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SALES TAX BY MAJOR BUSINESS GROUP
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ounting aberra-
cal sales and use
uly through Sep-
s increased 8.6%
patison quarter.
nth consecutive
: the beginning
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Although 2011-12 161§

to be a pertod of strong §
tecovery, most analysts béh?éﬁ ’
that the pace of growth will sl
in 2012-13 with the only disagree-
ment being over the degree of

slowdown.

Additional state budget cuts, con-
tinued high unemployment, fur-
thet declines in home wvalues and
unstable fuel prices are part of the
uncertainty. The financial turmoil
in Europe is also of concern.

Manufacturers, growers, distribu-
tots, transporters and other com-
panies involved in export trade
make up 25% of the state’s gross
product. The Furopean crisis has
the potential of slowing the de-
mand for both US. and Asian
goods which would also pare the
growth of California’s Astan mat-
kets. Compatative strengthening of
the U.S. dollat would also make ex-
potts more expensive,

Analysts worry about the resulting
impact on Silicon Valley’s technol-
ogy industries, the Central Valley’s
agricultural exports and Southern
California’s transportation sectot.

Sales Tax and the Internet

In 1992, the Supteme Court ruled
that interstate commetce rules pre-
clude states from requiring sellers
without an in-state physical pres-
ence to collect local taxes. Since
that time, attempis to interest Con-
gress in cotrecting the problem
have been unsuccessful.

With internet sellers becoming a
majot tetail competitive force and
more states adopting legislation

In| expanding the definition of what

: Pnstitutes “physical presence,”
yneed for fairness and unifor-
softening opposition. This
competing bills were
jin Congress that would
i ollection of local taxes.
1 S.1452, HR. 3179 and

~ Given the genetal discord and pa-

ralysis in Congress, there is some
question of whether any of these
will pass. However, a compromise
agreement between the State of
California and Amazon has resulted
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in legislation (AB 155) that requires
in-state affiliates of remote sellers
to begin collecting and temitting
sales and use tax by September 15,
2012. Estimates on the amount of
new tevenues that will be generated
have been difficult to develop but
local agencies should not expect
gains of more than $§1 per capita.
More on the congressional legisla-
tion can be found in HdL’s Decem-
ber issues paper.
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