City Manager Report
The City of

OKLAHOMA CITY

NO: 6872
DATE: MAY 19,2009
TO: THE MAYOR and MEMBERS OF THE CITY COUNCIL

SUBJECT: SALES AND USE TAX REPORT FOR MAY 2009

Combined sales and use taxes for the General Fund are $2,427,211 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 May allocation of sales tax to the General Fund totaled $13,688,771. This is $1,509,146 or
9.93 percent below target and 6.94 percent below May 2008 collections. The May remittance
includes actual collections for the second half of March and estimated collections for the first
half of April by major taxpayers.

Sales tax year-to-date growth is 2.23 percent over the prior year despite the large decreases seen
in the last several months. Most major categories posted large decreases in the current month.

May’s check confains  sharp
decreases across all categories
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Change Year-to-Date % of Total *  Retail, wholesale  and
Category From May 08 Growth Rate Sales Tax services'  declines  are
Retail 3.74% 1.53% 60.78% atfributable to decreases

across many major remitters

Transportation & Utilities -5.85% 7.45% 12.71% Transportation & utilities

Wholesale -22.10% 4.28% 10.53% * am

Senvices S 1w 103% ctegory s inpacted by low

Manufacturing -16.48% 6.47% 4.07% e Manufacturing’s  decrease

Non-Classified 2.98% -9,08% 1.18% can be fraced back fo ]arge

Other Miscelianeous -27.66% ~5,55% 0.41% decreases of several
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The May sales tax drop of 6.94 percent follows on the heels of last month’s 6.88 percent drop
below the same month last year. Rarely has the City seen drops in consumer and business
spending this severe. In a comparison of tax remittances between the months of May 2008 and
May 2009, 55% of major taxpayers remitted less in the current month.



Sales tax for The City of Tulsa tracks very
similarly to The City of Oklahoma City. Tulsa
experienced a sharper decline in May with a
decrease of 8.08 percent. Surrounding suburban
areas such as Edmond, Midwest City, and Moore
had relatively flat or negative remittances as
compared to May of last year. Yukon was the
exception with an increase of 23 percent over
prior year. Their more resilient growth rates may
be attributable to increases seen in the number of
large retailers opening in our surrounding cities.
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Government released their May Independent Research on America’s State and Local
Governments reporting that states with broad-based sales taxes saw an average first quarter
decrease of 7.6 percent from the prior year. The City of Oklahoma City did not begin seeing

decreases until March 2009,

Retail, which accounts for 60 percent of
collections, decreased 3.74% as compared to the
same month last year, lowering the year-to-date
growth rate down to 1.53 percent.

Six of the eight retail subcategories had negative
growth in the current month as compared to May
of last year. Food stores continued to defy the
trend with an increase of 7.49 percent. The Wall
Street Journal quoted Michael Swanson, a Wells
Fargo & Co. agricultural economist, as saying that
he expects U.S. food prices to climb 4 to 4.5

% of Total

Category % Change Retail
General Merchandise -5.61% 23.53%
Eating & Drinking -0.79% 18.96%
Miscellaneous Retail 1.17% 15.21%
Furniture and Home -20.95% 11.58%
Building Materials -1.00% 11.00%
Food Stores 7.49% 8.72%
Apparel & Accessory -6.75% 6.24%
Auto Dealers -6.88% 4.76%

Overall % Decrease: -3.74% 100.060%

percent this year which will be lower than the government’s consumer price index for food in
2008 but well ahead of the 2005 and 2006 rates of 2.4 percent.
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Retail, which accounts for 60 percent of coflections,
is down for the 5th consecutive month with this
month’s decrease of 3.74 percent.
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Food stores, building materials and eating and
drinking subcategories are supporting retail’s year-
fo-date growth rate of 1.52 percent.



Transportation & utilities was down 5.85 percent overall with subcategories telecommunication
up 12.98 percent and utilities down 16.56 percent. Staff believes that the City is beginning to see
the results of lower priced gas with only 5 of 17 utility companies remitting more than in May of
2008. Staff is concerned that worsening decreases may be seen in utilities subcategories until
fall.

The services category posted a sharp decrease of 1.14 percent with the hotels subcategory up
2.78 percent and business services down 11.82 percent.

Wholesale, which is the sale of goods to businesses for resale, posted a severe decline of 22.10
percent on large decreases by various major remitters.

General Fund Use Tax

The May allocation of use tax to the General Fund totaled $2,321,360. This is $198,733 or 7.89
percent below target and 1.39 percent below May 2008 collections.

The large November increase in use fax in the chart to the

OVERALL USE TAX left is attributable to Oklahoma Tax Commission field audit
Current Month Versus Same Month Prior Vear collections.
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Year over Year } Year-to-Date % of Total
Fiscal Year Growth Rate Category Growth Rate Use Tax
FY 2006 16.90% Wholesale 6.11% 28.23%
FY 2007 9.81% Retail -14.54% 23.28%
FY 2008 9.56% Mining 103.29% 12.85%
FY 2009 (thru May) 4.51% Services -3.37% 12.76%
Non-Classified -3.70% 9.16%
The year-fo-date growth rate of 4.51 percent Manufacturing 33.30:/o 6.54?,
includes the large field audit collection of Transportation & Utilities 2.37% 5.79%
2.5 million. Other Miscellaneous -35.64% 1.39%
Overall Growth Rate: 4.51% 100.00%

Large audit payments in November and December increased the mining category’s growth rate
significantly and improved year-to-date comparisons. Staff is available should you have
questions or require additional information.

As a reminder, several extraordinary occurrences have affected FY 2009 collections earlier in the
year such as federal tax rebates, the Oklahoma Tax Commission’s Clean Slate tax amnesty
ram and a one-time $2.5 million use tax field audit payment.

) OC

es D. Couch
City Manager
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