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Topics to Cover
◦Understanding Sales Tax Allocations

◦Overview of Statewide Sales Tax Trends

◦ ESD Sales Tax Trends

◦ Forecasting: Examining the Outlook for ESDs
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Allocation Period: Jan 2020

(A) Total Collections: (=B+C+D+E+F+G) 159,985.64

(B) Prior Period Collections: 5,431.36

(C) Current Period Collections: 154,230.10

(D) Future Period Collections: 446.05

(E) Audit Collections: -1,083.87

(F) Unidentified Collections: 25.12

(G) Single Local Rate Collections: 936.88

(H) Service Fee: (2% of A) 3,199.71

(I) Current Retained: (2% of C) 3,135.72

(J) Prior Retained: (2% Prior month C) 2,546.80

(K) Net Payment: (A-(H+I)+J) 156,197.01

• Why are Current Period 
Collections so important?

• Allocation period vs Activity period 
(July allocation is May activity)

Understanding Your Allocation

Allocation Payment Detail

Available Here!

LINK

https://mycpa.cpa.state.tx.us/allocation/AllocDetail


Activity vs Allocation Schedule

Understanding Your Allocation



Topics to Cover
◦Understanding Sales Tax Allocations

◦ Why Current Period Collections are important
◦ Understanding the relationship of activity months to allocation months

◦Overview of Statewide Sales Tax Trends

◦ ESD Sales Tax Trends

◦ Forecasting: Examining the Outlook for ESDs
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Statewide Sales Tax Trends
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Statewide Sales Tax Trends

source: https://www.dallasfed.org/research/indicators/tei/2020/tei2006.aspx

https://www.dallasfed.org/research/indicators/tei/2020/tei2006.aspx


source: https://www.dallasfed.org/research/indicators/tei/2020/tei2006.aspx

https://www.dallasfed.org/research/indicators/tei/2020/tei2006.aspx


Statewide Sales Tax Trends

source: https://www.dallasfed.org/research/indicators/tei/2020/tei2006.aspx

https://www.dallasfed.org/research/indicators/tei/2020/tei2006.aspx


Group May 2020 vs 
May 2019

June 2020 vs 
June 2019

July 2020 vs 
July 2019

Statewide - 6.01% - 11.24% - 3.66%

Five Major Metros - 10.20% - 16.80% - 9.20%

All Other Entities - 3.13% - 7.44% + 0.11%

Statewide Sales Tax Trends

Major Metro Areas Hit Hardest



Topics to Cover
◦Understanding Sales Tax Allocations

◦ Why Current Period Collections are important
◦ Understanding the relationship of activity months to allocation months

◦Overview of Statewide Sales Tax Trends
◦ May, June, July impacted by pandemic (June hit hardest)
◦ Major Metro areas hit hardest

◦ ESD Sales Tax Trends

◦ Forecasting: Examining the Outlook for ESDs
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Driving Factors
Reasons why ESD sales tax revenues up when Cities are down
o Organic population growth

o New sales taxes elections and sales tax rate increases

o Influence of Residence-based sales tax

o Internet Retail

ESD Sales Tax Trends



Organic Growth in Numbers

source: https://demographics.texas.gov/Resources/publications/2019/20190128_PopProjectionsBrief.pdf

• Texas population is projected to reach 
nearly 35 million by 2030

• Urban centers are growing rapidly, but 
the fastest growth is projected to occur 
in the suburban counties as well as in 
the Permian Basin area

• Roughly 70% of ESDs that currently 
impose sales tax are located in these 
suburban counties

• It won’t last forever….. will it?

ESD Sales Tax Trends

https://demographics.texas.gov/Resources/publications/2019/20190128_PopProjectionsBrief.pdf


Driving Factors
Reasons why ESD sales tax revenues up when Cities are down
o Organic population growth

o Largest growth rates are in Suburban counties (where ESDs with sales tax are concentrated)
o Will organic population growth continue?

o New sales taxes elections and sales tax rate increases

o Influence of Residence-based sales tax

o Internet Retail

ESD Sales Tax Trends



More ESDs Imposing Sales Tax
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Driving Factors
Reasons why ESD sales tax revenues up when Cities are down
o Organic population growth

o Largest growth rates are in Suburban counties (where ESDs with sales tax are concentrated)
o Will organic population growth continue?

o New sales taxes elections and sales tax rate increases
o Aggregate ESD sales tax is increasing

o Influence of Residence-based sales tax

o Internet Retail

ESD Sales Tax Trends



o Many businesses must report local sales tax based on customer address
o Examples include: 
o Cable service providers
o Internet service providers
o Garbage collection companies
o Telecommunications service providers

o Home-based businesses
o If orders are received at the home location

o Homebuilders with Direct Pay Permits
o Some homebuilders have direct pay permits that allow them to self report tax on their materials
o This can lead to significant short-term spikes in sales tax if the materials are

stored in your District 
o Important to consider when forecasting

ESD Sales Tax Trends

What Comprises Residence-Based Sales Tax



Driving Factors
Reasons why ESD sales tax revenues up when Cities are down
o Organic population growth

o Largest growth rates are in Suburban counties (where ESDs with sales tax are concentrated)
o Will organic population growth continue?

o New sales taxes elections and sales tax rate increases
o Aggregate ESD sales tax is increasing

o Influence of Residence-based sales tax
o Businesses responsible for reporting based on customer location
o Home-based businesses

o Internet Retail

ESD Sales Tax Trends



What’s New With Internet Sales?

ESD Sales Tax Trends

o Marketplace Provider changes
o Amazon, eBay, Etsy, etc. now responsible for sales tax on 

all sales made through their platforms 
o Has led to huge year over year spikes in Internet Retail 

sales tax

o Pandemic leading to even larger % of online 
shopping
o This causes a shift in sales tax from the brick and mortar 

stores (more often in cities) to the purchasers’ location 
(more often in ESDs)
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Driving Factors
Reasons why ESD sales tax revenues up when Cities are down
o Organic population growth

o Largest growth rates are in Suburban counties (where ESDs with sales tax are concentrated)
o Will organic population growth continue?

o New sales taxes elections and sales tax rate increases
o Aggregate ESD sales tax is increasing

o Influence of Residence-based sales tax
o Businesses responsible for reporting based on customer location
o Home-based businesses

o Internet Retail
o Marketplace Provider rule changes
o Shift to online shopping due to pandemic 

ESD Sales Tax Trends



Topics to Cover
◦Understanding Sales Tax Allocations

◦ Why Current Period Collections are important
◦ Understanding the relationship of activity months to allocation months

◦Overview of Statewide Sales Tax Trends
◦ May, June, July impacted by pandemic (June hit hardest)
◦ Major Metro areas hit hardest

◦ ESD Sales Tax Trends
◦ ESDs continue year over year growth
◦ Impact of residence-based sales tax 

◦ Forecasting: Examining the Outlook for ESDs



Forecasting: Where to Start
Establish a baseline that will serve as the backbone of your forecast
o Basic Option: Use Net Payment

o Pros – is based off actual allocations received from the TCPA
o Cons – Does not consider impact of audits, prior/future period payments, nor

unusual taxpayer specific payments unlikely to continue

o Better Option: Use Current Period Collections
o Pros – Does consider impact of audits, prior/future period payments
o Cons – Does not consider impact of unusual taxpayer specific payments unlikely to continue

o Best Option: Request and Use Detailed Confidentiality Report FIND OUT HOW HERE 

o Pros – Does consider impact of audits, prior/future period payments, and
unusual taxpayer specific payments unlikely to continue

o Cons – requires more detailed analysis that can be time consuming

Forecasting: Examining the Outlook for ESDs

Link

https://comptroller.texas.gov/transparency/open-data/by-request.php


Forecasting: Identifying Trends
o Month to month sales tax is not a

flat trend line

o Most ESDs experience quarterly
spikes due to taxpayers that are only
required to file once every 3 months

o February allocation will always be
the highest of the year due to
December sales activity

o Consider what other factors may
influence seasonality in your
District (like a nearby lake or annual
festival) 

Forecasting: Examining the Outlook for ESDs
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Forecasting: Examining the Outlook for ESDs

Forecasting: Looking Forward
o Determine what economic conditions impact your District

o Some ideas include (but are certainly not limited to):
o Texas Leading Index - Resource Link
o Oil and Gas Prices - Resource Link
o TX Unemployment Rate - Resource Link
o Consumer Price Index - Resource Link

o Remember that different types of businesses react differently to economic conditions

o If using Detailed Confidentiality Reports, consider:
o New businesses that have opened
o Businesses that have closed
o Important to NOT forecast on sales tax which is not likely to continue

o Construction projects
o Direct pay tax

https://www.dallasfed.org/research/econdata/tli.aspx
https://www.eia.gov/outlooks/steo/index.php
https://www.dallasfed.org/research/econdata/tx-unemp.aspx
https://www.bls.gov/cpi/


o Economists are debating different
recovery trends in response to the
COVID-19 pandemic 
(V-curves, U-curves, W-curves)

o For ESDs there is not much to
“recover” from
o Growth is still occurring but slowed slightly in 2020 Q2

o The Internet Retail sales tax increase kicked off
in late 2019, so expect YoY growth to continue 
through the end of 2020

Forecasting: Near-Term Outlook

Forecasting: Examining the Outlook for ESDs
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Forecasting: Piecing It All Together

Forecasting: Examining the Outlook for ESDs

o General forecasting formula:

Baseline Expected Growth rate FORECAST
(preferably by month) (based on economic indicators)

(adjusted for seasonal trends)

oWhat function does sales tax serve in your operational budgets?

Sales Tax is…. Option Forecast Basis

A bonus Basic Net Payment

Nominal compared to Property Tax Better Current Period Collections

Vital to operating budget Best Detailed Confidentiality Report



Forecasting: The HdL Approach

Forecasting: Examining the Outlook for ESDs

Detailed
Confidentiality

Reports

HdL Business Groups
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Forecasting: Examining the Outlook for ESDs

LINK

Available Here!

https://documentcloud.adobe.com/link/track?uri=urn%3Aaaid%3Ascds%3AUS%3A800e5dbc-76c0-4241-a2ce-1e0d99d835c5#pageNum=1


TEXAS ESD SALES TAX: 
CURRENT STATE OF AFFAIRS AND 
FORECASTING
RICHARD FLETCHER

VICE-PRESIDENT OF OPERATIONS & CLIENT SERVICES

RFLETCHER@HDLCOMPANIES.COM

713.358.3972
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