
Report Overview
This report summarizes the City’s fi nancial performance for the six months ended December 31, 2014.  Financial analysis 
for this report is provided for the General Fund and Capital Improvement Projects Program. The fi gures presented 
here are unaudited. The revenue projections and expenditure budgets include adjustments for carryovers and any 
supplemental appropriations made by City Council as of December 31, 2014.

Economy
The City of San Marcos’ economic trends appear to mirror the San Diego region in general. San Diego County rounded 
out the year with outstanding job growth and a dramatic decline in unemployment, largely due to an above average drop in 
the labor force. Overall, over 44,500 jobs were added in San Diego County over the past year.  

Decreases in gas prices means more money to spend on things other than gasoline. Additionally, an increase in the state 
minimum wage from $8 to $9 will boost incomes that will, in turn, put dollars back into the local economy. Consumer 
confi dence advanced for the ninth month in a row, which is important since consumer spending is typically two-thirds or 
more of economic activity.

Although residential units authorized by building permits continue to lag, strong job growth and increasing incomes propel 
housing demands. The national Index of Leading Economic Indicators continues to be strong and has either advanced or 
remained unchanged for ten straight months, supporting a positive trend for our local economy.

General Fund
The General Fund is the general operating fund for the City 
and includes multiple programs, services, and activities to 
the citizens of San Marcos.

For FY 2014-15, the City is projected to maintain a positive 
operating position. At the end of the second quarter of each 
fi scal year, expenditures typically exceed revenues as a result 
of the timing of property tax and sales tax receipts, which are 
the City’s largest two revenue sources. A better picture of the 
City’s operating revenues can be seen at the end of the third 
quarter. 

With 50% of the year complete, General Fund revenues 
are at 31.86% of projections which is very typical for this time 
of year due to the cyclical receipts of most revenues. 
Expenditures are at 52.23% which is trending on track 
at this time. (cont.. on page 2.)
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The FY 2014-15 original adopted budgets for revenues and 
operating expenses is $63.8 million and $63.7 respectively.  
The operating expenditure budget has been increased by 
$398,156 due to carryover appropriations from FY 2013-
14 and the use of one-time reserves in the amount of 
$8,841,425 for the Lowe’s building purchase/lease tenant 
improvements and $6,537,501 of the DMV partnership 
contribution both approved by City Council.

General Fund Revenues
Sales Taxes: For the fi rst six months of the new fi scal year, 
sales tax revenues are approximately $3.9 million and are 
3.76% higher than the same time period in the previous fi scal 
year.  Sales tax revenues for the year represent the actual 
sales tax receipts for the second and third quarters of the 
calendar year, as well as the fi rst advance of the City’s fourth 
calendar quarter of 2014 sales tax revenues. Advances are 
based on prior year activity adjusted by either a positive or 
negative growth factor, and are not a true indicator of the 
current economy. The State Board of Equalization applied a 
positive 8.5% growth factor to the monthly advances for the 
fourth calendar quarter of 2014.

For sales occurring in the third calendar quarter of 2014 (the 
most recent data available), key gains were seen in autos and 
transportation, restaurants, and food and drugs. Key declines 
were seen in building and construction and business and 
industry.

Property Taxes: The majority of property tax revenue is 
collected in December and April each year. According to the 
County of San Diego Assessor’s Offi ce, assessed values in 
San Marcos have increased by 8.72% for fi scal year 2014-
15 which is higher than the average of all city growth in San 
Diego County of 6.02%. The increase in this year’s assessed 
values was mostly attributable to increases in residential 
and commercial properties, which refl ects a continued 
improvement in the housing market and new construction.

Licenses and Permits: Licenses and Permits revenue consist 
of franchise fees, business license fees, building permits, and 
other building and planning permits and fees. Franchise fees 
are generated from public utility sources such as San Diego 
Gas and Electric, trash collections, and cable franchises 
conducting business within City limits. This revenue is 
collected quarterly and yearly starting in the second quarter 
of the fi scal year. Building and other permit revenue such as 
grading, electrical, mechanical, and plumbing are trending 
lower than the same time period in the previous fi scal year but 
are in line with budget at this point.

Intergovernmental: Includes federal, state, and local grant 
revenue, fi re mitigation fees, recycling revenue, motor vehicle 
fees, and state mandate reimbursement. The majority of 
this revenue is collected quarterly and yearly starting in the 
second quarter of the fi scal year.

Charges for Services: Includes various plan check and 
zoning related fees, administrative fees, ambulance billings, 
and community service revenue from various recreational 
activities. Charges for services are tracking at 53.58% of 
budget.

Fines & Forfeitures:  Includes vehicle, parking, and court fi nes 
as well as miscellaneous penalty fi nes. At 50.19% of budget, 
these revenues are tracking on target with budget.

Use of Money & Property: Includes realized and unrealized 
investment income and rental income. Rental and ground 
lease revenue from the Civic Center make up approximately 
60% of this budget. A sale of City property took place in July 
2014, unanticipated at the time of budget, resulting in higher 
revenue for the reporting period. Recurring rental income is 
on target with budget for this reporting period. 

Other Revenues: Developer Fees and other Miscellaneous 
Revenue are often one-time revenues and vary year to year.  
Other Financing Sources are transfers from other City funds 
for general fund reimbursements for operations related to the 
Community Facilities Districts and the Creekside Marketplace 
Fund. These transfers typically take place at the end of the 
fi scal year.
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General Fund Expenditures
As of December 31, 2014, $41.5 million or 52.23% of the 
General Fund operating budget had been expended. Functional 
areas in the General Fund are performing at expected budgeted 
levels. 

During this past quarter, City Council approved the use of 
reserves for two projects within the City.  Use of reserves in the 
amount of $8,841,425 was approved for the purchase of the 
former Lowe’s building and subsequent tenant improvements 
to be made for WinCo and Hobby Lobby expected to be 
completed in the second quarter of 2015.  Another $6,537,501 
was also approved as a partnership contribution to assist in the 
construction of the California State Department of Motor Vehicle 
(DMV) building at 600 Rancheros Drive.

Capital Improvement Projects Program
The Capital Improvement Projects Program (CIP) budget 
is comprised of $25.7 million of appropriations approved 
for FY 2014-15. Approximately 6.36% of the CIP budget 
has been expended at the end of the second quarter.  

CIP projects are complex multi-year projects. During the 
annual budget process staff projects the project milestones 
that will be completed in future fi scal years. However, the 
actual timing of projects can vary based on several factors.     

Expenditures by project through December 31, 2014 are 
summarized in the left table. 

The City is actively working on a number of key projects.  
The University District’s Quad third and fi nal phase has 
been completed. The parking garage for the University 
District’s next project, Block C, is underway.  Block C is a 
mixed use project located immediately north of the Quad.  
As part of this project, a pedestrian paseo and urban plaza 
will be constructed.

Armorlite Drive design is complete and construction 
is scheduled to begin in April. Improvements include 
street parking, bike facilities, pedestrian pathways, 
lighting and landscaping and traffi c calming measures. 
These improvements will accommodate a complete 
street concept consistent with SANDAG’s Smart Growth 
Incentive Program. The project encourages use of 
alternative modes of transportation and, therefore, will 
effectively reduce greenhouse gas emissions via public 
transit integration and enhanced pedestrian and bike 
access. (cont. on page 4)



capital improvements cont.
The Radar Feedback Signs project currently under construction replaces existing stop and speed limit signs to the 
new retro-refl ectivity requirements in the California Manual of Uniform Traffi c Control Devices (CAMUTCD) which 
improves overall visibility and illumination of regulatory signs to the motoring public.

Various Traffi c Safety Improvements currently in construction include installation of a new traffi c signal at the 
intersection of Mulberry Drive and Rose Ranch Road to enhance the pedestrian and vehicular safety of the 
intersection and Mission Road Fiber Optic Traffi c Signal Interconnect from City Hall to Bosstick Boulevard. This 
project component consists of the installation of fi ber optic traffi c signal interconnect cable and remote television 
cameras (CCTV) to enhance traffi c fl ow along Mission Road and minimize the traffi c delays and improve traffi c safety 
associated with the SPRINTER operation. 

Maintaining public infrastructure, equipment, vehicles and buildings is top priority at this point in time. The City Council 
will hold a workshop in early 2015 to discuss long-term maintenance needs and fi nancial strategies to address them.

Fund Balance and Reserves
The City accumulates fi nancial reserves to provide stability and fl exibility to respond to unexpected adversity and/or 
opportunities. The recovering economy and Council’s guidance in recent years provides the City with opportunity to 
maintain reserve levels that are in furtherance of the City’s policies, goals, and priorities. The continued health of the 
City’s reserves lays the groundwork for greater community infrastructure investment and a strong government.

The City commits to maintaining reserves (total unassigned fund balance) at a minimum of 50% of General Fund 
annual operating expenditures allocated between Catastrophic/Emergency Reserve (50%), One-time Recurring 
Savings/Opportunity Reserve (30%), and Economic Contingency/Budget Stabilization Reserve (20%). The General 
Fund Reserve Policy is reviewed by the City Council as part of the annual operating budget review and adoption 
process.

For More Information
This summary report is derived from detailed fi nancial information generated by the City’s Finance Department. If you 
have any questions please contact the Finance Department at (760) 744-1050 or visit www.san-marcos.net.


