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Real property and equipment required by federal, state and local environmental law s and regulations, 

know n  as  “Pollution  Control  Property”  in  Texas  environmental  law,  is  eligible  for  exemption  from  local 

property  taxation.  This  exemption  is  intended  to  encourage  compliance  w ith  environmental  law s  and 

regulations by low ering its cost, so long as the Property does not also contribute to the production of a 

product or delivery of a service for profit.  

 
The Texas Property Code authorizes assessment of property taxes by local governments, including 

cities and counties, and certain other entities, for example, school and hospital districts. Those taxes are 

based on an annual “rendering” (valuation) by real property ow ners to their taxing districts. The rendering 

identifies each piece of real property and equipment and places a proposed value on each. Pollution Control 

Property may be a subset of all rendered real property and equipment.  

 
The Texas Commission on Environmental Quality (TCEQ) administers the Pollution Control Property 

exemption program, 30 TAC 17. An applicant initiates the TCEQ process by filing one of three forms of a 

detailed  application  w ith  an application  fee. The  applicant  then  w orks  w ith  TCEQ  staff  to  support  each 

application. The ultimate relief available to the applicant is exclusion of eligible Pollution Control Property 

from  the  local  property  tax  rendering  process,  and  avoidance  of  local  property  tax  on  it.  TCEQ  may 

determine that Pollution Control Property is eligible in full, in part by percentage, or not at all.  

 

  The heart of the TCEQ application requires the applicant to, among other things, identify and tie an 

environmental law (s), regulation(s), permit(s) and/or other environmental directive to the applicant’s Pollution 

Control  Property.  This  requires  fluency  w ith  both  environmental  legal  requirements  and  the  applicant’s 

operations and equipment.  A separate application is required for each piece of Pollution Control Property.   

 

The application also requires the classification of the Pollution Control Property into one of three tiers. 

These tiers are intended  to correlate to the public  policy  incentive  and disincentive  described  above that 

underpin  the  program.    Tier  I  Pollution  Control  Property  is  found  on  a  look-up  table  in  the  TCEQ’s 

regulations, 30 TAC 17.14. For example, w astew ater pre-treatment equipment, air pollution scrubbers and 

similarly-purposed equipment, are on the 14-page Tier I list. It is subject to a $150 application fee.  

 
There  is  no  lookup  list  for  Tier  II  Pollution  Control  Property.  Tier  II  Property  serves  an 

environmentally-analogous  purpose  to  the  Property  found  on  the  Tier  I  list.  It  is  subject  to  a  $1,000 

application fee. Tier I eligibility is objective, w hereas the TCEQ’s subjective interpretation is inherent in Tier 

II eligibility, and so eligibility is less certain. 

 
  Tier III Property is necessary to meet an applicable environmental requirement and concurrently 

contributes to the production of a product or delivery of a service for profit. Positive Tier III eligibility 

determinations are fractional: some percentage of the full rendered value of the Pollution Control Property is 

deemed  to  have  satisfied  program  requirements.  The  percentage  is  based  in  part  on  a TCEQ  regulatory 

formula. The Tier III application fee is $2,500. 

 

  Though  there  is  no  public  notice  of  applications  received  or  positive  eligibility  determinations, 

impacted  local  taxing  districts  do  receive  notice  of  a  positive  Pollution   Control  Property  eligibility 

determination and a right of timely appeal to TCEQ. Whether a timely appeal is made and heard, or no appeal 

is filed, the final TCEQ decision is legally binding and has no expiration date. 

 

  The TCEQ process can involve a commitment of time and financial resources that may be 

disproportionate to the immediate tax savings that might be realized. How ever, since a final positive TCEQ 

determination as to any particular piece of equipment has no expiration date, the return on the investment in 

this process is often a smart long term business decision. 

 

 For more information on this TCEQ program and to learn how you might take full advantage of the 

business     opportunity     it     may     present,     contact     How ard       Gilberg       (telephone: 214-692-0009; 

Gilberg@guidaslavichflores.com) for more information. 

 

 
This is one in a series of occassional pieces discussing environmental issues of current interest to clients and friends of the firm. 

This material is not intended as legal advice.   Readers should not act upon information discussed in this material without 

consulting an attorney. 

 

Guida, Slavich & Flores, P.C. provides legal representation to businesses and individuals in the planning, trategy-setting and 

execution of their business objectives within the complex maze of environmental laws, including regulatory compliance counseling, 

structuring and negotiation of contaminated property transactions and litigation. 
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