
 
 
June 24, 2025 
 
The Honorable Randy McNally 
Lieutenant Governor 
425 5th Avenue North 
Suite 700, Cordell Hull Building 
Nashville, Tennessee 37243 
 
The Honorable Cameron Sexton 
Speaker of the House of Representatives 
425 5th Avenue North 
Suite 600, Cordell Hull Building 
Nashville, Tennessee 37243 
 
Dear Lieutenant Governor McNally and Speaker Sexton: 
 
The Department of Revenue is providing the attached report to you pursuant to Public Chapter 423 
(2023). Public Chapter 423 requires the department to issue a report to the general assembly on its 
compliance and enforcement efforts related to retail sales of hemp-derived cannabinoid products, 
including the six percent (6%) sales tax on retail sales of hemp-derived cannabinoid products. 
 
We are pleased to be able to provide this information to you.  
 
Sincerely, 
 
 
 
 
David Gerregano 
 
 
Attachment  



 
 
Public Chapter 423 (2023), effective July 1, 2023, creates a six percent (6%) sales tax on the privilege of 
engaging in the business of selling products containing a hemp-derived cannabinoid. This tax is 
administered by the Department of Revenue (the “Department”). In addition, effective July 1, 2024, the 
law requires the Department to conduct inspections at retail locations where hemp-derived 
cannabinoid products are sold. 
 
Education 
The Department educated taxpayers about the tax in the following ways prior to the tax taking effect 
on July 1, 2023: 

 Created a new Hemp-Derived Cannabinoids webpage 
 Issued Sales & Use Tax Notice #23-12: Taxability of Hemp-Derived Cannabinoids 
 Published four tax articles explaining the applicability of state taxes on sales of hemp and 

hemp byproducts, and hemp-derived cannabinoid products 
 Updated the Sales and Use Tax Manual in June 2023 to include guidance on this tax 
 Answered individual questions from taxpayers via our help desk and call center 

 
The Department revised the sales and use tax return to add a new schedule, Schedule H, that retailers 
use to comply with this additional tax. The Department also published instructions on how to use 
Schedule H. When completing this schedule, taxpayers report their gross sales and tax due by hemp-
derived cannabinoid product type.  
 
The Department continues to educate taxpayers regarding this tax now that it has taken effect. In 
February 2024, the Department hosted a live webinar discussing the taxation of hemp-derived 
cannabinoids, which had over 850 attendees. That webinar remains available for taxpayers to view on 
our website on demand and has been viewed by 242 individuals to date. Additionally, the department 
fields routine inquiries from taxpayers about this tax on an ongoing basis.  
 
Enforcement 
On July 1, 2024, the Department began random, unannounced inspections at retail locations to reduce 
the extent to which non-compliant hemp-derived cannabinoid products are sold, pursuant to T.C.A. § 
43-27-205(b)(2).  
 
The Department has conducted 3,426 retail inspections through June 23, 2025. These inspections have 
largely focused on educating taxpayers about the law.  
 
Collections 
Fiscal Year 2024 collections for the 6% tax on hemp-derived cannabinoid products totaled 
$11,302,772.73.  
 
Year-to-date Fiscal Year 2025 collections (July 1, 2024 through April 30, 2025) for the 6% tax on hemp-
derived cannabinoid products total $14,511,767.61.1  

 
1 The version of this report that will be posted on the Department’s website will be updated with a final FY2025 
collection amount after the fiscal year closes.  


