§D18-006

CITY OF COSTA.MESA
FINANCE DEPARTMENT

INTEROFFICE MEMORANDUM
TO: \ DISTRIBUTION | |
FROM: STEPHEN DUNIVENT, INTERIM FINANCE DIRECTOR
DATE: AUGUST 31, 2017
SUBJECT: SALES TAX INFORMATION - 1st Quarter (January 2017 -
March 2017)

The attached schedules and graphs detail selected sales tax data for your information.
These allocations were generated by sales of retailers during the period of January 1, 2017
through March 31, 2017. The schedules and graphs represent sales tax earned during the
first quarter and received by the City during the period of April 1, 2017 through June 30, 2017.
There is a three-month lag from the time the retailers make their payment to the State Board
of Equalization to the time the City receives its sales tax allocations.

Should you have any questions, please give me a call at extension 5243.

Stephen Dunivent
Interim Finance Director

Attachments

Distribution:
City Council Members (5)
Planning Commissioners (5)
Department Directors and Staff
Eileen Clifton-Benjamin, Chamber of Commerce



Second Onarter Receipts for First Onarter Sales (January - March 2017)
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City of Costa Mesa Sales Tax Update

Statewide Results

Local tax receipts from January
through March sales were 2.1%
higher than the first quarter of
2016 after factoring for accounting
anomalies,

Rising fuel prices, auto sales, county
use tax pool allocations and dining
out added most to the overall gain.
Some general consumer goods and
B2B sales were flat or down.

This quarter reflects the start of an
anticipated leveling off of future
tax revenues. After seven years of
recovery, analysts are reporting an
end to the previous pent-up demand
FO]' autos. Dcinand FOT new cars Wlll
ease due to more buyers tied to long-
term loans and a glut of used cars

coming off lease.

Price competition and store closures

have reduced tax receipts  from
consumer goods. Business investment
remains strong but much of the
growth is for non-taxable items such
as cloud computing and large data
solutions.  Declines in foreign tourist
visits and lower costs of eating at home

are expected to slow the growth in

Controller and State Department of
Finance revealed further shortcomings.
The result was the passage of budget
trailer bill SB86/AB102 that reduces the
BOE to its previous constitutionally de-
fined functions.

"The BOE is also empowered to hear ap-
peals and disputes over tax assessments
including sales/use, personal income and
corporate taxes and is the only elected
Tax Board in the United States that
hears tax disputes. Effective January 1,
2018, that function will be turned over
to a new Office of Tax Appeals (OTA)
composed of panels of administrative
law judges appointed by the Governor
with locations in Sacramento, Fresno

and Los Angeles.

For functions other than the appeal pro-
cess, this is primarily a reshuffling of ex-
isting personnel so the change will have
little impacton local agencies. However,
the issue of local government’s ability to
provide input regarding future policy
and regulation changes that impact rev-
enues remains under discussion. HdL
will share more about the BOE transi-
tion as details become available in the
weeks ahead.
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Costa Mesa

REVENUE By BUSINESS GROUP

Costa Mesa This Quarter

Cons.Goods Autos/Trans.
39% 20%

Pools
12%

Restaurants
1%

Building 4
5y, — Others Bus./Ind.
% 7%

restaurant sales. COSTA MESA Tor 15 BUSINESS TYPES
New Sales Tax Organization *In thousands of dollars Costa Mesa County HdL State
As of July 1, the operating divisions Business Type Qt1r Change Change Change
responsible for allocation of tax rev- Building Materials 3526 0.4% 0.8% 3.2%
enues other than property, insurance Casual Dining 5237 2.9% 17% 0.2%
and alcoholic beverages will shift from Department Stores 960.5 £5% 87% 6.5%
the State Board of Equalization (BOE) Electronics/Appliance Stores 386.6 1.7% -24% 0.2%
to the Governor’s new Department of Family Apparel 10231 8.1% 3.5% 0.8%
Tax and Fee Administration. Fine Dining 2498 16.3% 16.5% 136%
The BOE was first established by consti- Grocery Stores 176.0 L% 4.2% 05%
tutional amendment in 1879 to oversee Home Furnishings i 20% 2.5% -19%
property tax assessment practices by all ey Sl 1065 1% A .
counties in the state. It eventually be- New Motor Vehicle Dealers 1,347.6 1.2% 6.3% 4.4%
came responsible for other tax revenues Quick-Service Restaurants i i 14% AT%
including sales, insurance, corporate Service Stations 4728 16.8% 9.9% e
Eanikissand spccial fees. Specially Stores 330.0 1.4% 0.1% 0.2%
Used Automotive Dealers 789.0 9.1% -3.3% 1.9%
In 2011, HdL detected discrepancies s A 4824 99% 39% 79%
in the BOE's allocation of public safety
revenues which led to the recovery of Total All Accounts 11,3775 0.5% 1.9% 1.8%
over $124 million in revenues for coun- County & State Pool Allocation 1,508.7 3.0% 44% 2.9%
ties. Subsequent audits by the State Stuas Receipta 12,88 b o L




Hdl?

COMPANIES

CITY OF COSTA MESA

MAJOR INDUSTRY GROUPS

Major Industry Group Count 1Q17 1Q16 $ Change % Change
General Consumer Goods 8,121 4,981,870 5,105,876 (124,006) -2.4%
Autos and Transportation 823 2,641,441 2,524,390 117,051 4.6%
State and County Pools - 1,608,675 1,465,328 43,347 3.0%
Restaurants and Hotels 721 1,380,365 1,338,523 41,842 3.1%
Business and Industry 2,946 887,436 932,452 (45,015) -4.8%
Building and Construction 300 648,429 636,531 11,898 1.9%
Fuel and Service Stations 48 474,692 406,795 67,897 16.7%
Food and Drugs 245 365,696 373,025 (7,329) -2.0%
Transfers & Unidentified 7 (2,466) 3,348 (5,814) -173.7%
Total 13,211 12,886,138 12,786,269 99,869 0.8%
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CONFIDENTIAL INFORMATION - DO NOT COPY OR DISTRIBUTE WITHOUT AUTHORIZATION
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Hd[> cCITY OF COSTA MESA

COMPANIES MAJOR INDUSTRY GROUPS - 13 QUARTER HISTORY

ADJUSTED FOR
ECONOMIC DATA
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C O M P A N I E:S
ECONGMIC BATA

AGENCY COMPARISONS

CITY OF COSTA MESA

Per Capita Sales
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Hdl> cITY OF COSTA MESA

REGIONAL RETAIL CENTERS - 13 QUARTER HISTORY

Geo areas

Sales Tax by Geographic areas
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HdI? cITY oF cosTA MESA

COMPANIES AUTO SALES & LEASES
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Hcl]"> ORANGE COUNTY ALL AGENCIES
COMPANIES SALES TAX TRENDS FOR ALL AGENCIES - 1Q 2017 SALES

Agency allocations reflect "point of sale” receipts

Current Year* Prior Year* Share of Actual Receipte  Adjusted*
Agency Name Count 1Q 2017 1Q 2016 County Pool % Chanae % Chanae
La Paima 376 677,135 460,429 0.5% + 47.1% + 455%
Aliso Viejo 1,378 1,222,589 1,004,434 0.9% + 21.7% + 21.6%
Lake Forest 2,708 3,277,831 2,922,648 2.5% +12.2% +12.3%
San Clemente 2,766 1,866,972 1,632,543 1.4% + 14.4% + 8.9%
Orange Co. Uninc 2874 1,525,748 1,256,254 1.1% + 21.5% + 7.8%
Huntington Beach 9,945 7,842,720 7,379,829 5.9% + 6.3% + 74%
Yorba Linda 1,810 1,811,651 1,431,528 1.4% + 26.6% + 5.9%
Tustin 2,906 5,098,238 4,841,654 3.8% + 5.3% + 52%
Orange 5,800 8,742,799 8,298,986 6.6% + 5.3% + 47%
Seal Beach 775 833,123 775,393 0.6% + 7.4% + 4.6%
Fullerton 4736 4,292,285 4,264,896 3.2% + 0.6% + 24%
Villa Park 164 35,887 32,244 0.0% + 11.3% + 2.3%
Dana Point 1,498 1,045,200 938,464 0.8% + 11.4% + 2.3%
Anaheim 11,933 16,580,339 16,093,611 12.5% + 3.0% + 1.8%
Garden Grove 5,001 4,553,958 4,461,106 3.4% + 21% + 1.7%
Cypress 3,516 2,335,487 2,778,096 1.8% - 15.9% + 1.5%
Fountain Valley 1,887 2,407,896 2,378,804 1.8% + 1.2% + 1.4%
Los Alamitos 754 664,984 637,082 0.5% + 4.4% + 1.1%
Buena Park 2,573 4,368,994 4,397,269 3.3% - 0.6% + 0.8%
Costa Mesa 13241 11,377,463 11,320,941 8.6% + 0.5% + 0.4%
San Juan Capistrano 1,579 1,653,288 1,676,244 1.2% - 1.4% + 0.4%
Placentia 1,435 1,354,477 1,307,781 1.0% + 3.6% - 04%
Irvine 9,919 12,571,592 13,075,080 9.5% - 39% - 06%
Stanton 912 840,389 840,220 0.6% + 0.0% - 0.7%
Westminster 2973 3,444 520 3,458,275 2.6% - 04% - 0.7%
Laguna Woods 258 187,862 196,080 0.1% - 4.2% - 0.8%
Newport Beach 5173 7,161,671 6,965,972 5.4% + 2.8% - 1.2%
Laguna Niguel 1,967 2,367,742 2,332,449 1.8% + 15% - 1.3%
Santa Ana 8,455 9,807,930 9,966,492 7.4% - 1.6% - 1.4%
Laguna Hills 1,486 1,175,515 1,283,044 0.9% - 8.4% - 14%
Brea 3,058 3,959,288 4,121,518 3.0% - 3.9% - 1.8%
Mission Viejo 3,146 3,481,581 3,433,338 2.6% + 1.4% - 2.0%
La Habra 1,749 2,064,178 2,118,226 1.6% - 26% - 2.3%
Laguna Beach 2,199 1,014,071 1,047,022 0.8% - 31% - 4.1%
Rancho Santa Margarita 1,305 1,347,599 1,420,208 1.0% - 51% - 54%
Totals 122,225 132,993,002 130,548,160 100.0% + 1.9% + 18%
Orange Pool 17,289 17,449,094 16,981,048 + 2.8% + 5.6%
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