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In Brief

Sales Tax Update

Receipts for sales occurring Oc-
tober to December declined 10.4% 
compared to a year ago but aberra-
tions skewed results.  With anom-
alies removed actual sales dipped 
3.3%.

Business closures in home furnish-
ings dragged down overall perfor-
mance in general consumer retail.  
Sales activity dropped for auto-re-
lated sectors while a correction that 
infl ated the comparison period ac-
counted for the loss in offi ce sup-
plies/furniture and business/indus-
try overall.  A business change neg-
atively impacted results in the ser-
vice station group.  A decline in the 
city’s share of the countywide use 
tax allocation pool accounted for al-
most 40% of the decline in gross re-
ceipts.

Proceeds increased in several cat-
egories including restaurants with no 
alcohol, restaurants with beer/wine, 
specialty stores, used autos and 
sporting goods/bike stores.  Correc-
tion of a prior error caused the spike 
in repair shop/hand tool rentals. 

During the same period San Luis 
Obispo County as a whole rose 
2.4% while the Central Coast region 
gained 4.2%.
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Statewide Sales Flatten
Fourth quarter sales were unchanged 
from the same period in 2005 with 
payment aberrations excluded. This 
represented the weakest holiday per-
formance since 2001.

As indicated below, the slump im-
pacted all business groups with growth 
weaker in 2006 than in 2005 in all but 
Autos & Transportation.  

       Fourth Quarter Sales Tax Comparison
       Q4 ‘06          Q4 ‘05
Business Group    v. Q4 ‘05         v. Q4 ‘04
Autos & Transportation        0.1%           -3.5%
Building & Construction       -5.7%           15.5%
Business & Industry        -0.5%            4.5%
Food & Drugs          2.9%            5.4%
Fuel & Service Stations      -1.6%           14.1%
General Consumer Goods    1.2%            5.0%
Restaurants  & Hotels          4.1%            6.8%
HdL State                              0.0%            5.3%
All fi gures adjusted for economic data.

The lackluster quarter was largely due 
to a 5.7% drop in Building & Con-
struction receipts.  The shift was a re-
fl ection of  the slowdown in residential 
construction with the previously high-
est growth areas (Riverside/San Ber-
nardino, San Joaquin Valley and the 
Sacramento region) experiencing the 
severest declines. 

The dip in Business & Industry re-
ceipts was exaggerated by a $ 1.9 M 
refund for taxes paid on fi nanced pur-
chases that later became uncollectible.  
Over 200 local jurisdictions in Califor-
nia had related negative adjustments 
to their fourth quarter allocations.  
Another factor in the decrease was a 
$1M delayed return for a large busi-
ness services outlet.  

A temporary drop in the average price 
of  gasoline and diesel fuel led to a 
1.6% decline in receipts from Fuel & 
Service Stations. Pump prices have 
since rebounded signifi cantly.

Revenues from restaurants & hotels, 
the quarter’s bright spot, were up in 
nearly all areas of  the state with the 
Bay Area and the Central Coast re-
gions feasting best.    

General Consumer Goods sales ex-
ceeded last year’s by just 1.2% after a 
5% gain the year before.  One likely 
factor:  an upsurge in gift card use.  
Since gift card sales are not taxed un-
til the card is redeemed, more holi-
day related receipts are being delayed 
to the following quarter.  Reports are 
that the dollar value of  gift cards was 
up 35% compared to 2005 resulting in 
a surge in January 2007 sales that was 
10.5% above the prior year.

Fourth quarter Autos & Transporta-
tion results were virtually unchanged, 
an improvement from last year’s 3.5% 
decline.  Foreign brands continued to 
outperform domestics.

Economists are expressing concern 
about the impact of  volatile energy 
prices, cutbacks in capital investment, 
and sub-prime lending on sales rev-
enues through the remainder of  calen-
dar year 2007.  However, the current 
consensus overall, is that statewide 
growth will be weaker than recent years 
but actual declines are not expected.


