City Manager Report
The City of

OKLAHOMA CITY

NO. 6908
DATE OCTOBER 27, 2009
TO: THE MAYOR and MEMBERS OF THE CITY COUNCIL

SUBJECT: SALES AND USE TAX REPORT FOR OCTOBER 2009

Combined sales and use taxes for the General Fund are $8,390,104 below target for the year.

Following is a report on sales and use taxes for the City’s General Fund. Schedules summarizing
activity for all funds are attached. :

General Fund Sales Tax

The October allocation of sales tax to the General Fund totaled $13,869,401. This is $2,376,174
or 14.63 percent below target and 11.87 percent below October 2008 collections. The October
remittance includes actual collections for the second half of August and estimated collections for
the first half of September by major taxpayers. The Oklahoma Tax Commission reimbursed the
City $673,963 for to the Sales Tax Holiday. This is slightly more than the City received in the
prior year.

There are no indications present in the data of a recovery of tax remittances. Much to the
contrary, the percentage of major taxpayers remitting more than the prior year reached a new low
of 29%, indicating that the problems are broad-based across many taxpayers. Furthermore,
Oklahoma City’s largest category, retail, was down 9.04 percent in October, its largest decline
yet in this recession. The effects of the recession appear to have moved beyond Oklahoma City
and Tulsa, with smaller municipalities beginning to see lower remittances.

SALES TAX - CITY COMPARISON
Current Month Versus Same Month Prior Year

" FY 2010 SALES TAX - MAIOR CATEGORY GROWTH RATES -
Oct 09 % Change Year-to-Date % of Total

Category From Oct 08 % Change Sales Tax 15%

Retail -9.04% -7.53% 61.59% 10% T

Transp. & Utilities 2.23% -0.27% 13.99% y 5% T

Services -8.50% 9.78%  1034% & o P

Wholesale -46.01% -28.74% 8.81% o 5% 1

Manufacturing -13.41% -13.11% 3.68% g Oklahoma City

Non-Classified -36.66% -39.36% 0.62% 10% T _g _Tulsa

Other Misc. -5.42% -17.46% 0.97%| -15%

Overall % Change:  -11.87% -9.85%  100.00% 8883338338833
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Not even some “recession proof” retailers are immune from declines from prior year. There are exceptions to every rule,
however, as certain discount chains have been buoyed by the recession as consumers seek to stretch their dollar.

Wholesale declined 46.01 percent on decreases across many taxpayers. One taxpayer, however, received a prior period
refund of taxes totaling $459,000. Staff is reviewing this transaction with the Oklahoma Tax Commission.



October’s remittance was down 11.57 percent for
Tulsa and 11.48 percent for Edmond. Although not
as severe as the decreases seen by Oklahoma City and
Tulsa, Edmond has been negative for six out of the
last seven months. Midwest City has posted small
declines against prior year the last five months. The
City of Moore enjoyed robust growth until the last
couple of months. The State Treasurer’s October
13th press release reported their September
collections were 14.7 percent below prior year.

The City’s largest remitters tend to drive the
percentage change in our sales tax. An analysis of
major taxpayers reveals that over the last ten months
the percentage of remittances exceeding the prior
year has steadily dropped to 29%. Improvement in

Oct 09 % Chang dat
City From Oct 08 % Change
Oklahoma City -11.87% -9.85%
Tulsa -11.57% 9.69%
Edmond -11.48% -5.77%
Midwest City -2.71% -2.51%
Moore -1.73% 3.99%
Yukon 1.46% 6.37%

Several smaller surrounding municipalities are
feeling the effects of the recession.

There seems to be a correlation between higher
growth rates and smaller cities in the above table.
This may be because new refail areas located in
suburban cities have a relatively larger impact on
their smaller sales tax base.

the remittances of our largest taxpayers is a prerequisite to a turnaround.

Retail, which is 62 percent of the tax, continues to see ever-larger decreases from prior year.
Retail dropped 9.04 percent against October 2008 and accounts for a large portion of the overall
decrease in sales tax. Seven of the eight retail subcategories had negative growth in the current
month. General merchandise (-8.13%) continues to be impacted by the decreases in spending at
major department stores: Eating and drinking (-12.92%) was down more than usual on the
correction of a major chain’s previous remittance to the City; the correction gets this taxpayer’s
previous remittance down to historical norms. Building materials (-11.54%), apparel (-14.15%)
and auto dealer related business decreased sharply as consumers increasingly limit big purchases
and discretionary spending. Food stores category was slightly positive at 0.43 percent.

ange Year-to-Date % of Tota

Category From Oct 08 % Change Retail
General Merchandise -8.13% -6.33% 22.66%
Eating & Drinking -12.92% -4.22% 19.89%
Miscellaneous Retail -5.63% -6.66% 14.76%
Building Materials -11.54% -7.06% 12.04%
Furniture and Home -2.12% -18.29% 10.75%
Food Stores 0.43% 2.81% 9.61%
Apparel & Accessory -14.15% -8.89% 5.73%
Auto Dealers -26.33% -18.91% 4.57%
Overall % Change: -9.04% -7.53% 100.00%

Decreases such as these are unprecedented in recent history
and represent consumers and businesses limiting their
spending.

OVERALL RETAIL GROWTH
Current Month Versus Same Month Last Year
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Retail continues to see ever-larger
decreases from prior year, suggesting that
the bottom has not yet been reached.



Transportation & utilities category was up 2.23% over the same month last. year. The
telecommunication sector was up 17.63 percent while utilities was down 6.39 percent.

The services category declined 8.50 percent with the hotels subcategory down 20.19 percent,
business services down 11.95 percent and other services flat at 0.83 percent.

Wholesale declined 46.01 percent on decreases across many taxpayers. One taxpayer, however,
received a prior period refund of taxes totaling $459,000. Staff is reviewing this transaction with
the Oklahoma Tax Commission for appropriateness.

General Fund Use Tax

The October allocation of use tax to the General Fund totaled $1,833,346. This is $127,210 or
7.46 percent above target and 8.14 percent above October 2008 collections. Year-to-date use tax
collections are still 2.70 percent under target. '

Use tax benefited this month from medical related remittances and a $215,000 refund of taxes
issued in the prior year.

OVERALL USE TAX
Oct 09 % Change Year-to-Date % of Total Current Month Versus Same Month Last Year
Category From Oct 08 % Change Use Tax 100%
Wholesale 48.52% -16.41% 28.38%
Services 15.56% 16.76%  16.01% 80% 7
Retail 2.12% 26.91% 26.69% o 00% ]
Non-Classified -28.73% -24.93% 830% £ 40 -
Manufacturing -30.97% -14.75% 6.23% &
Mining » -69.54% 28.04% 750% X® 20%13
Transp. & Utilities -19.36% -38.11% 4.61% 0% +
Other Misc. 6.43% 30.78% 2.18% 20%
Overall % Change: 8.14% -2.08% 100.00% i
-40%
As with last month’'s increase, although this month’s The large November one-time increase in use tax in the
increase of 8.14% is encouraging, the primary reason is a chart to the left is atiributable to Oklahoma Tax
large refund of taxes granted in the prior year. Commission field audit collections in the mining
category.

Staff is available should you have questions or require additional information.
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Aafies D. Couch
ity Manager
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