City of Poway
Sales Tax Update

First Quarter Receipts for Fourth Quarter Sales (October - December 2014)
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Holiday Quarter Up

Adjusted for accounting aberrations,
California’s local sales and use tax rev-
enues for the fourth quarter (October
— December) of 2014 were 3.6% higher
than last year’s holiday quarter.

The gain was primarily due to contin-
ued strong demand for new cars and
trucks, increased restaurant patronage
and a rise in the countywide “use tax”
allocation pools resulting from a shift
to online shopping where much of the
merchandise is shipped from out of state.
General consumer goods sales allocat-
ed via the pools rose 22% during this
holiday quarter versus an increase in tax
receipts from brick and mortar stores of
only 2.8%.

Robust sales for building and con-
struction materials added to the over-
all increase which was largely offset by
significant declines in revenues from
petroleum related industries and ser-
vice stations.

Gasoline Supply and Demand

Statewide, fourth quarter’s tax receipts
from fuel and service stations dropped
10.4% from the previous year. Prices
rebounded in the first quarter of 2015

Triple Flip Unwind

In March 2004, California voters ap-
proved Proposition 57, the California
Economic Recovery Bond Act that au-
thorized the issuance of $15 billion in
“Economic Recovery Bonds” to close the
state’s operating budget deficit.

The Bradley-Burns local sales tax rate
was decreased from 1 percent to 0.75
percent and the diverted 0.25 percent
rate was pledged to repay the bonds.
The state then directed that counties
reimburse local governments for the
0.25 percent loss with property tax from
the Educational Revenue Augmentation
Fund (ERAF) set up for schools and
then reimburse schools for the ERAF
loss from the State General Fund. The
funding scheme became known as the

“Triple Flip.”

The governor’s FY 2014-15 state budget
currently provides for retiring the bonds
as early as July 2015. If carried out as
planned, local agencies would receive
their final “true-ups” of triple flip re-
imbursements in the first half of 2016
and the full one cent Bradley-Burns tax
reinstated in their second quarter 2016
receipts.
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. . Business Services 411 44.2% 25.2% -4.5%
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demand for gasoline, with consumption
. . Heavy Industrial 60.1 44.7% -3.3% 14.6%
at the lowest it has been in 30 years.
Light Industrial/Printers 53.2 41.4% -0.2% -1.4%
From 2008 through 2014 Californians Lumber/Building Materials — CONFIDENTIAL — 9.5% -0.7%
purchased just over 10 million new New Motor Vehicle Dealers 546.0 4.6% 6.8% 7.6%
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boomers age into retirement and mil-
Iennials increasingly favor pubhc trans- Total All Accounts $2,876.6 4.4% 3.5% 3.8%
portation and car services that make County & State Pool Allocation $417.1 10.7% 9.7% 4.7%
owning 2 vehicle less necessary. Gross Receipts $3,293.7 5.2% 4.2% 3.9%




