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Council Memorandum

N

Through:  Jason Slowinski, City Manager

To: City Council

From: Jeff Hansen, Finance Director

Date: February 5, 2019
Re: 2018 Year End Sales Tax Report

Attached are the final 2018 sales and use tax reports, including December sales (collected in
January). Sales tax collections were up 0.8% (+$14,624) for the month compared to 2017. For the
year, sales tax revenues were up 3.7% over 2017, but down 0.3% compared to the 2018 budget. In
dollars, 2018 revenues exceeded 2017 by $581,966 and was under the 2018 Budget by $49,875.

Overall, sales tax from businesses within the City limits (including Utilities) was up $297,838
compared to 2017. In terms of dollars, the largest revenue increases for the year were from
Heritage/Gateway Village, Downtown, Corporate Center, and Golden Road. The Coors Tech Center
and North Golden had slight decreases. General Merchandise, Manufacturing, Grocery, and
Restaurants showed the largest increases in 2018. Utilities was the only business type with a
decrease for the year. Sales from businesses outside the City limits ended the year up $284,128
(+7.35%).

Use tax collections were down $20,330 (-5.0%) for December, and finished the year down $65,441 (-
1.9%). Compared to the 2018 Budget, use tax revenues were up $104,678 (+3.2%). For 2018,
Manufacturing had the biggest increase. Automotive and Business Services had the largest
decreases.

Total audit revenue collected in 2018 was $431,860, down $193,193 compared to 2017. An
additional $100,905 was collected in building permit and plan check fees from the audits of
construction projects. The City is currently in litigation regarding the audits of two major taxpayers,
and has several other audits in progress. $312,934 was issued in refunds for the year. These
amounts are shown separately on the attached collection reports.

For 2019, sales tax revenue is budgeted at $17,413,650, which is an increase of $888,525 (+5.38%)
over the 2018 actual revenue. (The 2019 Budget was an increase of 3.0% over the 2018 Projection
at that time.) Use Tax is budgeted at $3,399,000, an increase of $49,822 (+1.49%) from 2018
collections. The 2019 sales tax budget probably unrealistic compared to 2018 final revenues, while
the use tax budget looks to be achievable. Based on the business activity in 2018, with the slowing of
increases during the last half of the year, and considering a full year of revenues from the Origins
Hotel and Duluth Trading Company, realistic expectations are that sales tax could increase 2-2.5% in
2019.

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