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October 15, 2021 

 Good afternoon, 

Texas Tax has been a subject of much contention and debate in our space for a long time. Unfortunately, it’s 
the law of the land to conduct business in Texas. TexasARP’s representatives have been fielding tax questions 
for members, non-members, clients and vendors alike. We want to share our knowledge on this subject in this 
open letter, so our Texas agents can help to educate the companies and organizations we do business with.  

In Texas, Repossessions are considered a debt collection service. All debt collection services are taxable. Texas 
defines a debt collection service as ANY activity to collect or adjust a delinquent debt, to collect or adjust a 
claim, or to repossess property subject to a claim.  

The definition of debt collection does not require that you, the service provider, actually collect the claim or 
delinquent debt from the debtor. However, even in the case of a close fee being billed, this would be a taxable 
service.  

Every company performing repossession services in Texas should have an active Sales Tax & Use Certificate, 
and no lender or forwarder should be assigning repossession orders to an agency that does not. Even if 
repossessions are not their primary source of revenue.  

To put it plainly, EVERY charge from a repossessor is taxable to the lender or forwarder, and considered part of 
the debt collection process.  

Taxable Services: 

• Voluntary Repossession 
• Involuntary Repossession 
• Impound Repossession 
• Bail-Out/Fronted Fees – Even if funds are provided by the client and not borrowed from the agency 
• Close Fees 
• Key Fees 
• Flatbed/Dollie/Go-Jack Fees 
• Mileage Fees 
• Fuel Surcharge Fees 
• Skiptrace Fee 
• Stake-Out Fee 
• Oversize Fees 
• Storage Fees 
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Transport Fees and Redemption Fees are the ONLY fees that are not taxed because this is not considered a 
collection service.  

The repossession agencies are ultimately responsible for collecting these taxes and paying them for the 
previous month by the 20th of the current month to the Texas Comptroller. Taxation for services always 
applies unless a client chooses to be responisble for paying these taxes themselves. In this instance, a tax 
certificate must be presented to the repossession agency for their records in order for the agency to not bill 
said client tax.  

The only true “Tax Exempt” clients are credit unions. Credit Unions are not subject to tax but they will carry a 
tax exemption certificate to provide to the agency for their records.  

Vendors that provide goods or services to repossession agencies in Texas, even if the vendor is not located in 
Texas, should be charging the appropriate sales tax on the goods and/or services they provide to the Texas 
agency. This includes everything from maintenance items like tires to data service providers. If the appropriate 
tax is not charged for the goods or services and an agency is audited, the agency can end up being financially 
responsible for all of the back taxes on the goods and/or services provided.  

If you have any questions, please contact TexasARP at info@texasarp.org. 

You can find more information regarding Texas taxes, including links to the Texas Comptroller Office, and state 
laws at our website www.texasarp.org.  

 

Thank you,  

Stephanie Findley 

President 

 

 

 


