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CITY OF PLACERVILLE HIGHLIGHTS

Placerville’s receipts from July through
September were 0.3% below the third
sales period in 2021. Excluding reporting
aberrations, actual sales were up 0.2%.

Sales weakened in multiple sectors
due to pricing pressures on essentials
such as food, housing and energy as
federal policy makers took action to cool
consumer demand. Prices at the pump
have risen steadily and service stations
reported another quarter of double-digit
gains. Crude oil and pump prices have
been declining recently and less demand
is anticipated in calendar year 2023.

Patrons enjoyed the experiences of
dining out at local full-service dining

www.hdlcompanies.com | 888.861.0220

options and quick service restaurants
even when faced with rising menu prices.
Results in the automotive sector couldn’t
match the strong receipts posted last
year. General consumer goods retail
activity dropped as shoppers felt pricing
pressures and had less savings or
stimulus dollars to spend.

Voter approved Measures J, H and
L posted similar overall results with
declines in the automotive group and
general consumer goods purchases.

Net of aberrations, taxable sales for all of
El Dorado County grew 13.6% over the
comparable time period; the Sacramento
region was up 6.8%.

Big 5 Sporting Goods
Bricks Restaurant
C & H Motor Parts

Chuck’s Cannabis
Collective

Diamond Pacific
Ferguson Enterprises
Home Depot

In N Out Burger

Kwik Serv

Les Schwab Tire Center
Marathon

McDonalds

Placerville Valero
Raley’s

TOP 25 PRODUCERS

Rancho Convenience
Center

Rite Aid
Save Mart
Shell

Sierra Nevada Tire &
Wheel

Thompsons Buick Gmc

Thompsons Chrysler
Dodge Jeep Ram

Thompson's Toyota
Tractor Supply

W N Hunt & Sons
Distributors

Western Refining Retail

HdI® Companies

Published by HdL Companies in Winter 2023



3Q 2022

CITY OF PLACERVILLE SALES TAX UPDATE

STATEWIDE RESULTS

Local one cent sales and use tax for sales
occurring July through September was 8%
higher than the same quarter one year ago
after adjusting for accounting anomalies
and back payments from previous quarters.
These returns mark another strong period of
growth for the California spending economy.

Even as the Federal Reserve Board continued
ramping up interest rates in an effort to curb
the larger concern of inflation, consumers
maintained purchases on multiple fronts,
especially automobiles. Surprisingly, new
car dealers experienced 10% gains over
the comparable period in 2021. Limited
inventory and demand for higher mileage
vehicles including electric and hybrid
models helped support growth. In addition,
the increased cost of used vehicles has
pushed many into the new vehicle market;
in contrast, sales of recreation vehicles and
auto leasing activity remained soft.

the summer of 2022
had the highest gas prices on record;

For Californians,

subsequently fuel and service stations
receipts jumped 21%. Commuters and
summer travel remained steady, yet overall
consumption still trails pre-pandemic levels
by approximately 13%. Although the Russia-
Ukraine conflict initially caused a dramatic
shift in global crude oil markets, prices have

begun to pull back closer to historical norms.

Restaurants experienced a strong uptick as
increased menu prices, consistent desire
to dine out and strong tourism contributed
to this favorable news. Just as important,
theme parks, leisure-entertainment venues
and hotels pushed positive momentum
back to 2019 levels. With tightening profit
margins and sustained labor concerns, future
improvement could be slowed compared to
the last two years.

Busy contractors and plumbing-electrical

suppliers boosted the building-construction
Solid
housing prices persisted despite

sector. residential and commercial
recent
interest rate hikes. Tenant improvements
further support spending activity

businesses assess future office needs. With

as

statewide new housing requirements and
federal infrastructure funding on the horizon,
current forecasts stay optimistic.

Steady investment in capital equipment
coupled with the overall increased price of
goods enhanced both business-industry and

countywide use tax pool allocations.

For the second straight quarter, fuel sales
linked
propped

to discount department stores

up general consumer goods

REVENUE BY BUSINESS GROUP

Placerville This Quarter*

results. Otherwise, retailers experienced
flat to decreased receipts as many apparel
categories, home furnishings and sporting
goods struggled to keep pace with the
prior year. As consumers balanced summer
opportunities and higher prices, in-store
shopping appears to have taken a temporary

back seat.

Sustained price increases and interest rate
hikes certainly have consumers contemplating
where to spend their dollars. However,
historically low statewide unemployment
rates and the recovery of the national stock
markets from declines earlier this year leave

modest optimism heading into 2023.
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TOP NON-CONFIDENTIAL BUSINESS TYPES

Placerville County HdL State
Business Type Q3 '22* Change Change Change
Service Stations 1261 11.4%@ 284%@ 185%@
Casual Dining 832  92%@ 222%@ 101%@
Automotive Supply Stores 66.0 12.5% 0 12.9% G 5.3% 0
Quick-Service Restaurants 617  47%@ 132%@ 40%@
Grocery Stores 390 06%@ 94%@ 3.0%@
Garden/Agricultural Supplies 23.2 4.4%0 3.5% e -2.1%0
Auto Repair Shops 202 17.9%@ 105%@ 107%@
Convenience Stores/Liquor 136 -03%@ 58%@ 16%@
Sporting Goods/Bike Stores 19 -15%@ 242%@ 42%@
Home Furnishings 17 81%@ 45%@ -62%@
|_—Allocation aberrations have been adjusted to reflect sales activity *In thousands of dollars




CITY OF PLACERVILLE

I I dl @ Page 5
MAJOR INDUSTRY GROUPS
Major Industry Grou Count 3Q22 3Q21 $ Change % Change
Autos and Transportation 51 431,566 464,005 (32,439) -7.0%
State and County Pools - 406,977 431,145 (24,168) -5.6%
Building and Construction 14 290,212 269,032 21,179 7.9%
Fuel and Service Stations 18 162,916 144,743 18,173 12.6%
Restaurants and Hotels 91 154,369 141,108 13,261 9.4%
General Consumer Goods 340 88,684 81,624 7,060 8.6%
Food and Drugs 27 76,626 83,846 (7,220) -8.6%
Business and Industry 146 50,170 53,663 (3,493) -6.5%
Transfers & Unidentified 10 2,561 739 1,822 246.5%
Total 697 1,664,079 1,669,905 (5,826) -0.3%
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CITY OF PLACERVILLE

I I dl @ Page 5
MAJOR INDUSTRY GROUPS
ADJUSTED FOR
ECONOMIC DATA
Major Industry Grou Count 3Q22 3Q21 $ Change % Change
Autos and Transportation 51 428,338 457,372 (29,034) -6.3%
State and County Pools - 402,740 412,757 (10,018) -2.4%
Building and Construction 14 281,300 272,727 8,573 3.1%
Fuel and Service Stations 18 163,257 133,016 30,241 22.7%
Restaurants and Hotels 91 151,912 143,999 7,914 5.5%
General Consumer Goods 340 76,951 79,283 (2,332) -2.9%
Food and Drugs 27 76,626 76,257 369 0.5%
Business and Industry 146 47,469 49,980 (2,511) -5.0%
Transfers & Unidentified 10 1,447 1,030 417 40.5%
Total 697 1,630,039 1,626,422 3,618 0.2%
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HdL@ CITY OF PLACERVILLE Page 11

MAJOR INDUSTRY GROUPS - 13 QUARTER HISTORY

Sales Tax by Major Industry Group
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Hdl@ CITY OF PLACERVILLE Page 12
AGENCY COMPARISONS
Per Capita Sales
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]
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[—[d]_@ CITY OF PLACERVILLE MEASURE H

MAJOR INDUSTRY GROUPS

Major Industry Grou Count 3Q22 3Q21 $ Change % Change
Building and Construction 366 87,409 77,843 9,566 12.3%
Autos and Transportation 531 66,982 70,176 (3,194) -4.6%
General Consumer Goods 2,013 61,044 63,189 (2,145) -3.4%
Business and Industry 2,905 56,415 64,946 (8,532) -13.1%
Fuel and Service Stations 53 41,311 48,858 (7,548) -15.4%
Restaurants and Hotels 129 31,616 42,951 (11,335) -26.4%
Food and Drugs 99 20,245 20,590 (346) -1.7%
Transfers & Unidentified 1,680 4,977 3,837 1,140 29.7%
State and County Pools - 0 0 0 -N/A-
Total 7,776 369,998 392,392 (22,393) -5.7%

3Q21 Compared To 3Q22
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[—[d]_@ CITY OF PLACERVILLE MEASURE H

MAJOR INDUSTRY GROUPS

ADJUSTED FOR
ECONOMIC DATA

Major Industry Grou Count 3Q22 3Q21 $ Change % Change
Building and Construction 366 87,026 77,626 9,400 12.1%
Autos and Transportation 531 66,773 63,737 3,036 4.8%
General Consumer Goods 2,013 59,112 60,956 (1,844) -3.0%
Business and Industry 2,905 56,964 63,321 (6,357) -10.0%
Restaurants and Hotels 129 43,294 41,328 1,966 4.8%
Fuel and Service Stations 53 39,882 50,021 (10,139) -20.3%
Food and Drugs 99 21,487 19,791 1,695 8.6%
Transfers & Unidentified 1,680 4,498 3,086 1,412 45.8%
State and County Pools - 0 0 0 -N/A-
Total 7,776 379,036 379,867 (831) -0.2%

3Q21 Compared To 3Q22
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[—[d]_@ CITY OF PLACERVILLE MEASURE J

MAJOR INDUSTRY GROUPS

Major Industry Grou Count 3Q22 3Q21 $ Change % Change
Building and Construction 368 87,382 77,846 9,535 12.2%
Autos and Transportation 535 66,905 70,062 (3,157) -4.5%
General Consumer Goods 2,015 61,066 63,461 (2,394) -3.8%
Business and Industry 2,909 56,494 64,803 (8,309) -12.8%
Fuel and Service Stations 52 41,302 48,854 (7,551) -15.5%
Restaurants and Hotels 130 31,634 42,951 (11,317) -26.3%
Food and Drugs 102 20,261 20,616 (355) -1.7%
Transfers & Unidentified 1,682 4,977 3,837 1,140 29.7%
State and County Pools - 0 0 0 -N/A-
Total 7,793 370,021 392,430 (22,409) -5.7%

3Q21 Compared To 3Q22
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[—[d]_@ CITY OF PLACERVILLE MEASURE J

MAJOR INDUSTRY GROUPS

ADJUSTED FOR
ECONOMIC DATA

Major Industry Grou Count 3Q22 3Q21 $ Change % Change
Building and Construction 368 86,991 77,629 9,361 12.1%
Autos and Transportation 535 66,674 63,659 3,015 4.7%
General Consumer Goods 2,015 59,135 61,109 (1,974) -3.2%
Business and Industry 2,909 57,071 63,211 (6,140) -9.7%
Restaurants and Hotels 130 43,294 41,328 1,966 4.8%
Fuel and Service Stations 52 39,873 50,016 (10,143) -20.3%
Food and Drugs 102 21,503 19,817 1,686 8.5%
Transfers & Unidentified 1,682 4,498 3,086 1,412 45.8%
State and County Pools - 0 0 0 -N/A-
Total 7,793 379,039 379,856 (817) -0.2%

3Q21 Compared To 3Q22
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Hdl ¢ CITY OF PLACERVILLE MEASURE L Page 32
MAJOR INDUSTRY GROUPS
Major Industry Grou Count 3Q22 3Q21 $ Change % Change
Building and Construction 376 175,713 156,653 19,060 12.2%
Autos and Transportation 517 134,664 142,646 (7,982) -5.6%
General Consumer Goods 1,998 121,064 123,883 (2,819) -2.3%
Business and Industry 2,920 112,027 130,574 (18,547) -14.2%
Fuel and Service Stations 55 82,622 97,615 (14,993) -15.4%
Restaurants and Hotels 129 63,234 85,900 (22,667) -26.4%
Food and Drugs 97 40,492 41,136 (644) -1.6%
Transfers & Unidentified 1,688 10,013 7,672 2,341 30.5%
State and County Pools - 0 0 0 -N/A-
Total 7,780 739,829 786,079 (46,250) -5.9%
3Q21 Compared To 3Q22
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Hdl ¢ CITY OF PLACERVILLE MEASURE L Page 32
MAJOR INDUSTRY GROUPS
ADJUSTED FOR
ECONOMIC DATA
Major Industry Grou Count 3Q22 3Q21 $ Change % Change
Building and Construction 376 174,636 156,119 18,518 11.9%
Autos and Transportation 517 134,166 129,096 5,070 3.9%
General Consumer Goods 1,998 117,587 120,501 (2,914) -2.4%
Business and Industry 2,920 112,934 125,496 (12,561) -10.0%
Restaurants and Hotels 129 86,574 82,654 3,919 4.7%
Fuel and Service Stations 55 79,795 100,042 (20,246) -20.2%
Food and Drugs 97 42,977 39,542 3,435 8.7%
Transfers & Unidentified 1,688 9,354 6,172 3,182 51.6%
State and County Pools - 0 0 0 -N/A-
Total 7,780 758,024 759,621 (1,598) -0.2%
3Q21 Compared To 3Q22
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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.

@ 888.861.0220 | solutions@hdlcompanies.com | hdlcompanies.com




@ STATEWIDE
!:nlwgl!; SALES TAX TRENDS

Overview: Over the last few months, slight inflation improvements materialized in various industries, however real change has
yet to take hold. Households remain nervous about the economy sliding into a recession. Nevertheless, customer spending
remained strong through the holiday season. Experts vary on whether a recession will occur and to what extent. Unemployment
rates remain a key indicator of whether this adverse economic situation will occur. From a sales tax perspective, the forecast
does reflect a slowdown in taxable merchandise spending to 0.4% in FY 2023/24 as the higher cost of utilities, food and other
necessities limit dollars available for discretionary and non-essential items.

.Q.

2022/23 | 2023/24
Autos/Transportation 2.9% | -3.0%

Auto inventory available for sale is finally increasing from historic
lows after recent supply chain disruptions and computer chip
shortages ease. The lack of inventory caused the prices for both
new and used vehicles to soar. However, the market now appears to
be at an inflection point. Prior to the recent shift, expensive trucks
and SUVs were in demand and US manufacturers overproduced.
Now consumers prefer less costly, fuel-efficient vehicles which
were in short supply amid summer’s high gas prices. Additionally,
used car prices are declining on the wholesale market as quantities
rise. Escalated financing costs bring additional uncertainty to a
market already squeezed by affordability concerns. These factors are
expected to crimp auto demand and result in a minor dip in revenue
growth in the next fiscal year.

Building/Construction 4.3%]1.0%

Statewide construction permit data continues to reflect vigorous
growth as permit values rose 23% during the summer, the fourth
consecutive quarter of growth. While this is a good sign, the San
Joaquin Valley had signs of a slowdown as the majority of counties
reported lower YTD permit values. Demand for new hotels, parking
garages and office space remains strong. Higher mortgage interest
rates dampened construction of single-family homes, but new
construction has not stopped. The increased borrowing rates are
fueling renovations on existing properties, and home improvement
centers are reporting contractors still have sizeable project backlogs.
Construction material costs remain above pre-pandemic levels.
Pricing will be offset by major Infrastructure and Investment Jobs
Act (IIJA) funded projects in 2023 and the corresponding demand
for materials. By FY 2024/25, construction patterns will normalize as
mortgage rates moderate and the mix of construction projects favors
single-family homes more heavily.

Business/Industry 5.1% | 2.0%

The Business and Industry group swelled 10% during the Q3 sales
period with most of the group’s 21 unique business types expanding.
Comprising 24% of this category’s revenues, fulfillment centers
surged 11.5%, boosted by early online holiday shopping. Industrial
growth continued with strong demand, high cost of materials and
a slight relief in supply chain and labor challenges. Project-related
buying pushed the electrical equipment sector up double digits
while technology investments and other B2B needs buoyed business
services outcomes. HdL projects solid growth through the end of
2022, and modest overall improvement in 2023, into early 2024.
Given the unique composition of this group, predictions vary based
on the size and character of local businesses and industry taxpayers
within each community.

HdL Companies Consensus Forecast
December 2022

2022/23|2023/24

TOTAL 3.8%|0.4%

2022/23 | 2023/24
(j Food/Drugs 1.1% | 2.0%

Grocery stores saw a 3% increase on the sale of taxable goods this
past quarter, due to the uptick in food costs. Recent polls showed
cannabis usage and related revenues declined due to escalated
product costs. Cannabis tax continues to be an alluring revenue
source and many recent voter-approved measures will likely increase
the permitted licenses throughout the state. Like other areas of this
projection, a pullback in consumer spending keeps the estimates up
only 1% in FY 2022/23, though spending in FY 2023/24 and beyond
should grow at a more traditional rate.

E} Fuel/Service Stations 4% | -7.7%

While war and global economic uncertainty caused petroleum per
barrel costs to skyrocket last spring, gas prices have steadily dropped
for two consecutive quarters. As of December 2022, the average per
gallon rate is at its lowest point in 2022 and will continue to experience
downward pressure. Other factors helping lower the associated sales
tax include reduced oil barrel, diesel, and jet fuel prices, paring back
on both consumption and demand for fuel and volatility tied to
Federal Reserve interest rate adjustments. Due to recent results and
outlooks, our forecast for actual sales tax receipts for the next three
quarters (Q4'22-Q2'23) has been lowered. FY 2023/24 should see
a decrease from the prior year's historic gains linked to the events
noted herein.

'E General Consumer Goods 0.9% | -0.1%

Consumer spending and strong demand sustained positive sales
tax receipts from general consumer goods retailers throughout the
summer. Local tax receipts came in as expected for the third quarter
of the year reflecting positive, yet modest gains. Trends observed this
past spring were extended, reinforcing the impact that rising prices
and elevated borrowing costs are having on low to middle income
households. This was most apparent in the apparel categories.
During the 2022 summer gas price peak, tax proceeds from discount
department stores selling fuel increased due to shoppers wanting to
purchase inexpensive fuel. HdL predicts returns will remain flat with
a possible mild slowdown mid-2023. Beyond inflation and interest
rates, low personal savings rates combined with growing credit card
usage might indicate future headwinds for consumers.

While Proposition 172 (1/2 Cent for Public Safety) growth projections
closely track with the statewide Bradley-Burns, calculations vary
somewhat due to the state’s allocation methodology. HdL forecasts
a statewide increase of 3% for fiscal year 2022/23 and .46% for

2023/2024. As some counties rebound from significant sales tax losses
these past two years, and the Bradley-Burns allocations were adjusted
to reflect direct allocations for some internet-related sales, Proposition
172 pro-rata factors have shifted significantly for many counties.
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2022/23|2023/24
Restaurants/Hotels 8.6%|2.5%

Restaurant receipts once again improved compared to prior quarter
filings, yet the increases are the result of higher menu prices
compensating for slower foot traffic. Despite increased admission
costs in the entertainment industry, the demand for experiences
was high and Q3 recorded the largest percentage improvement over
the comparable period. Regional performance varied, impacted by
tourism trends and the return to office on a limited basis. Per the
National Restaurant Association survey, 77% of consumers planned
to order from restaurants during the holidays, which suggests visits
lag 2019 levels. Ever-increasing prices and continued recovery are
pushing hotels and leisure/entertainment to post strong gains.
Though leisure travel remains hearty, business travel has yet to
rebound. The restaurant and hotel industries do not expect patron
prices to decrease, keeping the group’s forecast at an all-time high.

NATIONAL AND STATEWIDE
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teowomcs ECONOMIC DRIVERS
2022/23|2023/24
U.S. Real GDP Growth 0.8%|2.5%

National GDP has functionally stagnated; it was roughly the same
level in Q3 of 2022 as it was in Q4 of 2021. During that period, prices
in the U.S. rose sharply. In response to both underlying inflation and
the Federal Reserve's rate hikes, interest rates have shot up, rising
from record lows to levels that align with long term historical averages.
While interest rates are not high from a long run perspective, their
rapid increase from such a low floor has sent asset markets reeling.
Today’s economy is fragile and highly susceptible to further negative
shocks. Beacon Economics does not view a recession as a foregone
conclusion as many other forecasts have suggested. However, we
acknowledge that certain choices by policymakers in the months
ahead could trigger an economic crisis.

U.S. Unemployment Rate 3.9% | 4.4%

The U.S. economy is not currently in a recession despite the lack of
overall GDP growth. Despite the addition of 4 million payroll jobs since
the start of this year, the U.S. unemployment rate remains well below
4%, and the job openings rate is at 6.3%, well above the pre-pandemic
peak of 4.8%. At the same time, industrial production is at a record
high, manufacturing orders are still rising and overall inventories
remain low. The U.S. economy is clearly operating at capacity, the
exact opposite of what economists refer to as a ‘recession’ — a period
during which an economy, driven by some type of negative shock,
produces less than it could. In contrast, today’s economy is one that
is running at full speed. The U.S. is struggling with meeting demand,
rather than a lack of demand.

CA Unemployment Rate 3.7%| 3.9%

Employers in the state have struggled to hire workers and fill positions.
Typically, there are more unemployed workers in the state than
there are job openings, but since the outbreak of the pandemic, this
paradigm has flipped. Since October 2021, there have been more job
openings in California than there are workers to fill these positions,
meaning that worker availability has been the primary constraint on
job growth in the state.
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2022/23|2023/24
6.2%14.5%

State and County Pools

The combined efforts of online activities anchored to conveniences,
access to large volumes of merchandise, and quick shipment
pledges helped trigger 7% greater use taxes. Following earlier
trends, gains came primarily from private party auto sales and small
value business-based purchases. General retail sales have been flat
or down in the pools this calendar year. Trends show a shift away
from mobile ordering as individuals spent more on travel and/or
experiences. E-commerce makes up about one sixth of overall retail
sales and is predicted to grow modestly in the years ahead. Initial
holiday shopping data divulged online spending up 8% as many
merchants discounted products to move out bloated inventories.
The percentage increases listed for this group reveal increased
demand from industrial and equipment related orders along with
greater cost of goods on the consumer front.

2022/232023/24

CA Total Nonfarm
Employment Growth 3.4%]1.9%

In October, California’s economy reached a milestone, having finally
recovered all jobs that were lost during the outset of the pandemic.
The state reached this milestone more slowly than the national
economy and many other states, because California is experiencing
a pronounced labor shortage. States that exhibited labor force
expansion have also had the highest job growth, while job counts
have yet to recover to pre-pandemic levels in states where the labor
force contracted significantly. This phenomenon has also played out
regionally within California, with job recovery closely tied to labor
force expansion in many counties across the state.

CA Residential
Building Permits 123,921 ] 106,724

To meaningfully lower the costs of home ownership in California,
the supply of housing must increase, particularly in the state’s
largest metropolitan areas. California, given its high housing prices,
is a net exporter of workers with lower levels of earnings and
formal education, and a net importer of workers with higher levels
of formal education. This represents a key policy challenge for the
state as the economy produces (and needs) jobs that pay a range of
wages. Ultimately, California, and particularly its large metropolitan
areas, needs to allow more housing development to increase overall
supply and prevent its lowest income workers from being priced out
of the state.

CA Median Existing
Home Price $651,840 | $606,891

The drop in home sales has led to an increase in the number of
available homes on the market, although the current level remains
far below pre-pandemic inventories. This means that, despite the
drop-off in sales, housing supply in the state remains incredibly
constrained. Tight housing supply will have two consequences. First,
when interest rates begin to fall, the consequent increase in buyers
will again place upward pressure on housing prices. Second, while
prices can and may go lower (prices have already started to turn down
slightly), there is not enough supply in the market to provide the type
of overhang that could lead to acute price declines.

Scan to view the HdL California Consensus
Forecast 3Q22 webinar recording. Email

solutions@hdlcompanies.com to learn more.
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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.

Beacon Economics LLC

310.571.3399 | BeaconEcon.com

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.





