City Manager Report
The City of

OKLAHOMA CITY

NO. 6891
DATE SEPTEMBER 1, 2009
TO: THE MAYOR and MEMBERS OF THE CITY COUNCIL

SUBJECT: SALES AND USE TAX REPORT FOR AUGUST 2009

Combined sales and use taxes for the General Fund are $3,894,583.00 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 August allocation of sales tax to the General Fund totaled $14,350,091. This is $1,333,167
or 8.50 percent below target and 5.55 percent below August 2008 collections. The August
remittance includes actual collections for the second half of June and estimated collections for
the first half of July by major taxpayers.

A combination of Federal stimulus rebate checks received in the prior year and the current state
of the economy are negatively impacting comparisons to the prior year, resulting in alarming
decreases the past six months. Retail, our largest category, posted a decrease of 7.17 percent in
August, its largest decline yet. More often than not, the City’s largest taxpayers are remitting
less than in the previous year. Tulsa is tracking with Oklahoma City and there is mounting
evidence that a couple of Oklahoma City’s suburban neighbors are beginning to see stagnant
revenue. Comparisons to prior year may be negatively impacted further in coming months as
substantial audit collections of $1.4 million in sales tax and $2.5 million in use tax were received
in October and November of the prior year.

" FY2010 SALESTAX - MAJOR CATEGORY GROWTH RATES SALESTAX- OITY COMPARISON

Aug09 % G1an Year-to-Date %of Total Qurrent Month Versus Same Month Prior Year

Category FromAug08 % Change  Sales Tax 15%

Retail -1.17% -6.58% 62.56% 8 ..

Transp. & Utilities 703%  AT3%  1204% B 10% 1

Services -3.61% 965%  1018% g %

Wholesale -1.59% -16.46% 9.95% 0% T

Manufacturing -10.04% -10.02% 3.71% 5% 1 g Oklahoma City

Non-Qlassified -83.67% -68.89% 0.34% 0% 1 —e—Tulsa

Other Misc. -44.77% -35.06% 0.34% ,

Overall %Change:  -5.55%  -7.62%  100.00% 1% 5888228888888
[=3 O = c 5

Most categories are down: 23 8 24 B g 2 g 332

e Retail is negative for the eighth consecutive month, with 6 of 8 subcategories in decline.

e As was the case in the previous month, transportation and utilities is the only category with an increase, buoyed by
telecommunication related remittances.
Services category reflects decline in hotels and business services.

e  Wholesale declined for the 5% consecutive month on low remittances of durable goods.



Tulsa’s August remittance decrease (-5.83%) exceeded that of Oklahoma City’s. Midwest City
and Edmond had declines of 1.1 and 1.5 percent, respectively. Midwest City has posted small
declines against prior year the last three months whereas Edmond has been down four of the last
5 months, definitely a change from the higher growth rates they have been accustomed to.
Moore and Yukon had increases of 1.5 and 14.0 percent. Recent suburban retail expansion has
helped insulate suburban cities from the large decreases currently being experienced by the State,
Tulsa and Oklahoma City. The State Treasurer’s August 11" press release reported their July
collections were 8.6 percent below prior year. SALES TAX - MAJOR REMITTERS

. . . Current Month V. Same Month Prior Y
The City’s largest remitters tend to drive the rrent Month Versus Same fonith Frior Year

percentage change in our sales tax. An analysis of 55%

remitters who remit greater than $10,000 on average , 50% |
reveals that over the last eight months the percentage ,% 45% 150% 499, 49%
of remittances exceeding the prior year has dropped 2z 409 | 45% 45% 45%
g the p yea PP Z 40%
dramatically. Improvement in the remittances of our % 359% | 40%  po0,
largest taxpayers is a prerequisite to a turnaround. oL —m—%of Major Taxpayers with ’
30% 1 Increases over Prior Year
Another prerequisite to a turnaround is our largest 25% —
category, retail. Retail dropped 7.17 percent against 8 8 8 g 8 & 8 3
. e = o - L > c = L
the prior year and accounts for $1.3 million of the s 2 £ 5 & 3 5 2

$1.6 million decrease (across all funds) from the  This chart demonstrates how major remitters are remitting
prior year. Six of the eight retail subcategories had  less than they did in the prior year. While August had
negative growth in the current month as compared to ~ obvious improvement, still only 45% of major taxpayers
August of last year. General merchandise (-6.52%) " emitted more than in the previous year.

continues to be impacted by the loss of an anchor  Spending is down 7.25% at department stores and there is
tenant at Crossroads Mall but significant increases in  évidence that consumers are shying -away from big-ticket
other core . retailers are gffecting this category as '(tzgzo/so)‘ﬁ’;;?u‘;s"zzggezr Z’é%t.m"'cs (-32.3%), computers
well. Eating and drinking subcategory (-2.16%)

declined for the fourth month in a row. Miscellaneous retail (-9.74) posted declines in the prior

year in 18 of 22 product categories. Electronics, computers, appliances and furniture continue to
impede the furniture and home category (-19.53%) as consumers shy away from big-ticket items.

The food stores subcategory is up 1.34 percent in August and 3.66 percent year-to-date.

OVERALL RETAIL GROWTH

Aug 09 % Change Year-to-Date % of Total Current Month Versus Same Month Last Year

Category From Aug 08 % Change Retail 10%
General Merchandise -6.52% -5.29% 22.72%
Eating & Drinking -2.16% -2.66% 19.82% 5%
Miscellaneous Retail -9.74% -7.19% 14.80% o
Building Materials 1.26% 0.14%  12.87% &
Furniture and Home -19.53% -21.37% 10.24% 60 0%
Food Stores 1.34% 366%  9.49%
Apparel & Accessory -10.89% -10.20% 5.72% _5%v
Auto Dealers -21.65% -18.22% 4.33%

Overall % Change: -7.17% -6.58% 100.00%

-10%
Next month’s collections may have difficulty
comparing back to September 2008's 6.78%
growth.



Transportation & utilities category was up 7.03 percent overall with telecommunications up
15.20 percent and utilities exhibiting modest growth of 2.77 percent.

The services category declined 3.61 percent with the hotels subcategory down 3.50 percent,
business services down 15.01 percent and other services up 4.11 percent.

Wholesale posted a decline of 1.59 percent on large decreases in durable goods (metals and

industrial machinery).

General Fund Use Tax

The August allocation of use tax to the General Fund totaled $1,913,774. This is $694,803 or
26.64 percent below target and 26.17 percent below August 2008 collections.

Several mining related companies and a retailer specializing in office related goods are
responsible for much of the decrease in the wholesale category.

A medical related company who historically remits large amounts of use tax on goods consumed
or used within Oklahoma City received a large refund of $147,000 in August. $383,000 was

previously paid to the City for the period being adjusted.

Although comparisons to November of the prior year are likely to be very negative, the use tax
target for November 2009 takes into account the $2.5 million audit collection that was received
last year. ’ ‘

OVERALL USE TAX

' Aug 09 % Change Year-to-Date % of Total Current Month Versus Same Month Last Year
Cétegory From Aug 08 % Change Use Tax 100%
Wholesale -34.29% -16.37% 27.79% 80% 1
Services -50.60% 20.68%. 15.96% 60% 1
Retail -10.11% -15.29% 26.37% 2
Non-Classified -49.98% -23.84% 10.35%  © 40% 1
Manufacturing 8.56% 15.48% 6.66% < 20% -
Mining 39.40% 3.51% 5.52% i~
Transp. & Utilities -35.94% -47.10% 4.90% 0% Er==r
Other Misc. 157.88% 54.68% 2.44% 20% -
Overall % Change:  -26.17% -11.61% 100.00%
-40%
The large November one-time increase in use tax in the
chart fo the left is attributable to Oklahoma Tax
Commission field audit collections in the mining
category.
is availabl uld you have questions or require additional information.
es D. Couch

City Manager
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