
RESOLUTION 19 23 A (Rev 2)

RE: FISCAL YEAR (FY) 2019 20 BUDGET FOR THE CONTRA COSTA TRANSPORTATION
AUTHORITY (AUTHORITY) INCLUDING THE CONGESTION MANAGEMENT AGENCY (CMA)

WHEREAS, the Authority�s authorizing statutes, the Local Transportation Authority and
Improvement Act [California Public Utilities Code (CPUC), Section 180000 et seq.], require the
Authority to adopt an annual budget [CPUC, Section 180105(a)]; and

WHEREAS, the Authority adopted a Measure C Strategic Plan, which documents established
annual funding parameters for Measure C Authority projects and programs; and

WHEREAS, the Authority adopted a Measure J Strategic Plan, which documents established
annual funding parameters for Measure J Authority projects and programs through fiscal year
2025; and

WHEREAS, the budgeted amounts recommended for projects in the FY 2019 20 Budget are
consistent with the levels recommended in the Measures C and J Strategic Plans and with its
policies, where such projects are ready for advancement of specific stages as specified in the
Plans; and

WHEREAS, the Authority serves as the CMA for Contra Costa County, and the budgeted amounts
are consistent with fulfilling State requirements for preparing the required Congestion
Management Program and the Authority's similar Growth Management Program; and

WHEREAS, the Authority held a public hearing on June 19, 2019 prior to adoption of the budget,
consistent with statutory requirements in CPUC, Section 180108; and

WHEREAS, the Authority approved revisions to the midyear FY 2019 20 Budget on March 18,
2020 by Resolution 19 23 A (Rev 1); and

WHEREAS, the Authority desires to amend the FY 2019 20 Budget, reducing the Measure J sales
tax revenues by $13,500,000.

NOW, THEREFORE, BE IT RESOLVED, that the Authority Board hereby:

(1) Amends the FY 2019 20 Budget, reducing Measure J sales tax revenue by $13,500,000 for
a new sales tax budget amount of $80,500,000.



Resolution 19 23 A (Rev 2)
May 20, 2020
Page 2 of 2

This resolution was entered into at a meeting of the Contra Costa Transportation Authority Board
held May 20, 2020 in Walnut Creek, California by the following vote:

AYES: Chair Pierce, Vice Chair Gerringer, and Commissioners Arnerich, Butt, Haskew,
Hudson, Kelley, Mitchoff, Romick and Taylor

NOES: None
ABSENT: Commissioner Glover
ABSTAIN: None

_____________________________
Julie K. Pierce, Chair

Attest: _____________________________
Tarienne Grover, Clerk of the Board
________________

________________



Administration and Projects Committee STAFF REPORT 

Meeting Date: May 07, 2020

Subject Approval to Amend the Fiscal Year (FY) 2019-20 Budget for 
the Authority and Congestion Management Agency (CMA)

Summary of Issues The Authority desires to amend the FY 2019-20 budget for 
Measure J sales tax revenues related to projects, programs 
and administration of the Measure J Strategic Plan. With the 
projected economic impact of the COVID-19 pandemic and 
“Shelter-in-Place” Order No. HO-COVID19-03, restrictions will 
severely impact the Measure J sales tax projection for the 
period of March to June 30, 2020. Future sales tax impacts 
will be addressed in the FY 2020-21 budget, which will be 
presented in June 2020.

In June 2019, the Authority Board adopted the FY 2019-20 
sales tax budget of $91,800,000, based on projected Measure 
J sales tax point-of-sales transaction tax receipts. Within the 
first six months of the fiscal year, Measure J sales tax 
revenues were trending higher than expected. Moreover, 
strong economic data and reporting from Hinderliter, de 
Llamas and Associates (HdL), on the period of July to 
December 2019, the Authority was expecting $94,000,000. In 
March 2020, the Authority Board amended the FY 2019-20 
sales tax budget to meet these revised projections. 

In March 2020, the COVID-19 pandemic and the necessary 
social distancing created market uncertainty that will 
continue through the end of this fiscal year. Therefore, a 
budget amendment is necessary to reduce the FY 2019-20 
Measure J Sales Tax to $80,500,000. 

Recommendations Staff seeks approval of Resolution 19-23-A (Rev 2), which will 
amend the FY 2019-20 budget for Measure J Sales Tax 



Administration and Projects Committee STAFF REPORT
May 07, 2020

Page 2 of 5

1
1
3
5

Revenues. 

Financial Implications Reduction of $13,500,000 in Measure J sales tax revenues for 
a new Measure J sales tax revenue of $80,500,000. The 
projects, programs and administration have sufficient 
resources to meet the required commitments in the adopted 
FY 2019-20 budget. 

Options The Authority Board could decide to not approve the request 
at this time. 

Attachments (See APC 
Packet dated 5/7/20)

A. Resolution 19-23-A (Rev 2)

B. HdL Issue Update April 2020

C. HdL Sales Tax Trends and Economic Drivers

Changes from Committee None

  Background   

The Authority monitors sales tax transactions and performs in-depth analysis of sales tax 
revenue on a quarterly and annual basis that is vital in the estimation of sales tax revenue to 
be received and projected in its budgeting and strategic plan updates. On March 12, 2020, 
Governor Gavin Newsom, issued a California statewide Executive Order and the Contra 
Costa Health Services issued a Shelter-in-Place Order on March 31, 2020 due to the COVID-
19 pandemic. COVID-19 and the Shelter-in-Place Order have created an unstable market and 
uncertainty. As part of another agenda item, Staff will review and outline the Authority’s 
proposed interim measures to prepare for Measure J sales tax revenue reduction due to the 
COVID-19 pandemic. 

In March, the Authority Board approved the first amendment to the FY 2019-20 budget as 
the previous six months saw great growth and the economic outlook for the rest of the fiscal 
year seemed sturdy and increased the Measure J sales tax revenue budget to $94 million. 

As the COVID-19 crisis evolved, the Governor introduced two programs to temporarily defer 
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sales tax liabilities for California businesses. These programs are:

1. On March 30, 2020, the California Department of Tax and Fee Administration
(CDTFA) offered a 90-day extension for all businesses filing a return for less than $1
million in tax liability. Based on the 90-day extension, the Authority will collect these
deferrals in the FY 2020-21 budget.

2. The Small Business Relief Payment Plan created a 90-day Sales Tax Extension Plan for
small business taxpayers for a 12-month interest free, Installment Plan agreement up
to $50,000. The first payment will commence in August 2020, and these plans cannot
extend beyond July 2021. Any loss of Measure J sales tax in the FY 2019-20 budget,
will be recorded in the FY 2020-21 budget upon disbursement from the CDTFA. These
funds may offset some of the projected losses in FY 2020-21.

Effects of COVID-19 on the Measure J sales tax revenues for the remainder of this and future 
fiscal years is completely unknown. 

Much of the negative impact from the pandemic is expected in the current months of 
March, April, May and June. Based on an end or revised Shelter-in-Place Order, possibly, in 
late May and a gradual resumption of business activity in June, there seems to be potential 
for average growth in the remaining two quarters of the calendar year. 

However, a slower recovery for consumer spending and business investments may mean 
cash-constrained businesses will not reopen, lowering the chances for a quick rebound. 
These potential losses may take a few years to return and may follow a similar path to the 
great recession that started in 2008. 

A more optimistic, but less likely scenario, is a more rapid recovery in the second half of the 
year. This would require faster mitigation of the virus, consumers emerging more quickly 
from their homes, increasing consumption, and more expansive monetary and fiscal policies. 
Under this scenario, Measure J sales tax revenue in the following fiscal year would 
potentially reduce by only 2 to 5 percent with a healthy rebound in FY 2020-21. 

Some Economic Development models are relatively optimistic only because they see the 
impact of the pandemic as being very short lived. However, in the interim, some of the 
numbers they forecast are unpredictable. 
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Staff recommends reducing the outlook for economic growth in this fiscal year in the 
amount of $13,500,000, which will reduce the FY 2019-20 Measure J sales tax revenue 
budget to $80,500,000, which is a 14.3% decline as a result of the COVID-19 pandemic. This 
is projected to continue into the following fiscal year, in addition to possibly another 5% 
decline for FY 2020-21. This will be a combined loss of 19.3% and is similar to the loss of 
sales tax revenues experienced in the last recession. There are no answers to how long or 
quickly these revenues would recover. 

The table below outlines our projections of the impact by industry group for the remaining 
two quarters in this fiscal year. In addition to the reduced sales tax, we have calculated a 
potential loss of current year revenue resulted from the Small Business Relief Payment Plan 
that may defer $3.5 million. Should these businesses remain solvent, the Authority should 
see the revenue in the following fiscal year. 

The sales tax revenues are the single most important revenue source in our annual 
budgeting process as the current year’s and future year’s projections are used to set budgets 
and contracts with our partnering agencies to deliver programs that depend on the 
percentages outlined in the strategic plan. Many of the direct return to source funding for 
programs is essential to deliver bus service, transportation for seniors and people with 
disabilities, sub-regional transportation and commute alternatives. All these agencies, work 
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with the Authority during their budget cycle to get an estimate for the following year’s 
allocation. 

Staff seeks approval of Resolution 19-23-A (Rev 2), which will amend the FY 2019-20 budget 
for Measure J Sales Tax Revenues. This will reflect the potential impacts for this fiscal year. 
Staff will be monitoring the current sales tax projections and will be presenting the next 
fiscal year budget in June. The impacts negative or positive will play a major role in the 
Authority’s budget assessment for next year.
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ISSUE 
UPDATE 
APRIL 2020

Last week Governor Newsom introduced two programs to temporarily 
defer sales tax liabilities for California businesses.  These programs, which 
could defer more than $3 billion statewide, and provide relief for up to 
300,000 businesses, will have a significant impact on local government 
budgets.  While some questions remain, the following describes the 
programs, including a Q&A and provides links to calculations prepared by 
HdL showing the estimated impacts of these programs on Bradley-Burns 
sales tax revenues for cities and counties.

Governor 

Executive Order and 

CDTFA Payment Plan

Executive Order 90-Day Sales Tax Payment Extension 

On March 30, Governor Newsom signed an Executive Order allowing t he California Department of Tax a nd Fee 
Administration (CDTFA to offer a 90-day extension for sales, use and transactions tax returns and tax payments for 
all businesses filing a return for less than $1 million in tax liability. This order automatically enrolls qualified businesses 
allowing them until the end of July to file their first-quarter returns. Deferrals for taxpayers with tax liabilities above the 
$1 million threshold which are undergoing hardship due to the COVID-19 outbreak will be considered on a case by case 
basis. The order also extends the statute of limitations to file a claim for refund by 60 days to accommodate tax and fee 
payers. The Executive Order may be found in the link below:

Governor Gavin Newson Executive Order N-40-20

HdL's Projected Impact of Sales Tax Receipts - 90 Day Extension

CDTFA Small Business Relief Payment Plans

In addition to the 90-Day Sales Tax Extension Plan, small business taxpayers will be able to enter into a 12-month, 
interest-free, Installment Plan Agreement (IPA for up to $50,000 of sales and use tax liability. Small businesses defined 
under this order are businesses with less than $5 million in taxable annual sales. This means that a small business that 
would typically remit sales tax in April can enter into an IPA to spread their 1st Quarter 2020 liability over a twelve-
month period. A business that takes advantage of this program will owe their first payment on August 31, 2020 if they 
utilize this program and combine it with the three-month (90 day extension, as described above. All payments made 
under this plan will be 1/12 of their liability. 

Taxpayers that do not exceed the $50,000 cap with their 1st Quarter 2020 liability can add future sales tax liabilities 
up to the $50,000 cap, by amending their IPA. However, the payoff terms will not extend beyond July 31, 2021. 
No additional interest relief will be given past this date for the impacted periods.

ATTACHMENT B

https://www.gov.ca.gov/2020/03/30/governor-newsom-signs-executive-order-providing-relief-to-california-small-businesses/
https://www.hdlcompanies.com/covid-19
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The maximum amount that any taxpayer can defer, interest-free under this relief effort, is $50,000.  However, the 
CDTFA will work separately with businesses that need a payment plan for a sales tax liability amount higher than 
$50,000. The CDTFA’s relief guidance may be found in link below:

CDTFA COVID-19 State of Emergency Relief

HdL’s Projected Impact of Sales Tax Receipts - $50K Payment Plan

Question & Answer

How will the April advance be calculated?  What adjustments will be made to account for the 90-day deferral 
program and the Relief Payment Plan? 

Advances will be calculated in the same manner, however, there may be a slight decrease as a result of extension 
requests.  The CDTFA cannot pay out funds which have not been received.  The CDTFA will provide updates on April 
advances once final amounts have been determined.

Will a similar plan be created for special taxes accounts (Alcoholic Beverage Tax, Cannabis Tax, Cigarette Taxes, etc.)? 

At this point, the program is only available for sales, use and transactions tax liabilities.  

Which businesses qualify for the 90-day payment extension?

All businesses with filing liabilities of $1 million annually will be automatically enrolled in the payment extension.

Is the 90-day payment extension a one-time program?

As of now, yes. It’s an extension that is consistent with CDTFA disaster statutes. The primary difference being taxpayers don’t 
need to request the extension or principal & interest relief under penalty of perjury. 

How will the payment plans work?

Qualifying sales and use taxpayers with deferred liabilities up to $50,000 will pay their tax due in 12 equal monthly 
installments.  No interest or penalties will be assessed against the liability.

Does the taxpayer have to file a return to set the liability threshold and start the process of applying for the 
$50,000 loan?

Yes, that is correct.  

When will the deferred payments begin and end?

Deferred payments for 1Q20 will begin on August 31, 2020 and will end on July 31,2021. Qualified businesses will be able 
to make 12 equal payments each month to cover 1Q20’s total liability. 

Example: A business has a total 1Q20 liability of $12,000. This business will be able to pay $1,000 each month for 12 
months to fulfill its total liability for 1Q20.

Does the $50,000 deferral apply to the total sales and use tax rate including state and countywide rates?  As 
an example, in Los Angeles County where the base rate is 9.5%, a taxpayer could defer taxes on $526,315, of which 
the local portion would be $5,263 - is that correct?  

Yes, total taxes include all state and countywide rates.

If a return is not paid in full, will the local tax be reduced across all agencies proportional to the amounts due 
each jurisdiction, and likewise paid back using that same proportion?  

Yes, as money is received/paid, it is allocated in proportion to funds as reported on the returns filed.   This is how both 
CDTFA’s legacy system (IRIS) and CROS is programmed.

https://www.cdtfa.ca.gov/services/covid19.htm#small-business-payment
https://www.hdlcompanies.com/covid-19
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What if taxpayers owe more than the $50,000 limit on the relief?

The maximum amount that any taxpayer can defer, interest-free under this relief effort, is $50,000. If a taxpayer owes more 
than $50,000 and needs a payment plan for the amount over $50,000 the CDTFA will work with these taxpayers to 
establish a payment plan that handles both interest-free and interest-accruing balances.

What if taxpayers with more than $5 million in annual taxable sales need this relief?

The CDTFA will work with these taxpayers to establish a payment plan on a case by case basis.

How will the CDTFA monitor taxpayers over the next few quarters to determine when they have reached the $50,000 
Relief Payment Plan cap?

CDTFA staff will work with taxpayers that request to be enrolled in the Relief Payment Plan to determine eligibility.

Will either of these programs be available to Marketplace Facilitators that are collecting taxes for small businesses? 

Yes, if businesses qualify based on the thresholds set in place per the Governors Executive Orders. The $1 million in 
statewide sale and use tax liability is the threshold for the three-month extension. Those above that for the period in 
question will NOT be automatically extended or waive of principal & interest payments.  The $5 million in annual taxable 
sales or LESS is for the “tax layaway” or loan plan.
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Delivering Revenue, Insight and Efficiency  
to Local Government Since 1983

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 500 cities, counties and special districts in California and across the nation.

CALIFORNIA 
FORECAST 
SALES TAX TRENDS 
AND ECONOMIC 
DRIVERS
APRIL 2020 REVISED

Sierra Foothills, California

ATTACHMENT C



FY 19/20 & 20/21 FORECAST

CORONAVIRUS (COVID-19) Impacts on California Sales Tax

The swift reaction by consumers and businesses to the outbreak of coronavirus (Covid-19) in the U.S. 
has caused a massive decrease in spending on certain goods and services. The national and state 
response combined with the uncertainty of how long the presence of the virus will disrupt the U.S. 
economy has made forecasting local government revenues particularly challenging. This forecast was 
developed in early April after numerous news updates detailing ”shelter-in-place” related impacts, 
comparisons to previous economic downturns like the Great Recession, studying the data, reports 
and projections of many industry specific analysts and monitoring various updates up to that time.

The forecast assumes that the statewide ‘shelter-in-place’ directive will continue until the end of May 
2020, although volume testing may allow health care agencies an understanding of the extent of the 
virus and implement more site specific containment actions that allow some businesses and schools 
to slowly reopen and return to work. Based on recovery reports from China and South Korea, our 
forecast still assumes that the virus will have run its course by the end of September, however it does 
not consider a return of the virus and potential economic impacts after the current period at this time. 
Under our ‘end of May’ scenario, declines in sales tax revenues are expected to continue through 
the fourth quarter of 2020 with only moderate gains for several quarters thereafter. With the most 
dramatic decreases expected during the first and second quarters of 2020, future comparisons to 
these periods will be positive. However, overall dollars will still be less than the same period in 2019 
noting a prolonged flat rebound.

Already marginal or overly leveraged businesses still may not survive a lengthy shutdown even with 
federal subsidies and our observation from previous downturns; the return to previous spending 
patterns after significant income interruptions is not immediate and often evolves. Consumers may 
now take even more time to fully get back to previous leisure travel, dining and discretionary spending 
habits. Businesses similarly may become more cautious about capital investment and the number of 
employees to hire after emerging from an economic crisis. Business travelers who had to resort to 
teleconferencing may continue to teleconference. Formerly avid brick-and-mortar shoppers may find 
that online shopping and delivery services suits them just as well.

The percentage changes in HdL’s quarterly forecasts are statewide. Every local jurisdiction has its 
own distinctive sales tax demographics and business characteristics and the depth of the impact will 
vary. Further, as individual client budget forecasts are constructed, we will continue to monitor for 
subsequent economic changes that may have not been reflected in earlier forecasts.

Given the unusual circumstances we are all living in today, we have modified the April 2020 HdL 
Consensus Forecast. We are providing broader explanations about two major ongoing events 
which impact fiscal year 2019/20 and 2020/21 statewide sales tax trends.  As is our tradition, we 
also offer context that supports our major industry group projections.  We trust this information 
communicates clearly a broad understanding of where sales tax revenue is headed, knowing these 
vital resources are essential to addressing your communities needs during these trying times.



Autos/Transportation
1Q20 -12.0% | 2Q20 -55.0% | 2020/21 -6.3%
Numerous industry observers including Cox and JD 
Power have predicted 80% or more declines in auto 
sales while Shelter-in-Place (SIP) regulations are in 
force, similar to reported results from Chinese auto 
dealers in February. Anecdotal reports indicate sales 
may now indeed be declining near that amount. Once 
showrooms are fully reopened, sales are expected to 
remain depressed as consumers suffer from lob losses 
and heightened levels of economic anxiety. Recent 
industry forecasts from ALG, JD Power, RBC and others 
predict new car sales decreases anywhere from 10 to 
34% in 2020 overall. HdL is projecting a decrease of 
25% for the auto/transportation category as a whole, 
exceeding the 20% worst annual decline seen in 2008 
during the Great Recession. 

Building/Construction
1Q20 -7.0% | 2Q20 -40.0% | 2020/21 -0.1%
Recent regional decision makers have put most 
construction on hold; the threat remains that 
jurisdictions outside the Bay Area will stop work for 
prolonged periods during the next 3 months. Supply 
chain issues are a problem but manageable in the near 
term.  Some jurisdictions are having difficulty keeping 
up with required inspections with some handling it 
remotely or others allowing self-inspection.  As the 
pandemic continues, permit levels will decline, leading 
to less work for future periods.  Without government 
incentives, housing development is likely to dry up 
as the effects of growing unemployment further limit 
the pool of prospective buyers. Commercial projects, 
although holding entitlements and permits, may no 
longer pencil.  Even if construction demand remains 
strong after the pandemic passes, existing capacity 
limits will throttle growth as crews must first deal with 
the growing backlog of work.

HDL CONSENSUS FORECAST – APRIL 2020
STATEWIDE SALES TAX TRENDS

Business/Industry
1Q20 -15.0% | 2Q20 -30.0% | 2020/21 -5.4%
Most categories within this group are expected to decline 
over next few quarters with the Coronavirus disruption of 
supply chains deepest in first and second quarters. 
Companies needing components for manufacture of 
consumer electronics, pharmaceuticals, machinery and 
trucks may be particularly impacted.  Depending on 
inventory availability, there may be a temporary boost in 
the demand for food processing, medical, and 
telecommunication equipment and supplies. The major 
winner will be for industrial zoned fulfillment and logistics 
centers that also happen to be “point of sale” for the 
products that they ship.  The Coronavirus quarantines 
are expected to accelerate the shift from brick and 
mortar stores to online shopping and produce double 
digit gains in those specific cases.

Food/Drugs
1Q20 5.0% | 2Q20 5.0% | 2020/21 2.0%
The current pandemic has not restricted access 
to grocery and drugs stores.  While 
operational and safety modifications have occurred, 
consumers can still acquire household essentials at 
both chain and local establishments. Some 
products are in short supply, temporarily, as 
anxious shoppers acquire larger quantities of 
certain products. Cannabis businesses are also 
open and expected to perform fairly well, given the 
circumstances.  The SIP mandates create 
expectations to merchandise from this group being 
delivered directly to homes or through curbside 
pickup.  

Fuel/Service Stations
1Q20 -10.0% | 2Q20 -50.0% | 2020/21 0.0%
As a result of COVID-19, the consumption of fuel, have 
either slowed or stopped. The combination of strong 
supply and weak demand for fuel has pushed oil barrel 
prices down to historically low levels.  Fuel prices in 
California are now averaging less than $3 per 
gallon. With lower prices and less fuel being consumed 
because of SIP restrictions, taxes generated are 
expected to significantly drop in the second quarter of 
2020 and remain down until the middle of the first 
quarter of 2021.  Oil prices should then 
increase into the range of $45 to $55 per barrel 
toward the end of 2021 and into 2022.  However, 
oversupply may keep gas prices relatively low and 
moderate potential sales tax recovery. 
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TOTAL   1Q20 -7.5%  |  2Q20 -36.1%  |  2020/21 -1.5%
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General Consumer Goods
1Q20 -15.0% | 2Q20 -45.0% | 2020/21 -2.5%
Core retail sales are expected to see significant drops as 
society practices social distancing measures to combat 
the spread of COVID-19 at the recommendation of 
health professionals and government leaders. With 
SIP orders expected to continue well into the second 
quarter of 2020, the effect on consumer spending and 
retail sales are expected to be extremely disturbed. 
Shuttered malls, shopping centers and retailer stores all 
will be adversely impacted. State and federal programs 
are being set up to assist small businesses to temper 
short term cash flow declines and permanent closures. 
While the immediate fallout subsides, brick and 
mortar retail sales are expected to be bleak into the 
summer months. As consumer confidence drops and 
employment woes set in, the effects are projected to 
negatively impact discretionary spending throughout 
the remainder of 2020.

Restaurants/Hotels
1Q20 -10.0% | 2Q20 -60.0% | 2020/21 -6.5%
The restaurant industry is reporting 65% drops in 
revenue and the hotel industry is reporting drops 
of over 85% due to the COVID-19 shelter-in-place.  
Restaurants and other facilities that prepare and serve 
food are restricted to delivery or take-out.  Consumers 
are shifting their food spending to groceries as 
quarantines continue, which could impact the long-
term outlook for the sector if dining habits change.  
After the shelter-in-place is lifted, dining rooms are 
expected to operate at reduced capacity for continued 
social distancing.  This industry is very vulnerable to 
closure given the already increasing tight operating 
margins and staff costs pre virus impacts.  Most major 
hotels have laid off most of the staff, while others have 
announced they will temporarily shut down.

HdL Companies  |  hdlcompanies.com
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State and County Pools
1Q20 15.0% |  2Q20  10.0% | 2020/21 7.3%
This is one segment that is expected to stay positive, 
even in the midst of the virus crisis.  The primary driver 
is the coincidental arrival of new out of state taxes; early 
results from the Wayfair decision implementation, 
which launched in the second quarter of 2019 under 
AB147, added new revenues at the State and local level.  
The marketplace facilitator phase started October 1st; 
current and next year forecasting comprises Wayfair’s 
total impact on anticipated use taxes distributed via the 
countywide pools.  Online shopping surged in March 
as buyers complied with crowd avoidance mandates; 
some chose to stock up early expecting weeks of 
limited store access.  Going forward, spending will be 
focused on high priority necessities, balanced against 
available retailer inventories and rapid increases in 
unemployment which shrinks overall purchasing 
capacity.

Proposition 172 projections vary from statewide Bradley-
Burns calculations due to the state’s utilization of 
differing collection periods in its allocation to counties. 
HdL forecasts a statewide decrease of -8.19% for Fiscal 
Year 2019/2020 and -1.82%  in 2020/2021.



NATIONAL AND STATEWIDE
ECONOMIC DRIVERS

Beacon Economics  |  BeaconEcon.com

U.S. Real GDP Growth  0.1%  |  2.0%
The current state of affairs in the global and U.S economy is 
unlike anything experienced in modern times, and like many 
forecasting organizations, Beacon Economics is working to 
fully grasp the scope of what is happening and exactly how 
it might shift the economic outlook. There are many potential 
outcomes to this crisis. And while it is easy to underestimate 
the resilience of the U.S. economy, that does not diminish the 
risks posed by the worldwide Coronavirus (Covid-19) pandemic 
– it is the greatest threat to the nation’s economic expansion
in over a decade. Despite it all, it is by no means fait accompli
that the U.S. economy is about to fall into a recession of any 
scale, much less a major one At the center of the uncertainty 
are the actions being taken by businesses, consumers, and
regulators to contain the disease. There have been wholesale
cancelations of conferences, travel, sporting events, live
entertainment, and really any forum in which large groups of 
people gather. Public health mandates, both voluntary and
otherwise, have led many businesses to implement short run
work-from-home policies for their employees and caused
restaurants and bars across the nation to close temporarily.
This sudden halt in economic activity will create turmoil in the
economy in the coming weeks and it is highly likely that the
U.S. economy will experience negative growth in the second
quarter. But if the shock is short lived enough, the economy 
will catch up, possibly with a positive third quarter that makes
up for much of the loss in the second.

U.S. Unemployment Rate   5.0%  |  3.4%
The March employment numbers will surely be grim. Initial 
unemployment claims are already crashing some state’s 
computer systems due to demand and will likely jump more 
quickly than ever before. Many businesses will continue to 
operate but will experience a loss in productivity driven by 
absent employees and the basic complications of unexpected 
work-from-home policies. But as dramatic as these changes 
are, such a shock is not necessarily recession causing. As long 
as current public health measures are sufficient to prevent 
the Coronavirus from becoming truly widespread across the 
nation, it is business delayed rather than business cancelled.

CA Total Nonfarm  1.5%  |  1.3% 
Employment Growth  
The fourth quarter of 2019 marked the end of ten years 
of strong expansion for the California economy. Over the 
course of the past decade, nearly 3.5 million nonfarm jobs 
were added to the state, at a growth rate of 23%. In the 
preceding decade, fewer than one-quarter of a million 
jobs were added to California’s economy, a growth rate of 
1.5%. However, the state is in a different economic reality 
than before the COVID-19 pandemic hit. The California 
economy does enter this crisis from a position of strength. 

CA Unemployment Rate      4.0%  |  4.0%
The big unknown is how long the shock to the economy 
will last. The CDC has recommended that public gatherings 
of more than 50 people cease for 8 weeks. In addition, we 
know that university closures will last for many months. 
While university employees will be paid, many businesses 
surrounding universities will be adversely affected as staff 
and students are their primary source of income. Coupled 
with federal stimulus, and a resumption of some semblance 
of normalcy within a couple of months, immediate economic 
hardship could be somewhat temporary, with consumption 
deferred to a later period. But those dark clouds could turn into 
a storm for the state’s economy if this unprecedented draw 
down in peacetime consumption endures into the summer. 

CA Median Existing  $532,216 | $564,823 
Home Price  
The state’s strong fourth quarter paints a picture that is a far 
cry from the beginning of the year when the stock market 
had just seen a major correction, there was anxiety about 
trade uncertainty, and forecasts about a national and global 
slowdown were coming from all quarters. Unfortunately, 
the anxiety has returned due to the COVID-19 pandemic. 
Home prices won’t drop under our baseline scenario, but the 
likelihood of them being affected continues to I crease the 
longer the situation drags on. 

CA Residential              126,449  |  131,572 
Building Permits
The number of housing permits issued in the state peaked in 
the first quarter of 2018 and has trended lower since then. 
Even before this downturn, the state was in the midst of a 
housing shortage. As the shortage persists, it will create two 
primary effects. First, it will put upward pressure on housing 
prices, exacerbating affordability problems, and second 
(relatedly), it will shape the nature of the state’s labor force. 

2020/21 |  2021/22

Beacon Economics 
Southern California Office 

5777 West Century Boulevard, Suite 895 
Los Angeles, CA 90045 

Telephone: 310.571.3399 
Fax: 424.646.4660 

Beacon Economics has proven to be one of the most thorough and 
accurate economic research/analytical forecasting firms in the country.  
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 
and HdL helps both companies enhance the accuracy of the work that 
they perform for their respective clients. 
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