
Second Quarter Receipts for First Quarter Sales (Jan. - Mar. 2005)

Sales Tax By Major Business Group

Intermingling of Stores and Web =
Nexus

Borders Online must pay California
sales tax according to a ruling by the
1st Circuit Court of Appeals.

Borders Online, which is a separate
entity from Borders Inc., had argued
that because it has no physical pres-
ence in California, it is exempt from
sales tax per a 1992 Federal Supreme
Court decision (Quill v. North Da-
kota) that said only retailers with an
in-state nexus are required to collect
that state’s taxes.

However, the California court ruled
that the operations of the two corpo-
rations are too interlinked for the web
store to be considered as a separate,
out-of-state retailer and that the Cali-
fornia stores actually serve as an
agent for Borders Online.  They cited
in-store advertising for the web site,
receipts that said “visit us online at

www.borders.com” and the ability of
web customers to return merchan-
dise to the stores.  They further noted
that the companies have common of-
ficers and directors, share marketing
and financial data and maintain a similar
logo.

Amazon Inc., which contractually
manages the web site for Borders,
argues that its own operation is not
impacted by the decision because they
have no ownership interest in any of
Border’s entities and are not ulti-
mately responsible for the tax.  (Bor-
ders Online LLC vs. State Board of Equal-
ization, Case No. A105486 (Cal. Crt. App.
May 31, 2005).

Statewide Growth Trends
Cities and counties in California

generated $1,225,545,549 in local sales
and use tax in the first quarter of 2005,
exhibiting a state wide gain of 4.9%
over the same quarter one year-ago.

con't on back page
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SALES TAX NOTES

Receipts from January - March
sales increased 0.3% compared to
the same period a year ago but aber-
rations skewed results.  With anoma-
lies removed actual sales dipped 7.8%.

Sales activity grew in the discount
department store, lumber/building ma-
terials, new auto, farm products/equip-
ment and contractor groups. Gains in
electrical equipment, heavy industrial
and restaurants with beer/wine were
overstated by retroactive adjustments.
A rise in the city’s share of the
countywide use tax allocation pool
added to overall revenues.

Corrections for reporting errors
exaggerated losses in light industrial/
printers and office supplies accounts
while payment deviations and delays
caused the decline in service stations.

Gross receipts for all of Alameda
County rose 1.0% over last year.

In Brief

LIVERMORE SALES TAX
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Southern California’s Inland Empire,
the San Joaquin Valley and the subur-
ban communities surrounding Sacra-
mento continued to lead the state in
sales tax growth.

Despite record rainfall, most re-
gions benefitted from increased spend-
ing on general consumer goods and
restaurants. Receipts from fuel and
service stations increased 6.5% when
adjusted for aberrations.

There was little growth in car sales
except in the Sacramento and San
Joaquin Valley regions while Building
and Construction materials continued
to reflect strong demand and prices.

Gains in business transactions were
primarily limited to the Sacramento
region, Southern California and the
San Joaquin Valley, where sales of
agricultural related goods and equip-
ment were exceptionally strong.  Al-
though there were some bright spots
in the high tech sector, overall re-
ceipts from business sales in the nine-
county Bay area continued to lag.

con't from front page
Regional gains over last year’s com-

parable quarter:
Bay Area 2.4%
Central Coast 2.2%
Far Northern Counties 6.5%
Sacramento Region 4.8%
San Joaquin Valley 9.1%
Sierra Foothills 5.2%
Southern California 5.4%

Top 20 Business Categories

Point-of-Sale 15,987,870 16,600,347
County Pool 1,753,269 2,165,277
State Pool 31,621 21,348
Gross Receipts 17,772,759 18,786,972
Less Triple Flip* 0 (3,505,755)

          Fiscal Year To Date Revenue Comparison
2003-04 2004-05

*Reimbursed from county compensation fund
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