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Sales Tax Overview



Stats and Facts
• Largest source of revenue for State of Texas

• FY 2022 - $42.97B, up 19% over FY 2021
• Largest number of taxing jurisdictions – 1,600+

• Largest or 2nd largest source for most cities
• Cities receive $8.2B of $12.7B total local allocation
• Volatile source – subject to seasons, economy, laws & regulations
• Can estimate it and collect it, but not control it

• Sales tax primary legal reference
• Texas Tax Code Chapter 321 – Municipal Sales & Use Tax Act
• Texas Administrative Code - Rules 3.286 and 3.334



Stats and Facts, cont.
• Texas is considered an origin-based state

• In practice, it depends
• Type of seller – Marketplace, Remote
• Use tax 

• “Use tax is a nonrecurring tax that is complimentary to sales tax and is imposed on the 
storage, use, or other consumption of tangible personal property or a tax able service...”

• After Wayfair ruling, primarily impacts local government sourcing
• Sales tax revenues are a mix between consumer retail and 

Business to Business (B2B) sales
• Depending on source – B2B is est. at 40% to 50% of collections



Reference Information
• Comptroller - https://comptroller.texas.gov/taxes/sales/

• Authorized administrator of all state and local sales taxes in Texas

• Local government sales tax compliance and reporting
• GFOAT Sponsors
• TexasCityServices LLC

• www.cityservices.us

• Private business service providers
• Avalara, Tax Jar, etc.

https://comptroller.texas.gov/taxes/sales/


Comptroller of Public Accounts
• Website - https://comptroller.texas.gov/taxes/sales/

• Allocation Payment Distribution Schedule
• Database by Entity
• Marketplace sellers
• Remote sellers
• Laws & rules
• STAR system

• Audits remitters
• Ensures compliance

https://comptroller.texas.gov/taxes/sales/


Local Sales Tax Hierarchy
If the seller has but a single POB in Texas

Texas POB where order is placed in person

Texas POB Texas where item is “fulfilled”

Texas POB where the “order is received”

Local tax 
due to 

that 
location

Local tax 
due where 
the item 

was 
placed in 
person

Local tax 
due at 
POB 

where 
item was 
“fulfilled”

Local tax 
due where 
order was 
received

If not,
Then

If not,
Then

If not,
Then

POB = Place of Business, defined as an 
established outlet, office, or location 

operated by the retailer or the retailer’s 
agent or employee for the purpose of 
receiving orders for taxable items and 
includes any location at which three or 
more orders are received by the retailer 

during a calendar year. A warehouse, 
storage yard, or manufacturing plant is not 
a "place of business of the retailer" unless 
at least three orders are received by the 
retailer during the calendar year at the 

warehouse, storage yard, or manufacturing 
plant.

“order is received” is undefined.

TTC Sec. 321.203(b)

TTC Sec. 321.203(c)

TTC Sec. 321.203(c-1(c))

TTC Sec. 321.203(d)



Sales Tax Legislative History
1992

2011

2018

2019

2020

2021

Quill Corp. v. North Dakota - SCOTUS

Amazon v. Susan Combs, Texas Comptroller of Public Accounts

“Physical presence test”

Undisclosed settlement agreement

South Dakota v. Wayfair - SCOTUS Remote sellers to collect & remit state & local sales 
taxes

HB 1525 & HB 2153 Defined marketplace providers & sellers; established 
single rate for remote sellers

TAC Rule 3.334 Rules for 2019 laws passed AND redirected sourcing for 
certain “shopping website” orders effective Sept 2021

SB 477 & HB 2404 Further defined marketplace; Created 380 database



The Lawsuit
July 2021 

August 2021

July 2022

Sept/Oct 2022
January 2023

Nov 2023

Cities of Carrollton, Coppell, DeSoto, Farmers Branch, Humble and 
Round Rock filed suit against Comptroller on TAC Rule 3.334
 TAC Rule 3.334, Section b(5) is subject of lawsuit

District court grants injunction
 10/1/21 effective date on b(5) deferred pending lawsuit results

District court rules APA not followed; rule not valid
 No fiscal impact analysis done

New draft rule published; public hearing held & comments taken
Revised rule published; Section b(5) completely rewritten

 Now states no fiscal impact analysis can be done

Case set for trial in Travis County District Court



Section b(5)
• Before:

• “Orders not received by sales personnel, including orders received by a shopping website or shopping software 
application. Effective October 1, 2021, these orders are received at locations that are not places of business of 
the seller.”

• After:
• “A facility without sales personnel is usually not a "place of business of the seller." A vending machine is not 

"an established outlet, office, or location," and does not constitute a "place of business of the seller." Instead, a 
vending machine sale is treated as a sale by an itinerant vendor. See subsections (a)(10) and (c)(6) of this 
section. However, a walk-in retail outlet with a stock of goods available for immediate purchase through a 
cashier-less point of sale terminal at the outlet would be "an established outlet, office, or location" so as to 
constitute a "place of business of the seller" even though sales personnel are not required for every sale. A 
computer that operates an automated shopping cart software program is not an established outlet, office, or 
location," and does not constitute a "place of business of the seller." A computer that operates an automated 
telephone ordering system is not "an established outlet, office, or location," and does not constitute a "place of 
business of the seller.“”

• So, Stay Tuned . . . 



Origin vs Destination
• Does not impact State sales tax revenues
• Shifts local sales tax allocations

• Redistributes revenues among local taxing 
jurisdictions 

• Changes rules in place for 60 years
• Decreases statewide local sales collections  

by estimated $1.3 billion – 10%
• Texas has large population outside corporate 

limits
• Shift increases business reporting 

requirements

Source:  TexasCityServices LLC website



Your City’s Sales Tax Data



Sources for Sales Tax Information

• Monthly sales tax allocation
• Press releases from public companies
• Federal Reserve Beige Book and other research from the Dallas 

Fed
• Texas Comptroller’s confidential sales tax report



Monthly
Sales Tax
Allocation



Forecasting
Annual
Revenue



Confidential Sales Tax Report
• All cities are entitled to receive a confidential sales tax report per 

Texas Tax Code Section 321.3022
• The report lists the sales tax remitted for each entity doing 

business in the municipality
• Only entities paying more than $5,000 to the State are listed

• Mayor or chief administrative officer must request annually
• https://comptroller.texas.gov/about/policies/open-records/



Confidential Sales Tax Report

1TP NO NAME ADDRESS CITY STATE ZIP CODE
NAICS 
NO

OUTLET 
NO

OUTLET 
NAME

OUTLET 
ADDRESS

ALLOC 
MONTH

TOTAL 
PAID

OBLIG 
TYPE

PRD 
BEGIN

PRD 
END

TAX 
PAID

1.01E+10TAXPAYER TAXPAYER LEWISTON ME 4241 541870 R 202012 202012 0.42
1.01E+10TAXPAYER TAXPAYER LEWISTON ME 4241 541870 202102 0.42
1.01E+10TAXPAYER TAXPAYER LEWISTON ME 4241 541870 R 202101 202101 0.33
1.01E+10TAXPAYER TAXPAYER LEWISTON ME 4241 541870 202103 0.33
1.01E+10TAXPAYER TAXPAYER LEWISTON ME 4241 541870 R 202104 202104 0.62
1.01E+10TAXPAYER TAXPAYER LEWISTON ME 4241 541870 202106 0.62
1.01E+10TAXPAYER TAXPAYER LEWISTON ME 4241 541870 R 202107 202107 0.29
1.01E+10TAXPAYER TAXPAYER LEWISTON ME 4241 541870 202109 0.29
1.01E+10TAXPAYER TAXPAYER LEWISTON ME 4241 541870 R 202108 202108 0.77
1.01E+10TAXPAYER TAXPAYER LEWISTON ME 4241 541870 202110 0.77



Month-to-Month Comparison
2019 to 2019 to 2019 to 2019 to 2019 to 2019 to 2019 to 2019 to 2019 to

Jan 2020 Feb 2020 Mar 2020 Apr 2020 May 2020 Jun 2020 Jul 2020 Aug 2020 Sep 2020
1.93% 6.86% 8.71% 9.47% -17.91% -18.10% -8.23% -2.61% 0.89%

26.56% 8.62% 15.73% 60.02% -12.55% -15.48% -15.51% -7.06% -13.91%
5.26% 9.91% 8.51% 7.84% -7.29% 3.58% 18.01% 28.38% 36.36%

-20.38% -16.73% -13.20% -13.30% -51.87% -14.54% 30.40% 65.42% 62.25%
-5.84% -1.99% -1.17% 0.69% -17.05% -28.60% -10.95% 8.27% 11.03%
4.04% 0.69% 6.48% 2.80% -26.17% -43.05% -26.17% -0.14% -4.92%

36.95% 20.46% -3.21% 0.10% -91.54% 85.11% 4.19% -8.14% -8.74%
-4.55% -2.01% -3.01% -1.15% -11.01% -17.00% 2.78% 6.21% 0.39%

-16.70% -8.31% -1.22% -100.00% -72.52% -100.00% -52.69% -34.47% -37.95%
-6.71% -8.40% -8.72% -21.50% -14.37% -28.72% -15.52% -11.28% -15.24%
13.49% 16.51% 21.52% 14.69% 3.87% 29.34% 40.30% 33.88% 43.88%

7.40% 12.91% 9.43% 12.76% -3.34% 15.06% 36.25% 31.75% 39.47%
-1.81% -0.84% -1.69% -1.45% -20.57% -15.52% -0.62% 1.74% -0.57%
10.90% 8.62% 6.84% 10.76% -35.01% -50.01% -16.99% -1.53% -0.94%
15.18% 19.62% 6.05% 15.75% -28.50% -17.49% 15.80% 33.57% 27.35%
-9.50% 27.46% -3.28% 2.77% -0.83% 9.77% -7.75% -7.19% 9.33%
9.03% 13.91% 19.57% 20.60% -6.28% 8.16% 16.95% 20.63% 26.11%

15.58% 19.02% 74.52% 94.45% 13.53% -107.68% -95.66% -75.72% -65.72%
11.95% 8.45% 5.85% -68.34% -100.00% -100.00% -74.41% 4.44% -54.69%



Rolling 12-Months of Revenue



Rolling 12-Month Percentage Change

Rate of growth 
peaked in Feb 2022



Know Your 
Revenue 
Composition



Tips for Analyzing Data

• Adjust monthly figures for prior and future period payments 
• Use rolling twelve-month data to smooth monthly swings
• Infrequent transactions like furnishing a building or buying an 

airplane can skew results
• Research any significant audit adjustment
• Refer to confidential details for unusual amounts
• Focus on largest remitters



CORR Example – Confidential Report

• Large increase in one remitter – July 2022
• No audit adjustments or prepayments shown on summary



Sales Tax Bills Filed
in the 88th Session

of the Texas Legislature



Bills Affecting Section 321
Municipal Sales and Use Tax Act 

• SB 680 and HB 2492 make the confidential sales tax report 
subject to open records requests

• SB 333, HB 432, and HB 1465 source certain sales to warehouses
• SB 1053 clarifies definition of marketplace seller
• HB 5141 defines “place of business” as a location operated by 

the retailer or retailer’s agent, regardless of the method by 
which orders are transmitted or received

• HB 5089 sources all sales based upon delivery not origination



Bills Affecting Section 321
Municipal Sales and Use Tax Act, cont. 
• HB 43, HB 268, and HB 577 repeal sales taxes and replace with a 

value added tax
• SB 2018 and HB 4939 allow the Comptroller to withhold a 

portion of the sales tax allocation if a city does not enforce a 
camping ban

• HB 880 allows the Comptroller to withhold sales taxes from the 
City of Austin for the cost of public safety at the Capital 
Complex



Many Bills Affect Chapter 151
Limited Sales, Excise and Use Tax

• Exemptions would be added for
• Maternity clothing, diapers (children and adult), and feminine hygiene 

products
• College textbooks, school supplies purchased by teachers, and 

computers purchased during the sales tax holiday
• Portable generators and trade tools
• Equipment used in data centers and virtual currency mines

• SB 1000 filed by Senator West would reduce the state sales tax 
rate from 6.25% to 5.75%



Questions



Thank you!
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