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In Brief

Sales Tax Update

Receipts for sales occurring Octo-
ber through December were 33.2% 
lower than the same quarter a year 
ago but aberrations skewed results.  
With anomalies removed, actual 
sales decreased 27.9%.

Closed dealerships exacerbated 
already deteriorating sales in new 
autos, trailers/RVs and used autos. 
A onetime allocation error that infl at-
ed year ago proceeds exaggerated 
the decline in service stations from 
lower prices.  Once adjusted for this 
onetime event, this group declined 
16.7%.  A similar occurrence over-
stated the decrease in general retail 
overall.

The contraction in employment, 
housing and construction activity 
also negatively impacted the sale of 
lumber, building materials and busi-
ness to business supplies.  

Temporary aberrations account-
ed for the rise in the transportation/
rentals and plumbing/electrical sup-
ply classifi cations.

Adjusted for reporting aberrations, 
taxable sales for all of San Bernardi-
no County and its cities dropped 
16.0% over the comparable time pe-
riod while Southern California as a 
whole was down 14.2%.
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City of  Colton
Statewide Sales Sink!
Adjusted for accounting aberrations, 
point of  sale receipts from October 
through December sales were 13.1% 
lower than the same quarter of  2007.  
The revenues generated in this holiday 
quarter were the lowest since 2003.
The declines occurred in all categories 
of  sales except fast food restaurants 
and grocery stores and were experi-
enced in all counties and regions.  Of  
particular signifi cance were the 23% 
decline in receipts from petroleum re-
lated businesses which resulted from 
declining prices and consumption, a 
37% drop in revenues from new car 
sales, and a 14.6% decrease in sales 
tax allocations from building and con-
struction materials.
Tax revenues from general consumer 
goods were down 10.4% from the 
2007 holiday quarter while business to 
business sales were 9.0% lower.
This was the sixth consecutive quar-
ter of  lower statewide allocations.  
Trade association surveys indicate that 
January through March sales will be 
equally dismal.  The latest HdL con-
sensus forecast estimates that fi scal 
2008/2009 sales and use tax revenues 
will be 8.8% below the prior year.
Most economists believe that the re-
cession will not bottom out until late 
2009 and signifi cant recovery will not 
occur before 2011/2012.

New Sales Tax Rate
Article 13A of  the state constitution 
authorizes the state legislature to in-
crease taxes other than property by 
a two thirds vote.  This allowed the 
2008/2009 state budget compromise 
which temporarily increases the state 
portion of  the sales and use tax rate 
by 1.0% from April 1, 2009 to July 1, 
2011.  The increase will be extended 
for one additional year if  voters ap-
prove Proposition 1A, the state spend-
ing cap measure on the May ballot.
This brings California’s top combined 
sales, transactions and use tax rate to 

10.25%, except in Los Angeles Coun-
ty, where on July 1, 2009 the maximum 
possible rate becomes 10.75% as an 
additional one-half  cent tax passed by 
that county’s voters in November takes 
effect.  Only two agencies in California 
will reach the highest rate.
Economists disagree on how consum-
ers will react to a double digit sales tax.  
The actual impact may be diffi cult to 
distinguish from sales lost due to cur-
rent economic conditions and record 
low consumer confi dence. 
 In preparing their revenue projections, 
the State Department of  Finance as-
sumed that the additional one cent tax 
would result in a one percent loss in 
future purchases.

Stimulus Package Benefi ts
The American Recovery and Reinvest-
ment Act of  2009 will send an estimat-
ed $31 billion to the state. Roughly one 
third will be used to backfi ll state bud-
get cutbacks in education and other 
programs, another third for new state 
spending and the fi nal third for grants 
made on a competitive basis.  Near-

term benefi ts most likely to boost retail 
spending include “Making Work Pay” 
tax credits to boost payroll checks,  ex-
tending and increasing unemployment 
insurance payouts, and allowing buyers 
of  new vehicles purchased between 
February 17th and December 31st to 
deduct state sales tax from their fed-
eral income tax.  Analysts warn that 
for the short term, these benefi ts will 
do little more than slow the economy’s 
descent.
 


