City of Livermore

Sales Tax Update

Second Quarter Receipts for First Quarter Sales (Jan-Mar 2011)
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Livermore
In Brief

Receipls for Livermore’s January
through March sales were 12.9%
higher than the same quarter one
year ago.

The increase in the business and
industrial sector was inflated by a
taxpayer refund in the medical/bio-
tech group that depressed year-ago
returns.  Nonetheless there were
gains in equipment repair/rentals,
electrical equipment, communica-
tions, food service, chemicals and
supplies and utilities.

New auto sales soared compared

SALES TAX BY MAJOR BUSINESS GROUP
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to the same period a year ago while Business General Autos Fuel and Building Restaurants Food
Itiol LS and Consumer and Service and and and
multiple payment deviations over- Industry Goods Transportation Stations Construction Hotels Drugs

stated positive results in restau-
rants. Sales activity in general re-

tail was tepid with the biggest gain
in electronics. A onetime anomaly Tor 25 PRODUCERS REVENUE COMPARISON
suppressed the rise in service sta- In Alphabetical Order s O
tions from higher fuel prices. Build- 7 Eleven Macpherson QuUrQuaRErs =T &
ing materials showed signs of recov- AMS Net \é\fest?rn Tool
ery Arco AM PM upply 2009-10 2010-11
: n—— Mobile Modular
Adjusted for aberations, taxable Bl WG Management Point-of-Sale $13,210,075  $14.069,099
sales for all of Alameda County in- ; Porsche of
creased 9.7% over the comparable Harris Rebar Livermore County Pool 1,713,856 1,977,523
time period, while the Bay Area as a Home Depot Safeway 3 )
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Services Save Mart :
Jifco Supermarkets Gross Receipts ~ $14,935801  $16,053,165
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Subaru/Honda US Foodservice drd Z
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Lincoln Mercury e
Lowes S
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Statewide Sales on the Rise
Adjusted for accounting aberrations,
California’s local sales and use tax rev-
enues from transactions during the
first quarter of 2011 were 9.2% higher
than the previous year’s comparable
quarter. This represents the fifth con-
secutive quarter of recovery and the
largest percentage gain since the sec-
ond quarter of 2005. Total annual rev-
enues however, are still 14.8 % below
2006-2007.

Most regions of the state shared in the
increase with the largest contributor
coming from a dramatic surge in fuel
prices. Allocations from new car sales
also were a factor with a statewide
gain of 19.8% over the first quarter
of 2010. Revenues from full service
restaurants and consumer electronics
exhibited increases of 10% or more.

California Outlook

The good news is that California’s
economy is recovering and sales tax
However, gains
in the next two quarters will be held
back by temporary supply chain dis-

growth will follow

ruptions caused by the earthquake and
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ting local brick and mortar stores at a
competitive disadvantage.

This year, California has attempted to
partially correct the inequity through
the passage of ABX1 28 which com-
bines the differing strategies of three
previous bills with each designed to be
severable in the event of a successful
court challenge.

The first follows the lead of New York
State by declaring that internet sales
through a host of in-state affiliates
constitutes “substantial nexus” and
therefore makes sales through those
affiliates subject to sales tax. ABX1 28
also prevents companies with in-state
brick and mortar stores from treating
those stores as separate legal entities to
avoid collecting tax on internet sales.
The third strategy permits the state to
use a revised definition of “engaged in
business in this state” if future court
decisions expand the definition of
nexus so that internet sellers must col-
lect sales tax in their customers’ juris-
dictions.

ABX1 28 is expected to increase

statewide tax collections by $317 mil-
lion annually, with local governments
splitting about $39 million or roughly
$1.00 per capita. Revenues from these
out of state sales would be distributed
primarily though the countywide use
tax allocation pools.

Staying Alive (shrinking retailers)
Agencies in smaller market areas may
have fresh opportunities for new retail
with big box stores now planning on
smaller facilities. Reducing floor area
is seen as another method of cost con-
tainment as consumer thriftiness keeps
pressure on corporate profit margins.
JC Penney, Petsmart, T] Maxx and
Staples have announced plans to build
stores up to 40% smaller than their
existing locations while Best Buy is
planning to sublease part of the space
in their existing stores and retail giant
Wal-Mart is experimenting with stores
as small as 14,000 square feet to re-
capture lost market share from dollar

stores.
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