
 
    

 
 
 
 
 
 
 
 

 
This report summarizes the City of Carlsbad’s General Fund revenues and expenditures through December 31, 
2024. It compares revenues and expenditures for the first half of fiscal year 2024-25 and fiscal year 2023-24. 
In addition, the financial status of the Water, Wastewater and Golf Course Enterprise Funds are included. This 
report is for internal use only. The figures presented here are unaudited and have not been prepared in 
accordance with Generally Accepted Accounting Principles. 
 

General Fund Revenues 
 

Property Taxes ($34.4 million) – The majority of property tax revenue is 
collected in December and April each year. According to the County of San Diego 
Assessor’s Office, assessed values in Carlsbad have increased by 4.99% for fiscal 
year 2024-25. This is the 12th year in a row that Carlsbad’s assessed values have 
increased from year to year, and in line with assessed value increases with other 
cities in San Diego County for the year. The increase in this year’s assessed values 

is due to increases in the assessed values of residential, 4.8%, and industrial, 7.4%, properties in the city; the city 
saw a smaller increase, 1.5%, in commercial property values for the year. This is the 10th year in a row since the 
Great Recession ended that the city saw increases in assessed values in all three property components 
(residential, commercial and industrial). Although increases in residential assessed values were recorded for 
fiscal year 2024-25 and for-sale home prices are remaining steady, the county is experiencing historically low 
for-sale housing inventory as higher interest rates are decreasing home affordability. 
 
The property taxes for the first half of the fiscal year have increased by 5% as compared to the prior fiscal year. 
The primary reasons for the increase are: 

 Current taxes are up by $1,741,000 or 6.1% mainly due to increased assessed property values. The first 
installment of taxes was received by the city in December. 

 Supplemental taxes are down $259,000 or 35%, these taxes are driven by change in assessed value due 
to change in property ownership. 

 Aircraft taxes are also up $182,000 or 6% due to an increase in aircraft assessed values. 
 

Sales Taxes ($30.5 million) – For the first half of the fiscal year, sales tax revenues 
are $160,000, or 0.5%, higher than the same period in the previous fiscal year. 
Sales tax revenues to date for the current fiscal year represent the city’s sales tax 
revenues for the second and third calendar quarter of calendar year 2024 as well 
as the first advance for the fourth calendar quarter of 2024. 
 
  In fiscal year 2021-22, the city experienced accelerated recovery after the 

impacts of the COVID-19 pandemic. Fiscal year 2022-23 saw historically high levels of sales tax revenues driven 
by inflation and sustained by consumer demand. Fiscal year 2023-24 revealed a leveling off of sales growth and 
slowdown in consumer activity. This leveling off continues into the current fiscal year as revenue trends remain 
slightly lower than a year ago overall. Consumers are more likely to wait for greater improvement of household 
economic conditions before extending themselves again, inspiring the next sales tax growth cycle.   
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The largest economic segments in the city are automobile dealers, general consumer goods, and restaurants. 
Together, they generate approximately 63% of the city’s sales tax revenues. For sales occurring in the third 
calendar quarter of 2024 (the most recent data available), Carlsbad’s cash basis sales were up 2.9%, when 
compared to the third quarter of 2023. The city’s largest sector, auto dealers, showed higher new car sales, 
which is attributable to the correction of a taxpayer error. With this in mind, and on an economically adjusted 
basis, the city’s sales tax receipts were actually down approximately 6% over the previous year and driven mainly 
by a decline in consumer demand, likely in response to the sustained inflationary period combined with future 
uncertainty with the new administration. 
 

Transient Occupancy Tax ($19.7 million) – The city’s third highest General Fund 
revenue source on an annual basis is Transient Occupancy Tax (TOT or hotel tax), 
estimated at $34.8 million for the current fiscal year. A tax of 10% of the rent 
amount is collected on all occupancies less than 30 days (transient) in duration. 
Year-to-date TOT figures represent taxes collected on hotel receipts through the 
month of November 2024. TOT collected for the first half of the fiscal year 
reflects an increase of $612,000 or 3%, when compared to the previous year. 

 

Currently, there are 5,059 hotel rooms in the city and 449 registered short-term vacation rentals. The average 
occupancy of hotel rooms over the most recent 12 months has been 71.6% which is slightly higher when 
compared to this time last year of 70.3%. Average daily room rates in October, November and December of 2024 
were 3% higher than the previous year on average. While occupancy rates remain stable, it will be important to 
monitor the impact of average daily room rate fluctuations on occupancy rates moving forward. 
 

Business License Tax ($3.0 million) – All entities doing business in the City of 
Carlsbad are required to have a valid business license. Business license revenue is 
estimated at $6.6 million for the current fiscal year. Business license revenues are 
down by $128,000, or 0.4%, from the previous fiscal year. The decrease is due to 
a 2% decrease in license renewal revenue combined with a reduction in penalty 
revenue from overdue business license renewals. 
 

There are currently 9,925 active business licenses, 435 more than the prior year. The majority of taxed 
businesses (6,714 businesses) are located in Carlsbad, with 2,533 of these businesses home-based.  
 

Interdepartmental Charges ($2.6 million) – Interdepartmental charges are down 
by $437,000 or 14% when compared with the same period last year. These 
charges are generated through engineering services charged to capital projects; 
reimbursed work from other funds; and miscellaneous interdepartmental 
expenses charged to funds outside the General Fund for services performed by 
departments within the General Fund. The decrease this year is the result of the 
budgeted decrease in the miscellaneous interdepartmental expense charged 

from the General Fund to other funds, which is based on the city’s most recent cost allocation plan. 
 

Income from Investments and Property ($4.4 million) – For the first half of the 
fiscal year, income from investments and property is up $757,000 compared to 
the previous fiscal year. This increase is due to several factors including a 24% 
rise in yield from 2.49% as of December 2023 to 3.03% as of December 2024 
along with a 0.9% increase in the average cash balance held in the General Fund 
as well as interest earned of $471,000 fiscal year to date on the city’s Section 

115 Pension Trust. The City Council approved the establishment of a Section 115 Pension Trust in 2023 for 
purposes of mitigating CalPERS’ volatility, maintaining local control over city assets and preparing for potential 
future decreases in CalPERS’ discount rate. An initial contribution of $10 million was authorized by the City 
Council followed by a second annual contribution of $7.5 million in October 2024. 
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Inflation which had been on a historic rise for much of 2022 and into 2023 which resulted in the Federal Reserve 
increasing benchmark rates all the way to a target range of 5.25%-5.5% as of July 2023, the highest it has been 
in more than 20 years.  
 
The Federal Reserve began cutting interest rates in late 2024, first lowering the range to 4.75%-5.0% in 
September, followed by further reductions to 4.5%-4.75% in November and 4.25%-4.5% in December. Recent 
indicators suggest that economic activity has continued to expand at a solid pace, with the unemployment rate 
moving up but remaining low. Inflation has made further downward progress but remains somewhat elevated. 
While many experts predict additional rate cuts in the months ahead, the Federal Reserve has indicated it will 
proceed with caution.   

 

Recreation Fees ($1.8 million) – Recreation fees are generated through 
instructional classes, camps, youth and adult sports, special events, parent 
participation preschool, senior programs, and various aquatic programs. 
Recreation revenues are down by $160,000 compared to last year at this time. 
The decrease in revenue is due to the temporary deferral of class payments, 
which will be recognized when the classes occur. 

 

Development Related Revenues ($2.4 million) – Development related revenues, 
which include building permits, planning fees, building department fees, and 
engineering fees, reflect a 16% increase, or $332,000, for the first half of the 
fiscal year when compared to the same time last year.  
 
Development related fees are paid by developers to cover a portion of the cost 
of reviewing and monitoring development activities, such as plan checks and 

inspections. Engineering plan check fees are one of the first fees paid during the initial stages of development. 
Activity during the first half of fiscal year 2024-25 included permits associated with the new residential 
construction of 26 second dwelling units across the city, 65 condominiums (Coral Springs at Marja Acres), 97 
apartments (FPC Residential at Ponto and Romeria Pointe), 3 single family homes and various homeowner 
improvements. Commercial building permit activity included Grand Pacific Autograph Hotel (28,170 sq. ft.) 
Toyota of Carlsbad (26,665 sq. ft.) and additional footage for Palomar Airport Road car wash (3,111 sq. ft.). 
Industrial permit activity included three shell buildings (61,753 sq. ft.) in the Carlsbad Oaks North Industrial Park. 
 

One source of development related revenue is building permits, which are $1.04 million for the current fiscal 
year compared to $1.01 million from the prior fiscal year, a 3% increase.  
 

Franchise Tax ($1.7 million) – Franchise taxes are generated from public utility 
sources, such as San Diego Gas & Electric (SDG&E), trash collection franchises, 
and cable franchises conducting business within city limits. Franchise tax 
revenue is estimated to be at $8.9 million for the current fiscal year. Year-to-
date franchise taxes are $800 lower, or 0.1%, when compared to the same 
period last year.  
 

Cable television franchise revenues (Spectrum and AT&T) are down $70,400 representing a decrease in the 
number of subscription service subscribers (premium video, equipment rental, on-demand, and programming 
services) as more customers continue to move to streaming services. This was offset by an increase of $69,600 
in trash collection revenue mostly from contracted rate adjustments with Republic Services, the city’s waste 
services provider. 
 

SDG&E pays franchise taxes for the use of public land over which they transport gas and electric services. In 
addition, SDG&E pays an “in-lieu” franchise tax based on the value of gas and electricity transported through 
SDG&E lines but purchased from another source. The “in-lieu” tax was put in place to capture the franchise taxes 
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on gas and electricity that is transported using public lands, but which would not otherwise be included in the 
calculations for franchise taxes. Approximately 48% of the city’s franchise taxes are anticipated to be received 
from SDG&E in April 2025.  

 
Ambulance Fees ($3.7 million) – The city bills any individual who is transported 
in one of the city’s ambulances. Through December 2024, receipts from 
ambulance fees are up $336,000, or 10%, compared to last fiscal year. The 
increase in revenue for the half of the fiscal year is mainly due to changes to the 
ambulance fee schedule that the City Council approved in June 2024 based on 
an updated cost of service study (increases effective Sept 1, 2024). Billable 
transports totaled 3,829 in the first half of fiscal year 2024-25 versus 3,992 at 
the same time in the prior fiscal year.  

 
Other Revenue Sources ($232,000) – Other revenue sources have decreased by 
$109,000 when compared to the prior year and include revenues received by 
the city to offset the costs of special studies or projects for developers; 
reimbursements for damage done to city streets, rights-of-way, and other city-
owned property; donations; and miscellaneous reimbursed expenses. The 
decrease to date is related to a decrease in general reimbursed expenses when 
compared to the prior year. 

 
Other Licenses and Permits ($806,000) – Other licenses and permits consist of 
fire protection services, right-of-way, lagoon, grading, hazardous uses, and 
other miscellaneous permit revenues. These permits usually increase/decrease 
along with increases/decreases in development activity. Other licenses and 
permit revenues can vary throughout the year. To date, the increase of 
$278,000 over the prior year is primarily a result of increased right of way 
($90,000), coastal development and grading permits ($74,000) and fire 
inspection services ($47,000) when compared to the same period last year.  

 
Fines and Forfeitures ($188,000) – Fines and forfeitures represent fees 
collected for code violations, parking citations, overdue fines, and returned 
checks. The city recognizes revenues when the citizen pays the fine or forfeiture, 
as opposed to when the fine is imposed. The decrease to date of $3,000 is 
mostly due to a slight decrease in parking citations when compared to the 
previous fiscal year. 

 
Intergovernmental Revenues ($1,403,000) – Intergovernmental revenues 
include homeowners property tax exemption revenue and miscellaneous 
receipts and grants received from the state or federal governments, as well as 
local school districts. The increase of $413,000 received this year includes FEMA 
COVID-19 reimbursement of $780,000 which was offset by a decrease of 
$538,000 in state reimbursements received for two planning related state grant 
awards in the prior year. These state grants were completed in the prior year 
and no additional receipts this fiscal year will be received. 
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Transfer Taxes ($526,000) – When real property is sold, the County Assessor’s 
Office charges a transfer tax. The transfer tax rate in San Diego County is $0.0011 
multiplied by the selling price of the property. The city receives 50% of the 
transfer tax charged for sales within the City of Carlsbad. Revenues have 
increased by $8,000 over the same period last year due to an increase in 
property transfers. 

 
Other Charges or Fees ($574,000) – Other charges or fees are generated through 
the sale of city documents, such as staff reports, blueprints and copies; general 
fees collected for false alarms, easements and agreements, weed abatement 
and kiosk signs; and general services, such as mutual aid response, mall police 
services, emergency response services, reports, etc. These fees are down by 
$223,000, or 28% mainly due to a decrease in mutual aid response 
reimbursements when compared to the prior fiscal year. 

 
A detailed schedule of General Fund revenues is provided below: 

  

2% 

-28% 



 

Quarterly Financial Report   _______________________________________________________________ 6 

 
 
 
 
 
 
 
 



 

Quarterly Financial Report   _______________________________________________________________ 7 

Expenditures 
 

Total General Fund expenditures and encumbrances – those funds either spent or committed for specific 
expenses – through the month of December 2024 (the first half of the fiscal year) are $131.1 million, compared 
to $129.5 million at the same time last year. The remaining budget available through the fiscal year ending June 
30, 2025, is $122.2 million, or 48%. If funds were spent in the same proportion as the previous year, the General 
Fund would have 46% or $112.0 million available. Excluding transfers out, contingencies, and non-departmental 
charges, the percentage available on December 31, 2024, is 46.3%, 0.6% more than the 45.7% available on 
December 31, 2023.  
 
The fiscal year 2024-25 budget was developed with a focus on resiliency over the long-term during a time of 
continued economic uncertainty. The adopted budget prioritizes the goals in the City Council’s 5-Year Strategic 
Plan, which was based on input from thousands of community members and approved in 2022.  
 
The adopted budget eliminates the projected General Fund deficit from the five-year financial forecast that had 
been previously forecasted since 2019. A structural deficit describes a situation when projected ongoing 
spending is expected to increase at a faster rate than anticipated ongoing revenue. The city’s five-year financial 
forecast currently shows a balanced budget through 2031. 
 
Healthy revenues, increased efficiencies, cost reductions and new budget policies and practices over the past 
several years have worked together to close the gap. However, economic uncertainty remains as the city 
transitions from focusing on building and development to maintaining what has been created. As such, the 
adopted budget for fiscal year 2024-25 continues to focus on finding new cost savings and reducing ongoing 
spending while continuing to grow city reserves, prioritizing capital project funding and maintaining high quality 
service levels.  
 
The adopted General Fund budget for fiscal year 2024-25 increased by 10.0% or $21.5 million when compared 
to last fiscal year due to: 
 Increased personnel costs (increase of $4.6 million or 3.6%): 

o $1.3 million in salaries and wages due to negotiated salary increases offset by a reduction in total full-
time equivalent positions of 9.7. 

o $2.1 million in retirement benefits costs. 
o $0.2 million in health insurance costs. 
o $0.9 million increase in other personnel costs (Medicare, unemployment and disability benefits). 

 Increased maintenance and operations costs (increase of $0.7 million or 1.3%): 
o Overall, total maintenance and operations costs were projected with small increase, Fiscal year 2021-22 

and 2022-23 experienced inflationary increases ranging between 4.1% and 8.3% which drove the city’s 
need to contain costs and identify areas for reduction with minimal service level impacts. Although 
inflation has declined compared to previous periods, it was still ranging between 3.6% and 5.2% when 
the FY 2024-25 budget was being developed. As a result, the fiscal year 2024-25 budget adopted a 
minimal increase to maintenance and operations given the lingering inflation in the economy. 

 Increase in transfers to other city funds (increase of $15.6 million or 71.4%):  
o Per Council Policy 91, Long Term General Fund Capital Funding Policy, the city annually budgets 6% of 

General Fund revenues as a transfer to the Infrastructure Replacement Fund, General Capital 
Construction Fund and the Technology Investment Capital Fund to help fund major new construction, 
maintenance and replacement of city infrastructure and facilities and the city’s future technology needs. 
For FY 2024-25 this amounted to $14.4 million, split evenly between these three capital project funds. 

o $13.8 million in additional transfers, compared with $7.4 million last year, was budgeted for the General 
Capital Construction Fund resulting from the estimated General Fund surplus. The General Capital 
Construction Fund is funded by the General Fund and includes many capital projects programmed in the 
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future. The level of funding necessary to fully fund these projects is an increasing concern. This one-time 
transfer amount will assist with funding the city’s general capital construction into the future. 

 
CalPERS and pension funding has been and will continue to be a challenge for participating agencies. CalPERS 
administers the city’s defined benefit pension plan and costs have been increasing in past years as CalPERS 
addresses a structural shortfall in plan assets to cover unfunded liabilities. In support of CalPERS strategies for 
plan sustainability and as part of the city’s strategic, long-term approach to financial management, the city 
actively manages its unfunded pension liability. Since fiscal year 2016-17, the City Council has approved 
additional discretionary payments of $56.4 million to decrease future costs of the city’s unfunded actuarial 
liability and strive to achieve a minimum pension-funded ratio of 80% funded, with a target funded ratio range 
of 80% to 85%, in accordance with City Council Policy Statement No. 86.   
 
CalPERS latest actuarial valuation report (as of June 30, 2023), the city had a combined pension funded status of 
73.7%, reduced from the prior year’s status of 74.6%. This reduction was predominantly driven by CalPERS’ fiscal 
year 2022-23 investment return of 5.8%, below their target of 6.8% and will be reflected in the city’s required 
contributions in fiscal year 2025-26. 
 
The City Council approved the establishment of a Public Agencies Post-Employment Benefits Trust (Section 115 
Trust) in September 2023. This trust allows the city to stabilize pension cost volatility, maintain local control over 
the city’s assets and earn a potentially higher rate of return than if the assets were kept within the General Fund. 
The City Council approved an initial trust contribution of $10 million on September 26, 2023. As of December 31, 
2024, the city’s Section 115 Trust had a balance of $18,798,900. Considering the assets held by CalPERS as well 
as the assets held in the city’s trust, the combined pension funded status as of December 2024 is 75.8%. 
 
Identifying a potential structural deficit early has allowed the city to take a thoughtful approach to solutions, 
exploring new ways to reduce spending and increase revenue. While the projected future deficit has been 
pushed out beyond the 5-year forecasted period, city staff will continue to monitor financial and economic 
trends and provide regular updates to the City Council throughout fiscal year 2024-25. 
 
A detailed schedule of General Fund expenditures is provided on the next page.  
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Council Contingency 
 
The City Council has allocated $500,000 out of the General Fund budget for unanticipated emergencies or 
unforeseen program needs. Below is a listing of the City Council’s contingency:  
 

 
 

Donations 
 

Carlsbad Municipal Code 2.08.100 authorizes the city manager to accept donations on behalf of the city in an 
amount or of value of up to $5,000 per donation. These donations shall be used in accordance with the donor’s 
intent or added to the city’s contingency account. Below is a listing of all donations, that have been accepted by 
the city manager to date during fiscal year 2024-25:  
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Water Enterprise 
 

 
 

 
Revenues 

 Increase in water operating revenues due to increase in user rates effective January 2024, 
combined with a 5.3% increase in water volume sales. 

 Interest earnings increased due to a 24% increase in the yield of the Treasurer’s portfolio offset 
by an 14.7% decrease in the monthly average cash balance. 

 The increase in property taxes is primarily due to an increase in assesed property values. 
 The increase in fines is from rate increase of late and door hanger fees. 
 The increase in other revenues is from higher revenue due to a loss recovery and reimbursed 

work from other departments. 
 The decrease in miscellaneous service charges driven by private development requests.  

 
Expenses 

 The increase in staffing expenses due to negotiated salary adjustments in addition to annual 
required contribution to the city’s unfunded pension liability balance with CalPERS. 

 Lower interdepartmental expenses resulted from the annual update of the citywide cost 
allocation. 

 Purchased water expenses have increased from the prior year due to a 11.26% rate increase in 
the variable cost of water purchased from the San Diego County Water Authority (SDCWA) 
combined with a 8.3% increase in the amount of water purchased. 

 Outside services increase from pump and asphalt repairs in current year. 
 Miscellanous expense increased from various parts and equipment purchases. 
 Captial outlay decrease due to higher costs in piror year for excavator purchase.  

 
6.7% 

9.1% 
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Wastewater Enterprise 
 

 
 

 
Revenues 

 Charges for current services are higher than in the prior year due primarily to a 20% rate increase 
that went into effect in January 2024. 

 Interest earnings increased due to a 24% increase in the yield of the Treasurer’s portfolio 
combined with a 6.6% increase in the monthly average cash balance. 

 The decrease in other revenues reimbursement of charges received from Vista and reimbursed 
labor charges in prior year. 

 
Expenses 

  The increase in staffing expenses is due to negotiated salary adjustments in addition to annual 
required contribution to the city’s unfunded pension liability balance with CalPERS. 

 Encina operating costs increased from higher staffing and costs for chemicals, energy and 
insurance.  

 Depreciation increased from replacement of infrastructe has reached end of useful life. 
 

 
 
 
 
 
 

 
 

24.3% 

25% 



 

Quarterly Financial Report   _______________________________________________________________ 13

 
Golf Course Enterprise 
 

 
 
Revenues 

 Primary operating revenues at the golf course have remained relatively consistent year over 
year. Slight increase in demand combined with increase in rates.  

 Pro shop revenues decreased which was offset by increases in food and beverage, practice 
center and other revenues from interest earnings.  

 
 

Expenses 

 Course and grounds increase driven mostly by higher water use and rate. 
 Cost of sales decrease correlated to sales in pro shop and focus on lower margins in food and 

beverage. 
 Depreciation has increased from new assets placed in service for improvements and equipment. 
 Miscellaneous expenses slightly decreased from prior year invoices for utility cost savings.  
 Capital outlay higher in prior year from replacement of mower, utility carts and patio furniture. 

 

 

1.8% 

-4.4% 


