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By publishing this manual, the Texas Comptroller of Public Accounts is providing general information. The information is
provided as a public service and is intended to be used solely for informational purposes. This publication does not address
all aspects of law applicable to heavy equipment dealers’ special inventory, and the Comptroller’s office is not offering legal
advice. The information contained in this manual neither constitutes nor serves as a substitute for legal advice. Questions regarding the meaning or interpretation of statutes, legal requirements and other matters should, as appropriate or necessary, be
directed to an attorney or other appropriate counsel.
Dealers’ heavy equipment inventory laws are found primarily in Tax Code Sections 23.1241, 23.1242 and 23.1243. Protest and
judicial review provisions related to refunds on fleet transactions can be found in Tax Code Sections 41.44(a)(5), 41.47(c-1) and
42.01(a)(1)(D).
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Special Inventory Appraisal
Texas law provides for the appraisal of dealers’ heavy equipment inventory for the purpose of property tax computation
based on the sales, leases, and rentals of heavy equipment in
the prior year. The market value of a dealer’s heavy equipment inventory on Jan. 1 is the total annual sales (less sales
to dealers, fleet transactions and subsequent sales) for the
12-month period corresponding to the preceding tax year, divided by 12. 1 For an item of heavy equipment that is sold during the preceding tax year after being leased or rented for a
portion of that same tax year, the sales price is the sum of the
sales price plus the total lease and rental payments received
for the item in the preceding tax year.2

If an owner of a dealer’s heavy equipment inventory was not
a dealer on Jan. 1 of the preceding tax year, the chief appraiser estimates the market value of the inventory.3 These
estimates are created using sales data, if any, generated by
sales from the dealer’s heavy equipment inventory in the preceding tax year.4
Except for dealer’s heavy equipment inventory, personal
property held by a heavy equipment dealer is appraised as
provided by other sections of the Tax Code.5 If a dealer’s
sales from the dealer’s heavy equipment inventory are made
predominately to other dealers, the chief appraiser must appraise the heavy equipment inventory as provided by Tax
Code Section 23.12.6
A dealer is presumed to be an owner of a dealer’s heavy equipment inventory on Jan. 1 if the dealer sold, leased or rented
an item of heavy equipment to a person other than a dealer
in the 12-month period ending on Dec. 31 of the preceding

year.7 The presumption is not rebutted
by the fact that a dealer has no item of
heavy equipment physically on hand
for sale on Jan. 1.8
A heavy equipment dealer does not require a special license for purposes of
Tax Code Sections 23.1241, 23.1242
or 23.1243. A heavy equipment dealer
is a person engaged in the business in
this state of selling, leasing or renting
heavy equipment. The term does not
include a bank, savings bank, savings
and loan association, credit union or
other finance company. In addition, the term does not include
a person who renders heavy equipment inventory in a tax
year by filing a rendition statement or property report in accordance with Tax Code Chapter 22.9
A chief appraiser may examine the books and records of a
dealer, including documentation to ascertain applicability of
Tax Code Sections 23.1241 and 23.1242 and sales records to
substantiate information in declarations filed by the dealer.10
In addition, a chief appraiser or collector may examine documents related to the monthly tax statement. 11 A request must
be made in writing and be delivered personally to the custodian of the records at a location at which the dealer conducts
business.12 The request must provide a period of not less than
15 days for the person to respond and must state that the person to whom the request is addressed has the right to seek
judicial relief from compliance with the request.13
7

1
2
3
4
5
6

Tex. Tax Code §23.1241(b).
Tex. Tax Code §23.1241(b-1).
Tex. Tax Code §23.1241(c).
Tex. Tax Code §23.1241(c).
Tex. Tax Code §23.1241(d).
Tex. Tax Code §23.1241(d).

8
9
10
11
12
13

Tex. Tax Code §23.1241(e).
Tex. Tax Code §23.1241(e).
Tex. Tax Code § 23.1241(a)(1).
Tex. Tax Code §23.1241(g).
Tex. Tax Code §23.1242(f).
Tex. Tax Code §23.1241(g) and §23.1242(f).
Tex. Tax Code §23.1241(g) and §23.1242(f).
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Definitions
Tax Code Sections 23.1241(a) and 23.1242(a) define terms
related to dealers’ heavy equipment inventory including the
following:
Aggregate tax rate – the combined tax rates of all appropriate taxing units authorized by law to levy property taxes
against a dealer’s heavy equipment inventory.
Dealer – a person engaged in the business in this state of selling, leasing or renting heavy equipment. The term does not
include a bank, savings bank, savings and loan association,
credit union or other finance company. In addition, for purposes of taxation of a person’s inventory of heavy equipment
in a tax year, the term does not include a person who renders
the person’s inventory of heavy equipment for taxation in that
tax year by filing a rendition statement or property report in
accordance with Chapter 22.
Dealer’s heavy equipment inventory – all items of heavy
equipment that a dealer holds for sale, lease or rent in this
state during a 12-month period.
Dealer-financed sale – the sale at retail of an item of heavy
equipment in which the dealer finances the purchase of the
item, is the sole lender in the transaction and retains exclusively the right to enforce the terms of the agreement that
evidences the sale.
Declaration – a dealer’s heavy equipment inventory declaration form adopted by the Comptroller.
Fleet transaction – the sale of five or more items of heavy
equipment from a dealer’s heavy equipment inventory to the
same person in one calendar year.
Heavy equipment – self-propelled, self-powered or pulltype equipment, including farm equipment or a diesel engine,
that weighs at least 1,500 pounds and is intended to be used

for agricultural, construction, industrial, maritime, mining
or forestry uses. The term does not include a motor vehicle
that is required to be titled according to Transportation Code
Chapter 501 or registered according to Transportation Code
Chapter 502.
Transportation Code Section 501.002(14) defines a motor
vehicle as any driven or propelled vehicle required to be registered under state law; a trailer or semitrailer (other than
a manufactured home) that exceeds 4,000 pounds; a house
trailer; an all-terrain vehicle or recreational off-highway vehicle designed by the manufacturer for off-highway use that
is not required to be registered under state law; or a motorcycle, motor-driven cycle or moped that is not required to
be registered under state law (other than those designed for
and used exclusively on a golf course). Transportation Code
Section 502.002 provides that the definition of motor vehicle
is a vehicle that is self-propelled.
Transportation Code Chapter 501 can be found at www.statutes.
legis.state.tx.us/Docs/TN/pdf/TN.501.pdf.
Transportation Code Chapter 502 can be found at www.statutes.
legis.state.tx.us/Docs/TN/pdf/TN.502.pdf.
Questions regarding what motor vehicles must be titled or
registered should be directed to the Texas Department of Motor Vehicles.
Statement – the dealer’s heavy equipment inventory tax
statement filed on a form adopted by the Comptroller.
Sales price – the total amount of money paid or to be paid
to a dealer for the purchase of an item of heavy equipment;
or for a lease or rental, the total amount of the lease or rental
payments.
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Subsequent sale – a dealer-financed sale of an item of heavy
equipment that, at the time of the sale, has been the subject
of a dealer-financed sale from the same dealer’s heavy equipment inventory in the same calendar year. The term does not
include a rental or lease with an unexercised purchase option
or without a purchase option.
Total annual sales – the total of the sales price for each sale
from a dealer’s heavy equipment inventory in a 12-month period; and lease and rental payments received for each lease
or rental of heavy equipment inventory in a 12-month period.
Unit property tax factor – a number equal to one-twelfth of
the preceding year’s aggregate ad valorem tax rate at the location where a dealer’s heavy equipment inventory is located
on Jan. 1 of the current year.

Additional Definitions
Merriam-Webster’s Dictionary defines sale as “the act of
selling; specifically: the transfer of ownership of and title to
property from one person to another for a price.”14
Black Law’s Dictionary defines sale as “a contract between
two parties, called, respectively, the ‘seller’ (or vendor) and
the ‘buyer’ (or purchaser), by which the former, in consideration of the payment or promise of payment of a certain price
in money, transfers to the latter the title and the possession
of property. Transfer of property for consideration either in
money or its equivalent.” 15

14

15
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Merriam-Webster’s Dictionary Online. “Sale,” www.merriam-webster.
com/dictionary/sale. (Last visited September 24, 2013.)
Black’s Laws Dictionary 1200 (5th ed. 1979).
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Frequently Asked Questions
1. Is sales tax included in the sales price of heavy equipment
or in the monthly lease or rental payment, as applicable?
This question involves a very fact-based inquiry. As an initial matter, any given piece of equipment may or may not be
subject to sales tax. If sales tax is collected, one may question
whether such tax is included in the various provisions of Tax
Code Sections 23.1241 and 23.1242 including, but not limited to, the definition of sales price and provisions for the calculation of unit property tax. These are questions involving
interpretation of law that should be directed to an attorney.

4. Last year, I rented out several pieces of heavy equipment, but I closed my business in December. Am I
considered a dealer of heavy equipment for the next
tax year?
A dealer means a person engaged in the business in this
state of selling, leasing or renting heavy equipment. The
term does not include a person who renders heavy equipment inventory in that tax year by filing a rendition statement or property report in accordance with Tax Code
Chapter 22.18

2. Is every sale, lease and rental of heavy equipment subject to the special inventory tax?
The law excludes three types of transactions made from a
dealer’s heavy equipment inventory from the definition of
market value and the requirements to assign a unit property tax:

A dealer is presumed to be an owner of heavy equipment
inventory on Jan. 1 if, in the 12-month period ending on
Dec. 31 of the preceding year, the dealer sold, leased or
rented an item of heavy equipment to a person other than
a dealer.19 This presumption is not rebutted by the fact the
dealer does not physically have an item of heavy equipment on hand for sale from the dealer’s heavy equipment
inventory on Jan. 1.20

1. sales to dealers,
2. fleet transactions, and
3. subsequent sale(s).16
However, sales to dealers, fleet transactions and subsequent sales must be reported on the monthly tax statement.
3. If I only lease or rent heavy equipment, am I considered a dealer of heavy equipment inventory?
Yes. The definition of dealer includes a person engaged
in the business in this state of selling, leasing or renting
heavy equipment. However a dealer does not include a
bank, savings bank, savings and loan association, credit
union or other finance company nor does it include a person who renders heavy equipment inventory in that tax
year by filing a rendition statement or property report in
accordance with Tax Code Chapter 22.17

5. I opened my heavy equipment dealership in the middle of this year, do I have to file monthly tax statements for the current year?
Yes. A dealer who owes no heavy equipment inventory
tax for the current year because the dealer was not in business on Jan. 1 must file a statement for each month that
the dealer is in business.21 The dealer also must file a declaration within 30 days after the business opens.22
6. What can happen if I do not file or timely file a declaration for my heavy equipment inventory?
In addition to other penalties provided by law, a dealer
who fails to file or timely file a required declaration must
18
19
20

16
17

Tex. Tax Code §23.1241(b) and §23.1242(b).
Tex. Tax Code §23.1241(a)(1).

21
22

Tex. Tax Code §23.1241(a)(1).
Tex. Tax Code §23.1241(e).
Tex. Tax Code §23.1241(e).
Tex. Tax Code §23.1242(g)(1).
Tex. Tax Code §23.1241(f).
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forfeit a penalty of $1,000 for each month or part of a
month in which a declaration is not filed or timely filed
after it is due.23 A tax lien attaches to the dealer’s business
personal property to secure payment of the penalty.24
7. What can happen if I do not file or timely file a monthly statement for my heavy equipment inventory? What
happens if I do not remit due unit property taxes?
In addition to other penalties provided by law, a dealer
who fails to file or timely file a statement must forfeit
a penalty of $500 for each month or part of a month in
which a statement is not filed or timely filed after it is
due.25 A tax lien attaches to the dealer’s business personal
property to secure payment of the penalty.26 In addition to
other penalties provided by law, an owner who fails to remit unit property tax due must pay a penalty of 5 percent
of the amount due.27 If the amount due is not paid within
10 days after the due date, the owner must pay an additional 5 percent of the amount due.28 Unit property taxes
paid on or before Jan. 31 of the year following the date on
which they are due are not delinquent.29
8. How much does an item have to weigh before it qualifies as heavy equipment?
Dealers’ heavy equipment inventory must weigh at least
1,500 pounds.30
9. Are semitrailers considered heavy equipment for purposes of special inventory?
A semitrailer would not be considered heavy equipment
for purposes of special inventory if the semitrailer must
be titled as a motor vehicle under Transportation Code
Chapter 501 or be registered pursuant to Transportation
Code Chapter 502.31 A motor vehicle is not included in the
definition of heavy equipment inventory if it is required to

23
24
25
26
27
28
29
30
31

Tex. Tax Code §23.1241(j).
Tex. Tax Code §23.1241(j).
Tex. Tax Code §23.1242(m).
Tex. Tax Code §23.1242(m).
Tex. Tax Code §23.1242(n).
Tex. Tax Code §23.1242(n).
Tex. Tax Code §23.1242(n).
Tex. Tax Code §23.1241(a)(6).
Tex. Tax Code §23.1241(a)(6).
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be titled according to Transportation Code Chapter 501 or
registered according to Transportation Code Chapter 502.
Transportation Code Chapter 501:
www.statutes.legis.state.tx.us/Docs/TN/pdf/TN.501.pdf.
Transportation Code Chapter 502:
www.statutes.legis.state.tx.us/Docs/TN/pdf/TN.502.pdf.
Questions regarding what motor vehicles must be titled or
registered should be directed to the Texas Department of
Motor Vehicles.
10. When do I collect the inventory tax on a leased or
rented item of heavy equipment?
If a transaction is a lease or rental, the owner must collect
the unit property tax from the lessee or renter at the time the
lessee or renter submits payment for the lease or rental.32
11. What if I sell, lease, or rent to an individual who is outof-state or to a governmental entity? Do I include that
transaction in the monthly statement?
The Tax Code does not exclude sales, leases or rentals to
out-of-state individuals or governmental entities for purposes of declarations or monthly statements under Tax
Code Sections 23.1241, 23.1242 and 23.1243.
See question 2 for exclusions.
12. If a renter or lessee fails to pay the lease or rental payments, do I still have to prepay the inventory tax for
that lease or rental?
The owner must deposit with the county tax assessor-collector the total amount of unit property tax assigned to all
items sold, leased or rented in the preceding month.33 The
assigned unit property tax is determined by multiplying
the unit property tax factor by the sales price of the item
or the monthly lease or rental payment received for an
item.34 If a unit property tax has been assigned, then that
amount must be remitted to the collector.35 Whether an
owner is required to prepay unit property tax that is not
32
33
34
35

Tex. Tax Code §23.1242(b).
Tex. Tax Code §23.1242(b).
Tex. Tax Code §23.1242(b).
Tex. Tax Code §23.1242(b).

remitted by a lessee or renter involves interpretation of
law that should be directed to an attorney.
13. When I sell a piece of heavy equipment that has been
rented or leased, how is the market value calculated
for tax purposes?
For the purpose of the computation of property tax on the
market value of the dealer’s heavy equipment inventory,
the sales price of an item of heavy equipment that is sold
during the preceding tax year after being leased or rented
for a portion of the same tax year is considered to be the
sum of the sales price of the item plus the total lease and
rental payments received for the item in the preceding tax
year.36
14. If I have excess funds in my escrow account after my
tax bill is paid do I get a refund?
The only provision in the Tax Code relating to refunds
pertains to fleet transactions in Tax Code Section 23.1243.

15. If I apply to the chief appraiser for a refund for prepayment of a fleet sale and I am denied, can I appeal
the determination?
A property owner may protest a chief appraiser’s determination of eligibility for a refund under Tax Code Section
23.1243 to the appraisal review board not later than the
30th day after the date the chief appraiser’s refund eligibility is delivered to the property owner.37 An ARB determination on the eligibility of a refund may be appealed in
district court.38
16. If a dealer has two or more locations in the same county but in different taxing units may the dealer count
all transactions in that county for purposes of calculating fleet transactions?
No. Each business location (therefore each taxing unit) is
treated separately for this purpose. This answer is supported by Tax Code Sections 6.01, 6.02, 25.01(a), 21.02,
23.1242(a)(1) and 26.01(a).

37
36

Tex. Tax Code §23.1241(b-1).

38

Tex. Tax Code §41.44(a)(5).
Tex. Tax Code §42.01.
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Dealer Instructions for Filing Forms
and Paying Property Taxes
There are six steps for a dealer to calculate, report and pay
inventory property taxes:

Step 1: Complete Declaration(s)

The current year’s tax bills received in October will be based
on the market value of the inventory and the current year’s
tax rates. The inventory’s market value is not the value of
the dealer’s heavy equipment on Jan. 1, but an average of the
monthly inventory sales, leases and rentals from the preceding year.
A dealer must file a declaration that sets forth the name and
business address of each location at which the declarant conducts business; a statement that the declarant is the owner of
a dealer’s heavy equipment inventory; and the market value
of the declarant’s heavy equipment inventory for the tax year
as computed by Tax Code Section 23.1241(b).39
The definition of heavy equipment is self-propelled, selfpowered or pull-type equipment, including farm equipment
or a diesel engine, that weighs at least 1,500 pounds and is
intended to be used for agricultural, construction, industrial,
maritime, mining or forestry uses.40

A motor vehicle that is required to be titled according to
Transportation Code Chapter 501 or registered according to
Chapter 502 is not considered heavy equipment for the purposes of a special inventory tax.41 For these laws, please see
the following:
Transportation Code Chapter 501
www.statutes.legis.state.tx.us/Docs/TN/pdf/TN.501.pdf.
Transportation Code Chapter 502
www.statutes.legis.state.tx.us/Docs/TN/pdf/TN.502.pdf.
Questions regarding what motor vehicles must be titled or
registered should be directed to the Texas Department of Motor Vehicles.
For each business location, complete a Dealer’s Heavy
Equipment Inventory Declaration form.42

Step 2: File Declaration(s)

Dealers must file with the county appraisal district a Dealer’s
Heavy Equipment Inventory Declaration form listing the total value of the inventory sold, leased or rented in the prior
year for each location.43 A dealer files in the following way:
• not later than Feb. 1 of each year;44
• with the county appraisal district. Declaration(s) should be
filed with the appraisal district(s) in which each business
location is situated, and

41
42

43
39
40

Tex. Tax Code §23.1241(f).
Tex. Tax Code §23.1241(a)(6).

44

Tex. Tax Code §23.1241(f).
Tex. Tax Code §§6.01, §6.02, §25.01(a), §21.02, §23.1242(a)(1), and
§26.01(a).
Tex. Tax Code §§6.01, §6.02, §25.01(a), §21.02, §23.1242(a)(1), and
§26.01(a).
Tex. Tax Code §23.1241(f).
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• a copy with the collector.45
A dealer who is not in business on Jan. 1 must file a declaration form not later than 30 days of opening the business.46

Penalties

In addition to other
penalties provided
by law, a dealer who
fails to file or timely
file a required declaration must forfeit
a penalty of $1,000
for each month or
part of a month in which a declaration is not filed or timely filed after it is due.47 A tax lien attaches to the dealer’s
business personal property to secure payment of the penalty.48 If there is a disaster that made it effectively impossible for a dealer to comply with filing requirements or an
event beyond the control of the dealer that destroys property
or records and the declaration is not timely filed, then the
dealer may file a written application for the chief appraiser
to waive the penalty within 30 days after the date the declaration must be filed.49 The dealer must otherwise be in
compliance Tax Code Chapter 23 for the chief appraiser to
waive the penalty. 50

Step 3: Complete Monthly Tax Statement(s)

A dealer must file with the county tax office a monthly form
— Dealer’s Heavy Equipment Inventory Tax Statement —
listing heavy equipment sold, leased, or rented. 51 File a separate statement for each business location.52 The statement
must include the following:

45
46
47
48
49
50
51
52

Tex. Tax Code §23.1241(f).
Tex. Tax Code §23.1241(f).
Tex. Tax Code §23.1241(j).
Tex. Tax Code §23.1241(j).
Tex. Tax Code §23.129.
Tex. Tax Code §23.129.
Tex. Tax Code §23.1242(e).
Tex. Tax Code §§6.01, §6.02, §25.01(a), §21.02, §23.1242(a)(1), and
§26.01(a).
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• a description of each item of heavy equipment sold, leased,
or rented including any unique identification or serial number affixed to the item by the manufacturer;
• the sales price of or lease or rental payment received for the
item of heavy equipment, as applicable;
• the unit property tax of the item of heavy equipment, if
any; and
• the reason no unit property tax is assigned if no unit property tax is assigned.

Step 4: File Monthly Tax Statement(s)

Each month, a dealer must file an inventory tax statement. 53
File a separate statement for each business location.54 These
statements are confidential under Tax Code Section 23.123.55
A statement filed with a chief appraiser or collector is confidential and not open to public inspection. 56 A statement and
the information contained in the statement may not be disclosed to anyone except an employee of the appraisal office
who appraises the property or to an employee of the county
tax assessor-collector involved in the maintenance of the
owner’s escrow account. 57 This confidential information may
be disclosed in the following ways:
1. in a judicial or administrative proceeding pursuant to a
lawful subpoena;
2. to the person who filed the declaration or statement or to
that person’s representative authorized by the person in
writing to receive the information;
3. to the Comptroller or an employee of the Comptroller authorized by the Comptroller to receive the information;
4. to a collector or chief appraiser;
5. to a district attorney, criminal district attorney or county
attorney involved in the enforcement of a penalty imposed pursuant to Tax Code Sections 23.121 or 23.122;
6. for statistical purposes if in a form that does not identify
specific property or a specific property owner;

53
54

55
56
57

Tex. Tax Code §23.1242(f).
Tex. Tax Code §§6.01, §6.02, §25.01(a), §21.02, §23.1242(a)(1), and
§26.01(a).
Tex. Tax Code §23.1242(p).
Tex. Tax Code §23.123(b).
Tex. Tax Code §23.123(b).

Special Inventory Tax
County Tax Assessor Collector
Escrow Accounts
(Due by the 10th of each month)

Sale, lease, and rental

+

10

10

10

10

10

10

10

10

10

10

10

10

Feb

SIT Tax
Heavy Equipment Dealer

Jun

Oct

7. if and to the extent that the information is required for
inclusion in a public document or record that the appraisal
or collection office is required by law to prepare or maintain; or
8. to the Texas Department of Motor Vehicles for use by that
department in auditing compliance of its licensees with
appropriate provisions of applicable law.58
Dealers must file statements meeting the following schedule
and criteria:
• 12 times per year;
• each month by the 10th of the following month (for example,
file January inventory tax statement by February 10th); 59
• each month if a dealer was not in business on Jan. 1;60
• indicating no sales, lease, or rentals if a dealer does not sell,
lease or rent heavy equipment during the month.61
• regardless of whether a dealer owes heavy equipment inventory tax for the current year.62

59
60
61
62

Tex. Tax Code §23.123(c).
Tex. Tax Code §23.1242(f).
Tex. Tax Code §23.1242(g).
Tex. Tax Code §23.1242(f).
Tex. Tax Code §23.1242(g).

Jul

Nov

Apr

Aug

Dec

May

Sep

Jan

• with both the collector (originals) and with the chief appraiser (copies).63
Dealers should retain any documentation relating to the disposition of each item of heavy equipment sold.64

Step 5: Prepayment of Taxes

Along with the inventory tax statement filed with the collector’s office, owners must deposit the total unit property tax
assigned to all items of heavy equipment sold, leased or rented in the preceding month.65 This money is deposited into an
escrow account for the prepayment of property taxes.66 The
owner may not withdraw funds in an escrow account, except
as provided by Tax Code Section 23.1243.67
Call the county tax assessor-collector or appraisal district
for the unit property tax factor. This factor is one-twelfth
of the prior year’s aggregate ad valorem tax rate at the location where the dealer’s heavy equipment inventory is located
on Jan. 1 of the current year.68 Each property is taxed by a
63

58

Mar

64
65
66
67
68

Tex. Tax Code §23.1242(f).
Tex. Tax Code §23.1242(f).
Tex. Tax Code §23.1242(b).
Tex. Tax Code §23.1242(b).
Tex. Tax Code §23.1242(d).
Tex. Tax Code §23.1242(a)(4).
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Special Inventory Tax
Escrow Deficient
Tax Bill

Special Inventory Tax
(Generated from sales, leases, and rentals)

Jan
SIT $1,000
+

Based on Sales, Leases, and Rentals
from previous year

Jul
SIT $1,200
+
County

Feb
SIT $1,500
+

Aug
SIT $800
+

Mar
SIT $500
+

Sep
SIT $200
+

Apr
SIT $1,000
+

Oct
SIT $800
+

May
SIT $750
+

Nov
SIT $800
+

Jun
SIT $1,100

Dec
SIT $400

s
Pay

=

Calculate the unit property tax: The unit property tax is the
product of multiplying the unit property tax factor by the
sales price of the item or the monthly lease or rental payment
received for the item.69
Assign a unit property tax: Except for dealer sales, fleet
transactions and subsequent sales, an owner must assign a
unit property tax to each item of heavy equipment sold from
a dealer’s heavy equipment inventory. An owner must also
assign a unit property tax to each item of heavy equipment
leased or rented.70 On a lease or rental, the owner collects

Special District

$12,199.98 Tax Due
- 10,050.00 Escrow
Short - (2,149.98)

the unit property tax from the lessee or renter at the time the
lessee or renter makes a payment.71 The owner must state the
amount of the assigned unit property tax as a separate line
item on an invoice.72

Step 6: Payment of Taxes

On behalf of the owner, the county tax assessor-collector
pays the annual inventory taxes from the dealer’s escrow account and bills the owner for any additional amount due.73
• Owner will receive annual property tax bills;
• Taxing units send a copy of the owner’s heavy equipment
inventory tax bill to the collector;74

71
72

70

School District

Current Year Escrow
$10,050

county and by a school district. It also may be taxed by a city
and special districts (such as a junior college and/or hospital
district, depending on location).

69

City

Tex. Tax Code §23.1242(b).
Tex. Tax Code §23.1242(b).
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73
74

Tex. Tax Code §23.1242(b).
Tex. Tax Code §23.1242(b).
Tex. Tax Code §23.1242(h) and (i).
Tex. Tax Code §23.1242(h).

Special Inventory Tax
Excess in Escrow
Tax Bill

Special Inventory Tax
(Generated from sales, leases, and rentals)

Jan
SIT $1,000
+

Based on Sales, Leases, and Rentals
from previous year

Jul
SIT $1,200
+
County

Feb
SIT $1,500
+

Aug
SIT $800
+

Mar
SIT $500
+

Sep
SIT $3,000
+

Apr
SIT $2,000
+

Oct
SIT $1,000
+

May
SIT $750
+

Nov
SIT $2,000
+

Jun
SIT $1,100

Dec
SIT $600

=

The owner will receive a tax receipt for payment and any
additional tax bill from the county tax assessor-collector for
any deficiency in escrow account.76 The owner must pay the
deficiency by Jan. 31, or the taxes are delinquent.77
Collectors must distribute to taxing units all funds collected
and held in the escrow account by Feb. 15.78 An owner may

not withdraw funds from the escrow account.79 A dealer may
write to the chief appraiser to apply for a refund of taxes paid
on a sale that is a fleet transaction.80

Penalties

In addition to other penalties provided by law, a dealer who
fails to file or timely file a statement must forfeit a penalty of
$500 for each month or part of a month in which a statement
is not filed or timely filed after it is due.81 A tax lien attaches
to the dealer’s business personal property to secure payment

79

77
78

Tex. Tax Code §23.1242(h).
Tex. Tax Code §23.1242(i).
Tex. Tax Code §23.1242(j).
Tex. Tax Code §23.1242(j).

Special District

Current Year Escrow
$15,450

• Collector pays the inventory tax bill from the escrow account to the taxing units.75

76

School District

$15,450.00 Escrow
- 12,199.98 Tax Due
Excess 3,250.02

s
Pay

• Owner pays all other tax bills to the taxing units; and

75

City

80
81

Tex. Tax Code §23.1242(d). See also Tex. Att’y Gen. Op. JC-0286 (2000)
which provides that a heavy equipment dealer who mistakenly prepays
inventory taxes is not entitled to a refund unless entitled under Tax Code
Section 31.11 or can show the payment was the result of fraud, mutual
mistake of fact or under duress.
Tex. Tax Code §23.1242(d).
Tex. Tax Code §23.1242(m).
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of the penalty.82 In addition to other penalties provided by
law, an owner who fails to remit unit property tax due must
pay a penalty of 5 percent of the amount due.83 If the amount
due is not paid within 10 days after the due date, the owner
must pay an additional 5 percent of the amount due.84 Unit
property taxes paid on or before Jan. 31 of the year following
the date on which they are due are not delinquent.85
If there is a disaster that made it effectively impossible for a
dealer to comply with filing requirements or an event beyond
the control of the dealer that destroys property or records and
the monthly statement is not timely filed, then the dealer may
file a written application for the collector to waive the penalty
within 30 days after the date the statement must be filed.86
The dealer must otherwise be in compliance Tax Code Chapter 23 for the collector to waive the penalty.87

82
83
84
85
86
87

Tex. Tax Code §23.1242(m).
Tex. Tax Code §23.1242(n).
Tex. Tax Code §23.1242(n).
Tex. Tax Code §23.1242(n).
Tex. Tax Code §23.129.
Tex. Tax Code §23.129.
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Step 7: Refund Process on Fleet Transactions

A dealer may apply to the chief appraiser for a refund of
the unit property tax paid on a fleet transaction sale.88 The
chief appraiser must determine whether to approve or deny,
wholly or partly, the requested refund.89A written notice of
the chief appraiser’s determination must be delivered to both
to the collector maintaining the escrow account and to the
applicant.90 The notice must state the amount, if any, to be
refunded.91
If a collector receives a notice stating a refund amount, the
collector must pay the amount to the dealer not later than the
45th day after the collector receives the notice.92 The dealer
must use the dealer’s best efforts to pay the refund to the customer who paid the tax for which the refund was requested
not later than the 30th after the date the dealer receives the
refund.93

88
89
90
91
92
93

Tex. Tax Code §23.1243(b).
Tex. Tax Code §23.1243(c).
Tex. Tax Code §23.1243(c).
Tex. Tax Code §23.1243(c).
Tex. Tax Code §23.1243(d).
Tex. Tax Code §23.1243(d).

Declaration Form 50-265

P r o p e r t y Ta x

Dealer’s Heavy Equipment Inventory Declaration

Form 50-265

CONFIDENTIAL
Year: __________

Page

_________

of Pages

_________

_____________________________________________________________________

___________________________

Send Original To: Appraisal District Name and Address

Phone (area code and number)

_____________________________________________________________________

___________________________

Send Copy To: County Tax Office Name and Address

Phone (area code and number)

GENERAL INSTRUCTIONS: This declaration is for a dealer of heavy equipment to declare heavy equipment inventory pursuant to Tax Code §23.1241. File
a declaration for each business location.
WHERE TO FILE: Each declaration must be filed with the county appraisal district’s chief appraiser and a copy of each declaration must be filed with the
collector.
DECLARATION DEADLINES: Except as provided by Tax Code §23.1242(k), a declaration must be filed not later than February 1 of each year or, in the
case of a dealer who was not in business on January 1, not later than 30 days after commencement of the business.
PENALTIES: In addition to other penalties provided by law, a dealer who fails to file or timely file a required declaration must forfeit a penalty of $1,000 for
each month or part of a month in which a declaration is not filed or timely filed after it is due. A tax lien attaches to the dealer’s business personal property
to secure payment of the penalty.
OTHER IMPORTANT INFORMATION
The chief appraiser may examine the books and records of a dealer, including documentation regarding the applicability of Tax Code §23.1241 and Tax
Code §23.1242 and sales records to substantiate information set forth in filed declarations.

SECTION 1: PROVIDE INFORMATION REGARDING THE OWNER AND THE DEALER, INCLUDING THE NAME OF THE DEALER
AND THE OWNER, THE MAILING ADDRESS, AND PHONE NUMBER.

___________________________________________________________________________________________________
Name of Dealer for Which Inventory is Being Declared

_____________________________________________________________________

___________________________

Owner’s Name

Phone (area code and number)

___________________________________________________________________________________________________
Current Mailing Address (number and street)

___________________________________________________________________________________________________
City, State, ZIP Code

SECTION 2: PROVIDE THE NAME AND PHYSICAL BUSINESS ADDRESS OF THE BUSINESS LOCATION OF THE INVENTORY
THAT YOU ARE DECLARING IN THIS FORM.

___________________________________________________________________________________________________
Name of Business

___________________________________________________________________________________________________
Address of Location (number, street, city, state, ZIP code)

SECTION 3: ALL BUSINESS LOCATIONS
You must attach a list with the name and business address of each location at which you conduct business.

SECTION 4: GIVE APPRAISAL DISTRICT ACCOUNT NUMBER IF AVAILABLE, OR ATTACH TAX BILL OR COPY OF APPRAISAL
OR TAX OFFICE CORRESPONDENCE CONCERNING THIS ACCOUNT.

________________________________________________________

________________________________________

Account Number

Starting Date of Business, if Not in Business on January 1st of This Year

The Property Tax Assistance Division at the Texas Comptroller of Public Accounts provides property tax
information and resources for taxpayers, local taxing entities, appraisal districts and appraisal review boards.

For more information, visit our website:

www.window.state.tx.us/taxinfo/proptax
50-265 • 02-12/5
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Declaration Form 50-265 (continued)

P r o p e r t y Ta x
Form 50-265

D e a l e r ’s H e a v y E q u i p m e n t I n v e n t o r y D e c l a r a t i o n

SECTION 5: BREAKDOWN OF UNITS SOLD, LEASED, OR RENTED AND TRANSACTION AMOUNT
Complete the boxes on the number of units sold, leased or rented and the transaction amounts for the preceding year. See last page for definitions.
Part I. Number of Units of Heavy Equipment: Breakdown of sales, rentals, and leases for the previous 12-month period corresponding to the prior tax
year. Provide the number of units for the business location for which you are declaring inventory (identified in SECTION 2). If you were not in business for
the entire 12-month period, report the sales, leases, and rentals for the months you were in business.

_______________________

_______________________

Net Heavy Equipment Inventory

_______________________

________________________

Dealer Sales

Subsequent Sales

Fleet Transactions

Part II. Transaction Amount: Breakdown of sales, leases, and rentals amounts for the previous 12-month period corresponding to the prior tax year.
Provide the transaction amounts for the business location for which you are declaring inventory (identified in SECTION 2). If you were not in business for the
entire 12-month period, report the sales, leases, and rentals for the months you were in business.

$ ______________________

$ ______________________

Net Heavy Equipment Inventory

$ ______________________

Fleet Transactions

$ _______________________

Dealer Sales

Subsequent Sales

SECTION 6: MARKET VALUE OF YOUR HEAVY EQUIPMENT INVENTORY
State the market value of your net heavy equipment inventory for the current tax year, as computed under Tax Code §23.1241. Market value on January 1 is
total annual sales (less fleet transactions, dealer sales, and subsequent sales) for the previous 12-month period corresponding to the prior tax year divided
by 12. If you were not in business for the entire 12-month period, report the number of months you were in business and the total number of sales for those
months; the chief appraiser will estimate your inventory’s market value.
Total annual sales includes the sales price for each sale of heavy equipment inventory in a 12-month period PLUS lease and rental payment(s) received for
each lease or rental in that 12-month period. This will be the same amount as the net heavy equipment inventory transaction amount (see Section 5, the
first box in Part II) and divide by 12 to yield your market value for this tax year. If you were not in business for the entire preceding year, the chief appraiser
will estimate your inventory’s market value.

$

____________________________ ÷ 12 = ____________________________
Net Heavy Equipment Inventory Sales, Leases,
and Rentals for Prior Year

Market Value for Current Tax Year

SECTION 7: SIGN THE FORM
By signing this declaration, you certify that the dealer identified in Section 1 is the owner of a dealer’s heavy equipment inventory.

_____________________________________________________________________
On Behalf of (name of dealer)

_____________________________________________________________________
Authorized Signature

___________________________
Date

_____________________________________________________________________

___________________________

Printed Name

Title

If you make a false statement on this form, you could be found guilty of a Class A misdemeanor or a state jail felony under Section 37.10, Penal
Code.

For more information, visit our website:
Page 2 • 50-265 • 02-12/5
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www.window.state.tx.us/taxinfo/proptax

Declaration Form 50-265 (concluded)

D e a l e r ’s H e a v y E q u i p m e n t I n v e n t o r y D e c l a r a t i o n

P r o p e r t y Ta x
Form 50-265

Definitions
Net Heavy Equipment Inventory – Heavy equipment units that have been sold, leased, or rented
less fleet transactions, dealer sales and subsequent sales. Heavy equipment means self-propelled,
self-powered or pull-type equipment, including farm equipment or a diesel engine, which weighs
at least 1,500 pounds and is intended to be used for agricultural, construction, industrial, maritime,
mining or forestry uses. The term does not include a motor vehicle that is required to be titled under
Transportation Code Chapter 501 or registered under Transportation Code Chapter 502.
Fleet Transactions – The sale of five or more items of heavy equipment from your inventory to the
same buyer within one calendar year.
Dealer Sales – Sales to dealers.
Subsequent Sales – A dealer-financed sale and that, at the time of sale, has dealer financing
from your inventory in this same calendar year. The term does not include a rental or lease with an
unexercised purchase option or without a purchase option.

For more information, visit our website:

www.window.state.tx.us/taxinfo/proptax
50-265 • 02-12/5 • Page 3
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Monthly Tax Statement Form 50-266

P r o p e r t y Ta x

Dealer’s Heavy Equipment Inventory Tax Statement

Form 50-266

CONFIDENTIAL
Reporting Month: _________________

Year: __________

Page

_________

of

_________

Pages

_____________________________________________________________________

___________________________

Send Original To: County Tax Office Name and Address

Phone (area code and number)

_____________________________________________________________________

___________________________

Send Copy To: Appraisal District Name and Address

Phone (area code and number)

GENERAL INSTRUCTIONS: This inventory tax statement must filed by a dealer of heavy equipment pursuant to Tax Code §23.1242. This statement is
filed together with an amount equal to the total amount of the unit property tax assigned to all items of heavy equipment sold, leased, or rented in the preceding month. File a separate statement for each business location. You must retain documentation relating to the disposition of each item sold, leased, or
rented.
WHERE TO FILE: Each statement and prepayment of taxes must be filed with the county tax assessor-collector and a copy of each statement must be
filed with the chief appraiser.
STATEMENT DEADLINES: Except as provided by Tax Code §23.1242(g), a statement and prepayment of taxes must be filed on or before the 10th day of
each month.
PENALTIES: In addition to other penalties provided by law, a dealer who fails to file or timely file a statement must forfeit a penalty of $500 for each month
or part of a month in which a statement is not filed or timely filed after it is due. A tax lien attaches to the dealer’s business personal property to secure
payment of the penalty. In addition to other penalties provided by law, an owner who fails to remit unit property tax due must pay a penalty of 5 percent of
the amount due. If the amount due is not paid within 10 days after the due date, the owner must pay an additional 5 percent of the amount due. Unit property taxes paid on or before Jan. 31 of the year following the date on which they are due are not delinquent.
OTHER IMPORTANT INFORMATION
The chief appraiser or collector may examine documents held by a dealer in the same manner and subject to the same conditions as provided by Tax
Code §23.241(g).

SECTION 1: PROVIDE INFORMATION REGARDING THE OWNER AND THE DEALER, INCLUDING THE NAME OF THE OWNER
AND DEALER, THE MAILING ADDRESS, AND PHONE NUMBER.

___________________________________________________________________________________________________
Name of Dealer

_____________________________________________________________________

___________________________

Owner’s Name

Phone (area code and number)

___________________________________________________________________________________________________
Current Mailing Address (number and street)

___________________________________________________________________________________________________
City, State, ZIP Code

SECTION 2: PROVIDE THE BUSINESS’ NAME AND PHYSICAL ADDRESS OF THE BUSINESS LOCATION FOR WHICH YOU ARE
FILING THIS STATEMENT.
Give the appraisal district account number if available or attach tax bill or copy of appraisal or tax office correspondence concerning your account. If your
business opened after Jan. 1 of this year, enter the date the business opened.

___________________________________________________________________________________________________
Name of Business

___________________________________________________________________________________________________
Address (number, street, city, state, ZIP code)

________________________________________________________

________________________________________

Account Number

Date Business Opened, if After Jan. 1

The Property Tax Assistance Division at the Texas Comptroller of Public Accounts provides property tax
information and resources for taxpayers, local taxing entities, appraisal districts and appraisal review boards.

For more information, visit our website:

www.window.state.tx.us/taxinfo/proptax
50-266 • 04-12/8
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Monthly Tax Statement Form 50-266 (continued)

P r o p e r t y Ta x
Form 50-266

D e a l e r ’s H e a v y E q u i p m e n t I n v e n t o r y Ta x S t a t e m e n t

SECTION 3: PROVIDE THE FOLLOWING INFORMATION ABOUT EACH SALE, LEASE OR RENTAL OF HEAVY EQUIPMENT
DURING THE REPORTING MONTH (CONTINUE ON ADDITIONAL SHEETS AS NEEDED). IN LIEU OF FILLING
OUT THE INFORMATION IN THIS SECTION, YOU MAY ATTACH SEPARATE DOCUMENTATION SETTING FORTH
THE INFORMATION REQUIRED. ALL SUCH INFORMATION MUST BE SEPARATELY IDENTIFIED IN A MANNER
THAT CONFORMS TO THE COLUMN HEADERS USED IN THE BELOW TABLE. SEE LAST PAGE FOR ADDITIONAL
INSTRUCTIONS.
Description of Heavy Equipment Sold, Leased or Rented
Date of
Sale, Lease
or Rental

Item Name

Identification/Serial
Number

Name of Purchaser,
Lessee, or Renter

Type of
Sale,
Lease or
Rental1

Sale Price,
Lease or
Rental
Amount2

Unit Property Tax3

(See last page for footnotes.)

Total for this page only
Total unit property tax this
month4
Unit property tax factor5

_____________________________________

For more information, visit our website:

www.window.state.tx.us/taxinfo/proptax

50-266 • 04-12/8 • Page 2
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Monthly Tax Statement Form 50-266 (continued)

D e a l e r ’s H e a v y E q u i p m e n t I n v e n t o r y Ta x S t a t e m e n t

P r o p e r t y Ta x
Form 50-266

SECTION 4: TOTAL SALES, LEASES AND RENTALS
Complete the boxes on the number of units sold, leased or rented and the transaction amounts for the month. See last page for defintions.
Part I: Number of Units of Heavy Equipment: Breakdown of sales, leases, and rentals for this month. Provide the number of units for the business location for which you are filing this statement (identified in SECTION 2).

_______________________
Net Heavy Equipment Inventory
(sales, leases, and rentals)

_______________________

_______________________

________________________

Dealer Sales

Subsequent Sales

Fleet Transactions

Part II: Transaction Amount: Breakdown of sales, leases, and rentals amounts for this month. Provide the transaction amounts for the business location
for which you are filing this statement (identified in SECTION 2).

_______________________
Net Heavy Equipment Inventory
(sales, leases, and rentals)

_______________________

_______________________

________________________

Dealer Sales

Subsequent Sales

Fleet Transactions

SECTION 5: SIGN AND DATE THE STATEMENT ON LAST PAGE ONLY

_____________________________________________________________________
On Behalf of (name of dealer)

______________________________________________________________
Authorized Signature

___________________________
Date

_____________________________________________________________________

___________________________

Printed Name

Title

If you make a false statement on this form, you could be found guilty of a Class A misdemeanor or a state jail felony under Section
37.10, Penal Code.

For more information, visit our Website:

www.window.state.tx.us/taxinfo/proptax
50-266 • 04-12/8 • Page 3
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Monthly Tax Statement Form 50-266 (concluded)

P r o p e r t y Ta x
Form 50-266

D e a l e r ’s H e a v y E q u i p m e n t I n v e n t o r y Ta x S t a t e m e n t

Additional Instructions
Section 3: Information on each item of heavy equipment sold, leased or rented during the reporting month. Complete the information on
each item of heavy equipment sold, leased or rented including the date of sale, lease, or rental; item name; identification/serial number; name of
purchaser, lessee, or renter; type of sale, lease, or rental; sales price, lease or rental amount; and unit property tax. The footnotes include:
1

Type of Sale, Lease, or Rental: Place one of the following codes:

HE - Heavy equipment inventory - sales, leases and rentals of heavy equipment. Heavy equipment means self-propelled, selfpowered or pull-type equipment, including farm equipment or a diesel engine, which weighs at least 1,500 pounds and is intended to
be used for agricultural, construction, industrial, maritime, mining or forestry uses. The term does not include a motor vehicle that is
required to be titled under Chapter 501 or registered under Chapter 502, Transportation Code.
FL - fleet transactions - heavy equipment included in the sale of five or more items of heavy equipment from your inventory to the
same buyer within one calendar year.
DL - dealer sales - sales of heavy equipment to dealers.
SS - subsequent sales - dealer-financed sales of heavy equipment that, at the time of sale, have dealer-financing from your inventory in
this same calendar year. The term does not include a rental or lease with an unexercised purchase option or without a purchase option.
2

Sales Price, and Lease or Rental Amount: Sales price is the total amount of money paid or to be paid to a dealer for the purchase of
an item of heavy equipment; or for a lease or rental, the total amount of the lease or rental payments received for an item.

3

Unit Property Tax: To compute for sales, multiply the sales price by the unit property tax factor. For lease or rental transaction, multiply
the monthly lease or rental payment received by the unit property tax factor. For fleet transactions, dealer sales and subsequent sales that are
not included in the net heavy equipment inventory, the unit property tax is $-0-. If no unit property tax is assigned, state the reason.

4

Total Unit Property Tax for This Month: Enter the total amount of unit property tax from the “Total for this page only” box on previous page(s).
This is the total amount of unit property tax that will be submitted with the statement to the collector.

5

Unit Property Tax Factor: Contact either the county tax assessor-collector or county appraisal district for the current unit property tax factor.
The unit property tax factor is calculated by dividing the aggregate tax rate by 12. If the county aggregate tax rate is expressed in dollars per
$100 of valuation, divide by $100 and then divide by 12. It represents one-twelfth of the preceding year’s aggregate tax rate at the location
where the heavy equipment inventory is located on January 1 of the current year.

Section 4: Definitions.
Net heavy equipment inventory - Heavy equipment that has been sold, leased, or rented less fleet transactions, dealer sales and subsequent
sales. Heavy equipment means self-propelled, self-powered, or pull-type equipment, including farm equipment or a diesel engine, that weighs
at least 1,500 pounds and is intended to be used for agricultural, construction, industrial, maritime, mining, or forestry uses. The term does not
include a motor vehicle that is required by Transportation Code Chapter 501 to be titled or by Transportation Code Chapter 502 to be registered.
Fleet transactions - the sale of five or more items of heavy equipment from your inventory to the same buyer within one calendar year.
Dealer sales - sales of heavy equipment to dealers.
Subsequent sales - dealer-financed sales of heavy equipment that, at the time of sale, has dealer financing from your inventory in this same
calendar year. The term does not include a rental or lease with an unexercised purchase option or without a purchase option.

For more information, visit our website:

www.window.state.tx.us/taxinfo/proptax

50-266 • 04-12/8 • Page 4
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Texas Property Tax

Resources
• Call the applicable local county appraisal district for specific questions regarding the declaration form;

vehicle must be titled or registered under Transportation
Code Chapter 501 and 502, respectively; and

• Call the applicable local county tax office for specific questions regarding the monthly tax statement form;

• Call the Comptroller’s Property Tax Assistance Division
(PTAD) at 1-800-252-9121, press 2 to access the menu and
then press 1 to contact the Information Services team for
general questions on the declaration or monthly tax statement forms. You may also contact PTAD at ptad.cpa@cpa.
state.tx.us.

• Call the Texas Department of Motor Vehicles for specific
questions regarding what motor vehicles are excluded from
the definition of heavy equipment inventory because the
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For more information or for additional copies,
visit our website:

www.window.state.tx.us/taxinfo/proptax
The Texas Comptroller of Public Accounts is an equal opportunity
employer and does not discriminate on the basis of race, color,
religion, sex, national origin, age, or disability in employment or in
the provision of any services, programs or activities.
In compliance with the Americans with Disabilities Act, this
document may be requested in alternative formats by calling
toll free 1-800-252-5555 or by calling in Austin 512-463-4600.
Sign up to receive email updates on the Comptroller topics
of your choice at www.window.state.tx.us/subscribe.
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