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About HdL

TRIFECTA 
Superior service

Increased revenue
Decreased costs

COMPLIANCE
HdL helps clients reduce risk 

by keeping current with 
ever-changing legislation

RESULTS
Average city growth 

rates are ~3%, 
HdL clients are 2x that!

PROUD
TO SERVE

CITIES, COUNTIES &
SPECIAL DISTRICTS

FOR

40+ YEARS

100%
EMPLOYEE

OWNED

500+
Municipal

Clients 

$3billion+
Recovered 

revenue

99.6%
Avg. Client 
Retention
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What is Sales Tax…
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• Tax only levied once: when purchased or used by 
the ultimate consumer
• Retailer buys at wholesale and pays no tax

• Files resale permit with supplier

Sales tax is imposed on ALL sales of 
tangible personal property in California
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What is NOT taxed…
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And Lot’s More: CDTFA 
Publication 61  

is 26 pages long with small print

• Property – Land and Buildings
• Utilities – Gas, Electricity and Water sold in bulk or 

through pipes
• Merchandise Sold to the Federal Government
• Food Sold for Home Consumption 
• Prescription Medicine
• Goods transmitted electronically 

(Music, Books, Movies, Computer Software, etc.)
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Limitation Opportunities Every Year….
New Bills: 2024 Leg Cycle:

• AB 2061 – exempt zero emission public transportation ferries
• AB 2274 – tax holiday exemption, first weekend of August for school shopping



What is ‘Use Tax’…
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o Charged on goods sold to California customers from out-of-state retailers
o Collected but a local place of sale limited to each county

HOW IS USE TAX DISTRIBUTED?
First – allocated into the county pool 
where the goods were delivered
Second – distributed from the pool to all 
county agencies, based on their pro-rata 
share of sales tax for that quarter.
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Tax Rate Breakdown:
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* Rate above 9.25% cap: AB 1613 Transportation Tax Measure W and SB 797 
PCJPB (Caltrain) Measure RR – rates are recipients of special legislation that 
allowed these countywide tax rates to not count against statewide TUT 2% cap.

General Fund

Restricted Use

Countywide and regional 
voter approved TUTs total 
2.125% of tax rate;   

1.50%  applied against 
statewide cap of 2%.

Special legislation –
allowed to exceed cap*
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0.50% District Tax Cap Space left 
for San Mateo Co. Uninc Area
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San Mateo Agencies – Sales Tax Rates
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San Mateo County Rate:
• Applies to all agencies within County 

without a local transactions tax (TUT)
• All agencies pay TUTs - A, K, W, RR, etc.

Transactions Tax Rates:
• State law allows approval in increments of 0.125%
• Currently, County agencies can’t consider an additional 

countywide transactions tax without new legislative authority
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Cities listed approved local TUTs
• Eight at 9.875% rates have no cap room
• Burlingame, City of San Mateo 0.25% left
• Cities not listed have 0.50% cap space

March 19, 2024



Local (1%) Sales and Use Tax Allocation
DIRECT ALLOCATION (JURISDICTION)

• Generally, Sales Tax

• Retailers hold a sellers permit with 
registered places of business (sub-
outlets)

• City receives full 1% value
• Examples – auto dealers, general 

merchandise retailers, big box stores, 
restaurants, gas stations, grocers, drug 
stores, etc.

INDIRECT ALLOCATION (POOLS)

• Traditionally, Use Tax
• Allocated through countywide pools 

based on place of use
• Increased last 4 years due to growth 

in online sales & addition of 
marketplace facilitators

• Pool $ distributed to all jurisdictions 
within each county based on their 
pro-rata share of ‘place of sale’ 
revenues
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County of San Mateo received 11 cents for each $1 paid into San Mateo Pool 
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San Mateo Co Uninc. Sales Tax Results
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Pools Decrease: Ecommerce steady, yet taxpayer reporting changes reduced out of state inventory fulfillment
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Uninc. Area Sales Tax - Larger Sectors

What contributed to 4.4% 
growth?
◦ Inflation:  baked into cost of many 

products, taxable goods
◦ Preponderance of gain tied to SFO 

operations:
◦ More passengers = > car rentals, more 

patrons at airport restaurants
◦ Steady investment in aircraft equipment
◦ Petroleum segment is jet fuel demand on 

the rise
◦ Service Stations: Gasoline prices soared 

in 2022
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Top Performing Sectors:

22Q4-23Q3 21Q4-22Q3 % Chg
Business Type Description (Count)
Transportation/Rentals (33) 5,049,923 4,783,790 5.6%
Petroleum Prod/Equipment (14) 4,214,126 4,162,732 1.2%
Casual Dining (124) 2,538,723 2,130,688 19.2%
Service Stations (19) 1,064,188 1,266,310 -16.0%
Aircraft Sales & Service (11) 918,985    858,915    7.0%
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Regional Per Capita Sales Tax Trends
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Transaction and Use Taxes
Follows the goods to consumer/where 
goods are delivered, no matter where they 
come from
Assembly Bill 147 – Regulations on Out-of-State 
Online Retailers requiring them to collect and 
remit sales & use tax from all transactions.
 California’s implementation of Supreme Court’s 

decision in South Dakota v. Wayfair
 Effective October 1, 2019
 While many large internet retailers were 

already collecting, still a dramatic positive 
impact for agencies
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Measure K:  0.50% rate, extended 
Measure A 20 years, 4/1/2013 to 

3/31/3043, general purpose

• Prop A:  0.50% rate, effective 7/1/1982, no 
sunset date.  SMCTD (SamTrans) transit 
purposes

• Measure A:  0.50% rate, 25 year extension, 
effective 1/1/2009, sunsets 12/31/2033.  
SMCTA transportation purposes

• Measure W: 0.50% rate, effective 
7/1/2019, sunsets 6/30/2049.  SMCTA, 
SMCTD transportation purposes

• Measure RR:  0.125% rate, effective 
7/1/2021, sunsets 6/30/2051.                   
JPB Caltrain purposes
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Measure K Recent Results
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Measure K - Larger Sectors

Key findings from 0.4% growth?
Broader base – countywide taxpayers
◦ Residents bought new cars and trucks
◦ Ecommerce/online spending stayed 

strong (general merchandise)
◦ Patronage hearty at dining in and drive 

thru restaurants
◦ Customers kept paying more for less

◦ Contractors were busy
◦ Smaller investment in medical 

equipment
◦ Building suppliers and service stations: 

Price drops
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Top Performing Sectors:
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For Counties
Larger financial 

impact than 
Bradley-Burns

Why the focus on Prop 172?
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Prop 172 Tax History
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• 1978 – Voter pass Prop 13 limiting the amount of property tax revenue to schools 
and local government 

• 1992 – State Legislature and Governor Wilson, facing budget deficits, instructed 
County Auditors to shift the allocation of local property tax revenues from local 
government to ‘educational revenue augmentation funds (ERAFs) – allowing the 
State’s General Fund to reduce support of schools

• 1993 - Proposition 172 Imposed 0.50% for public safety (Police, Fire, Sheriff, 
DA) to replace confiscation of ERAF property tax revenues. Codified a prior sales 
tax increase for public safety, so from the State’s portion and effectively no 
change to statewide rate.

Credit: www.CaliforniaCityFinance.com/Prop172Facts.pdf
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• Usually months when the quarterly 
tax returns are due – see the 
largest allocations

• Can also be impacted by large 
monthly tax remitters and the 
economic trends they experience

• Many counties will disburse to 
cities the following month

County Monthly Cash Flow Summary
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• By law, most counties keep 
95% - distribute 5%

• Allocation of 5% based on 
each city’s revenue shifted 
to ERAF back in 1993-94

• 9 counties with unique 
allocation formulas:
Alameda, Fresno, Kings, 

Merced, 
San Bernardino, San Diego, San 
Joaquin, Solano, Yolo

Allocations to Cities
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Trends, 
Considerations 
and Outlook
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Major Industry Group 3Q 2023
Autos & Transportation -2.6%
Building & Construction -2.6%
Business & Industry 3.7%
Food & Drugs -2.6%
Fuel & Service Stations -7.8%
General Consumer Goods -2.7%
Restaurants & Hotels 2.6%
Pools -3.0%

Total -1.5%

3nd Quarter 2023 Statewide Sales Tax Results
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Region 3Q 2023
Far North -3.1%
Bay Area -3.0%
Southern California -1.6%
Sacramento Region -1.5%
San Joaquin Valley -0.4%
Central Coast 0.0%
Sierras 2.8%
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4q23 Topline Results
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Holiday Sales Data just received March 13

Sales Tax Variance Highlights:
• San Mateo Pool rose 5%; County share higher as 

ecommerce holiday shopping was up
• Many restaurants (SFO based) reported better totals
• Slightly lower returns filed by jet fuel sellers, 

transportation rental companies

4q23 Topline Results Estimated Received $ Variance %  Variance
Sales Tax $8.14 m $8.54 m $0.40 m 4.9%
Measure K $30.23 m $30.37 m $0.15 m 0.5%



Forecast Considerations
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Supply 
Chain

Credit 
Card Debt

Savings 
Trends

Consumer 
Spending

Inflation 
& Prices

Interest 
Rates

Gas Prices
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16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29

2.7% 5.6% 4.6% -2.0% 11.4% 15.6% 2.0% -0.2% 2.1% 2.8% 3.0% 2.9% 2.9%

HdL Statewide Trend – Annual Outlook (FY)
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Big COVID rebound
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Economic Outlook Summary
◦ FY 2023-24 headline is ‘economic uncertainty’ –

Statewide sales taxes down slightly with slow expansion in outer years
◦ Recession still not expected
◦ Inflation improving – price drops to follow?
◦ Federal Reserve Rate decreases expected; now in latter part of 2024?
◦ World events influencing outlooks
◦ Unemployment #s still favorable; tech losses influence spending on some taxable goods
◦ Cost pressures 
◦ (e.g. new minimum wage law AB1228 for fast food restaurants effective 4/1/2024)

◦ Stock market, consumer confidence ebb and flow
◦ Sales taxes specific:
◦ General retail – brick and mortar now has 5 consecutive quarters of decline
◦ Autos – EV and luxury market has cooled
◦ Large scale construction and permitting activity paused as project costs escalated
◦ Not keeping up with cost of public services
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Sales Tax & Measure K Summary

Outlook
◦ Uninc. Area Sales Taxes
◦ FY 2023-24 – B2B lower, had one time payments 

in prior year; fuel and auto prices decline; 
changes in taxpayer filing and negative audit 
correction cause pool allocations to fall

◦ Measure K Transactions Taxes
◦ FY 2023-24 - same explanations for B2B, fuel 

and autos
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HdL Forecasts:
FY  2022-23 

Act
FY  2023-24 

Est % Chg
FY 2024-25 

Est % Chg
Sales Tax $34.5 m $33.8 m -1.9% $34.7 m 2.6%
Measure K $117.9 m $116.3 m -1.4% $118.5 m 1.9%
Combined Total $152.3 m $150.1 m -1.5% $153.2 m 2.1%



Thank you!

Ken Nordhoff, Principal                        
knordhoff@hdlcompanies.com

888.861.0220
www.hdlcompanies.com

Brea | Fresno | Pleasanton
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