TN Recent Franchise & Excise
Department of

Tax Law Changes
Revenue Tax Webinar: March 2024g

Information is current as of the date presented and may not reflect legislative and
other subsequent changes. For the most up-to-date information, please refer to
our published tax manuals and Revenue Help articles. Additionally, you can find

legislative summaries by year/tax type here.



https://www.tn.gov/content/tn/revenue/tax-resources/legal-resources/tax-manuals.html
https://revenue.support.tn.gov/hc/en-us
https://www.tn.gov/content/tn/revenue/tax-resources/legal-resources/legislative-summaries.html

Thanks for joining us!
We will begin at 9:00 am (CST)

> Please check your audio settings. See below for resources in case you
experience audio or other technical difficulties:

« Contact WebEx Support https://help.webex.com/contact/

« Link to Technical Service Resource Guide
https://www.cisco.com/c/en/us/support/web/tac/technical-services-resource-guide.html

« Tryleaving and then re-entering the event

View a recording of today’s presentation!

tn.gov/revenue > Taxpayer Education > Tax Webinars

https://www.tn.gov/revenue/taxpayer-education/tax-webinars.html
The webinar recording will be posted in the “Webinar Video Library” the day after the event.

> Please submit specific account-related questions or any questions that do
not get addressed in this webinar to us directly!

www.tn.gov/Revenue
« Revenue.support@tn.gov

e 615.253.0600 (M-F 8-4:30 CST) _
Revenue
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https://help.webex.com/contact/
https://www.cisco.com/c/en/us/support/web/tac/technical-services-resource-guide.html
https://www.tn.gov/revenue/taxpayer-education/tax-webinars.html
http://www.tn.gov/Revenue
mailto:Revenue.support@tn.gov

Overview

The TN Works Tax Act resulted in appx. $400
million in tax CUts. usiccraper

 LAWS AFFECTING FYE 12/31/23
= CARRYFORWARD EXTENSION
= BONUS DEPRECIATION DEDUCTIQNS
= PAID FAMILY LEAVE\CREDIT
= SINGLE SALES FACTOR APPORTIONMENT

« CHANGES GOING TO EFFECT FOR FYE 12/31/24
» RESOURCES
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Carryforward Extension
NEW LAW

Applies to...

Industrial machinery credits

Brownfield property credits

Standard job tax credits

Job tax credits for hiring persons with disabilities
Community resurgence job tax credits
Community investment tax credits

Qualified production credits




Carryforward Extension, cont’d

- Applies to tax credits earned in tax years ending on or after
December 31, 2008

- Applies automatically

To verify the total carryforward credits and estimated payments available...
 Loginto TNTAP
» Select “Additional Actions” next to your F&E account
* Review the Tax Credits tab

Tax Credits  Additional Actions

Carryover Credits Show History

Credit Type Credit Begin Credit Expiration Amount Approved Amount Claimed Amaount Remaining
Met Operating Loss Carryover 01-Dec-2019 31-Dec-2034 601,840.00 310,354.00 291,486.00
Met Operating Loss Carryover 01-Dec-2022 31-Dec-2037 409,301.00 0.00 409,301.00
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Carryforward Extension - Resources

« Important Notice #23-06

e F&E Tax Manual

> Ch. 16, Job Tax Credits

= Ch. 18, Community Investment Tax
Credits

= Ch. 15, All Other Credits

« Public Chapter 377

Revenue

Franchise and Excise Tax Notice

Tennessee Works Tax Act Extends Tax Credit
Carryforward Periods

Certain Franchise and Excise Tax Credits May Be
Carried Forward for 15 Years

The Terresses Works Tad Ao, Pubbc Onapter 377
[203), svands the oradit carnforsard pariceds for
savaral franchise and andise Lo oradits 10 25 years,
which i an increase from provicus carmyfonsard
parisds of 15 wears. The exended oedi
carrylorsard pariods apply 1o tax credics eanmed in
3% years ending on oF after Decemiber 31, 2008 Tax
credits eamaed before this dace do not gualify for the
25-ywar cridt amyforaarnd pericd. Applicable credis
includa:

= Indisznial machinery cradics

«  Erownifild propeety cradics

= |obmaE oredis

= CErmimHiniTy investment credits

o Cuialfied prodiction oadis

= Faid Family and Madical Leave Cradic

Mew Credit Carryforaard Periods Will Be Applied
Auzomatically

The Departmant will implamant o now Credi
carryforaard periods autceratically. Taxpayers do
not naed w0 contact tha Deparment o apgly tha nevw
oredit cavyoraard  periods.  Taspayers  should
upcate thair records o reflec the now I5-year
carrylorsarnd pariods, where applicalie. This drangs
dioas not et e oredics that have aleady been
umand 00 ofset a franchisa and excke tx Rability.

For Wore Informeation
VIS DN PO T e Click on Reverue Help oo

saarch for afeeers OF to Subenit an infosmmation
neusst 1o one of our agents. Addit onal infonmation
ti also availabie in o Deparoments Fanchise and
Escita Tax Manisl

RefErences
Pub. Ch. 337 (3023).



https://www.tn.gov/content/dam/tn/revenue/documents/notices/fae/23-06fe.pdf
https://www.tn.gov/revenue/tax-resources/legal-resources/tax-manuals/franchise-excise-tax.html
https://publications.tnsosfiles.com/acts/113/pub/pc0377.pdf

Bonus Depreciation Deductions

ASSETS ACQUIRED BETWEEN...

a0 11723 -12/31/23

For assets purchased

Tennessee will now

on or after 1/1/2023, v 1/1/24 - 12/31/24
60%

conform to the federal
bonus depreciation 1/1/25 - 12/31/25

[ ] [ ] ° 40%
provisions in the Tax

Cuts and Jobs Act of 171726 = 12/31/26

1/1/27 and after



https://www.tn.gov/content/dam/tn/revenue/documents/notices/fae/23-07fe.pdf
https://www.tn.gov/content/dam/tn/revenue/documents/notices/fae/23-07fe.pdf

Example

Equipment Purchase: * $100,000 * 80% = $80,000

» 5/1/23-$100,000 - depreciate the remaining
« MACRS recovery period 7 yrs $20 000 over 7 yrs

 first year MACRS
depreciation deduction is
$2,858 ($20,000 x 14.29%)

- $80,000 + $2,858 = $82,858
for FYE23

See F&E MANUAL for more information on examples of
Timing Difference Between State/Federal, Reporting the
Depreciation Adjustment on Schedule J, Common

Depreciation Adjustment Reporting Methods,
Depreciation Schedules Generated by Computer Software
and Audit Procedures




Bonus Depreciation Deductions -

Resources

« Important Notice #23-07

e F&E Tax Manual
= Ch. 11, Excise Tax

« Public Chapter 377

Federal Benus Depreciation

Thi Terresses Works Tas Aoy, Public Chageer 377
[20Z3), aligns Terwassed with the federal bords
daprecation proviEons found in the fedaral Tax Cues
and jofrs Aot of 207 (e “TCA™). Bosreas degsraci ation
s an aocederansd method of depreciation that aliows
bisineseas s immediacey dedict a pereniage of
e cost of aligibke 355805 in 0 SaMiE yoar thosa
assars are placed in sardoe.

Taspayars may ke bonus depraciation deductions
forr assats purchased an o after fanuary 1, 2033, for
TennEsses EaCish Ex pUposas, in o year of the
purchasa if the tapayer takes bonurs depreciaton on
e assen for federal cas purposes. For asces
purchasad on or before Decambar 31, 3022, bores
dRpreciation deducTions continue 1o b disalowsd,
Tau Cuts amd jobs Aot of 20407

The dederal gossrnment ocended Do
doprecatian in 2017 with itz passage of the TCJA

Howavar, tha TCJA phasas oul bonus depraciation
e 3 S-yar pariod. Tha phake ot is as Tolkews:

Tennessee Works Tax Act Adopts Bonus Depreciation

Asmet Acguired
. Bomus Percentage:
1033 - 123172033 Elfe
103 - 123172024 Bl
1MIB035 - 123172035 Atk
1AIB036 - 123172026 e
1M /3027 - anad aftsd 0%

Bacause Tennesses is now coupled with the TOMA
bonus deprecaton provisons, Tennesses follows
tha above schadiula Tor punposes of deermining thi
bonus depreciation percantage appkcable oo assers
purchased cn or aftar January 1, 2003

For Bore Informatisn

ViRt w00 oo Tgveries. Click on Beseruie Halp o
saarch for arceers of 50 Submit an infoemmation

NS T One of Dur genTs. Addit onal informarion
B also available @ ohe Departments Franchise and
Excize Taw Manig|

RefErEnces

Pub. Ch. 377 (2023)


https://www.tn.gov/content/dam/tn/revenue/documents/notices/fae/23-07fe.pdf
https://www.tn.gov/revenue/tax-resources/legal-resources/tax-manuals/franchise-excise-tax.html
https://publications.tnsosfiles.com/acts/113/pub/pc0377.pdf

Paid Family Leave Credit

A temporary tax credit is allowed against a taxpayer’s
combined franchise and excise tax liability based on
the federal paid family and medical leave credit
under Internal Revenue Code 845S.

 Effective for tax years ending on or after December 31,
2023, but before December 31, 2025

« May be used to offset up to 50% of the combined F&E
liability before the credit is taken

e Any unused credit may be carried forward up to 25
years
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Federal Paid Family & Medical Leave
Credit

- Credit = percentage of wages paid to qualifying
employees while on FM leave
- Base credit is 12.5% of wages paid

- To qualify for the 12.5% credit, employer must pay the
employee at least 50% of the employee’s regular wages

« The credit amount increases in 0.25% increments until
reaching a maximum credit of 25% of the wages paid
when the employer pays 100% of the employee’s regular
wages for family and medical leave

« The maximum amount of paid leave, per employee per
year, for which a credit is allowed is 12 weeks

] 11




Example

« Company “ABC” has an employee who takes 3 weeks of
FMLA time, paid 75% of their salary of $1,000/week (or
$25/hr x 40 hr)

- ABC's credit percentage is 18.75% (12.5% + ((75% - 50%) x
0.25))

« The employees paid family and medical leave for the
year equals $2,250 ($25 x 0.75 x 40 x 3)

- Applying ABC’s credit percentage of 18.75%, ABC's F&E
tax credit equals $422.

12
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Paid Family Leave Credit - Resources

« Important Notice #23-10

 F&E Tax Manual
= Ch. 15, Credits & Overpayments

 IRS Employer Credit for
Paid Family and Medical
Leave FAQs Webpage

* Public Chapter 377

—— Revenue

Medical Leave Credit

Tennissee Paid Famdly ard Medical Leave Credic

Effection Tor tax ywears anding on or after Dacambar
31, A0F, bt bafore December 30, 3035 the
Tasniness e Wiorks Tax Act, Pulblic Chaprer 377 (2003,
CFRARES 3 naw [amporary ax oedin that & allowed
AgAnst a taepayer's combingd franchise and escise
2 Eabilicy, The Tennessee onedit is Dased on the
fadaral pakd family and madical leave oredit undar
Intarnial Ravaniss Coda B455

Specifically, the Tenrassoes oradit 5 equal oo tha
fedaral cradit takedn under (RO 3455, but only with
respect 0o compensation paid o gualifying
employeas in Tennewses during the tax pericd. For
purposas of this credit, compensation s paid in
Tannessas i i s paid o o qualifing smgloyss whisa
eyl wioild b SouURCRd 10 This mate pursuant e rha
APPOTIONIMaNT SOUFCING prosisions under Tann.
Cioncl Anin. & 6742012

The cradit may be wsed o offser up o 508 of the
combined franchise and excise tax Rability shown an
O reLinn Beadoina tha cradit is takien, and &y unused
oradit mary be carred forward up o IS yaans.

Federal Paid Family ard Medical Leaee Credin (IR
B455)

Ekgink amployers that gualily for e federal paid
family and madical leawss oradit ReDs 3 Cradit in an

Tennessee Works Tax Act Creates Paid Family and

Franchise and Excise Tax Notice

May 2023

SMOUNE #qiual to the applicable percentags of wages
paid o guakfying emgloyess during any psrisd
whith such amgloysss ara on family and madical
ke, Thi base crsdic & 135% of o wiages paid oo
thia quualifying semploysas for Tamily and medical leawe
To gualify Tor the 12.5% cedis, the employer must
pary the employes ot least 5% of the employes’s
regular wagss. The oedit amount increasss in 025%
InCramenas undl reaching 3 masdmasm crediv of 25%
of ohis viagas paid whan this wmiplogper pays 1006 of
tha emiployoe's ragular wages for Tamily and madical
kave. The masimimm amount of paid ko, par
BT RONRE paT year, Ao which 3 cradit s alkowed (5 12
ARG

Tree: D pasrtemieant Of R dosss not administar ohe
federal paid famdly and modical ledwe e Credi
Pliasi CONCICT yOUE [3s Drapsinad of wisit oh Inpernal
RAesanua Sarace's welik e Tor mong FiGmation o
tha Taderal cradic

For More Informsstisn

WSt S DN SR ey s Click on Ravenie Halp o
saarch fof afewers oF o Subemit an infonmation

PRt T oin of Our agesnis. Adididional infoemration
& also auzilabie in Ohe Deparmments Franchisg Jnd
Excigo Tas Manus]

RefErences

Pulb. Ch. 377 (2023
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https://www.tn.gov/content/dam/tn/revenue/documents/notices/fae/23-10fe.pdf
https://www.tn.gov/revenue/tax-resources/legal-resources/tax-manuals/franchise-excise-tax.html
https://www.irs.gov/newsroom/section-45s-employer-credit-for-paid-family-and-medical-leave-faqs
https://www.irs.gov/newsroom/section-45s-employer-credit-for-paid-family-and-medical-leave-faqs
https://www.irs.gov/newsroom/section-45s-employer-credit-for-paid-family-and-medical-leave-faqs
https://publications.tnsosfiles.com/acts/113/pub/pc0377.pdf

Single Sales Factor Apportionment

The TN Works Tax Act transitions TN from
a three-factor apportionment formula to a
single sales factor (SFF) apportionment
ormula over a three-year period.

Sales Factor m .
X5 Sales Factor

x 11 .
Single
Property, Payroll

/7 Property, Payroll Sales
/13 Factor

14




Single Sales Factor Apportionment,
Exceptions/Options

« MANUFACTURERS

e COMMON CARRIERS & AIR CARRIERS

 FINANCIAL INSTITUTIONS/FI UNITARY GROUPS

« TELECOMMUNICATIONS COMPANIES

 CAPTIVE REITS AND CAPTIVE REIT AFFILIATED GROUPS

« OPTION TO ELECT THREE-FACTOR FORMULA

= Taxpayers have the option to use the previous 3-factor
formula with triple weighted sales if that formula results
in a higher apportionment ratio and the taxpayer has net
earnings rather than a net loss.

15



Single Sales Factor Apportionment-

Resources

 Important Notice #23-11

 F&E Tax Manual
= Ch. 14, Apportionment

* Public Chapter 377

El....

Apportionment

Single Sabes Factar Apportanment

The Termesses Works Tax Aoy, Publc Jhapoer 377
[20Z3F), vransitons Tennesses from & thiess-Tacror
apporionmant femla o 3 singlke sales facnor
apportionmant fonmuala ower a three-year period.
Singla salas facor apportionmant will be mandaccry
foir Raiparyes wWino uss the standard apportionimens
o,

Thiree-¥ ear Phase-in

Singla saless facnor appomienmant will be phaced in
DA 3 thiraa-yaar peniod by gradualy inoraasing tha
waighting of the saks facior in ohe thieedacion
AppOronmant fmala a5 tollows

=  For [ax years ending on or after December
31, 2023, bim bedore Decembear 30, 2034, the
sales facmor of the sandard, thres-damor
apportionmant formuls will b weighted Tive
[5h mimes, and ohe ol of dhe propermy,
payrodl, and sales Tacoors will b divided By
S [T,

= For (3% yoears ending on o after Docambar
31, 3024, bisw bednre Dacambar 30, 2025, tha
saless facnor of tha standard, thiese-damor
apportonmant formula Wil be weigiied
alesmn {11) times, and cthe ol of the
propamy, payroll, and sales fcors will be
dissided by thirmeen (13)

Tennesses Works Tax Act ﬁdﬂpts Single Sales Factor

Franchise and Excise Tax Notice

« PO LIE yarS ending on of afer December
31, 205, the sandard apportionmeant
Tormuda will consist of the sakes facoor only.

Mamufaturers Alresdy Ehecting Single Sales
Farcror Apporeiomment

Marailaciurnars that s aiready & eCting to pEtion
using a single sales factor vl CoNTInUe 0O LS that
Termula during the entre three-year phasa-in pariod.
Trese manufacouners will not be subjc o the
warkble weighting of the sales Tacor during the
three-yaar phasa-in.

Option 1o Elect Three-Factor Formula

Taxpatyss haisd the GEon B0 use oh previous thres-
Taror formals wikh riple woighted saks i dhac
Tormiila results in 3 highr JpRorTonament ratha and
thil TarEysr NS NeT earmings radhad than a red loss.
A rawpaer maght chodas this option in ondar oo fully
utikie taw cradits

For More |nformation

Vi wew. DN @ow e erne  Click on Rawienais Hep oo
saafch for JfEwers OF B0 Subemil an inforTRation
TaCpRaST o one of DU Jgesnis. Additonal informration

6 also availabia in e Depaoments Franchise and
Excise Tax Manual

RefErences
Pub. Ch. 377 (1023]


https://www.tn.gov/content/dam/tn/revenue/documents/notices/fae/23-11fe.pdf
https://www.tn.gov/revenue/tax-resources/legal-resources/tax-manuals/franchise-excise-tax.html
https://publications.tnsosfiles.com/acts/113/pub/pc0377.pdf

Upcoming Changes

- Standard Excise Tax Deduction. For tax years ending on or
after December 31, 2024, taxpayers can deduct the first
$50,000 in net earnings from the excise tax. See Important
Notice #23-04

* Franchise Tax Base Property Measure. For tax years ending
on or after December 31, 2024, there is an exemption of
$500,000 of business property from the franchise tax
minimum measure. See Important Notice #23-05

« Current Legislation: Potential Schedule G Franchise Tax
Refunds. See HB1893

] 17



https://www.tn.gov/content/dam/tn/revenue/documents/notices/fae/23-04fe.pdf
https://www.tn.gov/content/dam/tn/revenue/documents/notices/fae/23-04fe.pdf
https://www.tn.gov/content/dam/tn/revenue/documents/notices/fae/23-05fe.pdf
https://wapp.capitol.tn.gov/apps/BillInfo/default.aspx?BillNumber=HB1893&GA=113

FOLLOW/CONTACT US!

Facebook: Instagram:
@TennesseeDepartmentofRevenue @TNRevenue
Twitter/X: LinkedIn:
@TNDeptofRevenue @TennesseeDepartmentofRevenue

On the Web:
www.tn.gov/revenue

Sign Up for Email Updates:
Revenue News

YouTube:
@TDOR2013
] Call the F&E Tax Help
Email Us: Line:
Revenue.Support@tn.gov 615.253.0700
SUPPORT STAFF AVAILABLE TO ASSIST YOU M-F 8am - 4:30pm
Help # for all other taxes: 615-253-0600
All Dept. of Revenue Contact Numbers and Office Locations 18



https://www.facebook.com/TennesseeDepartmentOfRevenue
https://twitter.com/TNDeptofRevenue
https://www.us3.list-manage.com/subscribe?u=1e3dc7018f669497d9ec7a31f&id=9bdd2a00ae
https://www.youtube.com/user/TDOR2013
mailto:Revenue.Support@tn.gov
https://www.instagram.com/tnrevenue/
https://www.linkedin.com/company/tennessee-department-of-revenue
http://www.tn.gov/revenue
https://www.tn.gov/revenue/about-us/contact-us.html

UPCOMING!

e Next Webinar: 4/30 - Potential Schedule G
Franchise Tax Refunds

* New Business Workshop: 4/3/24

Degartment of

.

: a = Revenue

“Taxpayer Education &
Outreach -

. Degertreat af
.Revenue

aruy
Workshops



https://www.tn.gov/revenue/taxpayer-education.html

PLEASE TAKE A MOMENT
TO COMPLETE A BRIEF
SURVEY UPON EXITING!

Department of
‘Revenue

IMPORTANT: In order to receive CPE credit for attending, you must
answer yes to question 4 of the post-event survey.
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