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OVERVIEW
The third quarter ended March 31st, 2018. The quarterly financial report for the County provides an
update on the economy, summarizes the quarterly analysis of expenditures and revenues, includes an
update on cash balances and reports on current pension, retiree health and long-term debt obligations.
The quarterly report introduces several new features including the “California Forecast: Sales Tax
Trends and Economic Drivers,” provided by HdL Companies. This forecast is produced by HdL and
Bacon Economics and provided quarterly to the County as part of our sales tax auditing contract with
HdL. Additionally the County is introducing the use of OpenGov, a government transparency tool that
enables the public to easily view the County’s finances through dynamic graphs and allows staff to
easily produce graphs and data sets for analysis. Butte County’s OpenGov Financial Transparency
Portal can be found online at http://www.buttecounty.net/finance.
Economy: The U.S. economy expanded in calendar year 2017 at a rate of 2.3%. Despite the volatility
in the market, expansion is expected to continue in calendar year 2018, along with historically low
unemployment.
Expenditures: The County expended 60% of the budget in the first nine months, similar to 59% at the
same time last year.
Revenues: Through the third quarter of the fiscal year, the County received 58% of budgeted
revenues. Through the same quarter of the previous fiscal year, the County had received 56% of
budgeted revenues.
Cash Balances: The General Fund cash balance was $4.4 million at the end of March. Accounting for
timing variances this is approximately $5.8 million less than the balance at the same time last year.

Pension Funded Status: There is no change to the most recent funded status of the County’s two
CalPERS pension plans. The funded status refers to the funds accumulated to pay for benefits earned
in the past based on actuarial assumptions. The Safety Plan remains at 69.4% funded. The
Miscellaneous plan remains at 72.5% funded. Updated funding status is expected this summer from
CalPERS.
Retiree Health Funded Status: The most recent funded status of the County’s retiree health plan is
3.3%. The funded status refers to the funds accumulated to pay for benefits earned in the past based
on actuarial assumptions. Until recently, the County funded its retiree health plan on a pay-as-you-go
basis. In fiscal year 2014-15 the County began pre-funding its retiree health plan. Over time, the funded
status of the County’s retiree health plan will increase.
Debt: During the third quarter of the current fiscal year, principal payments totaling $109,880 and
interest payments of $273,048 were made against long-term debt obligations. No additional long-term
debt was secured during this quarter
ECONOMIC UPDATE
New this quarter the state and national economic update is accomplished with the inclusion of the
“California Forecast: Sales Tax Trends and Economic Drivers,” (attachment A) provided by HdL
Companies. This forecast is produced by HdL and Bacon Economics and provided quarterly to the
County at no additional cost as part of our sales tax auditing contract with HdL. It includes both a
consensus forecast on statewide sales tax trends by HdL, as well as a forecast on national and
statewide economic drivers by Beacon Economics, an independent research and consulting firm. The
“California Forecast: State Tax Trends and Economic Drivers” efficiently provides a concise,
professional economic forecast.
The “California Forecast: Sales Tax Trends and Economic Drivers,” projects GDP growth of 2.6% in
fiscal year 2017-18 and 2.8% in fiscal year 2018-19 along with the continuation of historically low
unemployment. Median home price in the state is projected to continue to increase, an ongoing
challenge for California. Statewide, sales tax is projected to increase 3.8% in fiscal year 2017-18 and
3% in fiscal year 2018-19
In addition to the “California Forecast: Sales Tax Trends and Economic Drivers,” local unemployment,
building and home sales data is provided below.
Unemployment: Butte County’s unemployment rate at the close of the third quarter was 5.3%, up
slightly from the 5.1% at the close of the second quarter of the current year and significantly lower than
the rate of 6.5% from a year ago. In March, the size of the labor force in Butte County was estimated at
102,200, which was a decrease of 600 from the end of the second quarter and down by 1,100 from
March 2017. While the unemployment rate in Butte County remains higher than that of the State and
the U.S. as a whole, it remains lower than that of the neighboring counties of Sutter and Tehama
(Figure 4).
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Building Activity: In the third quarter of fiscal year 2017-18 an average of 223 building permits were
issued per month for the unincorporated area of Butte County, which is down slightly from the monthly
average of 250 in the previous quarter, but up from the monthly average of 201 during the third quarter
of fiscal year 2016-17. Figure 5 below shows Butte County building permits per month for the last ten
years.
Figure 5
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Median Home Price and Home Sales: The median sales price of existing single-family homes in Butte
County during March 2018 was $315,000, which was 6.1% higher than the median price of $297,000 in
February 2018 and 9.6% higher than the median price of $287,500 in March 2017. Figure 6 above
shows median home price in Butte County for the past ten years. Home sales in Butte County during
March 2018 increased by 42.6% over sales in February 2018 and declined by 0.6% from sales in
March 2017.
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EXPENDITURES
At the end of the third quarter, the County had expended approximately $330.0 million from a budget
totaling $550.6 million. This includes County Service Areas and Contingencies, which were excluded
from prior reports since they are not part of the County’s operations, but are, included in the OpenGov
reports because they are part of the County’s budget. As shown in Figure 7 below, the County spent
$142.7 million on salaries and benefits, $83.3 million on services and supplies, $65.6 million on other
charges, such as payments between funds and contributions to other agencies, $32.5 million on Other
Financing Uses, $5.0 million on Capital Assets, and $1.0 million on Special Items. Other financing uses
are primarily operating transfers between funds. Special items are reimbursements to cooperating
agencies that supported emergency operations during the Spillway event last fiscal year. These
reimbursements are funded with state and federal emergency funds.
Figure 7 below shows graphically in an OpenGov report, which can be found online here, the County’s
actual expenditures by type through the third quarter.
Figure 7

Overall, the County expended 60% of the budget through the third quarter of the 2017-18 fiscal year,
compared to 59% last year at this time. Although 75% of the fiscal year elapsed between July 1 and
March 31, it is typical for expenditures overall to be less than 75% at the end of the third quarter. For
example, many services and supplies are based on monthly billings that, by their nature, are paid at
least a month after the service was provided. Additionally, normal staff turnover creates some salary
savings.
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Figure 8 on the following page shows the percentage of budget expended by each County department.
Most departments have expended between 50% and 75% of their budget through the third quarter,
which is similar to prior years. The graph below includes operating departments as well as nonoperating units and other miscellaneous programs that, in previous reports, where grouped together. A
number of departments have expended less than 50% of their budget for the year. Although there are a
variety of reasons, they all relate to an uneven flow of expenditures through the course of the year.
• Capital Projects, Public Works, and Equipment Replacement all have projects or purchases
planned for later in the year.
• County Counsel has spent less than 50% of budgeted expenditures due primarily to intrafund
transfers which are recorded as negative expenditures.
• County Service Area budgets are at less than 50% of budgeted expenditures. These budgets
often include funds to do repairs or maintenance in case equipment breaks during the course of
the year. If repairs or maintenance is not needed, the funds are not spent.
• The enterprise funds (Neal Road Recycling and Waste Facility) include capital purchases, and
improvements which will occur later in the year. The Neal Road Recycling and Waste Facility
operating plan also includes principal debt payments that will not be recorded as current year
expenditures due to the accounting requirements for enterprise funds.
• The Fish and Game Commission unit is less than 50% of budgeted expenditures due to the
timing of grantees claiming their reimbursements.
• General Fund Miscellaneous includes unspent General Fund Contingencies, which results in
expenditures of less than 50% of budget.
• Miscellaneous Community Development includes the Community Development Block Grant
(CDBG) and HOME programs. The unit is less than 50% of budgeted expenditures due the
number of projects completed to through the third quarter and the timing of billings from outside
consultants.
• Many of the non-operating funds are less than 50% of budgeted expenditures. Non-operating
funds are reimbursements to operating funds for expenditures made and are not transferred
until the related expenditure is completed. In the case of the Non-Operating Development
Services (DDS) fund it has been determined that the fund is no longer needed and expenditure
and revenues are made directly in the General Fund.
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Figure 8

Department Expenditures

(% of Total Budget-Through March 31, 2018)
Agriculture Commissioner
Assessor
Auditor-Controller
Behavioral Health Department
Board Of Supervisors
Capital Projects
Child Support Services Department
Clerk-Recorder
County Administration Department
County Counsel
County Service Area
Debt Service
Development Services Department
District Attorney
Employment & Social Services Department
Enterprise Funds
Equipment Replacement
Farm & Home & 4H Dept
Fire Department
Fish & Game
General Fund Miscellaneous
General Services Department
Human Resources Department
Information Systems Department
Internal Service Funds
Library
Miscellaneous Community Development
Non-Operating Admin
Non-Operating Behavioral Health
Non-Operating Clerk-Recorder
Non-Operating DDS
Non-Operating DESS
Non-Operating District Attorney
Non-Operating Fire
Non-Operating Library
Non-Operating Probation
Non-Operating Public Health
Non-Operating Public Works
Non-Operating Sheriff
Probation Department
Public Health Department
Public Works Department
Sheriff-Coroner
Treasurer-Tax Collector
Water/Resource Conservation Department

65%
72%
68%
66%
71%
23%
61%
58%
52%
46%
45%
51%
61%
69%
69%
49%
39%
65%
62%
38%
49%
57%
63%
56%
62%
62%
31%
53%
69%
20%
0%

0%

51%
37%
47%
32%
55%
54%
48%
45%
68%
56%
32%
70%
64%
67%
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Figure 9 on the following page displays budgeted and actual expenditures at the close of the third
quarter among General Fund departments for the current and preceding three fiscal years. As shown in
the graph, expenditures among General Fund departments are currently at 66% of the budgeted
amount, slightly more than the prior year.
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REVENUE REPORT
Through the third quarter of the fiscal year, the County has received 58% of budgeted revenues, similar
to the same time last year when the County had received 56% of budgeted revenues. Figure 10 below
produced in OpenGov shows total revenues by category and can be found here online.
Figure 10
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The chart below shows revenues received by each County Department through March 31, 2018 as a
percentage of their budget. Most department revenues are between 40% and 75% of budget through

Figure 11

Department Revenues

(% of Total Budget-Through March 31, 2018)
Agriculture Commissioner
Assessor
Auditor-Controller
Behavioral Health Department
Capital Projects
Child Support Services Department
Clerk-Recorder
County Administration Department
County Counsel
County Service Area
Debt Service
Development Services Department
District Attorney
Employment & Social Services Department
Enterprise Funds
Equipment Replacement
Fire Department
Fish & Game
General Fund Miscellaneous
General Services Department
Human Resources Department
Information Systems Department
Internal Service Funds
Library
Miscellaneous Community Development
Non-Operating Admin
Non-Operating Behavioral Health
Non-Operating Clerk-Recorder
Non-Operating DDS
Non-Operating DESS
Non-Operating District Attorney
Non-Operating Fire
Non-Operating Library
Non-Operating Probation
Non-Operating Public Health
Non-Operating Public Works
Non-Operating Sheriff
Probation Department
Public Health Department
Public Works Department
Sheriff-Coroner
Treasurer-Tax Collector
Water/Resource Conservation Department

31%
74%
72%
60%
50%
39%
51%
54%
77%
63%
82%
80%
42%
65%
64%
5%
37%
49%
53%
40%
76%
72%
75%
31%
37%
67%
56%
75%
0%

0%

63%
94%
314%
66%
76%
78%
66%
85%
58%
64%
32%
56%
67%
118%
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the third quarter, consistent with revenue patterns from previous years. A number of departments have
received less than 75% of budgeted revenue. In most cases, this is simply a timing issue. Specifically:
• Grant funds, reimbursements and other revenues budgeted in Agriculture, Child Support,
District Attorney, Fire and Library were not received by the end of the third quarter, but are
anticipated prior to the end of the fiscal year.
• The Equipment Replacement fund is only at 5% of budgeted revenues because the annual
transfer from department budgets to the equipment replacement fund is scheduled for April
when cash balances in the general fund are higher.
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•

•

•

Miscellaneous Community Development includes the Community Development Block Grant
(CDBG) and HOME programs. The unit is less than 40% of budgeted revenues due to the
number of projects completed to date.
It has been determined that the Non-Operating Development Services (DDS) fund is no longer
needed and expenditure and revenues are made directly in the General Fund so there are no
revenues in the fund.
Public Works receives reimbursements for projects. Delays in projects reduce associated
revenue.

There are also departments with revenues that exceed 75% of budgeted revenues. Specifically:
•
•

•

Debt service revenues exceed 75% of budget due to the timing of transfers into the debt service
fund.
Non-Operating Fire is at 314% of budget revenues because revenues are based on how often
the County’s equipment is used by CAL FIRE on state funded incidents. More incidents result in
additional revenue. Due to last summer’s busy fire season revenues are higher than anticipated.
The Water Department is at 118% of budget due to the receipt of $90,000 in revenue originally
anticipated and budgeted for in the prior year.

Budgeted and actual revenues for General Fund departments are displayed in Figure 12 below. The
figures presented do not include General Purpose Revenues, which are received in the General Fund
but are not specific to any department. At the close of the third quarter, General Fund departments had
received 57% of budgeted revenue, similar to the prior year when General Fund departments had
received 58% of budgeted revenue.
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Figure 13

General Purpose Revenue Receipts (Through 3rd Quarter)
Account Title
Property Taxes
Sales And Use Taxes
Other Taxes
State Revenue
Federal Revenue
Other-In-Lieu Revenue
Use Of Money & Property
Fines, Forfeitures & Penalties
Charges For Services
Tobacco Settlement
Other Sales
Miscellaneous Revenue
Licenses, Permits, & Franchise Fees
Other Financing Sources

Total General Purpose Revenue

Budget

YTD Receipts

YTD %

61,860,000
5,152,000
1,527,000
18,030,000
1,255,000
21,000
4,182,000
3,399,000
1,691,000
1,900,000
45,000
0
1,441,000
0

32,336,816
3,018,364
1,283,653
10,566,984
1,582,812
20,775
2,025,809
707,632
935,333
0
2,684
8,179
367,568
8,930

52%
59%
84%
59%
126%
99%
48%
21%
55%
0%
6%

100,503,000

52,865,539

53%

26%

General Purpose Revenue: Through the close of March 53% of budgeted General Purpose
Revenues had been received. Year-end projections for 2017-18 discretionary revenue indicate
revenues may come in a few hundred thousand short of budgeted revenue due primarily to a lower
projection for year-end Teeter Plan revenues. The second installment of property tax, the County’s
largest source of General Purpose Revenue is received in April.
CASH BALANCES
The General Fund cash balance at the end of the third quarter of fiscal year 2017-18 was $4.4 million,
compared to $3.5 million at the end of the third quarter of fiscal year 2016-17. If cash balances were
adjusted to account for timing variances, the current year balance would be negative $1.4 million,
approximately $5.8 million less than the prior year. The timing variances are as follows:
• By March of 2017 the County had completed a transfer of approximately $2.0 million from the
General Fund to the equipment replacement fund. This transfer was not completed by March
2018 in order to maintain higher cash balances in the General Fund until the second installment
of property tax revenues is received in April.
• By March of 2017 the County had made three quarterly payments to CalFIRE of approximately
$3 million each. By March of 2018 three payments had been processed, but the third payment
hadn’t yet been cashed. The third payment totals $3.8 million and will clear in April.
At the end of the third quarter, the CDBG Fund owed the General Fund $108,656 pending grant
reimbursements and the County Service Area Loan Revolving Fund owed the General Fund $110,907.
As shown in Figure 14 the overall trends for General Fund operating cash for the five-year period are
consistent from year to year. Balances decline in the first and second quarters of the year until the first
installment of property tax is received in December and then decline again until the second installment
of property tax is received in April.
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Millions

Figure 14

$35

General Fund Cash
(Through March 31)

13/14
14/15
15/16
16/17
17/18

$30
$25
$20
$15
$10
$5
$-

PENSION PLAN FUNDED STATUS
Figure 15 on the following page, presents the most recent funded status of the County’s pension plans.
There is no change from the last report. Updated actuarial reports are expected this summer.
The County contracts with CalPERS to provide pension benefits. The County has two pension plans for
County employees. The first is for safety employees and includes deputy sheriffs, correctional deputies,
probation officers and district attorney investigators. The second is for miscellaneous employees and
includes all non-safety County employees.
The funded status is determined by CalPERS actuaries and is provided annually to the County. The
complete reports can be found on the Butte County website at:
http://www.buttecounty.net/administration/ActuarialReports.aspx. The funded status refers to the funds
accumulated to pay for benefits earned in the past based on actuarial assumptions. The County
expects updated reports from CalPERS in late summer. Given changes to the CalPERS actuarial
assumptions, it is anticipated that the total unfunded liability of the County will increase along with the
County’s payments to CalPERS for employee pensions.

11 | P a g e

Figure 15

PENSION PLAN FUNDED STATUS
Butte County Pension Plans

Safety Plan
Unfunded Accrued Liability
Funded Ratio
Miscellaneous Plan
Unfunded Accrued Liability
Funded Ratio

As of June 30, 2016

$55,419,255
69.4%
$180,083,889
72.5%

Retiree Health Plan Funded Status
Figure 16 below, presents the most recent funded status of the County’s retiree health plan as of July 1,
2017. The County provides limited retiree health benefits to retired employees based on the bargaining
unit that the employee worked in and when the employee started with the County. Benefits range from
eligibility to continue to purchase group health insurance through the County to County paid health
insurance premiums for a period of time.
Prior to fiscal year 2014-15 the County funded the retiree health plan on a pay as you go basis.
Beginning in fiscal year 2014-15 the County initiated a plan to begin pre-funding the retiree health plan
and as of July 1, 2017 had accumulated $2.4 million in a trust for that purpose. In the current fiscal year
the County is collecting 80% of the actuarially determined annual contribution, increasing by 10% each
year until fiscal year 2019-20 when 100% of the annual contribution will be collected. As this policy
continues to be implemented the current funded ratio of 3.3% will increase.

Figure 16

RETRIEE HEALTH FUNDED STATUS

Retiree Health Insurance Plan
Unfunded Accrued Liability (GASB 75)
Funded Ratio

$70,069,070
3.3%

Intentionally Left Blank
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As of July 1, 2017

LONG-TERM DEBT
The Long-Term Debt schedule, Figure 17, presents balances as of March 2018.
Figure 17

LONG-TERM DEBT (THROUGH MARCH 2018)

Type of Debt

Original Loan
Amount

Current Balance

Avg. Annual
Payment*

Maturity Date

Bonds Payable
Pension Obligation Bonds
-Series A

28,020,000

27,360,000

2,716,359

6/1/2034

-Series B

21,875,000

20,385,000

1,837,181

6/1/2034

Total Bonds Payable

$

49,895,000

$

47,745,000

$

4,553,540

Certificates of Participation
2014 Hall of Records

8,000,000

7,402,954

360,564

7/1/2054

2010 Bangor Fire Station #55 Renovation Project

1,100,000

951,333

52,864

8/1/2050

Total Certificates of Participation

$

9,100,000

$

8,354,287

$

413,428

Capital Leases
Motorola Solutions Inc.

7,166,380

6,482,024

757,453

12/15/2026

Chico Memorial Hall - 492 Rio Lindo

583,400

159,328

61,156

4/10/2020

Chico Memorial Hall - 554 Rio Lindo

670,900

168,955

62,275

4/10/2020

34,059

8,266

9,235

2/22/2019

2,658,000

2,658,000

221,269

10/1/2032

Ford Motor Credit Company
2017 Government Campus Infrastructure Financing
Total Capital Leases

$

11,112,739

$

9,476,573

$

1,111,388

Notes Payable
California Energy Commission
-Solar Project Phase 1
Total Notes Payable

2,777,000
$

2,777,000

269,188
$

269,188

277,181
$

12/22/2018

277,181

Neal Road Recycling and Waste Facility
2006 Certificates of Participation Refunding

4,220,000

3,195,000

2013 Equipment Lease-Purchase

558,924

Paid in Full

2014 Equipment Lease-Purchase

500,000

204,896

104,976

2/20/2019

2017 Equipment Lease-Purchase

816,393

677,900

171,039

11/15/2021

Total Neal Road Recycling and Waste Facility
TOTAL LONG-TERM DEBT

-

$

6,095,317

$

4,077,796

$

1,378,411

$

78,980,056

$

69,922,844

$

7,733,948

*From FYE 6/30/17 to maturity per amortization schedules

Intentionally Left Blank
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1,102,396

7/1/2020
12/24/2017

During the third quarter of the current fiscal year, the County made a total of $382,928 in debt payments,
$109,880 of which resulted in principal reductions as detailed in Figure 18, below.
Figure 18

LONG-TERM DEBT PAYMENTS
Debt Description

Principal Paid

Interest Paid

Pension Obligation Bonds Series - B

$0

$91,543

2014 Hall of Records Certificates of Participation

$0

$129,552

2010 Bangor Fire Station Certificates of Participation

$0

$19,027

2006 Certificates of Participation Refunding

$0

$28,595

2014 Equipment Lease Purchase

$101,614

$3,362

Ford Motor Credit Company

$8,266

$969

TOTAL DEBT PAYMENTS

$109,880

$273,048

Figure 19 displays the County’s long term debt over a period of ten years as a percentage of the total
assessed value of County property and debt per County resident.
Figure 19
Outstanding Debt and Ratios (Through March 2018)
(In Thousands, Except Debt Ratios)
Neal Road Recycling and Waste Facility - Business
Type Activities (B)

Governmental Activities (A)

Certificates
Fiscal
Year

Bonds

Certificates

Loans/

of

Capital

Notes

Participation

Leases

Loans

Total
Outstanding
Debt (A+B)

Debt Ratios

Assessed Property County

Lease-

Debt as a % of

of

Capital

Purchase

Primary

Participation

Leases

Agreements

Government

Values

Debt per

Resident

2008

$

50,575

$ 2,703 $

2,650 $

1,134

$

400

$

12,025

$

20

$

69,507

0.3854%

$

315

2009

$

50,492

$ 2,494 $

2,300 $

1,029

$

350

$

12,025

$

20

$

68,710

0.3680%

$

311

2010

$

50,403

$ 2,278 $

1,945 $

922

$

300

$

11,300

$

-

$

67,148

0.3739%

$

308

2011

$

49,895

$ 2,053 $

2,680 $

832

$

250

$

10,550

$

-

$

66,260

0.3634%

$

299

2012

$

49,895

$ 1,819 $

2,237 $

792

$

200

$

9,770

$

-

$

64,713

0.3452%

$

292

2013

$

49,895

$1,575 $

1,835 $

699

$

150

$

8,960

$

559 $

63,673

0.3437%

$

288

2014

$

49,545

$1,322 $

1,422 $

611

$

100

$

8,115

$

951 $

62,066

0.3303%

$

280

2015

$

49,075

$1,059 $

7,696 $

1,283

$

50

$

6,320

$

745 $

66,228

0.3326%

$

288

2016

$

48,480

$654 $

8,583 $

450 $

-

$

6,320

$

534 $

65,021

0.3082%

$

294

2017

$

47,745

$400 $

8,471 $

7,512 $

-

$

-

$

4,220

$

1,137 $

69,485

0.3281%

$

309

2018

$

47,745

$269 $

8,354 $

9,477 $

-

$

-

$

3,195

$

883 $

69,923

0.3129%

$

308
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3rd Quarter Finance Report Attachment A
April 2018
California Forecast:

Sales Tax Trends and
Economic Drivers

HdL provides relevant information and analyses
on the economic forces affecting California’s local
government agencies. In addition, HdL’s Revenue
Enhancement and Economic Development
Services help clients to maximize revenues.
HdL serves over 400 cities, counties and special
districts in California and across the nation.

HdL Companies, 1340 Valley Vista Drive, Suite 200, Diamond Bar, CA 91765 909.861.4335 www.hdlcompanies.com

HdL Consensus Forecast – April 2018

STATEWIDE SALES TAX TRENDS
		
Autos/Transportation

2017/18

2018/19

2.9%

1.9%

Most analysts expect minor gains in revenue over the next several quarters as demand for replacement vehicles stabilizes
after a decade of growth during the extended recovery from the Great Recession. Pricier new vehicles are competing with a
surplus of nearly new cars returned to dealer’s lots at the end of their lease terms. Sales and leases at the State’s new car dealers
currently represent almost 70% of the group’s revenue followed by used car dealers and automotive supply stores. Longer term
projections are clouded by expected interest rate increases and international trade uncertainty.

Building/Construction

7.6%

6.0%

The industry foresees continued expansion in both residential and commercial construction for the next several years but attention
is being paid to rising mortgage interest rates. Labor is the largest cost driver behind land prices in residential construction.
Material prices are expected to rise 2-3% in 2018 exclusive of any significant impacts from the new steel and aluminum tariffs. The
large number of SB-1 funded projects should measurably boost sales of materials, especially those used in paving jobs.

Business/Industry

1.9%

2.5%

Manufacturers are reporting a backlog of orders for equipment and supplies from industries other than those in the consumer
and food-related sectors which appear to be leveling off. Solid gains are expected for road construction and transportationrelated equipment. Online fulfillment warehouses and order desks are included in this group and account for over half of this
segment’s growth.

Food/Drugs

2.9%

2.5%

Like many evolving markets, food and drug stores are increasingly reaching customers who demand greater convenience
and the ability to save time by offering consumers robust product options around the clock. Grocery consumer preferences
are trending away from one store loyalty, instead shopping multiple outlets for specific products including locally grown
and artisanal goods. Cannabis taxes are being remitted; local impacts will vary based upon decisions to ban or allow these
businesses in each community.

Fuel/Service Stations

10.9%

5.8%

While U.S. shale production growth in the North and South Dakota (Bakken) area continues, extraction from the West Texas/
Permian basin is also driving U.S. output higher. This development is helping offset OPEC output caps, keeping global crude
oil prices in the mid $60 range. California is beginning the normal summer blend pricing cycle with statewide averages
expected to be $3.50/gallon or more by mid-2018. It appears there will be at least one ballot measure in November to
overturn SB-1 the legislation action that increased statewide excise tax on gas and diesel fuels.

General Consumer Goods

0.7%

0.5%

Statewide quarterly performance was slightly positive, up 1% for 2017. Forward looking companies are reaping dividends from
billions in e-commerce technology investments supporting online orders and customer selected delivery alternatives. Traditional
department stores along with interior mall merchants may see further declines due to slower foot traffic and changing consumer
behavior. Niche retailer expansion (such as specialty shops and off-price apparel) is expected this coming year.

Restaurants/Hotels

4.4%

3.8%

Restaurant sales accelerated at the end of the year as the strong labor market and ebullient stock market induced consumers
to spend. Though still below the average rate of growth experienced in recent years, the uptick is a positive sign for the future.
In addition, restaurant operators are now reporting they are more optimistic about future sales going up than they have been
in several years.

State and County Pools

5.5%

5.3%

In 2000, online activity accounted for 4% of general consumer goods taxes; by the end of last year this figure has risen 16%.
Internet sellers, many of whom posted record activity in the fourth quarter, are poised to gain market share at the expense
of traditional brick and mortar stores. Focused attention given to consumer preferences, buying habits and behaviors are
expected to yield greater pools revenues across several business sectors. Out of state equipment acquisition could accelerate
in part due to lower corporate tax rates.

TOTAL

3.8%

3.0%

Proposition 172 projections vary from statewide Bradley-Burns calculations due to the state’s utilization of differing collection
periods in its allocation to counties. No retroactive accounting adjustments are anticipated prior to 2018/19 when the California
Department of Tax and Fee Administration will have migrated to a new information management platform. HdL forecasts a
statewide increase of 3.40% for Fiscal Year 2017/18 and a gain of 2.93% in 2018/19.
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National and Statewide – April 2018

ECONOMIC DRIVERS
U.S. Real GDP Growth

2017/18

2018/19

2.6%

2.8%

Despite all the political tumult of the last several months, the U.S. economy was a smooth-running machine last year. The
nation’s economy grew at a solid, steady pace throughout the year, with overall output expanding by a reasonable 2.3% over
2016 levels, and later this year, the current economic expansion will become the second longest on record. Despite the strong
momentum, the start of 2018 has been far less sanguine. Volatility returned to the financial markets with a bang, which have
made little headway since the start of the year. Beacon Economics still expects 2018 to end up being a robust year for growth.

U.S. Unemployment Rate

4.1%

4.0%

With the nation’s unemployment rate below what economists refer to as ‘full employment’ and job openings still near an alltime high, businesses will have to figure out how to expand output despite being unable to fill all their available positions.
Labor shortages along with last year’s federal tax cuts will lead companies to invest in labor saving technologies (e.g. invest in
capital). The U.S. unemployment rate is now 4.1%, as low as it has been in 45 years, and likely to edge down still further given
slow growth in the nation’s labor force.

California Total Nonfarm Employment Growth

1.9%

1.7%

Throughout much of this expansion, California has outpaced the nation and many states in terms of economic growth and job
gains. Improvements in its unemployment rate have been fueled by strength in many of its key industries. California began 2018
on a high note with January employment numbers showing the largest yearly job gain in 18 months. Growing at a 2.4% yearto-year rate in January, the state added 400,000 jobs with the Health Care, Natural Resources and Construction, and Leisure and
Hospitality sectors accounting for over half of this increase. These sectors will continue to figure prominently in California’s job
growth throughout this year and next.

California Unemployment Rate

4.6%

4.5%

With California hitting its lowest unemployment rate since 1976, wage gains in the state have been on the rise. Average weekly
wages in California increased by 4.3% in 2017, the largest increase in the last 10 years. With steady job growth and limited
increases in the labor force expected this year, the unemployment rate will remain low and workers are almost guaranteed
to see wages rise again. And it is too soon to gauge the effects of the hike in the statewide minimum wage as pay hikes are
currently being driven by the scarcity of labor more than anything else.

California Median Existing Home Price

$468,520

$506,085

In looking at California’s long-term challenges, the housing problem must be near the top of the list because of its significance
for so many of the state’s residents and its economy. While Californians clearly understand that high home prices limit
affordability, the obvious solution seems less clear: high prices reflect scarcity that can only be addressed through increases
in supply. California’s median home price was $464,000 in the fourth quarter of 2017, nearly double that of the United States,
where the median price stood at just over $250,000. Since 1990, California’s median home price has routinely been significantly
higher than that of the nation.

California Residential Building Permits

117,900

122,100

The state is estimated to need about 200,000 new housing units built per year, yet it has barely seen more than 100,000 units
come on line in each of the last few years. Construction activity is expected to increase moderately this year and next but will
still fall short of what the state needs. SB-35 has lent new urgency to a problem that has festered for many years, and very
likely will force local jurisdictions to rethink their housing strategy. In response, local jurisdictions must first acknowledge that
population growth is an inevitable part of their future. They must take steps to understand what that growth will look like, plan
adequately, and, finally, execute on those plans. Doing so will go a long way toward addressing the state’s housing needs while
also ensuring its long-run economic energy and vitality.

Beacon Economics www.BeaconEcon.com
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1340 Valley Vista Drive, Suite 200
Diamond Bar, California 91765
Telephone: 909.861.4335 • 888.861.0220
Fax: 909.861.7726
California’s allocation data trails actual sales activity by three to six
months. HdL compensates for the lack of current information by
reviewing the latest reports, statistics and perspectives from fifty or
more economists, analysts and trade associations to reach a consensus
on probable trends for coming quarters. The forecast is used to help
project revenues based on statewide formulas and for reference
in tailoring sales tax estimates appropriate to each client’s specific
demographics, tax base and regional trends.

“Good information leads to good decisions.”

SOUTHERN CALIFORNIA OFFICE

5777 West Century Boulevard, Suite 895
Los Angeles, California 90045
Telephone: 310.571.3399
Fax: 424.646.4660
E-Fax: 888.821.4647
Beacon Economics, LLC has proven to be one of the most thorough
and accurate, economic research/analytical forecasters in the
country. They regularly provide national, state, regional, and subregional economic analysis/forecasting to clients ranging from
the State of California to private hedge funds to major universities.
Their evaluation of the key drivers impacting local economies and
tax revenues provides additional perspective to HdL’s quarterly
consensus updates. The collaboration and sharing of information
between Beacon Economics and HdL helps both companies enhance
the accuracy of the work that they perform for their respective clients.
nd tax revenues provides additional perspective to HdL’s quarterly
consensus updates. The collaboration and sharing of information
between Beacon Economics and HdL helps both companies enhance
the accuracy of the work that they perform for their respective clients.

