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Council Memorandum

To: City Council /
From: Jeff Hansen, Finance Direct

Date: June 5, 2019

Re: Sales Tax Report

Attached are the sales and use tax reports for April sales (collected in May). Sales tax collections were
up $116,834 (+9.8%) for the month. Most of the major businesses were up 2-4 percent, with Duluth,
Origins Hotel, Wayfair, etc. also contributing to the increase. Overall, revenue is up $185,904 (+3.9%)
year-to-date compared to 2018. However, when adjusted for seasonality, sales tax revenues are still
down slightly (-1.6%) compared to the 2019 Budget.

Overall, sales tax from businesses within the City limits (including Ultilities) is up $126,582 compared to
2018. In terms of dollars, revenues have increased the most from Corporate Center and
Heritage/Gateway Village. Golden Road and Golden Heights have the largest decreases compared to
last year. By business type, Utilities, General Merchandise and Accommodations show the largest
increases. Manufacturing and Professional Services have decreases year-to-date. Sales tax from
businesses outside the City limits, which includes on-line retailers and big-ticket items that are delivered
into the City, is up $59,322 (+5.17%) for the year.

Use tax collections were down $17,930 (-6.5%) for April. For the year, use tax is up $119,561 (+11.0%)
compared to 2018. Utilities and Manufacturing have the largest increases so far this year, with General
Merchandise and Automotive showing the largest decreases. As has been mentioned in prior reports,
use tax can be very sporadic in nature, making trend analysis more difficult. Use tax is generally a sign
of businesses reinvesting and upgrading their assets, and can also be a result of the opening of new
businesses.

In the area of audit revenue, $47,982 was collected in May. Including building use tax audits, the total
audit revenue collected for 2019 is $150,446, with an additional $46,172 collected in building permit and
plan check fees. Also, the City continues to have audits in progress and additional audit revenue has
been assessed, with collection anticipated over the next few months. $4,459 have been issued in
refunds for the year. These amounts are shown separately on the attached collection reports.

April sales tax revenues are definitely more encouraging than the last few months. Revenue from
businesses outside the City limits are up and we continue to receive license applications and
remittances from on-line vendors. The poor weather in May might have an impact on next month’s
report. We will continue to be diligent in monitoring these revenues heading into the summer tourism
season.

As always, if you have any questions, please call me at 303-384-8020.
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