
only a one-time registration, with no renewals and no 
fees. Similarly, House Bill 2067 amended the tax code 
by removing fees and clarifying that a related finance 
company’s registration remains effective until can-
celed by the registrant or the Comptroller’s office.

Replacing rental vehicles
Finally, this year we learned that more independent 

motor vehicle dealers are exploring opportunities 
in the vehicle rental business, and are interested in 
taking advantage of the fair market value deduction 
available for replacing a vehicle that’s retired from 
rental service.

Remember, when taking a fair market value deduc-
tion, there are two types of vehicles involved: a re-
tired vehicle and a replacement vehicle. You must title 
both the retired vehicle and the replacement in your 
dealership/rental company’s name or in the name of 
a qualified related company. You must purchase the 
replacement vehicle for business or personal use (not 
for resale), and you must offer the retired vehicle for 
sale before claiming the deduction. You can use a 
fair market value deduction once within 18 months 
of offering the retired vehicle for sale. If you use 
the deduction before selling the retired vehicle, the 
deduction amount equals your book value for the 
vehicle. If you sell the retired vehicle before claiming 
the deduction, the fair market value equals the ve-
hicle’s sales price. You cannot use a fair market value 
deduction that reduces tax to below zero.

Tax laws are complex and subject to change, and 
the Comptroller’s office is committed to helping 
Texas taxpayers understand their rights and re-
sponsibilities regarding Texas taxes. You can access 
tax information online 24 hours a day, seven days a 
week at Comptroller.Texas.Gov. Visit Motor Vehicle 
Taxes and Surcharges to learn more about motor 
vehicle taxes and to access forms, publications, tax-
payer databases and more. If you have a motor vehi-
cle tax question, visit Texas Taxes Help, or call a tax 
specialist at 800-252-5555. The Comptroller’s office 
is open Monday through Friday from 8:00 a.m.to 
5:00 p.m. 

2018 is almost here, the winter selling season is in 
high gear and it’s a good time to make sure we’re 
caught up on any important tax issues and that 

we’re aware of any changes to motor vehicle tax law from 
the past year’s legislative sessions.

During the busy 2017 Regular Legislative Session, the 
Legislature passed into law three notable changes concern-
ing motor vehicle taxes. The changes to Texas Tax Code 
included new exemptions from motor vehicle tax for 
churches, religious societies and open-enrollment charter 
schools, and changes to the requirements for registering a 
related finance company. At the 2017 Texas Independent 
Automobile Dealers Annual Conference and Expo, we also 
learned that motor vehicle dealers who have branched out 
into the rental business are taking advantage of the fair-
market value deduction that’s available when replacing a 
vehicle retired from lease or rental service.

Exemptions for churches,  
religious societies and open-
enrollment charter schools

First, let’s take a look at the new exemptions.
For many years, churches and religious societies have 

been able to purchase a motor vehicle tax-free if it seats 
more than six passengers and is used for transporta-
tion to and from services and meetings. House Bill 897 
expanded the exemption to include trailers and updated 
language in the tax code to allow simply that a church 
or religious society be the “primary user” of the motor 
vehicle in order for the sale to qualify for exemption. The 
same bill also allows open-enrollment charter schools 
to purchase a motor vehicle tax free as a public agency. 
To qualify for exemption, the vehicle must be used ex-
clusively in the service of the school. A public agency, 
church or religious society does not need to give you an 
exemption certificate, but their Application for Texas 
Title and/or Registration must note the exemption.

Registering related  
finance companies

In 2016, the Comptroller’s office changed its policy 
for registering related finance companies by requiring 
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