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Hemp-Derived Cannabinoid Products 

Tax Notice 
Notice #25-11 June 2025 (Updated November 2025) 

Taxability of Hemp-Derived Cannabinoid Products 
 

Overview 

Effective January 1, 2026, Public Chapter 526 (2025) 
amends the current law governing the taxation and 
regulation of sales of hemp-derived cannabinoid 
products. 

Public Chapter 526 (2025) shifts regulatory 
responsibilities from the Department of Agriculture 
to the Alcoholic Beverage Commission 
(“Commission”). The Department of Revenue 
(“Department”) maintains its regulatory and 
administrative role. 

Public Chapter 526 (2025) also 

• Amends the definition of hemp-derived 
cannabinoid; 

• Establishes a new definition of hemp-derived 
cannabinoid product (HDCP); 

• Repeals the additional sales tax on products 
containing hemp-derived cannabinoids sold 
at retail; 

• Establishes a new tax on HDCPs sold at 
wholesale; and  

• Creates new HDCP brand registration 
requirements.  

This legislation makes several updates to the 
regulation of HDCPs that are not addressed in this 
important notice. For more information, please see 
the Department’s guidance on hemp or the guidance 
from the Commission. 
 
 
 
 

Definition of Hemp-Derived Cannabinoid 

Public Chapter 526 (2025) defines “hemp-derived 
cannabinoid as (i) a cannabinoid other than delta-9 
tetrahydrocannabinol (“THC”), or an isomer derived 
from such cannabinoid, that is derived from hemp in 
a concentration of more than one-tenth of one 
percent (0.1%); (ii) a hemp-derived product 
containing delta-9 THC in a concentration of three-
tenths of one percent (0.3%) or less on a dry weight 
basis; or (iii) a hemp-derived product containing a 
total THC content or a total theoretical THC content 
of not more than three-tenths of one percent (0.3%) 
on a dry weight basis.  

The definition specifically includes, but is not limited 
to, delta-8 THC, delta-10 THC, hexahydrocannabinol,  
and THCv; and specifically excludes, in pertinent part, 
THCa in a concentration greater than three-tenths of 
one percent (0.3%) on a dry weight basis, THCp, 
synthetic cannabinoids, and hemp-derived fiber, 
grain, or stalk, provided those items do not contain a 
hemp-derived cannabinoid in a concentration of 
more than 0.3% on a dry weight basis. 
 
Definition of Hemp-Derived Cannabinoid Product 

Hemp-derived cannabinoid product (“HDCP”) means a 
product that contains or is labeled as containing a 
hemp-derived cannabinoid and that is produced, 
marketed, or otherwise intended to be ingested orally, 
inhaled, or absorbed through the skin, including hemp 
and hemp plant parts, and any product that may 
contain a hemp-derived cannabinoid that is extracted 
from hemp plants or hemp plant parts. 

 

https://www.tn.gov/revenue/taxes/hemp-derived-cannabinoid-products-tax.html
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This includes intermediate products intended for 
subsequent use as a component in a later finished 
HDCP, and harvested hemp and hemp plant parts, 
otherwise known as hemp flower.  
 
Additional 6% Sales Tax Repealed Effective 
January 1, 2026  

Public Chapter 526 (2025) repeals the additional 6% 
sales tax on products containing hemp-derived 
cannabinoids sold at retail.  

However, this additional 6% sales tax remains 
effective until January 1, 2026, and taxpayers should 
continue filing returns and remitting tax until then.  

Beginning January 1, 2026, no taxpayers are subject 
to the 6% sales tax on products containing hemp-
derived cannabinoids sold at retail. The standard 7% 
state sales tax and the applicable local option sales 
tax are not impacted and remain in effect.   
 
HDCPs Subject to New Wholesale Tax Effective 
January 1, 2026 

Public Chapter 526 (2025) establishes a new tax on 
HDCPs sold at wholesale at the following rates:  

• $0.02 per milligram of hemp-derived 
cannabinoid in each HDCP; 

• $50.00 per ounce of weight for HDCPs sold in 
the form of hemp plant parts or hemp flower; 
and 

• $4.40 per gallon of liquid HDCP, or at a 
proportional rate if the liquid HDCP is sold or 
distributed in a container that is not 
measured by gallonage. 

Only taxpayers subject to licensure by the 
Commission, under Title 57, Chapter 7, are subject to 
this tax. Taxpayers with valid licenses issued by the 
Department of Agriculture are not subject to the new 
wholesale tax. However, when the license issued by 
the Department of Agriculture expires, such 
taxpayers must obtain a license from the 
Commission and will be subject to the wholesale tax. 

The wholesale tax must be paid monthly on or before 
the 20th day of each month. The Department will 
create a new tax return that taxpayers will use to file 
this tax. This return will be available on TNTAP and as 
a paper return on the Department’s website. 
 
HDCP Brand Registration 

Each brand of HDCP must be registered with the 
Department, effective January 1, 2026. The annual 
brand registration fee is $300 per HDCP brand. 

“Brand” means each category and type of HDCP, 
distinguishable to a consumer by supplier, name or 
trademark, brand or product line name or 
trademark, delivery system, or another distinction 
between HDCPs provided in the rules of the 
Commission or the Department. 

Suppliers licensed by the Commission, under Title 57, 
Chapter 7 must register an HDCP brand with the 
Department before delivering the brand to a 
wholesaler for distribution in Tennessee.  

The Department will publish the HDCP brand registry 
on its website. Wholesalers and retailers are 
prohibited from placing orders, receiving, accepting, 
or offering for sale any HDCPs that are not registered 
with the Department.  

The Department will create a form for suppliers to 
use to register their brands. This form will be 
available on TNTAP and as a paper form on the 
Department’s website.  
 
For More Information   

Visit www.tn.gov/revenue. Click on Revenue Help to 
submit an information request to one of our agents. 
 
References   

Public Chapter 526 (2025). Tenn. Code Ann. § 67-6-
232. 
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