorized transfers from the Light
& Power Fund to the General Fund amounting to approximately $14.5 to $17.6 million annually. The
lawsuit seeks a refund of the transferred funds. The City is vigorously defending the case.
ADDRESSING FISCAL CHALLENGES
Past prudent fiscal management on the part of the City Council has allowed Pasadena to maintain a
AAA credit rating on its General Obligation bonds by Standard and Poor’s and a AA+ rating from
Fitch ratings. Moreover, the City’s current General Fund emergency and operating reserve is funded
at a combined 20%, which equals $50.8 million. Consequently, Pasadena’s fiscal position is strong.
To maintain this strength, the key fiscal challenge going forward is to ensure that expenses do not
exceed revenues and that there are sufficient funds to reinvest in critical infrastructure; something that
has been lacking over the past decade or so. With this in mind, enhancements approved in the FY 2020
Adopted Operating Budget were very limited totaling $505,000 (of which $357,000 were one-time
expenditures), and as discussed below, the vast majority of available funds ($9.375 million) were
appropriated to address a number of the City’s pressing capital improvement program needs.
In the Operating Budget, staff recommended the following enhancements:
•

•

•
•

Paramedic training for Fire Fighter staff. Fire Fighter Paramedics staff the City’s fleet of five
Advanced Life Support Ambulances. Additionally, it is our goal to have at least one Fire
Fighter Paramedic on each Fire Engine and Fire Truck. In order to maintain this level of service
additional Fire Fighters need to be trained as Paramedics - $317,000;
Addition of a Case Manager to further the City’s existing Homeless Outreach efforts - $80,000.
Homelessness is arguably the most difficult issue facing the City today as its causes are several,
the problem regional and permanent solutions difficult to implement. The City operates a
number of effective programs, but given the scale of the problem, additional resources are
needed;
Addition of 1.00 FTE Recreation Site Coordinator at Washington Park. The neighborhood
surrounding this heavily used park in the north-central area of the City would benefit greatly
from additional programming - $68,000; and
To ensure the most complete count of Pasadena residents, funds are recommended for Census
outreach - $40,000.
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In the Capital Improvement Program Budget, staff recommended the following priorities:
•
•
•
•
•
•
•
•

Replacement of 9-1-1 emergency communications equipment - $2.0 million, total project cost
estimate $8.0 million;
Fire Station renovations and improvements - $3.0 million, total project cost estimate $3.0
million;
Citywide facility improvements (Jackie Robinson Community Center and La Pintoresca
Library) - $1.0 million;
High-voltage street light replacement/conversion - $1.0 million, total project cost estimate
$11.5 million;
Colorado Street Bridge suicide prevention barriers - $750,000, total project cost estimate $3.0
million (funding approved by City Council on May 20th, 2019 as part of FY 2019);
City Hall building security management - $625,000, total project cost estimate $1.0 million;
Fire alarm and sprinkler system for Central Library - $500,000, total project cost estimate
$1,050,000; and
ADA sidewalk improvements/replacement - $500,000 additional funding to supplement $1.0
million annual General Fund contribution and $500,000 in Community Development Block
Grant funding.

While the focus of this Transmittal Letter is largely on the General Fund, the fiscal health of many of
the City’s special revenue and enterprise funds continue to be challenged, and the adopted budget
includes the use of fund balance (i.e., reserves) for programs supported by some of these funds. The
Library and Information Services Department, which is primarily supported by a mandatory General
Fund contribution of more than $11.8 million in order to continue collecting the Library Special Tax,
which itself expires in 2023, is using $204,000 of fund balance to continue existing operations. The
five-year forecast for the Library Fund shows that future and substantive reductions will be required
to bring expenditures in line with revenues.
The City’s Off-Street Parking Garages have historically been self-funding with revenues covering the
expenses of operating the garages. However, as operating costs have increased over time and the
facilities have aged (most are 30–40 years old) the Off-Street Parking Fund has been expending its
reserves on both operational and maintenance expenses. While expenses have grown, revenues have
not kept up because the rates charged for parking have not changed in 15-20 years. Moreover, recent
trends in travel and retailing are affecting parking demand and are beginning to reduce parking
revenues. The five-year forecast for the Off-Street Parking Fund indicates that serious consideration
as early as FY 2020 should be given to updating the rates charged for parking. Without an increase in
revenue or a dynamic fee structure that responds to parking demand, which should include shortening
or eliminating free periods for parking, it is likely that General Fund support will be needed for the
garage system in the next five years.
The Health Fund was established to account for all grants received for the provision of health services
that are restricted by grant award agreements and state health realignment funding requirements. In
fiscal year 2019, the Fund ended the year with a significant shortfall largely attributable to delayed
state reimbursements, program performance challenges, allocations of pension and other retirement
benefits, and lower than expected health realignment funding. Health expenses increased by $1.6
million or 16.3 percent as the health department launched three new grant programs and incurred $0.6
million more personnel costs and $0.4 million more operating costs. The department other expenses
increased by $0.6 million primarily due to additional GASB 68 pension costs and GASB 75 OPEB
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expenses. The Health Department is committed to addressing the deficit fund balance and deficit
spending.
The City’s Workers Compensation Fund is underfunded and rates charged against departments/funds
have been increased to meet current costs and begin reducing the fund deficit. Management has
reviewed the deficit, and is working to correct the situation through a combination of injury prevention
programs, training programs, reduction of claim severity, improved processes for return-to-work
procedures, medical management, and minimizing delays in all aspects of claims handling.
The General Fund budget for personnel costs for FY 2020 totals $169.2 million. This represents an
increase of $10.2 million from $159.0 million in FY 2019.
The City’s Rose Bowl Operating Company (RBOC), with an annual budget that exceeds $50 million,
is facing increased competition from smaller venues in the region and the soon to be opened
professional football stadium in Inglewood. Additionally, the decline in the popularity of golf has
significantly impacted what had traditionally been a significant revenue source for the RBOC. To its
credit, by hosting concerts and other special events as well as building a strong relationship with the
Legacy Foundation, the RBOC has been able to maintain its operations and manage the debt service
on the $231.7 million in bonds issued by the City in support of the Stadium’s 2010 renovation project
and past projects, without support from the General Fund. Unfortunately, given the many challenges,
this may not always remain the case.
Unfunded Liabilities - Other Post-Employment Benefits
An actuarial study of Pasadena’s Other Post-Employment Benefits (OPEB) relating to retiree health
benefit liability was updated in 2019, reflecting a June 30, 2019 Measurement Date. This study was
performed to comply with the employer financial accounting requirements under Government
Accounting Standards Board (GASB) Statement No. 75 (Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions). The report determined that Pasadena’s
June 30, 2019 Net OPEB liability was approximately $77.0 million, up from the $70.3 million reported
a year ago, an increase of $6.7 million. The Net OPEB Liability takes into account the $2.1 million
that the City has set aside for future payments in a Section 115 Trust. The GASB 75 study provides
an Actuarially Determined Contribution of $7.0 million for FY 2020 and $7.1 million for FY 2021.
These are recommended target contributions and assumes the City has the ability to contribute on an
annual basis. Pasadena is currently using a pay-as-you-go methodology and pays only the amount
needed to fund the monthly benefits. Continuing the pay-as-you-go method will significantly increase
the Actuarially Determined Contribution and OPEB liability in future years.
FY 2020 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
improvements through the City’s five year FY 2020–2024 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.
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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 five-year CIP includes 203 active projects with a total estimated cost of $888.2 million.
Addressing major deferred maintenance and upgrades of City-owned infrastructure is one of the City’s
core responsibilities. The FY 2020 CIP budget contains 27 new projects and appropriates $87.7 million
to 140 projects. 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 2020 appropriations by major project category:
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The City has adopted and updates 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 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.
Some categories of projects 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 has increased
funding is pavement improvements. In recent years, Pasadena has allocated $1.5 million per year for
street resurfacing. This amount of investment is not sufficient to prevent further deterioration of their
overall condition. For the second year, the FY 2020 CIP budget is able to fund more resurfacing
increasing from four to seven miles of city streets. This is possible due to an influx of revenue $2.38
million in the Road Maintenance and Rehabilitation Account (RMRA) – SB 1 dollars; $1.3 million
Surface Transportation Program (STP) funds.
Due to the passage of Measure I, an additional $9.4 million of General Fund will be appropriated to
various high priority capital improvement projects as part of the FY 2020 CIP Budget. These projects
include fire station renovations and improvements; design for the replacement of Fire Station 37;
design of the Colorado Street Bridge suicide mitigation enhancements; enhanced levels of sidewalk
improvements; the conversion of high-voltage series street lights on Arroyo Boulevard and Marianna
Road; 911 emergency radio communication equipment for the Police Department; roof and HVAC
system replacements at La Pintoresca Library and Jackie Robinson Center; and the design of an
upgraded sprinkler and fire alarm system at Central Library.
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 City has received preliminary notice that approximately $2.8 million of Measure M Multi-year Sub-regional Program funding may be awarded to the City later this fiscal year for two
complete street projects: Avenue 64 from Colorado Boulevard to South City Limits and North Hill
Avenue from North City Limit to Villa Street (design phase), and for the purchase of replacement
transit vehicles.
Despite this additional funding for CIP projects, it is still not enough. The FY 2020 CIP Budget
identifies future funding needs of $747 million. While a funding plan for approximately $340 million
of this future need has been identified, $428 million is still unidentified. Some of the more significant
unfunded needs are: $119 million for the replacement and/or expansion of seven fire stations; $33
million to construct a new Transit Operations Maintenance Facility; $34.4 million for the
implementation of specific plans; and, $69.2 million to fully implement park master plans. Pasadena
must strategically develop a funding plan to address these unfunded capital deficiencies as the needs
only continue to expand.
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 utility infrastructure and
to improve system reliability for customers.
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The complete FY 2020 to FY 2024 CIP document is posted on the City’s website under the Public Works
Department pages at: https://ww5.cityofpasadena.net/public-works/engineering-and-construction/capitalimprovement-program/

FISCAL YEAR 2019 ACCOMPLISHMENTS
While it is critically important that the City maintain strong fiscal health and address its multiple
infrastructure-related issues, it must also take time to acknowledge positive improvements. Examples
of FY 2019 accomplishments include:
 Adoption of a balanced budget for the seventh consecutive year, consistent with the City
Council’s goal to maintain fiscal responsibility and stability;
 Maintained City’s reserves above pre-recession level;
 Successfully passed Measure I, a local sales tax that will provide $21,000,000 in revenue, 100
percent of which goes to the City of Pasadena, and Measure J, which advises the Pasadena City
Council to uses one-third of the sales tax from Measure I to protect and strengthen our public
schools;
 Solicited residents’ input prioritizing City services through the “Join the Conversation”
community outreach endeavor. Through an on-line survey, social media postings and
presentations by City staff to nearly 50 meetings of community groups, organizations,
commissions and neighborhood associations, received citizens’ opinions on which City
services are most vital to maintain should budget reductions be required
 Worked cooperatively with Pasadena Unified School District to develop a memorandum of
understanding for implementing Measure J funds;
 Completed the annual Citywide risk assessment;
 Started the Pasadena Administrative Citation Enforcement (PACE) Program, which is a
collaboration of the City Attorney’s Prosecution division and nine other departments and
agencies to address code violation and to secure prompt payment of appropriate fines by
offenders;
 The City Clerk’s Records Management Division imported and archived over 13,949 building
plans, rebate forms, and other departmental records in the new ECMS application, resulting
in a net reduction of 1, 097 cartons held in storage;
 Fire maintained an ISO Class 1 Public Protection Classification rating. The Class 1 rating is
the highest possible given to any fire department nationwide; a Class 1 ISO rating generally
offers lower premiums in local business and residential property insurance premiums;
 Assisted in eleven (11) strike teams and fire-line deployments between July 2018 and
December 2018 as part of the California Fire and Rescue Mutual Aid system to fight fires
and assist with regional disasters;
 City conducted first Pasadena Outreach Response Team (PORT) to better serve the homeless
population and find new ways to help transition them to permanent housing;
 Completed and received federal approval of the City’s Local Hazard Mitigation Plan
 Fire is one of two fire departments in Los Angeles County piloting the new Provider
Impression Treatment Guidelines to increase EMS autonomy, accountability and enhance
patient care;
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 Inclusionary housing: 56 affordable units were completed, under construction, or permitted.
In-Lieu Fee receipts totaled $2,810,840;
 Assisted housing: 21 affordable units were completed during FY 2019 from residential
developments that were financially assisted by the City;
 Housing Preservation: The City entered into a Disposition, Development and Loan
Agreement with Retirement Housing Foundation for the financial restructuring, renovation,
and preservation of the Concord Apartments, a 150-unit affordable rental housing complex
for seniors;
 Celebrated the grand re-opening of the newly renovated, state-of-the-art Robinson Park
Recreation Center;
 For the second year in a row received “Best of the Best” award from the California Park and
Recreation Society in digital media;
 Through the Youth Ambassador and Sumer ROSE Programs, provided paid jobs to 199
Pasadena youth and young adults;
 Expanded free public Wi-Fi service to Washington Park, Vina Vieja Park, Memorial Park,
Central Park, and the Robinson Park Recreation Center;
 Completed the infrastructure changes required to merge Pasadena and the City of Glendale’s
radio channels to increase resiliency and redundancy of the radio system in support of Public
Safety and municipal operations;
 Adopted regulations related to cannabis, a hotel conversion ordinance, and approve the Art
Center Master Plan;
 Homeless Outreach-Psychiatric Evaluation (HOPE) continues to be a regional leader in
assisting homeless individuals suffering from chronic homelessness. The model of having a
clinician directly partnered with a Police Officer is employed by several police agencies in
Los Angeles County, and Hope Officers and supervisors are frequently consulted by outside
agencies in reference to our operations;
 In 2018, HOPE personnel handled 3,641 calls for service which resulted in 3,768 hours saved
for patrol personnel;
 Public Health Department developed an Urban Wildlife Management Plan to guide the City’s
response to human and wildlife interactions;
 The Public Health Emergency Preparedness Program continues to support public health
disaster response activities through training and exercising in coordination with local
partners. The Department conducted 6 full-scale exercises including two facility set-up drills
for the Department Operations Center, a facility set-up to dispense antibiotics in response to a
bioterrorist event, a disease outbreak response exercise, a Medical Point of Dispensing
(MPOD) exercise to administer seasonal influenza vaccines, and an Emergency SchoolLocated Vaccination exercise at six Pasadena Unified School District elementary schools;
 Received Tree City USA and Tree City USA Growth Awards for the 29th year. Planted 653
trees and pruned 16,669 trees;
 Installed new synthetic turf at Robinson Park and Villa Park;
 Completed construction of Desiderio Park, Robinson Park Recreation Center, and the Habitat
Restoration at Hahamongna Watershed Park;
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 Installed over 135 curb ramps and repaired over 138,000 square feet of sidewalks and
approximately 7,150 linear feet of curbs and gutters;
 The Citizen Service Center (CSC) answered over 70,000 calls (74 percent within 30 seconds)
and received over 32,000 web and mobile application service order requests;
 Completed Measure M Multiyear Sub regional Program (MSP) funding recommendations for
FY 2018 through FY 2022;
 Put into service four new Pasadena Transit larger capacity 35-foot buses;
 Awarded contract to implement a new Parking Access Revenue Control System in eight
City-owned garages;
 Completed and filed the 2018 Power Integrated Resources Plan (“IRP”) with the California
Energy Commission. The extensive 20-year energy needs blueprint is compliant with Senate
Bill 100 requirements and was developed in collaboration with community stakeholders;
 Collaborated with other City Departments to accelerate Electric Vehicle adoption in
Pasadena and identified four locations for the installation of nearly 150 charging stations for
public and city fleet use;
 Maintained APPA’s prestigious Reliable Public Power Provider Platinum designation for
providing the highest degree of reliable and safe electric service;
 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,
2018. This was the 20th 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;
 Maintained a “AAA” issuer rating issued by Standard & Poor’s, the highest rating given. The
City continues to hold a AA+ issuer rating from Fitch Ratings with a stable outlook.
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 2019 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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