Sales Tax Analysis – July 2021
Executive Summary
Sales tax is one of the most important revenue streams for the City, but it’s also highly volatile and subject to risk. As
such, the City implemented a conservative approach in estimating sales tax for FY21 with the ongoing pandemic. More
information on the development on this year’s sales tax budget is available at the end of this report. This analysis is
intended to highlight the City’s sales tax collections in comparison to its expected performance, which is the amount
of recurring revenue received compared to budget. The analysis may include some comparisons to the prior year,
however, these comparisons are not necessarily an indication of expected performance.
Key Highlights






July Collections:
o Total collections are $4,837,135 which represents sales occurring in the month of May.
o This total includes approximately $392,863 that is related to one-time collections and audit adjustments:
 Positive audit adjustment: $137,496
 One-time adjustments: $192,367
 Net recurring collections: $4,507,272
Recurring Sales Tax Performance
o Current Month
 Over Budget by 10.9% and Up 28.68% Compared to Prior Year of $3.50M
o Year-to-Date
 Over Budget by 20.6% and Up 6.90% Compared to Prior Year of $40.20M
Comparison to Prior Performance and Budget Estimate
o Current Month
 Up 11.00% from FY19 Actuals of $4.36M & Over the FY20 Original Budget by 19.07% from $4.06M
o Year-to-Date
 Down 1.78% from FY19 Actuals of $44.9M & Over the FY20 Original Budget by 4.27% from $41.7M
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Current Month at a Glance
The graphs below indicate that total sales tax collections are $4.84 in July, with recurring sales tax collections of $4.51M.
As a result, the City has approximately $0.77M more in total sales tax revenue when compared to the budgeted amount.
The recurring sales tax is higher than the budget of $4.06M by $0.44M. It is important to note that one-time collections
are not concentrated in any one sector, and that their distribution can and will vary from month to month. Recurring
sales tax is an important measure for the City as it sustains recurring operations. Additional recurring revenue received
over budget will be allocated in the following fiscal year’s budget.
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Year-to-Date at a Glance
The graphs below indicate that total sales tax collections are $44.11M for the year, with recurring sales tax
collections of $42.97M. As a result, the City has accumulated approximately $8.48M in additional sales tax revenue
over the budgeted amount. The recurring sales tax is greater than the budget of $35.63M by $7.35M and $1.13M is
one-time revenue from audit adjustments and one time payments. Recurring sales tax is an important measure for
the City as it sustains recurring operations.
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Monthly Payment Allocation by Sector
The chart below illustrates the distribution of the month’s payment by sector. It does not reflect a comparison to the
prior year’s payment for the same period or year to date. The unadjusted total will not match the net payment allocated
to the City.

For a monthly comparison to last year by sector, please see the written analysis below the chart. *

Monthly Analysis Compared to Prior Year
Retail: The Retail sector increased by 38.49% when compared to the same period in the prior year. Large year-over-year

increases this month signal continued recovery. Clothing saw an increase of 98% over last July, while Electronics &
Appliance witnessed a 176% increase over last July. All subsectors saw positive change year-over-year. Excluding onetime collections from this period, the sector would have otherwise increased by 37.33%. One-time collections total
$20,210.
Food & Entertainment: The Food & Entertainment sector increased by 62.52% when compared to the same period in
the prior year. The Restaurant & Food Services sector saw an increase of 52.10% over last July, indicating that
restaurants across the City continue to recover from closures and reduced activity resulting from the pandemic.
Excluding one-time collections from this period, the sector would have otherwise increased by 55.39%. One-time
collections total $33,772.
Wholesale Trade: The Wholesale Trade sector increased by 32.55% when compared to the same period in the prior year.

This increase is driven by collections within the Durable Goods subsector. Excluding one-time collections from this
period, the sector would have otherwise increased by 28.22%. One-time collections total $8,702.
Utilities: The Utility sector increased by 34.39% when compared to the same period in the prior year due to increases in

collections from energy retailers. There were no one-time adjustments for this sector this period.
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Manufacturing: The Manufacturing sector increased by 57.51% when compared to the same period in the prior year.

The increase within the sector is primarily driven by a negative audit adjustment within the Chemical subsector and a
one-time collection in the Metal Fabricated Product subsector in the prior year. There were no one-time adjustments for
this sector this period.
Information: The Information sector decreased by 0.22% when compared to the same period in the prior year. This

decrease is due to lower collections within the Telecommunications and Broadcasting subsectors. Excluding one-time
collections from this period, the sector would have otherwise decreased by 13.00%. One-time collections total $51,081.
Natural Resources: The Natural Resources sector has decreased by 57.02% when compared to the same period in the

prior year. The decrease in this sector is from a decline in collections within the Support Activities subsector. There were
no one-time adjustments for this sector this period.
Construction: The Construction sector has increased 35.94% when compared to the same period in the prior year. The

increase in the sector is the result of one-time collections this period. Excluding one-time collections from this period,
the sector would have otherwise decreased by 43.17%. One-time collections total $78,602.
All Other: All other sectors are experiencing an 18.65% increase overall when compared to the same period in the prior

year. This increase is the net result of one-time collections and recovery from the shutdown last year. There were no
one-time adjustments for these sectors this period.
* The collections by sector information is directly from the Confidentiality Report received from the Texas Comptroller’s
Office. The numbers reflected in the Confidentiality Report are unadjusted and will not match the Net Collections that
the Comptroller publishes. The Net Collections published publically include all tax payers, whereas the Confidentiality
Report only includes tax payers that annually remit more than $5,000, and does not include the other adjustments made
to the Net Allocation.

THE INFORMATION PROVIDED TO THE CITY IS CONFIDENTIAL. It is not open to public inspection. A city may use the
information only for the purpose of economic forecasting (Tex. Tax Code 321.3022(c)). Unauthorized distribution of
confidential information is punishable by 6 months in jail and a $1,000 fine (Tex. Govt Code sec. 552.352).
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Comparison to Other Cities
The top twenty cities’ sales tax collections are up 24.8% for the month of July and up 7.1% fiscal year to date.
Overall collections within Fort Bend County increased by 25.4%. Sugar Land’s collections for the month saw an increase
of 32.0%, and represents the majority of collections in the county at 46.1% of all sales tax collections.
Statewide, all cities in total are up 19.0% for the month and up 8.4% fiscal year to date.
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Sales Tax Background
Understanding how the City develops the sales tax forecast is an important part of this publication. This year the sales
tax forecast utilized a more conservative approach to forecasting. The FY21 sales tax budget was developed based on
FY20 recurring revenue net of a 40% reduction from the Retail Trade sector and a 50% reduction to the Food &
Entertainment sector for the first six months of the year. For the second half of the year, revenues are based on
budgeted revenues from FY20, which are representative of FY19 recurring revenue. This approach is a change from
Financial Management Policy Statement direction due to the impact of COVID-19 on sales tax revenue.
Actual historical collections can and do change as a result of the timing of the collection (i.e. when the business makes
payment), the receipt of one-time collections, and audit adjustments, which can increase or decrease the actual
collection. It’s this volatility of the collections that make the comparison on a monthly basis a challenge. While sustained
high or low monthly collections may signal a change in the trend, the individual monthly comparison will not provide a
complete picture, and for this reason greater attention should be paid to the year-to-date collections and budget.
Because sales tax is such an important and volatile revenue stream for the City it is closely monitored and analyzed.
When significant changes and trends are detected they are reported to management and City Council quickly. One of
the most important indicators for sales tax performance is the total recurring sales tax collected compared to the
budget. Recurring sales tax is a more stable revenue stream than total sales tax. The total sales tax received during the
month is composed of both one-time, and recurring sources. By separating the two components the City is better able
to compare performance, budget for the next year, and understand how much one-time funding will be available to
support non-recurring needs.
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