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November 17, 2010

City of

Finance Director

Address

Sacramento, CA  95814



Tax Area Code: 

Dear Finance Director:
Third Advance Adjustment

Warrant Amount for November 2010

As you are aware, the current economic conditions have continued to cause dramatic declines in reported revenues.  Based on the projected changes in revenues for your jurisdiction the 3rd Advance for the 3rd Quarter of 2010, was subject to an adjustment of -5.0% or $$$$$ resulting in an adjusted advance amount of $$$$$.  

When the advances for the Third Quarter 2010 were finalized in September, 2010, a growth factor was not applied to the first and second advances since initial statewide cash receipts were down by approximately 9.3%.  A subsequent review of the statewide cash receipts for all of Third Quarter 2010 disclosed that there was an overall decline in sales and use tax collections of approximately 8.0%.

In an attempt to identify the impact to specific jurisdictions, the Local Revenue Allocation Unit collected sales data for the top revenue generators in each industry code.  The accounts that were examined accounted for at least 25% of revenues reported under each industry code.  The amounts that were reported for these accounts for the 3rd Quarter of 2010 were compared to the amounts that were reported for the 3rd Quarter of 2009 to arrive at the projected growth by industry code.  The growth factor for each industry code was then applied to the amount reported for that industry code in the base period on a jurisdiction by jurisdiction basis.  This allowed for the computation of in individualized growth factor for each jurisdiction.  

If the projected decrease in revenues for a given jurisdiction exceeded negative 5.0%, an adjustment of -5.0% was applied to the normalized allocation and deducted from the November 2010 advance payment.  If the projected increase in revenues for a given jurisdiction was greater than 5.0%, an adjustment of 5.0% was applied to the normalized allocation and added to the November 2010 advance payment.  No adjustments were made to advances for jurisdictions whose overall increase/decrease in revenues fell between -5.0% and 5.0%.  

We believe this action was necessary to avoid over-advancing sales and use tax dollars to a point that would impact future payments to your jurisdiction as well as those of your neighboring communities.  Given the continuing economic situation, we expect to continue monitoring sales and use tax revenues and keep you informed of any advance adjustments needed in the future.

If you have any questions, please call Sonia Calistro or Jim Kendrick at (916) 324-3000 or email the Local Revenue Allocation Unit at EWGroup@boe.ca.gov.


Sincerely,


L. D. Micheli


Supervisor, Local Revenue Allocation Unit
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