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MULTISTATE INCOME/FRANCHISE TAX

Tennessee proposes bill
eliminating minimum

property base measure of

franchise tax
Tax Alert

Overview

On January 22, 2024, Tennessee House Bill 1893 (H.B. 1893) was introduced in
the General Assembly. H.B. 1893 proposes to eliminate the statutory provision
requiring that the franchise tax base must not be less than the actual value of
the real or tangible property owned or used by a taxpayer in the state. The bill
also proposes authorizing the Commissioner of the Tennessee Department of
Revenue to issue refunds to qualifying taxpayers who properly file a claim for
refund on the prescribed forms for taxes previously paid using the real and
tangible property base measure of the franchise tax.

This Tax Alert summarizes some of the provisions in H.B. 1893.

Proposes changes to Tennessee minimum measure of
franchise tax

Taxpayers subject to the franchise tax in Tennessee currently pay tax on the
greater of either the net worth apportioned to the state (the net worth tax
base) or the real or tangible property owned or used in the state (the minimum
tax base), but in no case less than a minimum tax of $100. H.B. 1893 proposes
to amend Tenn. Code Ann. § 67-4-2105(a) and other relevant code sections by
deleting "or real or tangible personal property owned or used, as the case may
be," wherever it appears, and by eliminating Tenn. Code Ann. § 67-4-2108,
which details the minimum tax base measure, entirely. The effect of these
proposed changes would be to remove the real or tangible property minimum
tax base measure of the tax from the law such that taxpayers subject to the
franchise tax would only pay on the net worth tax base, but no less than the
$100 minimum tax.

H.B. 1893 further proposes to authorize the Commissioner of the Tennessee
Department of Revenue to issue refunds to affected taxpayers equal to the
amount of tax actually paid under the minimum tax base measure minus the
amount of tax otherwise due under the law without regard to Tenn. Code Ann.
§ 67-4-2108 (the minimum tax base), subject to following provisions:
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e The refund must be claimed within three years from December 31st of
the year in which the payment was made or within any period covered
by a valid extension,

e The claim for refund must be filed on a form prescribed by the
Commissioner, and must not include a claim for refund on any other
basis,

e Credits claimed against the tax due must be reinstated but not paid as
a refund,

e This section does not prevent the Commissioner from auditing the
refund claim or auditing the amount of franchise tax otherwise due
within the applicable statute of limitations,

o Arefund due under this section must first be used to offset any
outstanding tax liabilities,

e Adenial of a refund claimed under this section is subject to the
remedies provided in Tenn. Code Ann. § 67-1-1802,

e The interest rate established by 26 U.S.C. § 6621(a)(1) for a large
corporate overpayment in the amount of the federal short-term rate
plus five-tenths (0.5) of a percentage point must be added to the
amount refunded under this section beginning 90 days from the date
the Commissioner receives the refund claim, and

e Attorneys' fees must not be added to the amount of refund due.

H.B. 1893 also proposes that all refunds paid pursuant to this bill must be paid
from an appropriately designated fund established by the Department of
Finance and Administration.

This proposed bill, if enacted, will be effective immediately upon becoming law.
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