CITY OF OCEANSIDE
SALES TAX NEWSLETTER
Fourth Quarter of Calendar Year 2009
(Third Quarter of Fiscal Year 2009-2010)

OVERVIEW
This newsletter covers the City’s sales tax
revenues received for sales occurring from
October through December 2009 (i.e. the
“holiday season”). Businesses are required
to remit their sales tax returns to the State
Board of Equalization at the end of the
month following quarter-end; and the SBOE
releases the sales tax data three months
later. Due to this cyclical lag, the December
31st quarter data was remitted to the City in
May and is the most recent data available.
Revenues for the fourth quarter of 2009
decreased by 0.91 percent compared to the
same quarter last year. On a statewide
basis, sales tax revenues continue to trend
downward for the tenth consecutive quarter,
although the reduction is becoming
increasingly moderate (i.e. single digits) as
future quarters are compared to previous
record lows.
On a calendar year
comparative basis, the State experienced
an overall decline of 14.56% between 2008
and 2009. During that same time period,
Oceanside experienced an overall decline
of 6.81%.
The following list comprises the top 25
producers in alphabetical order for the
calendar year 2009. The list identifies Kia
as one of the top 25 producers, but they
have since closed. It is interesting to note
that seven of these producers are fuel
stations and/or fast food facilities.










Albertsons
Best Buy
Chevron
CVS Pharmacy
Dick’s Sporting Goods
Discount Tires
Home Depot
Kia of Oceanside Closed
Kohls
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Lowes
McDonalds
Melrose Arco
Mission AM PM
Mobile Oil
Morally Wholesale
Moshen Oil
Mossy Nissan
Oceanside Gas & Market
One Source Distributors
Ralphs
Ross
San Luis Rey Service Station
Stater Bros
Target
Toys R Us
Walmart

General Consumer Goods have decreased
one percent. Discount department stores
and value-oriented apparel businesses are
benefitting from consumers “shopping
down”.
Restaurants & Hotels are remaining flat.
Middle level restaurants are slightly trending
upwards as they change their menu options.
Building & Construction category has
decreased over eight percent. Leading
indicators such as the demand for
architectural services are still down. While
the residential construction industry appears
to have bottomed out, the surplus of existing
SFR inventory is not over.
Many
economists project a new flood of
foreclosures being on put on the market in
2011-2012 that will have to be absorbed
prior to new construction.
Excessive
commercial vacancies also contribute to the
diminished demand for building and
construction services, and consequently,
diminished demand for building supplies.

Fuel & Service Stations reflects an increase
of seven percent attributed to higher prices
at the pump. Our consultant reports huge
variances between client cities in this
category, but SBOE has not identified any
abnormal issues.
Autos & Transportation increased seven
percent. Light truck sales (i.e. fleet) and tax
incentives boosted this category. While the
high end car market is showing stability,
with the closure of BMW, those stable
revenues will be eliminated.
Business & Industry has decreased over six
percent. The business and industry sector
lags approximately four quarters behind
general consumer goods. Businesses are
curtailing their own spending (i.e. furniture,
computers, office supplies, etc.) which is
reflected in this category. Some businesses
are pursuing and obtaining tax refunds on
financing packages, which translates into
less sales tax revenue to the City.
Food & Drugs has decreased just over three
percent. There is a noted trend that drug
stores sales of non-prescription products
are being reflected in the “General
Consumer Goods” category.

Sales Tax Receipts by Type
Major
Industry
Groups

4 Qtr 09

4 Qtr 08

% Change

General
Consumer
Goods
Restaurants &
Hotels

$1,416,115

$1,431,073

-1.05%

$528,170

$526,490

0.32%

$441,486

$483,669

-8.72%

$439,594

$409,028

7.47%

$338,331

$314,885

7.45%

$339,191

$362,780

-6.50%

$344,336

$355,749

-3.21%

$442,733

$415,662

6.51%

$4,259,956

$4,299,336

-0.91%

th

Building &
Construction
Fuel & Service
Stations
Autos &
Transportation
Business &
Industry
Food & Drugs
County/State
Pool

Total

th

OUTLOOK
Sales tax revenues comprise approximately
16 percent of General Fund revenues. The
composition of the City’s sales tax base is
diverse, allowing for fluctuations in the
economy. This puts the City in a better
fiscal standing during tight economic times
than other cities that are heavily invested in
a single industry such as car dealerships.
Sales Tax Revenue Categories

County/State Pool this category reflects
revenues the City receives from “use taxes”
paid by out-of-state buyers which do not
involve a specific “point of sale” in
California. Per the Bradley Burns Uniform
Tax Law, a pooling system was devised to
distribute any sales tax that cannot be easily
tied to a permanent place of sale. This
category is difficult to track and monitor and
is not included in the “retail base” that the
City monitors. Approximately 10% to 14%
of a local jurisdiction’s total sales and use
tax revenues have traditionally been
through the pools. In Oceanside’s case, it
represents a six percent increase this
quarter.
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As of March 31, 2010, the City was under
target for receiving the “Bradley-Burns”
portion of sales tax revenues which come
from the State Board of Equalization each
month, having received $9,016,272 or 71%
of budgeted projections.
Part of this

shortage is due to a delay by SBOE in
remitting payments, coupled with their
reduction of “advanced payments”. These
are merely cash flow issues, since the City
will ultimately receive the funds from the
State, albeit at a future time. However,
updated
revenue
estimates
indicate
additional erosion in the fuel, building and
general consumer categories.
While a
reduction to sales tax revenues was made
in October, it is anticipated that revenues for
the remainder of FY 09/10 will fall short an
additional $0.9 million.
This has been
supported by the recent release of
preliminary first quarter 2010 tax revenues
which shows Oceanside is down 4.02%
from first quarter 2009 (i.e. January – March
post-holiday sales).
Sales Tax Budget vs. Receipts
As of March 31, 2010
$13,400,000
$11,400,000

nation, is “over retailed” and consumers
continue to save their money and scale
back their spending patterns. There will not
be a quick turnaround in sales taxes for
cities, since the value of houses are not
going to rebound at the prior pace.
Economists believe it will be another few
years for the economy to return to 2004
sales levels. On the positive side, San
Diego County could recover faster from the
rest of the state with the influx of Federal
Stimulus funds.
ATTACHMENTS


Sales Tax Update prepared by The HdL
Companies which highlights key trends
and sales tax issues.



Major Industry Groups (13 quarter
history) – this graph is helpful in
identifying cyclical trends especially in
the General Consumer Goods category.



Major Industry Groups (13 year history)
– this graph is helpful in identifying a
historical trend, with General Consumer
Goods peaking in 2007 and Building &
Construction peaking in 2005.



Sales Per Capita (13 quarter history) –
this graph reflects the cyclical trends of
the City compared to other cities in San
Diego County. Coupled with a decline
in revenue, Oceanside’s population has
increased, which reduces the per capita
sales.



Sales Per Capita (13 year history) – this
graph reflects a 13 year historical trend
of the City compared to other cities in
San Diego County.
This visual
representation shows how some cities
experienced drastic sales tax declines
starting as early as 2005. Oceanside’s
sales per capital remained fairly flat
between 2005 and 2008, with the
significant drop in 2009.

Budget
Receipts
71%

$9,400,000
$7,400,000
$5,400,000
$3,400,000
$1,400,000
‐$600,000

The Consumer Confidence Index has
improved slightly with the Conference Board
publishing a 63.3 index for May 2010.
(Note: a reading of 90+ would signal a
stabilized consumer). Lynn Franco, Director
of the Conference Board Consumer
Research Center states “…consumer
confidence posted its third consecutive
monthly gain, and although still weak by
historical levels, appears to be gaining
some traction.”
Unemployment, under-employment, layoffs
and furloughs throughout California will only
intensify as Sacramento legislators grapple
with the State’s projected $21 billion deficit.
California, compared to the rest of the
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FOR MORE INFORMATION
If you require additional information about
the City’s retail base, or have questions
about this newsletter, please contact the
finance department at (760) 435-3890.
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City of Oceanside
Sales Tax Update

2009

First Quarter Receipts for Fourth Quarter Sales (Oct-Dec 2009)

Oceanside
In Brief
Gross

receipts from Oceanside’s
October through December sales
were 0.9% lower than the same
quarter one year ago. Actual sales
were down 4.6% after accounting
aberrations were factored out.

Declines in sales of construction

materials, office equipment and
supplies, combined with last year’s
closeout of Mervyns, were major
factors for the overall loss.

Discount department stores, family

apparel and service stations posted
gains, the latter from higher prices
at the pump. Receipt of taxes due
in other periods inflated proceeds
from consumer electronics, lumber/ building materials and sporting
goods. Payment anomalies that depressed year-ago receipts overstated results from both new and used
car dealers.

Adjusted for reporting deviations,

taxable sales for all of San Diego
County slipped 5.2% over the same
time period; Southern California as
a whole dropped 6.8%.

SALES TAX BY MAJOR BUSINESS GROUP
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General
Consumer
Goods

Restaurants
and
Hotels

Fuel and
Service
Stations

Top 25 Producers
In Alphabetical Order

Albertsons
Bed Bath & Beyond
Best Buy
Chevron
CVS Pharmacy
Dick’s Sporting
Goods
Home Depot
K Mart
Kia Of Oceanside
Kohls
Lowes
Melrose Arco
Mission AM PM
Mobil Oil

Building
and
Construction

Food
and
Drugs

Business
and
Industry

Autos
and
Transportation

REVENUE COMPARISON

Moshen Oil
Mossy Nissan
Oceanside Gas &
Market
One Source
Distributors
Ralphs
Ross
San Luis Rey
Service Station
Stater Bros
Target
Toys R Us
Walmart

Three Quarters – Fiscal Year To Date
2008-09

2009-10

Point-of-Sale

$12,056,822

$11,078,924

County Pool

1,358,490

1,239,893

5,156

10,756

Gross Receipts

$13,420,468

$12,329,573

Less Triple Flip*

$(3,355,117)

$(3,082,393)

State Pool

*Reimbursed from county compensation fund
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NOTES

California Overall
Local allocations for sales occurring
October through December were
6.7% lower than last year’s holiday
quarter after adjusting for accounting
aberrations.
All regions experienced declines. The
largest reductions were in building and
construction materials and business
equipment and supplies. Shoppers
generally favored discount stores and
value-oriented apparel to traditional
department stores and specialty shops.
However, a few high end chains also
posted gains. A rise in new car sales
was offset by declining revenues from
auto leases and continuing drops in
sales of RVs, boats and motorcycles.
The quarter’s largest statewide increases were from value oriented family apparel and from rising service station prices.
Short Term Recovery Projected
Most economists and trade analysts
are cautiously optimistic that there will
be recovery over the next two or three
quarters. Stabilization of home prices
and the recovering stock market have
made the still employed more confident about making purchases that
were avoided during the bottom of
the recession. Lower prices have also
stretched the discretionary income
available to make those purchases.
They see banks beginning to lend
again while the restocking of depleted
inventories is stimulating industrial
production. Other factors adding to
the optimism are increased demands
for American exports, renewed spending on technology and software and a
recent uptick in California’s entertainment industry.
The Budget Conundrum
There is general agreement that the
current recovery is fragile and that
California will trail the nation. However, there is sharp disagreement on its
durability. Most analysts believe that
as long as the current demand for exports continues, the other previously
cited factors will sustain a slow recovery.

Others argue that a second dip in the
recession is likely. They maintain that
the current recovery is a “bubble” created by unsustainable tax cuts, federal
stimulus spending, low interest loans
and modification programs that mask
and only delay inevitable foreclosures.
Further, the pending resetting of large
numbers of adjustable rate home
mortgages and need to refinance $500
billion in commercial loans is being
ignored. Until we suffer the consequences from those losses they say,
the end of federal bailouts will simply
send us back into a recession. Both
sides express concerns about the sufficiency of future job opportunities.
Recovery and Sales Tax
It will be slow, spotty and uncertain.
Gains from value priced consumer
goods, technology, medical focused
industries and higher fuel prices are
expected. The increase from incentive driven car sales should continue
for another quarter or two.
The outlook for a recovery from building and construction materials remains
pessimistic while restaurants and other
categories are expected to be flat or
decline further.
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County

HdL State

Change

Change

Change

$590.5

2.4%

1.4%

1.8%

Service Stations

439.5

7.5%

4.9%

7.0%

Lumber/Building Materials

292.0

17.1%

-4.9%

-0.4%

Restaurants No Alcohol

283.2

-0.3%

-1.6%

-2.3%

Electronics/Appliance Stores

186.9

9.0%

4.4%

-2.6%

Grocery Stores Liquor

181.0

-0.8%

-3.9%

2.1%

New Motor Vehicle Dealers

146.0

13.0%

2.7%

1.1%

Specialty Stores

137.9

-0.7%

-2.1%

-5.8%

Restaurants Liquor

126.3

0.7%

-1.5%

-0.1%

Family Apparel

121.6

10.4%

8.4%

9.4%

Restaurants Beer And Wine

105.0

-2.5%

-10.7%

-10.1%

Contractors

101.6

-52.0%

-17.1%

-22.9%

Office Equipment

96.2

-17.6%

14.7%

-14.3%

Sporting Goods/Bike Stores

86.1

7.0%

0.7%

-1.9%

Home Furnishings

72.3

-3.6%

-11.0%

-7.3%

$3,817.2

-1.7%

-5.9%

-5.9%

442.7

6.5%

$4,260.0

-0.9%

Total All Accounts
County & State Pool Allocation
Gross Receipts

*In thousands

CITY OF OCEANSIDE
MAJOR INDUSTRY GROUPS - 13 QUARTER HISTORY
ADJUSTED FOR
ECONOMIC DATA

Chart Description:
Industry Groups
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Adjusted by moving retroactive payments with an absolute value of $5,000 or more into the quarter the sale was generated

This chart compares sales tax for the Major Industry Groups. The prior 12 quarters are shown graphically for historical
reference purposes. Allocations have been adjusted to reflect economic data.
Quarters Shown Reflect the Period in Which the Sales Occurred - Point of Sale
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