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Municipal government is the provider of the most basic and
important front-line services to the taxpaying public.

Including:

* 911 service and emergency management
* police protection
* fire protection

ambulance service

clean water on demand

safe and reliable sanitary sewage disposal

flood protection

regular trash disposal and recycling

streets and sidewalks

traffic regulation

public transit

air fransportation

neighborhood planning and land-use regulation

public parks, swimming pools, community centers, golf courses, Tulsa Zoo

arts and cultural institutions (PAC, BOK Events Center, Convention Center, Gilcrease Museum)
economic development

accountability in city government (financial, legal, and auditing expertise, etc.)




The City of Tulsa is in the business of customer service.

City of Tulsa L.
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The bulk of General Fund expenditures are for public safety.

Public safety departments consume about 66% of all General
Fund revenues.

The Public Works department spends about 16% of General
Fund revenues, for non-utility expenditures (e.g. streets,
neighborhood inspections, development services, etc.).

All other departments™ account for the remaining 18% of
General Fund revenues.




Public safety employees cost more than other city employees.

EquiF::Iull::rln(eFTE) % of Tetal FTEs Pe’“;:;:::"i‘“ %an:::l :::I;:’:“' $/FTE
BN
Police Department 9214 21% $67,652,000 28% $74,018
Fire Department 713 17% $52,175,000 22% $73,177
All Others 2,631.4 62% $121,916,000 50% $46,331
Total 4,258.4 100% $241,743,000 100% $56,769

Why have personal services costs continued to rise?

After years of eliminated positions, stagnate wages, and even wage
cuts, city employees have received wage increases of 7% (fire) and
8% (police and all other employees). These raises represent
substantial recurring costs, the full impact of which will not be felt until
next fiscal year.

The city’s health insurance premiums continue to rise dramatically, year
after year. The city government is not immune to the health care cost
increases imposed on businesses throughout Oklahoma and the entire
nation. Just in the last year, the city’s health insurance premiums have
risen 9.5%, or more than $2.5 million.

While the Police Depart-
ment employs 21% of the
City's employees, the De-
partment accounts for 28%
of the City’s Personal Ser-
vices budget. This is due to
the higher average Per-
sonal Service cost per em-
ployee.

The Fire Department is
similarly situated.

Keep in mind, the category
“all others” covers depart-
ment heads, as well as
lawyers in City Legal, CPAs
in Audit and Finance, and
engineers who design and
oversee our capital pro-
jects.



What other factors are driving municipal costs?

Energy Costs

Budgeted energy costs rose 30%, from FY 2006 to FY 2007. In
simple, aggregate terms, the city will spend about $5 million

more for energy this year than last. In the General Fund budget

(the city’s primary operating fund), energy costs rose 38.5%. The
city has budgeted $1 million more for motor fuel in FY 2007 than
it did in FY 2006.

$440.000

Have municipal revenues kept up with rising costs?

City of Tulsa Annual Budget (Adjusted for Inflation)

W Total Budget (Nominal) B Total Budget (CPT Adjusted)

The city is just beginning to rebound
from significant revenue declines,
which followed the loss of
approximately 28,000 area jobs
from 2000 to 2003. As the costs of
providing municipal services have
continued to rise, the city today has
about the same “purchasing power”
it had ten years ago.




The city must balance its budget every year.
There can be no deficit spending.

“$©SCN

Oklahoma Statutes

Title 11. Cities and Towns

Chapter 1 - Oklahoma Municipal Code

Article Article XVII - Municipal Finances
Section 17-206 - Requirements and Contents of Budget

“The budget of expenditures for each fund shall not exceed
the estimated revenues for each fund.”

So, as revenues have stagnated and costs
have increased, how has the city
responded to balance budgets?

By finding efficiencies, and ultimately, by
cutting services in certain areas.




For example .. ..

PARK AND RECREATION ﬁ]
DEPARTMENT BUDGET SUMMARY 4

FY 2003 - 2004
STAFFING SUMMARY
NUMBER OF
NUMBER OF FULL-TIME EQUIVALENT
OCCUPATIONAL DESCRIPTION AUTHORIZED POSITIONS AUTHORIZED POSITIONS
EYoz EYos EYo04 EY02 | EYO03 [ EYO04
Accountant 1 1 1 1.0 10 1.0
Accounting Assistant 1 0 1 1.0 00 1.0
Computer Support Lan Analyst 2 2 2 20 20 20
Custodial Worker 16 15 14 15.0 140 132
Zoo Exhibits Technician 3 3 3 30 30 30
Zoo Maint/Operations Mgr. 1 1 1 1.0 1.0 1.0
Zoo Veterinarian/Vet. Tech 2 2 2 20 20 20
Zoologist/Zookeeper/Animal Cr Supy. 36 36 32 36.0 36.0 320
TOTAL I 556 529 400 | 380.4 | 3584 | 3154
1 T

The Park Department cut 156 authorized
positions (65 FTEs) in 3 years.

PUBLIC WORKS DEPARTMENT _rf‘
GENERAL FUND & NON ENTERPRISE FUNDS °‘ o

FY 2003 - 2004
CHANGES FOR OPERATION
b. Reduce neighborhood site clean-up (350,000)
i. Reduce mowing on arterial streets and related (375,000)
parcels including expressway "Up With Trees"
sites
. Reduce arterial median landscape maintenance (100,000)
k. Turn off expressway lighting at 10 p.m. except (70,000)
at major intersections
|. Abolish two graffiti operation positions (130,000)
m. Eliminate contractual tree timming (203,000)
p. Abolish Neighborhood Inspector Il position (74,600)

and associated materials, supplies, & services

Quality-of-life needs have been deferred.

Cuts have a direct and obvi-
ous impact. Parks can’t be
staffed or maintained without
people.

Tulsa has over 4,200 lane
miles of streets. As the years
pass and we defer mainte-
nance, pavement condition
worsens.

According to Public Works es-
timates, we are currently fund-
ing only 41%-44% of the $50
million or so per year needed
to stabilize our Pavement Con-
dition Index.

If we were to restore the over-
all condition of our streets (an
expensive proposition), we
would then be in a position to
implement a proactive, pre-
ventive maintenance program.
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FINANCE DEPARTMENT

BUDGET HIGHLIGHTS

SSSS

FY 2003 - 2004
STAFFING SUMMARY
NUMBER OF
NUMBER OF FULL-TIME EQUIVALENT
OCCUPATIONAL DESCRIPTION AUTHORIZED POSITIONS AUTHORIZED POSITIONS
EY 02 EY03 FY 04 FY02 EY03 FY 04
Account Clerk/Specialis! 3 3 3 30 30 30
Accountant 15 13 14 15.0 15.0 140
Accounting Assistant 2 1 0 20 1.0 00
Accounts Payable Clerk & Supervisor 5 4 3 50 40 30
Alarm Permit Administrator 1 | 0 1.0 1.0 0a
Treasury Analyst 50 40 40
Treasury Division Mgr 1.0 10 1.0
Trust Accounting Mar 0.0 00 1.0
TOTAL 85 | 885 | 1m0

The City’s Finance Department lost 19 employees from
2002-2004, or about 1/5™ of its workforce.

B

POLICE DEPARTMENT

STATFING SUMMARY

WUBER OF
WLMREE OF FULL-TINE EQUIVALENT
OCCUPATIONAL DESCRPTION AUTHORTED POLTIONS AUTHORED POMITIONS
CUREGETRIEETRETRECRED)

A}

FIRE DEPARTMENT

STAFFING SUMMARY

Fre Aspstant Tt
Fire Deputy Chef IAFF
Loss Contrel Offenr

By contrast, there were no authorized positions cut from
sworn police and fire personnel during this three-year
period (though there were cuts in administrative positions).

Understaffing has forced our

independent auditors to comment

about potential weaknesses in
internal control each year for
several years.

This can’t continue much longer.
Not only do we have difficulty
accomplishing the day to day,
but lack of bench strength ex-
poses us to significant risk if we
lose certain people.



2001-02 Approved Budget and Capital Plan

$38,129,000 $189,154,000
$29,578,000 $17,213,000{ $51,904,0000  $216,889,000

Percent of total GF 30.40% 271% 13.64% 7.04% 25.31% 100.00%

2006-07 Approved Budget and Capital Plan

$56,434,000 $183,325,000 $18,983,000
$31,559.000 $465,000 . $41,174.000

$19,448,000 $545,820,000

$55,826, $15,965,000
Percent of total GF 32.14% 24.05% 1254% 6.88% 24.33% 100.00%
Change
Dept % change $8,653,000 $6.572,000 $469.,000) $1.248,000) $1.681,000 $15.189,000
13.12% 13.34% -1.59% -7.25% 3.06% 7.00%
Change
% of total change $8.653.000 $6.572.000 $469.000) ($1.248,000) $1.681,000 $15,189,000
56.97% 4327% -3.09% 8.22% 11.07% 100%

* bahaden, b pammie, Anpah, Darveg & Urien Deesbogmment, Biesr Ports, Toinn from, Colrmmms, Frpue. Mo Beseins, M Dy, Logd, Gimeted  fficmi, PE X0 TAL R Comrmefion © ster

As this slide clearly shows, we've maintained our focus on public safety. But this has forced us to eliminate
services in other areas.

| don’t want anyone to miss the point that our real needs exceed our resources. The budget balances be-
cause it has to.

In some cases we have cut beyond the fat and are deep into the muscle. We are working on implementing
LEAN principles, but it will take time and will not cover the entire gap.

People talk about tax increases, but the last time the City of Tulsa had a tax increase was with the first 3rd
penny in 1980. The 3rd Penny is a temporary tax, approved by the voters, and is essentially restricted to
fund capital projects.

The City has relied on a 2% sales tax since 1971 to fund operations. Granted, sales taxes rise with the
price of goods purchased, but as those prices increase, so do our costs. We could probably maintain ser-
vices in such an environment, but other factors are working against us as you will soon see.




Where do municipal revenues come from?

other
inter-governmental 9%

30
licenses & permits e

e \

culture & recreation
1%
taxes
51%
enterprise_/
35%
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Which municipal revenues are available for general operating expenses?

other
inter-governmental 9%

E . 3%
licenses & permits

e \

culture &recreation

1%

taxes
2 51%
- enterprise funds

(e.g. water and sewer utilities, trash
collection and disposal, and airports)

Which municipal revenues are available for general operating expenses2

other
inter-governmental 9%

3
licenses & permits %

- \

culture & recreation

1%

taxes
51%

- third penny capital funds
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Which municipal revenues are available for general operating expenses?

other
inter-governmental 9%

3%

licenses & permits

1%

culture & recreation
1%

S

taxes
51%

- hotel/motel taxes

Which municipal revenues are available for general operating expenses?

other
inter-governmental 9%

3%

licenses & permits
1%

culture & recreation
1%

S~

taxes
51%

- ad valorem taxes (the sinking fund)
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Which municipal revenues are available for general operating expenses?

other
inter-governmental 9%
. . 3%
licenses & permits |\

1%

culture & recreation
1%

taxes

- workforce and aging grants 51%
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Which municipal revenues are available for general operating expenses?

other
inter-governmental 9%
39
licenses & permits .
1% I\

culture & recreation
1%

- public safety charges taxes

51%
-E911 fees
- misc. street and highway charges

- RMUA and TMUA misc. revenues




Total City Budget of $545,820,000

After deducting revenues
earmarked for specific
purposes, we are left with
about 43% of the total budget
to use for general operations.

v
General Fund of $232,078,000

What factors are constraining

municipal revenuese
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Eederal @onstraints

Federal Funds as a Percentage of Municipal Budgets (Nationally)

100%-
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60%

40%:- 17.5%

5.4%

20%-+

0%-
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Source: Bruce A Wallin, Budgeting for Basics: The Changing Landscape of City Finances (Aug. 20085)
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City of Tulsa Community Development Block Grant (CDBG) Funds
Including Program Income

$7,000,000 7

$6,000,000 -

$5,000,000 1
$4,000,000
$3,000,000
$2,000,000 -
$1,000,000 1

$0 1

2002-03 2003-04 2004-05 2005-06 2006-07

We have lost almost a third of our CDBG funding since 2002.

Federal Medicare Reimbursements to EMSA Are Being Cut Substantially

Average Percent Decline in Medi Reimk t
After New Fee Schedule Implemented (2002-2010)
Emergency with Procedure -33%
Emergency without Procedure -41%
Non-Emergency with Procedure -58%
Non-E ithout
oy i 1%

Unless other funding sources are found, these cuts will have
a direct and significant impact on the General Fund.

Source: EMSA




While the federal government is cutting local
aid, it is also imposing new mandates — such as
more stringent Clean Water Act standards.

In addition, violation of more restrictive Clean
Air Act standards, particularly ozone
standards, would have profound consequences
for the whole region.

State-Imposed! Constraints

There are other national
issues that the federal gov-
ernment has failed to ad-
dress — such as Internet
sales and illegal immigra-
tion — which are having
significant local impacts.
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The state enjoys unprecedented budget surpluses, while cities
struggle to provide basic, front-line services. The state
government has a diverse operating revenue portfolio of (1)
income taxes, (2) oil and gas production taxes, and (3) sales
taxes, and is experiencing historic revenue levels.

Cities, on the other hand, rely overwhelmingly on the volatile
sales tax to fund city operations, and in Tulsa, we fund a
significant portion of capital needs with sales tax as well —
through the “Third Penny”.

“9OSCN

Oklahoma Statutes
Title 68. Revenue and Taxation

Section 2701 « Authorization to Tax for Purposes of Municipal Government « Exc s and Limitations

P

A. Any incorporated city or town in this state is hereby authorized to assess, levy, and collect taxes for
general and special purposes of municipal government as the Legislature may levy and collect for purposes of
state government except ad valorem property taxes. Provided . ...

18

By statute, municipalities in Oklahoma
have the authority to levy the same
taxes as the state, which include in-
come tax, oil & gas production tax,
and of course sales tax.

A local income tax might be permit-
ted, and might allow Tulsa to receive
some compensation from those work-
ing in Tulsa, but who live and shop
outside the City. However, in addi-
tion to being highly unpopular with its
citizens, imposition of a local income
tax would require creation of an en-
forcement body and likely result in
adverse economic development con-
sequences.

Since oil & gas production is not cur-
rently allowed within the City limits,
Tulsa cannot benefit from imposing
an oil & gas production tax.

As a result, the City of Tulsa must rely
almost exclusively on sales tax as a
revenue source to fund operations.



Ad valorem taxes in the Sinking Fund are restricted by
the Oklahoma Constitution to:

1. interest and principal repayment on general
obligation bond indebtedness for capital projects,
and

2. judgments against the city.

“$SCN

Oklahoma Constitution
Article 10 - Revenue and Taxation = Public Indebtedness

§ 28. Revenue for sinking fund - Uses to which applied.

Counties, townships, school districts, cities, and towns shall levy sufficient additional revenue to
credate o sinking fund to be used, first, for the payment of interest coupons as they fall due;
second, for the payment of bonds as they fall due; third, for the payments of such parts of
judgments as such municipality may, by law, be required to pay.

Contrary to what you may be-
lieve or have recently heard,
the Oklahoma Constitution
clearly limits our use of ad
valorem or property taxes.

19
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Municipal property taxes in the Sinking Fund
cannot be used for general operating expenses.

What other factors adversely impact municipal revenues?

State-lmposed Sales Tax Exemptions
1207

100 7
80+

60+

40

20+

PP -,

1939 1965 1980 1981 2002 2004 2005

State officials are increasingly
cavalier with the sales tax. In
1939, there was only one state-
approved sales tax exemption. In
1980, there were only six. By
2005, there were 118, and
legislators promote more every
year. These exemptions have a
disproportionate impact on city
governments.

Sources: Oklahoma Municipal League; Tulsa World




What other factors adversely impact municipal revenues?

State-lmposed Sales Tax Exemptions

A 1996 analysis, when there were
only about 80 exemptions on the
books, put the cost of exemptions

to all Oklahoma municipalities at
about $1.7 billion.

If groceries are exempted, as
legislators propose every year,
the total cost to Oklahoma’s
municipalities could be as high as

1939 1965 1980 1981 2002 2004 2005 $99 million per year.

Sources: Oklahoma Municipal League; Tulsa World

While the aggregate sales tax rate in the City of Tulsa is 8.517%, more than 50% goes to the state. This,
combined with the state’s other revenue sources, and the distance between OKC and a pothole in Tulsa,
probably explains why the state feels it can afford to be generous.

Unfortunately, since we must follow the state’s lead, the state is directly adversely and materially affecting
our sole source of revenue, and as a result, our ability to provide essential services to our citizens and commu-
nity. Until we see some reform, or our state legislators recognize the local consequences of the proliferation
of exemptions, we will continue to suffer. These exemptions, while no doubt well intended, essentially result in
a tax cut for some citizens, and shift the burden to others.

21




How do we collect our sales tax revenues?

Tulsa has a contract with the Oklahoma Tax Commission (OTC) to
collect local sales taxes and audit retailer compliance. However,
Oklahoma City found that a substantial amount of their revenuve was
either not collected or misallocated.

Not only is Tulsa dependent on the OTC to collect and audit
compliance, we pay the OTC 1% of our total sales tax annually for

the service. Tulsa’s payment of approximately $1.77 million per year
is about 2% of the OTC’s total budget.

Before exploring an analysis of the City of Tulsa and its role, in and with, Tulsa County, let me underscore the
importance of this slide. Both the City of Tulsa and Tulsa County are dependent on the Oklahoma Tax Com-
mission to ensure we collect and receive the sales tax revenue to which we are entitled.

With compliance, there are three possible scenarios. 1.) Sales tax is properly collected and remitted, 2.)
Sales tax is collected and not remitted, 3.) Sales tax is not collected or remitted. The first is most common
and what should happen when folks follow the law. The second is theft, premeditated in most cases, since
knowledge of the law would be necessary to collect the tax and require a conscious effort not to remit. The
third scenario may, or may not, represent a conscious effort to break the law, and | believe it may be a key
factor in dealing with the Fairgrounds issue, at least in the near term.

Perhaps some background and examples will make the point. Sales tax is levied on the purchaser and col-
lected by the seller, who is then responsible for remitting the tax. In Oklahoma, the appropriate sales tax
rate is the rate that applies at point of delivery. In a normal retail transaction, buying a tube of toothpaste
at the grocery store, for example, delivery takes place at time of sale, so the store location would determine
the applicable rate. When sale and delivery do not occur concurrently, and rates differ between point of
sale and place of delivery, there is a potential for over or under payment of sales tax.
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Let’s travel to the Fair-
grounds to illustrate how
similar transactions could
yield several different re-
sults.

Assume that two city of Tulsa
residents attend a show at
the IPE building and each
purchases a hot tub from one
of the exhibitors. The seller
has one hot tub on hand and
one of the buyers is able to
load the tub in his vehicle
and haul it home; In this
case, the sales tax rate ap-
plicable at the Fairgrounds
(5.517%) applies, since de-
livery takes place at the
Fairgrounds.

5.517%
(stete and county tax only) B
L =2l

15TH STREET GATE &

SOUTH LOUISVILLE AVE

GATE {

The other buyer arranges for
the seller to deliver his hot
tub to his home. In this case,
the rate in the City of Tulsa
(8.517%) applies, since de-
livery takes place at a City
of Tulsa address.

(state, county, and city tax)
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SOUTH LOUISVILLE AVE.

SOUTH YALE AVENUE

GATE13 GATE13 21STSTREET GATE 12

%“:\»

8.517%
(state, county, and city tax)

While the County would be indifferent to point of delivery since it would receive the same revenue regardless,
the delivery variable discussed in the example would definitely influence whether the City of Tulsa is entitled to
sales tax.

One can argue that the domicile of the exhibitor is irrelevant since sales tax is levied on the buyer. However, a
local hot tub dealer who pays property taxes and employs Tulsans, and who offers the same item, would face
a competitive price disadvantage to the extent of the difference in rates if the law is not enforced.

Based on the lack of response from the County to our requests for information, and assuming the County Com-
missioners are sincere when they tell us they don’t have the data, | am concerned as a City Councilor, and as a
citizen of Tulsa and Tulsa County, that we have little or no mechanism in place to ensure compliance with the
sales tax law, especially with the vagaries that relate to the Fairgrounds. Who ensures that vendors at the
Fairgrounds are aware of the law? Who is enforcing the law? Lack of enforcement is tacit consent to violation.
Expecting the law to be enforced is not a tax increase.

Counselor Turner has been persistent in his efforts to ensure compliance with the law; his efforts extend beyond
the Fairgrounds, and in fact will benefit the county if we see improved compliance. Cathy Criswell in Internal
Audit is working to develop a program with the OTC to help us analyze and better monitor compliance. In her
letter last week to the County Commissioners, the Mayor proposed that the City and County work together to
help ensure we capture the revenues to which we are entitled. | cannot understand why the County would not
embrace the opportunity to ensure that all appropriate sales taxes are collected and remitted. 24



Local @onstraints

Population Overview of Tulsa’'s MSA

Tulsa Area Populofion History (1950-2005) Tulsa’s population continues to shift to
o — the suburbs. While the city made up 63%
et — of the MSA population in 1970, it was only
i SR —— 43% by 2005.
600 000 —>
EE /‘f As a result of the continuing and inevitable
= o o aps
o — 4 development of neighboring communities,
idi — 4%  the City of Tulsa's population is declining as
ﬁ = = a percentage of the MSA.
100,000
“:m =7 = s = = ., However, the City of Tulsa remains
committed to providing good streets and
===Chy of Tulsa ===TYolse Meke Ares public safety, not only for its citizens, but

also for those living outside the City who
work and regularly recreate in Tulsa.




o

Where do Tulsa County residents work?

o s piel h

A: In the City of Tulsa.

Source: US Census Bureau %~

These dots represent County residents, and show their places of employment. You’ll note that the dots are clus-

tered in the City of Tulsa.
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According to Census data, more than
143,000 Tulsa County residents, or 67 % of
all employed people who live in Tulsa
County, work in the City of Tulsa.

Of the sales tax applicable in Tulsa, only
three cents, or 35%, is retained by the City.

State of Oklahoma 4.5 cents

Tulsa County

Jail Maintenance and Operations .25 cent
4-to-Fix the County 1676 cent
Vision 2025 .6 cent
1.017 cents

City of Tulsa
Operations 2 cents
Capital Improvements 1 cent
3 cents
Total Sales Tax 8.517 cents
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Tulsa County has discovered the sales tax as a source of county revenue,
but refuses to return property tax millages to cities desperately trying to

maintain services and infrastructure.

— XN ¢ Etulsaworld.com cSEEzm—
- TULSA'WORLD County not sharing proper
100 YEARS . u
County voters OK ‘4 to Fix’ y . g property
911 cell fee approved tax revenue Wlth Clty

For more
' SUSAN HYLTON World Staff Writer
¢ 07/17/2003

ulsa World (Final Home Edition), Page A1l of News

Sales tax extended

et et b

. Tulsa County will not be sharing any property tax revenue with the city of Tulsa.
The three-member county Excise Board unanimously rejected the the city's proposal
Wednesday to get a portion of the money, voting to use 100 percent of the county's property
tax to fund the county's general operations.

City Finance Director Mike Kier said the city needs a share of the property tax stream to stem
a municipal budget hemorrhage.,

"We've been going through a number of ways to reduce expenses," Kier said. "We've

eliminated jobs, positions. We have a number of employees that have taken salary reductions,

both last year and this year,"

The City of Tulsa is vital to the prosperity of Tulsa County.

City of Tulsa residents comprise 67% of the county’s population.

While the city of Tulsa comprises about 30% of the county’s land
area, property in the city of Tulsa contributes 66% of the
county’s total property tax valuation.

Why the disparity?

60% of the county’s urbanized area is in the city of Tulsa.

City of Tulsa residents con-
sistently support county
initiatives, but receive little
consideration in return.

Citizens of Tulsa are also
citizens of Tulsa County,
and represent the primary
revenue base for the
County.
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The City of Tulsa is vital to the prosperity of Tulsa County.

Downtown Tulsa Unlimited estimates that property inside the IDL is valued at
$2.5 billion, contributing $33 million in ad valorem and business personal

property taxes each year.

By these estimates, downtown Tulsa property contributes about $3 million to
support Tulsa County government each year.

(This amount would pay for about 40 additional police officers in Tulsa.)

Other beneficiaries of the property tax generated downtown include public
schools, Tulsa Community College, Tulsa Technology Center, the City-County
Health Department, and the City-County Library system.

About $70 million, or 15%,
of the city’s 2006 Third
Penny Sales Tax is
committed to projects in and
adjacent to the downtown
Inner Dispersal Loop, which
serves the entire metro area.

| Purt

" Boulder Averve Bridge Fepiocement

2006 Third Penny Sales Tax Extension = Downtown Projects
UNCOMPLETED 2001 PROJECTS [RENEWED)

Brody Viloge Man inplemessaton

Dewetarwn Reudetial Development

Portorming Arti Conter Buikding & Foolities Rencvatiom
Tuhse Comvention Canter Femcectior & lmprevemeets

Porhon of ctyuide focihes and iNeet y \ signoktoten, trofhs
cobming, sidewok improvement, aily, e

SUBTOTAL | $4.815.000+

NEW 2006 PROJCTS
Dewntown Sheet and Sidewn'h Rehabilitetion
4% Sheet South Friscs bo Detrod
Arema Area Sireet and Sidewolh lmprovementy
7 Streut Derver o Datror
Derver Avenve: 34 5 o 13% Street South
Houston Avesve Heavy Trathoway 1o 127 Stieet South

Porhen of ctywide mamtenorce, rehcbiltchon, ugnckzaton, hathe colwing, udeak
mprovement, e

SUSTOTAL |

Other Downtown Projects
s Cantar Run

aty Arts Cowber

Parking Garage (172 with 1PA|

e (oo ibey momtencrce, 1l mostemince, bodge ebalsiation, end
ogment - mfrasmucee

SUBTOTAL | $21.130,000+

TOTAL (INSIDE IDL) | $38,015,000 +
(about 8%)

Projects neas Downtown. but not within the IDL

[ Parmonent Pelice Forensics Loberotory and Property Reom (Wedt Bomk, OSU) §15,000,0

et Eut Bonk bmprovements (Rovte 66 Foolty of 115 & | §5,250

7 500,008

¢ ¢ g0, Derrrcm & Conveyance bwpsorement [Devge, hight-of 2,000,000
Woy Acgutihen! !
SUBTOTAL | $30.830.000+

TOTAL 568,865,000 +
(about 15%)

Although the IDL generates
limited sales tax revenue,
the primary funding source
for the City of Tulsa the
City of Tulsa maintains the
infrastructure and services
the IDL for the entire re-
gion.

Our economic development
consultants insist that a
healthy downtown is critical
for a healthy community.
And so the City invests ac-
cordingly in downtown in-
frastructure.

Numerous entities, including
the county, depend on, and
benefit from, Tulsa’s ability
to maintain the downtown
ad valorem base.
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In summary, the costs of providing basic, front-line municipal services
are such that they are, generally, rising much faster than inflation.

Revenues for city government, on the other hand, are limited and
increasingly threatened by fundamental demographic shifts and
externally imposed constraints.

Municipal revenues are also constrained by the county’s increased use
of the city’s primary source of operating revenue, the sales tax, and by
the county’s refusal to consider restoring the city’s share of the county
property tax millage.

“Local governments in the United States deliver the most basic and
among the most important services to the taxpaying public. They are

the governments of first contact and last resort. Yet with balanced
budget requirements, personnel-heavy expenditure commitments . . .
and revenue options limited by their respective states, city officials
face the most difficult budgeting task of any level of government.”

Bruce A. Wallin, “Budgeting for Basics: The Changing Landscape
of City Finances” (Aug. 2005)





While the Police Department employs 21% of the City’s employees, the Department accounts for 28% of the City’s Personal Services budget.  This is due to the higher average Personal Service cost per employee.

The Fire Department is similarly situated.

Keep in mind, the category “all others” covers department heads, as well as lawyers in City Legal, CPAs in Audit and Finance, and engineers who design and oversee our capital projects.
Cuts have a direct and obvious impact.  Parks can’t be staffed or maintained without people.

















Tulsa has over 4,200 lane miles of streets.  As the years pass and we defer maintenance, pavement condition worsens.

According to Public Works estimates, we are currently funding only 41%-44% of the $50 million or so per year needed to stabilize our Pavement Condition Index.

If we were to restore the overall condition of our streets (an expensive proposition), we would then be in a position to implement a proactive, preventive maintenance program. 
Understaffing has forced our independent auditors to comment about potential weaknesses in internal control each year for several years.

This can’t continue much longer.  Not only do we have difficulty accomplishing the day to day, but lack of bench strength exposes us to significant risk if we lose certain people.


As this slide clearly shows, we’ve maintained our focus on public safety.  But this has forced us to eliminate services in other areas.

I don’t want anyone to miss the point that our real needs exceed our resources.  The budget balances because it has to.

In some cases we have cut beyond the fat and are deep into the muscle.  We are working on implementing LEAN principles, but it will take time and will not cover the entire gap.

People talk about tax increases, but the last time the City of Tulsa had a tax increase was with the first 3rd penny in 1980.  The 3rd Penny is a temporary tax, approved by the voters, and is essentially restricted to fund capital projects.

The City has relied on a 2% sales tax since 1971 to fund operations.  Granted, sales taxes rise with the price of goods purchased, but as those prices increase, so do our costs.  We could probably maintain services in such an environment, but other factors are working against us as you will soon see.

There are other national issues that the federal government has failed to address – such as Internet sales and illegal immigration – which are having significant local impacts.
By statute, municipalities in Oklahoma have the authority to levy the same taxes as the state, which include income tax, oil & gas production tax, and of course sales tax.

A local income tax might be permitted, and might allow Tulsa to receive some compensation from those working in Tulsa, but who live and shop outside the City.  However, in addition to being highly unpopular with its citizens, imposition of a local income tax would require creation of an enforcement body and likely result in adverse economic development consequences.

Since oil & gas production is not currently allowed within the City limits, Tulsa cannot benefit from imposing an oil & gas production tax.

As a result, the City of Tulsa must rely almost exclusively on sales tax as a revenue source to fund operations.

Contrary to what you may believe or have recently heard, the Oklahoma Constitution clearly limits our use of ad valorem or property taxes. 
While the aggregate sales tax rate in the City of Tulsa is 8.517%, more than 50% goes to the state.  This, combined with the state’s other revenue sources, and the distance between OKC and a pothole in Tulsa, probably explains why the state feels it can afford to be generous.

Unfortunately, since we must follow the state’s lead, the state is directly adversely and materially affecting our sole source of revenue, and as a result, our ability to provide essential services to our citizens and community.  Until we see some reform, or our state legislators recognize the local consequences of the proliferation of exemptions, we will continue to suffer.  These exemptions, while no doubt well intended, essentially result in a tax cut for some citizens, and shift the burden to others.




Before exploring an analysis of the City of Tulsa and its role, in and with, Tulsa County, let me underscore the importance of this slide.  Both the City of Tulsa and Tulsa County are dependent on the Oklahoma Tax Commission to ensure we collect and receive the sales tax revenue to which we are entitled.

With compliance, there are three possible scenarios.  1.) Sales tax is properly collected and remitted, 2.)  Sales tax is collected and not remitted, 3.)  Sales tax is not collected or remitted.  The first is most common and what should happen when folks follow the law.  The second is theft, premeditated in most cases, since knowledge of the law would be necessary to collect the tax and require a conscious effort not to remit.  The third scenario may, or may not, represent a conscious effort to break the law, and I believe it may be a key factor in dealing with the Fairgrounds issue, at least in the near term.

Perhaps some background and examples will make the point.  Sales tax is levied on the purchaser and collected by the seller, who is then responsible for remitting the tax.  In Oklahoma, the appropriate sales tax rate is the rate that applies at point of delivery.  In a normal retail transaction, buying a tube of toothpaste at the grocery store, for example, delivery takes place at time of sale, so the store location would determine the applicable rate.  When sale and delivery do not occur concurrently, and rates differ between point of sale and place of delivery, there is a potential for over or under payment of sales tax. 
Let’s travel to the Fairgrounds to illustrate how similar transactions could yield several different results.

Assume that two city of Tulsa residents attend a show at the IPE building and each purchases a hot tub from one of the exhibitors.  The seller has one hot tub on hand and one of the buyers is able to load the tub in his vehicle and haul it home;  In this case, the sales tax rate applicable at the Fairgrounds (5.517%) applies, since delivery takes place at the Fairgrounds. 

















The other buyer arranges for the seller to deliver his hot tub to his home.  In this case, the rate in the City of Tulsa (8.517%) applies, since delivery takes place at a City of Tulsa address.
While the County would be indifferent to point of delivery since it would receive the same revenue regardless, the delivery variable discussed in the example would definitely influence whether the City of Tulsa is entitled to sales tax.

One can argue that the domicile of the exhibitor is irrelevant since sales tax is levied on the buyer.  However, a local hot tub dealer who pays property taxes and employs Tulsans, and who offers the same item, would face a competitive price disadvantage to the extent of the difference in rates if the law is not enforced.

Based on the lack of response from the County to our requests for information, and assuming the County Commissioners are sincere when they tell us they don’t have the data, I am concerned as a City Councilor, and as a citizen of Tulsa and Tulsa County, that we have little or no mechanism in place to ensure compliance with the sales tax law, especially with the vagaries that relate to the Fairgrounds.  Who ensures that vendors at the Fairgrounds are aware of the law?  Who is enforcing the law?  Lack of enforcement is tacit consent to violation.  Expecting the law to be enforced is not a tax increase.

Counselor Turner has been persistent in his efforts to ensure compliance with the law; his efforts extend beyond the Fairgrounds, and in fact will benefit the county if we see improved compliance.  Cathy Criswell in Internal Audit is working to develop a program with the OTC to help us analyze and better monitor compliance.  In her letter last week to the County Commissioners, the Mayor proposed that the City and County work together to help ensure we capture the revenues to which we are entitled.  I cannot understand why the County would not embrace the opportunity to ensure that all appropriate sales taxes are collected and remitted. 
These dots represent County residents, and show their places of employment.  You’ll note that the dots are clustered in the City of Tulsa. 
City of Tulsa residents consistently support county initiatives, but receive little consideration in return. 




























Citizens of Tulsa are also citizens of Tulsa County, and represent the primary revenue base for the County. 
Although the IDL generates limited sales tax revenue, the primary funding source for the City of Tulsa the City of Tulsa maintains the infrastructure and services the IDL for the entire region.
























Our economic development consultants insist that a healthy downtown is critical for a healthy community.  And so the City invests accordingly in downtown infrastructure.

Numerous entities, including the county, depend on, and benefit from, Tulsa’s ability to maintain the downtown ad valorem base. 
Bill Martinson
City Council District 5
March 8, 2007
 #




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJDFFile false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



