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G.O.C. STAFF RULE ABSTRACT 

AGENCY: 

SUBJECT: 

STATUTORY AUTHORITY: 

EFFECTIVE DATES: 

FISCAL IMPACT: 

STAFF RULE ABSTRACT: 

Tennessee Motor Vehicle Commission 

Motor Vehicle Dealer Facilities 

Tennessee Code Annotated, Section 55-17-107(1) 

September 22, 2016 through June 30, 2017 

None 

The proposed rule allows for mobile or cellular 
phones to be used as the primary business phone 
of a motor vehicle dealer. 
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Regulatory Flexibility Addendum 

Pursuant to T.CA §§ 4-5-401 through 4-5-404, prior to initiating the rule making process as described in T.CA 
§ 4-5-202(a)(3) and T.CA § 4-5-202(a), all agencies shall conduct a review of whether a proposed rule or rule 
affects small businesses. 

Regulatory Flexibility Analysis - Methods of Reducing Impact of Rule on Small Businesses: 

(1) The type or types of small business and an identification and estimate of the number of small businesses 
subject to the proposed rule that would bear the cost of, or directly benefit from the proposed rule. 

It is believed that allowing for the use of cell phones as a primary business phone will directly benefit small 
businesses. There are approximately 3,802 licensed motor vehicle dealers in Tennessee. Using the guidelines set 
by the Governor's Office of Diversity Business Enterprise, a small business is considered one that has total gross 
receipts of no more than ten million dollars ($10,000,000) averaged over a three-year period or employs no more 
than ninety-nine (99) persons on a full-time basis. Given this definition, it is believed that the vast majority of 
motor vehicle dealers in Tennessee would qualify as a small business and, therefore, this rule will impact 
substantially all of those identified above. 

(2) The projected reporting, record keeping and other administrative costs required for compliance with the 
proposed rule, including the type of professional skills necessary for preparation of the report or record. 

This rule is not expected to have any substantial reporting, record keeping or other administrative costs. 

(3) A statement of the probable effect on impacted small businesses and consumers. 

This rule is expected to have a positive impact on small businesses by allowing more flexibility in compliance with 
the standards for having a primary business phone. Allowing use of cellular and mobile phones is expected to 
have a positive impact for consumers by allowing motor vehicle dealers to be easier to reach. Other changes are 
not expected to have a probable impact on consumers. 

(4) A description of any less burdensome, less intrusive or less costly alternative methods of achieving the 
purpose and objectives of the proposed rule that may exis!' and to what extent the alternative means might be 
less burdensome to small business. 

The Commission believes that this change is not burdensome, intrusive or costly and - as such - there do not 
appear to be any alternatives that would reasonably be expected to be less burdensome. 

(5) A comparison of the proposed rule with any federal or state counterparts. 

Some states, such as New Jersey and Louisiana appear to require land lines for some or all motor vehicle dealers. 
Other states, such as New York and North Dakota appear to either allow cell phones or not provide guidance 
regarding the type of phone that is acceptable. There are no known federal counterparts to these rules. 

(6) Analysis of the effect of the possible exemption of small businesses from all or any part of the requirements 
contained in the proposed rule. 

Exemption from these rules would not be expected to be beneficial for small businesses, as existing standards 
are either stricter or less clear. 
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Impact on Local Governments 

Pursuant to T.CA §§ 4-5-220 and 4-5-228 "any rule proposed to be promulgated shall state in a simple 
declarative sentence, without additional comments on the merits of the policy of the rules or regulation, whether 
the rule or regulation may have a projected impact on local governments." (See Public Chapter Number 1070 
(http://state.tn.usJsosJactsJ106JpubJpc107G.pdf) of the 2010 Session of the General Assembly) 

This rule has no projected impact on local governments. 
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Additional Information Required by Joint Government Operations Committee 

All agencies, upon filing a rule, must also submit the following pursuant to T.CA § 4-5-226(i)(1). 

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

Rule 0960-01-.21 [MOTOR VEHICLE DEALER FACILITIES] is amended by allowing for mobile or cellular 
hones to be used as the rima business hone of a motor vehicle dealer. 

(8) A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promulgation of such rule or establishing guidelines relevant thereto; 

I This rule is not mandated by any federal or state law or regulation. 

(C) Identification of persons, organizations, corporations or governmental entities most directly affected by this 
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; 

This rule affects all licensed motor vehicle dealers. This rule was urged by the Tennessee Automotive 
Association. 

(D) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates to 
the rule; 

There are no opinions of the Attorney General and Reporter or any other judicial ruling that directly relates to the 
rule. 

(E) An estimate of the probable increase or decrease in state and local government revenues and expenditures, 
if any, resulting from the promUlgation of this rule, and assumptions and reasoning upon which the estimate 
is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact is more than two 
percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), whichever is less; 

I There is no expected substantial impact on state or local government revenue and expenditures. 

(F) Identification of the appropriate agency representative or representatives, possessing substantial knowledge 
and understanding of the rule; 

Paula Shaw 
500 James Robertson Parkway 
Davy Crockett Tower 5'h Floor 
Nashville, TN 37243 
(615) 741-2711 

Matthew Reddish 
500 James Robertson Parkway 
Davy Crockett Tower 5'h Floor 
Nashville, TN 37243 
(615) 770-0089 

(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 
scheduled meeting of the committees; 

Paula Shaw, Executive Director, Motor Vehicle Commission 
Matthew Reddish, Assistant General Counsel 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

Paula Shaw 
500 James Robertson Parkway 
Davy Crockett Tower 5'h Floor 

Matthew Reddish 
500 James Robertson Parkway 
Davy Crockett Tower 5'h Floor 
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Nashville, TN 37243 
615 770-0089 

(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

I None 
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For Department of State Use Only 

312 Rosa L. Parks Avenue, 8th Floor SnodgrassfTN Tower 
Nashvilie, TN 37243 

Sequence Number: 
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Rule ID(s): 

File Date: 
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Proposed Rule(s) Filing Form 
Proposed rules are submitted pursuant to Tenn. Code Ann. §§ 4-5-202, 4-5-207, and 4-5-229 in lieu of a ruJemaking hearing. It is the Intent of 
the Agency to promulgate these rules without a rulemaklng hearing unless a petition requesting such hearing is filed within ninety (90) days of 
the filing of the proposed rule with the Secretary of State. To be effective, the petition must be filed with the Agency and be signed by ten (10) 
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rules, as amended during the rulemaking process. In addition, this section shall not apply to state agencies that did not, during the preceding 
two (2) fiscal years, collect fees in an amount sufficient to pay the cost of operating the board, commission or entity in accordance with § 4-29-
121{b). 
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Contact Person: 
Address: 

Zip: 
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Email: 

Tennessee Motor Vehicle Commission 
Department of Commerce and Insurance 
Matthew Reddish 
500 James Robertson Parkway, Nashville, TN 
37243 
615-741-3072 
Matthew.E.Reddish@tn.gov 

Revision Type (check all that apply): 
x Amendment 
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Repeal 
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Chapter 0960-01 
General Rules 
Amendments 

Rule 0960-01-.21 [MOTOR VEHICLE DEALER FACILITIES] is amended by deleting the phrase "Mobile and/or 
cellular telephones are not acceptable as the primary business telephone." in paragraph (3) of the rule so that, as 
amended, paragraph (3) shall read: 

(3) The facility shall have a primary telephone number listed in the local directory under the name of the 
dealership. MBOOe-and/or cellular telephones-affi-ool-aBoopIablo as the primary business-le1e~ The primary 
phone number of the dealership shall be posted either on the door to the dealership, in a window of the dealership 
or on the dealership's sign. 

Authority: T.CA §§ 55-17-107 and 55-17-114. 
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* If a roll-call vote was necessary, the vote by the Agency on these rules was as follows: 

Board Member Aye No Abstain Absent Signature 
(if required) 
Eddie Roberts X 
Stan Norton X 
George Bass X 
Nathaniel Jackson X 
Don Parr X 
Billy Keck X 
Lynn Webb X 
B. Joe Clayton X 
Ronald Fox X 
Stan McNabb X 
Reed Trickett X 
Jim Galvin Jf. X 
Jo1m S. Murrey X 
Donnie Hatcher X 
Farrar Schaeffer X 
Vaughan 

I certify that this is an accurate and complete copy of proposed rules, lawfully promulgated and adopted by the 
Commission on 07/13/2015, and is in compliance with the provisions of T.CA § 4-5-222. The Secretary of State 
is hereby instructed that, in the absence of a petition for proposed rules being filed under the conditions set out 
herein and in the locations described, he is to treat the proposed rules as being placed on file in his office as rules 
at the expiration of ninety (90) days of the filing of the proposed rule with the Secretary of State. 

Date: _S-_~_I1_' _I "'-:--:--__________ _ 

Signature: --<1lMAK-"='-"---I'fW1""'--'--____________ _ 
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Rules of the Tennessee Motor Vehicle Commission 
Chapter 0960-01 General Rules 
Rule 0960-01-.21 (3) Motor Vehicle Dealer Facilities 

All proposed rules provided for herein have been examined by the Attorney General and Reporter of the State of 
Tennessee and are approved as to legality pursuant to the provisions of the Administrative Procedures Act, 
Tennessee Code Annotated, Title 4, Chapter 5. 

Department of State Use Only 

~JkbvJ-.fJ. did Iii 
Herbert H. WaTery III 

Attorney General and Reporter 

'" If{. b. () II. 
• } Date 

Filed with the Department of State on: -----'CO"'-lIJ£)"C'll-j-l\!L'.("L-..-----

Effective on: ---'i-'1l-""t1"'i~J.>ll.L' {l-' ---

~ Tre Hargett 
Secretary of State 
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G.O.C. STAFF RULE ABSTRACT 

AGENCY: 

DIVISION: 

SUBJECT: 

STATUTORY AUTHORITY: 

EFFECTIVE DATES: 

FISCAL IMPACT: 

STAFF RULE ABSTRACT: 

Department of Labor and Workforce Development 

Bureau of Workers' Compensation 

Medical Impairment Rating Registry Program 

Tennessee Code Annotated, Sections 50-6-
233, 50-6-246 

September 8, 2016, through June 30, 2017 

According to the Bureau, local governments that opt-in 
to the workers' compensation laws the fiscal impact of 
the rules will be minimal as these are largely 
procedural rules. The state government is subject to 
some provisions of the workers' compensation laws, 
but not all, and will not be impacted by these rule 
amendments. 

The rulemaking hearing rule makes various changes 
to the rules concerning the medical impairment rating 
registry program (the "program"). Many of the 
changes in this rule are minor grammatical and 
stylistic changes. Among the more Significant 
substantive changes are the following: 

1. Under current rules, a dispute of the degree of 
medical impairment that may be resolved by 
accessing the program exists when there are 
conflicting impairment ratings or there is no 
impairment rating but permanent restrictions have 
been issues. This rule adds that such a dispute exists 
when the employer and employee agree that the 
treating physician's impairment rating is incorrect and 
both parties want to access the program; 

2. This rule specifies that a evaluating physician 
(essentially a second opinion physician to whom the 
employee is referred solely to determine the 
employee's impairment rating) may not apportion 
permanent impairment unless directed to do so by 
written agreement of all parties, as submitted to the 
program coordinator; 
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3. This rule requires that evaluating physicians 
conduct program evaluations within 30 days of a 
referral, except when good cause is shown for a 
delay; 

4. This rule specifies that a party who disagrees with 
the program coordinator's decision to accept or deny a 
request for a list of physicians for the purpose of 
performing an evaluation may petition for benefits 
determination with the court of workers' compensation 
claims; 

5. This rule specifies that each party must obtain the 
medical records that it sends to the evaluating 
physician at the party's own expense; 

6. This rule revises the amount of the fee that must 
be paid to a program physician for performing an 
evaluation. 

Under the current rules, the evaluation fees are: 

(i) Completed reports received and accepted by the 
program coordinator within 30 calendar days of 
completing the examination ... $1,000; 

(ii) Completed reports received and accepted by the 
program coordinator between 31 and 45 calendar 
days of the completing the examination ... $850; 

(iii) Completed reports received and accepted by the 
program coordinator between 46 and 60 calendar 
days of the completing the examination ... $500; and 

(iv) Completed reports received and accepted by the 
program coordinator later than 60 calendar days of 
completing the examination ... No fee paid. 

Under this rule, the evaluation fees will be: 

(a) Completed reports that do not require a 
psychiatric evaluation: 

(i) Completed reports received and accepted by the 
program coordinator within 30 calendar days of 
completing the examination ... $1,500; 

(ii) Completed reports received and accepted by the 
program coordinator between 31 and 45 calendar 
days of the completing the examination ... $1250; 
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(iii) Completed reports received and accepted by the 
program coordinator between 46 and 60 calendar 
days of the completing the examination ... $750; and 

(iv) Completed reports received and accepted by the 
program coordinator later than 60 calendar days of 
completing the examination ... No fee paid. 

(b) Completed reports that do require a psychiatric 
evaluation: 

(i) Completed reports requiring a psychiatric 
evaluation and received and accepted by the program 
coordinator within 30 calendar days of completing the 
examination ... $2,000; 

(ii) Completed reports requiring a psychiatric 
evaluation and received and accepted by the program 
coordinator between 31 and 45 calendar days of 
completing the examination ... $1500; 

(iii) Completed reports requiring a psychiatric 
evaluation received and accepted by the program 
coordinator between 46 and 60 calendar days of the 
completing the examination ... $1,000; and 

(iv) Completed reports requiring a psychiatric 
evaluation received and accepted by the program 
coordinator later than 60 calendar days of completing 
the examination ... No fee paid. 

In cases requiring non-routine evaluations, this rule 
increases the amount by which a·n evaluation fee may 
be increased from up to an additional $250 to up to an 
additional $500; 

7. This rule provides for the program coordinator's 
preapproval of certain lung functioning tests before 
such tests are ordered by the evaluation physician; 

8. The current rules provide that an employee's 
workers' compensation may be suspended if the 
employee fails to appear at two or more evaluations 
without good cause. 

This rule instead authorizes an employer to seek 
reimbursement of cancellation fees that the employer 
incurs as a result of an employee untimely cancelling 
or failing to appear at an evaluation without good 
cause. This rule also specifies that the program 
coordinator may authorize an evaluating physician to 

224224



prepare a medical impairment rating report without 
conducting a physical examination if the employee 
untimely cancels or fails to appear at two or more 
evaluations without good cause; 

9. This rule requires that an evaluating physician 
complete a medical impairment rating report even if 
the evaluating physician does not determine the 
employee to be a maximum medical improvement at 
the time of the evaluation; 

10. In cases where an evaluating physician violates a 
program requirement, the current rules authorize the 
Bureau's administrator to remove a physician from the 
program's list of approved evaluating physicians. 

This rule adds authorization for the administrator to 
place an evaluating physician on inactive status 
pending additional training or other administrative 
requirements; 

11. The current rules authorize assessment of a $250 
penalty against an employer who does not pay an 
evaluation cancellation fee in the amount of $300. An 
additional $500 penalty is authorized at the end of any 
30-day period when any portion of the cancellation fee 
or a penalty is unpaid. 

This rule clarifies that the $250 penalty will be 
triggered when the cancellation fee is not paid within 
15 days of the program coordinator's written request 
for the fee; 

12. Under the current rules, failure by an evaluating 
physician to timely refund any unearned evaluation 
fee authorizes the employer or insurer to recover in 
addition to the unearned fee a $100 late fee from that 
physician. If the unearned fee and/or late fee remains 
unpaid 15 days following the date of the evaluation, an 
additional $250 penalty against the physician is 
authorized. If any portion of the unearned fee or 
penalty remains unpaid after an additional 30-day 
period, an additional $500 penalty is authorized, and 
again for each additional 30-day period, or portion 
thereof, that it remains unpaid until all fees and/or 
penalties are fully paid. 

Under this rule, failure by an evaluating physician to 
refund any unearned evaluation fee within 15 days of 
the program's coordinator's written request for a 
refund will authorize a $250 penalty against the 
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physician. If any portion of the unearned fee or 
penalty remains unpaid after an additional 30-day 
period, an additional $500 penalty is authorized, and 
again for each additional 30-day period, or portion 
thereof, that it remains unpaid until all fees and/or 
penalties are fully paid; 

13. This rule increases the penalty for unauthorized 
communication with an evaluating physician from up 
to $500 to $50 to $5,000 per violation; and 

14. This rule increases the general penalty for 
violations of the rules when a higher penalty is not 
specified from up to $100 to $50 to $5,000 per 
violation. 
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Public Hearing Comments 

One copy of a document containing responses to comments made at the public hearing must accompany the 
. filing pursuant to T.CA § 4-5,222. Agencies shall include only their responses to pUblic hearing comments, 
which can be summarized. No letters of inquiry from parties questioning the rule will be accepted. When no , 
comments are received at the public hearing, the agency need only draft a memorandum stating such and include 
it with the Rulemaking Hearing Rule filing. Minutes of the meeting will not be accepted. Transcripts are not 
acceptable. 

Public Comments and Responses 

Comment: Regarding Rule 0800-02-20-.07, an increase in fees by 50% is excessive and will decrease the use 
of the MIRR. 
Response: The Bureau disagrees with this comment. The fees have not been increased since 2005 and the 
proposed fees are in line with fees charged for records reviews and Independent Medical Evaluations used in 
other circumstances in Tennessee and in other states. The request for extra reimbursement presently comes 
from the evaluating physician. The aim is to attract the best practitioners who go through extra training to do 
this work . .As in other fields, quality costs more. 

Comment: Most reports are straightforward and do not warrant the increase in fees. 
Response: The Bureau disagrees with the comment. Although seemingly straightforward, the report 
requirements are exacting and are peer reviewed. The Bureau does not judge the complexity of the calculations 
ahead of time. 

Comment: Give the program coordinator greater discretion by allowing extra payment of up to $800 instead of 
$250 and add more direction to the program coordinator by adding qualifiers: 1) medical records in excess of 
100 pages, 2) diagnoses of two or more chapters in the GUides®, 3) multiple diagnoses, 4) consultations with 
other physicians. 
Response: The Bureau agrees with the comment in part. The program coordinator does not receive the medical 
records and usually does not know of the number of pages being asked for by the parties or the number of 
diagnoses that will eventually be used by the MIRR physician. The fee is prepaid. The request for extra 
reimbursement presently comes from the evaluating physician. The program rules allow for the approval of the 
extra payment for three or more chapters of the Guides®. The qualifier for two or more chapters and for 
consultations with other providers has been added. The additional discretionary fee has been increased to 
$500. 

Comment: Regarding the cancellation fee, if the claimant cancels without reasonable notice given or fails to 
show, without good cause, the claimant should be responsible for the $300 cancellation fee. 
Response: The Bureau agrees with the comment and a revision was made to allow the payor to request an 
order from the court of workers' compensation claims for reimbursement by the employee. 

Comment: The process is unclear when the program coordinator's decision not to accept an MIR application is 
final for administrative purposes. 
Response: The Bureau has added a clarifying statement that the parties may file a petition for benefit 
determination with the Bureau as needed. . 
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Regulatory Flexibility Addendum 
Pursuant to T.CA §§ 4-5-401 through 4-5-404, prior to initiating the rule making process as described in T.CA 
§ 4-5-202(a)(3) and T.CA § 4-5-202(a), all agencies shall conduct a review of whether a proposed rule or rule 
affects small businesses. 

(If applicable, insert Regulatory Flexibility Addendum here) 

Statement Of Economic Impact To Small Businesses 

1. The type or types of small business and an identification and estimale of the number of small businesses 
subject to the proposed rule that would bear the cost of, or directly benefit from the proposed rule: The 
amended rules will affect small employers under the Tennessee Workers' Compensation Laws, which would 
be employers with at least five employees, or in the construction industry with at least one employee. The 
rules address the medical impairment rating registry program, which may affect those employees with a 
permanent impairment rating. 

2. The projected reporting, recordkeeping and other administrative costs required for compliance with the 
proposed rule, including the type of professional skills necessary for preparation of the report or record: 
Generally. record keeping and administrative duties will be performed by employers' insurance carriers or 
third party administrators. Accordingly, any administrative impact to small businesses should be minimal. 

3. A statement of the probable effect on impacted small businesses and consumers: Any impact on small 
businesses and consumers should be minimal. 

4. A description of any less burdensome, less intrusive or less costly alternative methods of achieving the 
purpose and objectives of the proposed rule that may exist, and to what extent the alternative means might 
beless burdensome to small business: There are no less burdensome methods to achieve the purposes 
and objectives of these rules. 

5. Comparison of the proposed rule with any federal or state counterparts: None. 

6. Analysis of the effect of the possible exemption of small businesses from all or any part of the 
requirements contained in the proposed rule: It would be detrimental to small businesses that fall under the 
Tennessee Workers' Compensation Laws to be exempt from these rules because they are intended to 
ensure the effective administration of claims. It is expected that these rules would promote better outcomes 
in workers' compensation claims which should prove beneficial to the overall health of the Tennessee 
economy. 
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Impact on Local Governments 

Pursuant to T.CA §§ 4-5-220 and 4-5-228 "any rule proposed to be promulgated shall state in a simple 
declarative sentence, without additional comments on the merits of the policy of the rules or regulation, whether 
the rule or regulation may have a projected impact on local governments." (See Public Chapter Number 1070 
(http://state.tn.us/sos/acts/106/pub/pc1070.pdf) of the 2010 Session of the General Assembly} 

Local governments have the option to accept the provisions ofthe workers' compensation laws pursuant to T.CA 
§ 50-6-106(6), but are not required to do so. For those local governments that do accept the provisions of the 
workers' compensation laws, the impact of the rule amendments will be minimal. 
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Additional Information Required by Joint Government Operations Committee 

All agencies, upon filing a rule, must also submit the Jollowing pursuant to T.CA § 4-5-226(i)(1). 

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

I These rules provide changes to the existing medical impairment rating registry rules 

(B) A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promulgation of such rule or establishing guidelines relevant thereto; 

T.CA § 50-6-204(d) provides for the establishment of a medical impairment rating registry program to be 
rovided to in·ured workers under the workers' com ensation law. 

(C) Identification of persons, organizations, corporations or governmental entities most directly affected by this 
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; . 

Insurance carriers and injured workers will be directly affected by these rules. Comments were received by the 
bureau and were addressed and some su ested chan es were made. 

(D) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates to 
the rule; 

I None 

(E) An estimate of the probable increase or decrease in state and local government revenues and expenditures, 
if any, resulting from the promulgation of this rule, and assumptions and reasoning upon which the estimate 
is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact is more than two 
percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), whichever is less; 

Local governments have the option to accept the provisions of the workers' compensation laws pursuant to 
T.CA § 50-6-106(6), but are not required to do so. Forthose local governments that do accept the provisions 
of the workers' compensation laws, the fiscal impact of the rule amendments will be minimal as these are largely 
procedural rules. The state government is subject to some provisions of the workers' compensation laws, but 
not all, and will not be impacted by these rule amendments. 

(F) Identification of the appropriate agency representative or representatives, possessing substantial knowledge 
and understanding of the rule; 

I Troy Haley, Administrative Attorney and Legislative Liaison, Bureau of Workers' Compensation 

(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 
scheduled meeting of the committees; 

I Troy Haley, Administrative Attorney and Legislative Liaison, Bureau of Workers' Compensation 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

220 French Landing 
Drive Floor 1-B 
Nashville, TN 37243 
(615) 532-0179 
troy.haley(1iltn.Qov 
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(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

I None 
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0800-02-20-.01 DEFINITIONS. 

1 
----I 

! 

(1) "Act" means the Tennessee Workers' Compensation Act, Tenn. Code Ann. § 50-6-101 et 
seq., as amended. 

(2) "Administrator" means the chief administrative officer of the Bureau of Workers' 
Compensation lliv-isioo----Gf----tAB-----+eJmesse&~---ef----haOOf---afl4-Wo rl<forco 
Development with full authority over the MIR Registry Program, or the 
Administrator's designee. 

(3) "Business day(s)" means any day upon which theDivisioA Bureau is open for business. 

(4) "Bureau"_means the Bureau of Workers' Compensation. 

(5) "Conflict of Interest" means a conflict between the professionE!l..QLQersonal interests and needs 
of a health care provider and his or her professional responsibilities toward §J2atieoLQL 
consumer. 

(4) _"Gommissi0f\Br"meaflS-toowffiffiis&iOflBf-Gf-theTernl0ssee De-paftffiOflt-0l-baOOf.-aoo
WoFi<fofGe--D€welopffieRt-or-\HB-GomffiissioneFs~ 

(6) (€i-) "Department" means the Tennessee Department of Labor and Workforce Development. 

(7) (BJ-"Dispute of degree of medical impairment" means one or more of the following: Gi
twG--tRi!1§S: eililef 

t~l_at le;3st two (2) -different physicians have issued differing permanent medical 
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impairment ratings in compliance with the Act and the parties disagree as to those 
permanent impairment ratings; Gr, 

[pla dispute fIla)'~&H'*isHf a physician has issued an opinion in compliance with the Act 
that no permanent medical impairment exists, yet that physician has issued permanent 
physical or mental (R§lI£hiatrigjrestrictions to the injured employee;.Ql 

(cl the employer and emPl2Y<?e both wish to access the Medical Impairment Rating Re9l§.\!L 
because they illlLee that the permanEmt medical impairment rating issued by the authorized 
treating phLsician is incorrect. 

E+i-"Givi&km'-meaB&4he-WGfkefs'-GGmpeRsalioo-QWisifm-ef-lAe-+effi1essee-ffepaFtmef}t-ei'haBGf 
aOOWGrl<lorco Dovelopme.rtb 

(8) "Employee" shall have the same meaning as set forth in Tenn. Code Ann. § 50-6-102. 

(9) "Employer" shall have the same meaning as set forth in Tenn. Code Ann. § 50-6-102. 

(10) "Form" means the "Request AppiiGatloo··for a Medical Impairment Rating," required to be 
used to request a MIR Registry physician from the Administrator. The Form is available upon 
request from the Bureau I:lef'artffiMbor online at 
www.tn.qov/wori<foroe/topiclforms.www.-slateciRtlBilailef-wlE!fmaifflo+fn&fltmi. 

(11) "Insurer" or "carrier" means an employer's workers' compensation insurance carrier and 
additionally shall include any entity claiming, operating, or attempting to operate as a self
insured employer, self-insured pool, or self-insured trust pursuant to the requirements of 
Tenn. Code Ann. § 50-6-405 and Chapter 0780-01-54, Self-Insured Pools, of the Rules of the 
Department of Commerce and Insurance, Insurance Division. 
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(Rule 0800-02-20-.01, continued) 

(+21- "Me4iGaI·-!)ireGtor"--lneaRS-{he--!)i¥isisR's·~e<JiGal-~GiGF,-awej~~-Mffiffiislfalef·
JWfWaflt·te-+cGA~-{}Q-g-l2@-tRBpl. 1 999) or-too-MeciiGal-Gi rector's-OOsi§AB&c 

(12) fl-Jf"Medical Impairment Rating Registry" or "MIR Registry" means the registry or listing 
of physicians established by the Administrator pursuant to Tenn. Code Ann. § 50-6-204 
~:mOb1 to perform independent medical impairment ratings when there is a dispute as to the 
degree of medical impairment, as defined in 0800-02-20-.01 (5) above. 

(13) f'l4)"Party" means any person or entity which either could be liable for payment of 
workers' compensation benefits or a person who has a potential right to receive 
workers' compensation benefits. "Party" shall include a legal representative of a party. 

(14) ~i-91"Physician" means a person currently licensed in good standing to practice as a doctor 
of medicine or doctor of osteopathy. 

(15) f1G-)"Program Coordinator" means the Gruel-administrative officer of the MIR Registry 
Program, appointed by the Administrator,-BHhe-PfO§lfafB-Gooffiif\ator's-Qesi§f\ee. 

Authority: T. C.A.§§ 4-5-202, 50-6-102, 50-6-204 POQ{}), 50-6-205, 50-6-233, and Pyeiic Cha?i:e,'S 2&2 & 
2<J9-.~}. Administrative History: Public necessity rule fifed June 15, 2005; effective through 
November 27, 2005. Public necessity rule fifed November 16, 2005; effective through April 30, 2006. 
Original rule fifed January 30, 2006; effective April 15, 2006. Amendment filed November 8, 2011; 
effective April 29, 2012. Amendments fifed March 25, 2013; effective June 23, 2013. Amendment fifed 
December 26, 2013; effective March 26,2014. 

0800-02-20-.02 PURPOSE AND SCOPE. 

(1) Purpose. The purpose of the Medical Impairment Rating Registry Program is to comply with 
and implement Tenn. Code Ann. § 50-6-204(d)(5) and (6) (Repl. 2005) by establishing a 
resource to resolve disputes regarding the degree of permanent medical impairment ratings 
for injuries or occupational diseases to which the Act is applicable. In order to ensure high
quality independent medical impairment evaluations, the Department establishes these Rules 
for parties and physicians. MIR Registry physicians shall provide evaluations in a manner 
consistent with the standard of care in their community and in compliance with these Rules, 
as well as issue opinions based upon the applicable edition of the AMA Guides~ to 
the Evaluation of Permanent Impairment or other appropriate method pursuant to the Act. 

(2) Scope. The MIR Registry is available to any party with a dispute of the degree of medical 
impairment rating as defined herein for injuries or any occupational disease which occurred 
on or after July 1, 2005. The only aspect considered by a MIR Registry physician shall be the 
degree of permanent medical impairment and shaJI not be apportioned unless directed to do 
so by the written ._agreement of all parties, as submitted to the Program Coordinator. If 
lJJultiple pathologies are present in the same disputed body part or organ system, the MIR 
Physician may address causation solely as a means of obtaining the correct degree of 
l2.ermanent medical impairment, as_stipulated by AMA c:;uides™ methodolQ9'L. 

Authority: T. C.A. §§ 4-5-202 and 50-6-204-(200&). Administrative History: Public necessity rule fifed 
June 15, 2005; effective through November 27, 2005. Public necessity rule fifed November 16, 2005; 
effective through April 30, 2006. Original rule fifed January 30, 2006; effective April 15, 2006. 

0800-02-20-.03 SEVERABILITY. 

(1) If any provision of these Rules or the application thereof to any person or circumstance is, for 
any reason, held to be invalid, the remainder of the Rules and the application of the provisions 
to other persons or circumstances shall not be affected in any respect whatsoever. 
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Authority: T.C.A. §§ 4-5-202 and 50-6-204-~. Administrative History: Public necessity rule filed 
June 15, 2005; effective through November 27, 2005. Public necessity rule filed November 16, 2005; 
effective through April 30, 2006_ Original rule filed January 30, 2006; effective April 15, 2006. 

0800-02-20-.04 REQUISITE PHYSICIAN QUALIFICATIONS FOR INCLUSION ON MEDICAL 
IMPAIRMENT RATING REGISTRY. 

(1) A physician seeking appointment to the MI R Registry shall make application and must satisfy 
the following qualifications: 

(a) Possess a license to practice medicine or osteopathy in Tennessee which is current, 
active, and unrestricted; 

(b) Be board-certified in his/her medical specialty by a board recognized by the American 
Board of Medical Specialties, the American Osteopathic Association or another 
organization acceptable to the Administrator; 

(c) Have successfully completed a training course, approved by the Administrator, 
dedicated to the proper application of the applicable edition of the American Medical 
Association Guides to the Evaluation of Permanent ImpairmentTM (hereafter the 
"AMA Guides™'') in impairment evaluations and furnish satisfactory evidence thereof; 
and 

(d) Furnish satisfactory proof of carrying the minimum medical malpractice insurance 
coverage amounts enumerated in T.CA § 29-20-403~:-aOO 

tEf)-ge-IfaiRBEl--oo--lAe&e--plB§fam-rule-s,-Bithor in perSGR-0r-by-{olef'h~lB§fam 
GooFElifla10r. 

Authority: T. C.A. §§ 4-5-202, 50-6-102, 50-6-204-{2.fiQ.I;i}, 50-6-205, 50-6-233~,*}Ei-PubliG-Gh8fJlers-2&2-& 
2{j.9f20-13).Administrative History: Public necessity rule filed June 15, 2005; effective through 
November 27, 2005. Public necessity rule filed November 16, 2005; effective through April 30, 2006. 
Original rule filed January 30, 2006; effective April 15, 2006. Amendments filed March 25, 2013; effective 
June 23,2013. Amendment filed December 26, 2013; effective March 26, 2014. 

0800-02-20-.05 APPLICATION PROCEDURES FOR PHYSICIANS TO JOIN THE REGISTRY. 

(1) Appointment to the MIR Registry shall expire upon a physician's decision to withdraw from the 
Registry or the Division's removal of a physician from the Registry. The Division reserves the 
right to charge physicians a non-refundable application fee upon appointment or 
reinstatement to the MIR Registry. Fer-eac-J1---3j:}p1ication, Aan advisory panel of three (3) 
current MIR Registry physicians shall be randomly selected by the Program Coordinator to 
review the application. The Panel shall include one member from each grand division of the 
state who shall have been on the MIR Registry for at least five (5) years without any 
disciplinary actions imposed by the B urea uflej::>aftrneA-t. Each pa n 0 lis t fABmgef--BHRe 

panol-shall \I0lotBeither recommend or not recommend to the Administrat9l:Jhe applicant 
for inclusion on the MIR Registry. The Administrator, upon tho advico 0~-tl1e ModiGal 
pjfeGt0r,P-tBgram-Goer4iflal0c,--af}El--the--aG\liseFJ'-~ shall have the sole and exclusive 
authority to approve or reject applications for inclusion on the MIR Registry. 

(2) Physicians seeking appointment to the MIR Registry shall complete an "Application for 
Appointment to the MIR Registry," available upon request or on-line at 
http://www.tn.gov/assets/entities/labor/attachments/Ml[L§.Ppl registry.p.<:!L __ . _______ , 
www._sta\e.-tru.;sllaber----w4:I,Lmaffikmn&hlml,--certify to and, upon approval of the application, 
comply with the following conditions: 

(aj----Conduct all MIR evaluations based on the guidelines in the applicable edition of the 
AMA Guides ™ and submit the original "MIR Report" with all attachments to the Program 
Coordinator. In cases not covered by the applicable AMA Guides_T/Ii, any impairment 
rating allowed under the Act shall be appropriate; 
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(b) Agree.to cQIlduct 2lLev;3luations within 30 days 9iLE1@lvjJ19Jeferrals, ~~_E1PJjyben$QQ",L 
caLise is shown"Consideration will be given to a~ian's schedule and other previouslY
arranged or emergency obligatioQ§; Gedifle-feEloost&-lG--GooEluct·an,-evaluatiGFHmIy-0rl--tflB
oasi&-of-gooG-GallSB-BR8WRc--GoRSiGef8tiof1-Wil+-96-1l'i¥efHo-a-·~h-y&iGiafl'&,SGheGIu Ie a Rd otReJc 
flf8Vioosly-arFaAgeG{)r-emergenGy-09H§BHeRSi 

(c) Comply with the MIR Registry's Rules; 

(d) While on the MIR Registry, agree to maintain an active and unrestricted license to 
practice medicine or osteopathy in Tennessee and to immediately notify the 
Administrator of any change in the status of the license, including any restrictions 
placed upon the license; 

(e) While on the MIR Registry, agree to maintain all board certifications listed on the 
application and to immediately notify the Administrator of any change in their status; 

(f) Conduct MIR evaluations in an objective and impartial manner, and shall: 

1, Conduct these evaluations only in' a professional medical office suitable for 
medical or psychiatric evaluations where the primary use of the site is for medical 
service, 

2, Comply with all local, state and federal laws, regulations, and other 
requirements with regard to business operations, including specific requirements 
for the provision of medical services, 

3, Not conduct a physical examination on a claimant of the opposite sex without 
a witness of the same sex as the claimant present 

(g) Not refer any MIR Registry claimant to another specific physician for any treatment or 
testing nor suggest referral or treatment However, if new diagnoses are discovered, the 
physician has a medical obligation to inform the requesting party and the claimant about the 
condition and recommend further medical assessment; 

(h) Not become the treating physician for the claimant regarding the work-related injury; 

(i) Not evaluate an MIR Registry claimant if a conflict of interest exists; 

U) Not substitute, or allow to be substituted, anyone else, including any other physician, 
physician assistant, nurse practitioner, physical therapist or staff member, as the physician to 
conduct the MIR Registry evaluation; 

(k) No later than fifteen (15) calendar days after a request by the Program Coordinator to 
refund to the paying party part or all of any fee paid by that party for a MIR Registry 
evaluation, as may be required by these Rules and the Adminstrator; and 

(a) (lLFor each MIR Registry case assigned, address only the issue of permanent 
impairment rating, 
(-0) 
(G-) (m) While on the MIR Registry, agree to carry at least the minimum malpractice 
insurance policy coverage as provided in T.CA § 29-20-403, 

(3) Bureau employees may be appointed to the MIR Registry in compliance with Rules 0800-02-
20-,04 and 0800-,02-20,05, 

HL,_(J)Physicians denied appointment to the MIR Registry by the Administrator or 
Administrator's designee on their initial application may seek reconsideration of their 
application by submitting a request for reconsideration stating the grounds for such 
reconsideration to the Program Coordinator within fifteen (15) calendar days of the issuance 
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of the Notice of Denial of their application. The Administrator may affirm or reverse the 
initial determination upon reconsideration -of the initial decision. The Administrator shall 
issue a Notice of Final_Determination which shall be the final decision. If the 
Administrator does not act on the request for reconsideration within twenty (20) calendar 
days, then the request shall be deemed to have been denied, which shall be the final 
decision. 
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(Rule 0800-02-20-.05, continued) 

Authority: T. C.A. §§ 4-5-202, 50-6-102, 50-6-204 (249&), 50-6-205, 50-6-233;-&1fi-P-ti9liG-Ghaplf>r&~2c~ 
2cgg--{~}. Administrative History: Public necessity rule filed June 15, 2005; effective through 
November 27, 2005. Public necessity rule filed November 16, 2005; effective through April 30, 2006. 
Original rule filed January 30, 2006; effective April 15, 2006. Amendments filed March 25, 2013; effective 
June 23, 2013. Amendment filed December 26, 2013; effective March 26, 2014. 

0800-02-20-.06 REQUESTS FOR A MIR REGISTRY PHYSICIAN. 

(1) When a dispute of the degree of medical impairment, as defined in Rule 0800-02-20-.06 
exists, any party may request a listing of physicians from the Administrator's MIR Registry by 
completing the "Application for Medical Impairment Rating" (hereinafter "Form"), available 
upon request from the Department or online atwww.state.t~lefms.html. 
http://www.tn . 9 ov/wo rkfo rce/seclio n/i n i u ries-at-wo rk. --The completed 
Form must then be returned to the Program Coordinator via electronic mail, facsimile or 
U.S. Mail. 

(2) The requesting party shall send a copy of the Form to the opposing party. The Program 
Coordinator's decision to accept or deny the Form is final for administrative purposes. If a party 
disagrees with the decision, then the parties may file a Petition for Benefits Determination 
iPBD) with the Court of Workers' Compensation Claims. 

(3) The request for a MIR Reqistry physician shall designate+Fl€-A<:lmiflistF'alGr-Fefl1diros tho r~t· 
foraMIR~'Pff'RYsiGjaH4osigAate: 

(a) All body part(s) or medical condition(s) to be evaluated, including whether mental 
impairment shall be evaluated; 

(b) The names of all physicians that have previously evaluated, treated, or are currently 
evaluating or treating the claimant for the work-related injury at employer and/or 
employee expense; 

(c) The names of all physicians made available to the claimant. If an employer provides 
the claimant with the name of a group of physicians rather than with individual physician 
names, the same information shall be included on the request form. If a panel of 
physicians has been provided to the employee in accordance with T.CA § 50-6-204, 
then a completed Form C-42 must accompany the request form; 

(d) The state file number assigned to the claims. 

(4) Selection of MIR Registry physician through party agreement: 

(a) Within five (5) business days of receipt of the completed Form from the requesting 
party, the Program Coordinator shall issue a listing of all qualified physicians in the 
appropriate geographic area (which shall mean within an approximate one hundred 
(100) mile straight-line radius of the employee's home zip code), from the MIR Registry 
to all parties listed on the Form so the parties may negotiate an agreement on the 
selection of a physician as the MIR Registry physician. If the parties agree, they shall 
notify the Program Coordinator of the agreement so he or she may schedule the 
appointment with the selected physician for the MIR examination. Parties agreeing to 
the selection of the MIR Registry physician under this paragraph must abide by all of 
the Rules set forth here in Chapter 0800-02-20. A written opinion as to the permanent 
impairment rating given by the MIR Registry physician selected pursuant to this Rule 
shall be presumed to be the accurate impairment rating pursu?l1J .. !9... T.C.A._L50-6· 
204 i.<lli.'21 

(b) If the Program Coordinator determines that there are an inadequate number of qualified 
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physicians within a 100 mile straight-line radius of the employee's home zip code, the 
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(Rule 0800-02-20-.06, continUed) 
Program Coordinator may produce a state-wide listing of all registry physicians qualified 
to give the rating. 

(5) If the parties cannot agree upon selection of a MIR Registry physician from the 
Administrator's listing of MIR Registry physicians provided within fifteen (15) calendar days of 
the Program Coordinator issuing the requested listing, it shall be the responsibility of the 
employer to provide a written request to the Program Coordinator to provide a three-physician 
list-9y-s~itj.iH§-&UGh request on the ~0rfR. A written opinion as to the -permanent 
impairment rating given by the MIR Registry physician selected pursuant to this Rule shall be 
presumed to be the accurate impairment rating~pursuant to T.C.A. § 50-6-204(d)(5).o 

(6) The submitting party shall certify that all parties, as well as the Program Coordinator, have 
been sent the completed Form at the same time. The Form will not be processed until all 
required information has been provided. 

(7) The three (3) physician listing. 

(a) Within five (5) business days of receipt of the completed "Application for a Medical 
Impairment Rating," the Division shall produce a list of three qualified physicians drawn 
from the Administrator's MIR Registry, from which one physician shall be designated to 
perform the evaluation. The three-physician listing created will be comprised of 
physicians qualified, based on the information provided by the physician and on their 
accreditation to perform evaluations of the body part(s) and/or medical condition(s) 
designated on the application for an evaluation. Psychiatric or psychological evaluations 
regarding mental and/or behavioral impairment shall be performed by a psychiatrist. 

(b) All physician selections shall be derived from the pool of qualified physicians. 

(8) MIR Registry three (3) physician list selection process. 

(a) Within three (3) business days of the issuance of the three-physician listing, the 
employer shall strike one name and inform the Program Coordinator and all parties of 
the remaining physicians. Within three (3) business days of the date of receipt of that 
name from the employer, the claimant shall strike one of the two remaining names and 
inform the Program Coordinator and other parties of the name of the remaining 
physician, who will perform the evaluation. 

(b) If one party fails to timely strike a name from the listing, the other party shall notify the 
Program Coordinator and at the same time provide to Program Coordinator the name 
that it wishes to strike. In that situation, the AdministratQL_Medical flireG1ef--may 
randomly select one physician from the remaining two, and that physician shall perform 
the evaluation. The Program Coordinator shall inform the parties of the name of the 
selected physician in writing. 

(c) If a selected physician is unable to perform the evaluation, the Administrator 
MeEliGal--Qir-ector-shall provide one replacement name to the original listing using the 
same criteria and process set forth above, and present that revised listing to the 
parties and each shall again strike one name according to the above procedures. 
Additionally, if a physician is removed from the three-physician listing for any reason 
other than having been struck by one of the parties, the Administrator MediB-a1-flireGi:ef 
will issue one replacement physician name. 

(9) Appointment date. 

(a) Within three (3) business days of providing or receiving notice of the MIR physician 
selection, the Program Coordinator shall contact the MIR Registry physician to schedule 
the evaluation and shall immediately notify all parties of the date and time of the 
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(Rule 0800-02-20-.06, continued) 
evaluation. GHly--afler-ll1i&-AGtificaliGfl---sooy14-lhe-Bmp1Gyef-er-fflwr'3flCe--Gaffier--c-offiaGl 
tI1e-MfR--Re9istf1'-"hJ'&iGi_-am>--Gflly-\e--a!ffifl§B--fuf~-aflfI--i'ef-mBGjc-aI-~-GFEl-s 
&OOmi&siefl-ffiEJHjr-eEl--~e-Rblles_ 

(10) Submission of Medical Records. 

(a) All parties shall concurrently provide to the MIR registry physician and all other parties a 
complete copy of all pertinent medical records Q.QlS! in e d ElJ....L~[ 0 w n .i".x.J2.§ n s e. 
pertaining to the subject injury, postmarked or hand-delivered at least ten (10) 
calendar days prior to the evaluation. If necessary, the claimant shall promptly sign a 
"MIR Waiver and Consent" permitting the release of information relevant to the subject 
injury to the MIR physician. 

(b) In cases involving untimely medical record submission by a party, the Program 
Coordinator may elect to reschedule the evaluation to allow the physician adequate 
time for record review. Otherwise, the physician shall perform the evaluation and shall 
produce an "MIR Report." 

(c) The medical records shall include a dated cover sheet listing the claimant's name, MIR 
Registry physician's name, MIR Registry case number, date and time of the 
appointment, and the state file number. The medical records shall be in chronological 
order, by provider, and tabbed by year. 

(d) Medical bills, adjustor notes, surveillance tapes, denials, vocational rehabilitation 
reports, case manager records,...QQ.nJextlilllletters, commentaries, depositions, or any 
other document deemed by the program Coordinai9.LAEiminisir'3tBr-to compromise 
the impartiality of the review shall not be submitted to the MIR Registry physician. 

(11) Any forms the MIR physician requests to be completed should be completed by the claimant 
only. If the claimant needs assistance in completing these forms for any reason, the claimant 
shall notify the MIR Registry physician prior to the evaluation so that assistance can be 
provided by the MIR Registry physician's staff. The case manager shall not meet with the 
MIR Registry physician. 

(12) The claimant shall notify the Program Coordinator of the necessity for a language interpreter 
concurrently with hislher notification of the chosen physician's name. The Program 
Coordinator shall arrange for such services and the employer shall be responsible for paying 
for such language interpreter. The language interpreter shall be impartial and independent, 
and have no professional or personal affiliation with any party to the claim or to the MIR 
Registry physician. 

(13) When a claimant is required to travel outside a radius of fifteen (15) miles from the claimant's 
residence or workplace, then such claimant shall be reimbursed by the employer for 
reasonable travel expenses as allowed in the Act. 

Authority: T.C.A. §§ 4-5-202,50-6-102, 50-6-204-fdOOBf, 50-6-205, 50-6-233,-an4PIIBiiGG/-}apieFs-2&2& 
2&9-(2Q4-iJ-). Administrative History: Public necessity rule filed June 15, 2005; effective through 
November 27, 2005. Public necessity rule filed November 16, 2005; effective through April 30, 2006. 
Original rule filed January 30, 2006; effective April 15, 2006. Amendments filed March 25, 2013; effective 
June 23,2013. Amendment filed December 26, 2013; effective March 26,2014. 

0800-02-20-.07 PAYMENTS/FEES. 

(1) The following timeframes shall exclude legal holidays. A physician performing evaluations 
under these Rules shall be prepaid by the employer a total evaluation fee for each evaluation 
performed, under a MIR Registry physician estimated timetable as outlined below 
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(Rule 0800-02-20-.07, continued) 
(aj GGffiIlletedfep0fl&FeGeWed-a~of'le4-~am-.comGiFlalefwitflifl-iRjFl]'+W1-~alontiafGaysof-
com!}ioling-trnHl*'mjn8tion •••• · .•• · •• · •. -"7.~·. . . .. · •• · •. ·.·.-.-$'I-;OG0.00 

fie) Gomf}leIeG-mports roGeWed-aoo-asGeplo4 ley 1118 P f9§f8m-GemElffialw-belween-lf\iHy----ene(-&:I-)-anci 
ieFl]' five (4 5) ealemiaHlay&-oI4hB-G~ifl%-lfle-e.xamjFlati~OO 

fe) .Gomplete4-reports rOGoi¥eGaOO-ac-c~-lhe-P-f9§"f-am-.coor4iFlalef--ll8lweefl-forly six (46)-aff4s1.xty
(§O)-ealeAGaF-Ga)'s-ei'ffie.~~e-elttlmiHatiorh~~.~~.-$WQ.OO 

(til GGffiIlIele4-r-epmlsreeeWetl-anci-aeeeploG&)'-U1e-Pffi§Fam Coord i F!alor-lalor than sixty 
(-€lQ)-c-aief1Gaf4ay&-of-completing.-th e exam i natioR--.-~ .. ~ .................... -.~ .••••• NG loe paid 

.@L Completed reports that do not require a psychiatric evaluation: 

1. Completed reports received and accepted by the Program Coordinator 
within thirty (30) calendar days of completing the examination: $1.500.00, 

2. Completed reports received and acc'ill2ted by the Program COQ[gjnator. 
between thirty- one (31) and forty-fiv~J45) calendar day? 01 the c.QDJPJeting 
the examination: lli50.00. 

3. Completed reports received and accepted by the ProgIilm Coordinator 
between forty- sj"J4§L§.Pd si)(1YJ§.O) calendar days of the completing the 
examination: $750.00. 

:L~ompleted reports received and accepted by the Program Coordinator 
later than sixty (60) calendar days pi com.pletiQgJtLELeX?mJnation.~ No. lee_ 
Q§.id 

ibL __ f,ompleted reports that do require a psychiatric evaluatioJL 

.L_ Completed reports requirill9.Jl.p'§ychiatric evaluation and received. and 
accept"'<:I.l2.vJlle Program Coordinator within thirty (30) calendar <:I.§y.<LQf_ 
completing the examination $2,009.00. 

2. Completed ['ill2orts requiring a psychiatric evaluati9_n ang received an!t 
acce~<:IJ:>vJbe Program Coordinator between thirty- one (31) and fort'/: 
fiv"-.(45) cajendar days of thro completing the examination: $1500.00. 

l........Q.omple~c:!. reports r<e.llilicil:!9..£~Q@tric ",valuatiiJn received and_ 
accepted by the Prograrn Coordinator between lorty- six {16) aDd siXN. 
(60) calendar daYlUlf the com..PLefulgJD~exarnination: $1,000.00. 

LSompleted r<m9rts requiring a psyclliatric 8\@J.tdatio_n received and aC:QSill.t~Q 
by the Program Coordin§tor later than sixJv...@.91.calendar days of 
cornpletinJlJhe __ examination: Nolee fl8id, 

(2) The evaluation fee includes normal record review, the evaluation, and production of a 
standard "MIR Report." At the progLam_ Coordinato['LAGmiRislr-alof's--B01e discretion, the 
evaluation fee may be increased up to an additional $50Q.OO if thej\l1l.F:L.REill.o.d..§'PflIQflriat\l_s 
<:Ijagnoses from.!\iVJL9L more--,,-I"@pters of to.ELi\J'{llLQuides T"'--.o_rJLthe time required for the 
record review, evaluation, or production of the MIR Report is extraordinary~-'2L.JLJhe 
flroduction-.!)i.\I1e repgrt requires consultation .. .\iVjjD __ Qtb§LPlovk:l.ers. All non-routine test(s) for 
an impairment rating essential under the applicable edition of the AMA GuidesIM to the 
Evaluation of Permanent Impairment shall have been performed prior to the evaluation. 
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Routine tests necessary for a complete evaluation, such as range of motion eF spirometry 
tests, should be performed by the MIR Registry physician as part of the evaluation at no 
additional cost. More involv"sLlung function testing inciu_ding additional sRir~metr:ijLec§use 
the results.in the medical record do not demonstrate that acceQ,tability an<;l repeatability 
criteria have been satisfiQ<L measurement of OLCO. anL\LQ~ Ma&_il_nd pre- and post
brpnc[1odilator §PiLometry or methacholine chall@llEL1Q?\?~n_. cases of asthma, if not 
re.asonably current and available in the medical record should be discussed with the Program 
Coordinator, and if approved can then be ordered by the MIR physician at a testing facility 
re"L~onably near the worker's residence, with the emplQ:Ler/insurQLfinancially responsible for 
the testing. Any additional x-rays that the registry physician deems necessary to render the 
MIR Report must be approved in writing by the Program Coordinator and are subject to the 
Medical Fee Schedule. 

(3) Cancellations. To be considered timely, notice of a party's desire to cancel an evaluation 
appointment shall be given to the Program Coordinator at least three (3) business days prior 
to the date of the evaluation. An evaluation may be canceled or rescheduled only after 
obtaining the consent of the Program CoordinatorAEimmistFatGf. The Program Coordinator 
AffiRfnistfatGf shall decide whether an evaluation may be rescheduled within ten (10) 
calendar days of a request to cancel. If the request is not timely, the MIR Registry physician 
shall be entitled to collect/retain a $300.00 cancellation fee. If the evaluation is rescheduled, 
the MIR Registry physician is entitled to the entire evaluation fee (for the scheduled evaluation) 
in addition to this fee. 

(a) If the employee cancels untimely with good cause or fails to appear for the 
evaluation with good cause, as determined by the Program 
Coo rd ina to r, the Program Coordinator sAalI may reschedule the evaluation~ 
and .Ll1e emplover shall pa~cancellation fee. 

(b) II the employee untimely cancels an appointment with the MIR reg.LsJry 
Qhysician without good cause or lails to apP.\lar without good cause, as determined 
by the Pro,g[l'm Coordinator, the employer sl:@lLJ2ay the cancellation feel§.L9nd 
may seek to recover said lee~on.JllPPer application to the Court of Workers' 
Compensation Claims at any subsequent hearing upon written motion, before th~ 
Court including a settlement approval. 

(c) ILlbELem.2lQYE3e untim.ill:Lcancels without good cause or lails to appear 
without good cause more than once, the ProgrilDl Coordinator may authorize the 
MIR Physician to produce an MIR Report in compliance with Rule 0800-02-20, 
.11 provided however, the MIR Physician shall not condugLLPh.Y'3icaI 
evaluation. 

b+f--the~·elaimam-faij&-te-af'fleaf-IGr-~he--B¥alt!atioo--wilheut·-gootI--GatIS&-as--GeteI+AffiBG-l:ly-tRB
Atlmmisffi3ler,~{flis-ma.y-i:>e-4eemed- a relusal te-Gompl.y-wim~a- reeso nab Ie requestfor-mediGa!-B-x-amirfalieR
al1tl-l~~yee's-ri§lnt-te-~rf·may be sU~FSuan~·tE}·+enn,-Geds-AAR,+W-G
;,Q4(tl)(.g)-aOO--flG-Gom~@salioo--sl1aH--tJo duo a ncl--payable--wruiB-4AB--iAtUfW-Omj:lle.yee--Gooliooes-BUG·n 
refusal, 

Authority: T. C.A. §§ 4-5-202, 50-6-102, 50-6-204 (;:?QQB), 50-6-205, 50-6-233,.aOO F'lJiJIiG Gha{}tBF&J.&2& 
;:?&9---.pfi-1--3}. Administrative History: Public necessity rule filed June 15, 2005; effective thmugh 
Nevember 27, 2005. Public necessity rule filed November 16, 2005; effective through April 30, 2006. 
Original rule filed January 30, 2006; effective April 15, 2006. Amendments filed March 25, 2013; effective 
June 23, 2013. Amendment filed December 26, 2013; effective March 26, 2014. 

0800-02-20-.08 MULTIPLE IMPAIRMENT RATING EVALUATIONS. 

(1) In instances of more than one impairment rating being disputed in more than one medical 
specialty, and there is an insufficient number of physicians on the Registry who are qualified 
to perferm all aspects of the evaluation, separate evaluations may be required, each being 
separate application and physician-selection processes and fees. 
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(Rule 0800-02-20-.08, continued) 
Authority: T C.A. §§ 4-5-202 and 50-6-204~}. Administrative History: Public necessity rule filed 
June 15, 2005; effective through November 27, 2005. Public necessity rule filed November 16, 2005; 
effective through April 30, 2006. Original rule filed January 30, 2006; effective April 15, 2006. 

0800-02-20-.09 COMMUNICATION WITH REGISTRY PHYSICIANS. 

(1) During the MIR physician selection process, registry physicians cannot render opinions as to 
the impairment relating to the subject injury to a party to the case in cases in which the 
physician's name appears on the three-physician listing. MIR Registry physicians who have 
rendered an opinion as to the impairment relating to the subject injury to a party to the case 
must disclose the nature and extent of those discussions to the Program 
CoordinatorMministfalGF immediately upon their selection as the MIR registry physician. 
The Program CoordinatorMmiHisirator, in his or hBF-S01e---a~tOOffiy, will determine whether 
or not a conflict of interest exists. Failure to disclose a potential conflict of interest may 
result in a physician's removal from the MIR Registry. While removed from the Registry, 
physicians shall not be eligible to perform MIR evaluations. 

(2) If selected as the MIR physician, there shall be no communication with the parties or their 
representatives prior to the Program Coordinator's acceptance and distribution of the final 
MIR Report, unless allowed by the Rules or approved by the Program Coordinator. Any 
approved communication, other than arranging for payment and the submission of medical 
records and the evaluation itself, shall be in writing with copies provided to all parties and the 
Program Coordinator. Failure by a Registry physician to disclose such communications will 
the physician to penalties under the Rules. 

(3) A party who seeks the presence of the MIR physician as a witness at a proceeding for any 
purpose, by subpoena, deposition or otherwise, shall be responsible for payment for those 
services to the MIR phYSician. Deposition fees shall be in accordance with applicable state 
rules and laws. 

(4) This Rule 0800-02-20-.09 shall also apply to any MIR physician selected to perform peer 
review pursuanUo Rule 0800-02-20-.12. 

Authority: T C.A. §§ 4-5-202, 50-6-102, 50-6-204(2OOfjf, 50-6-205, 50-6-233, 8ndPublic Ghap/ers282 
&-2~-(2iUJf. Administrative History: Public necessity rule filed June 15, 2005; effective through 
November 27, 2005. Public necessity rule filed November 16, 2005; effective through April 30, 2006. 
Original rule filed January 30,2006; effective April 15, 2006. Amendments filed March 25, 2013; effective 
June 23, 2013. Amendment filed December 26,2013; effective March 26, 2014. 

0800-02-20-.10 REQUIREMENTS FOR THE EVALUATION. 

(1) The MIR Registry physician's responsibilities prior to the evaluation are to: 

(a) Review all materials provided by the parties subject to these Rules; and, 

(b) Review the purpose of the evaluation and the impairment questions to be answered in 
the evaluation report. 

(2) The MIR Registry physician's responsibilities following the evaluation are to: 

(a) Consider all medical evidence obtained in the evaluation and provided by the parties 
subject to the Rules; 

(b) Complete an "MIR Report"; 
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(Rule 0800-02-20-.10, continued) 
(c) tGiSend that complete report with all required attachments to the Program 

Coordinator only, via electronic mail., U.S. mail, or overnight delivery.--+Fle-I"fGgfaffi 
GBfHtlinalGf--wile-aGi4flewlsElge,te-lile-pfiysiGiaFl,FeGeij:>t-Bf-the--FspOft. 

(3) No physician-patient relationship is created between the MIR physician and the claimant 
through the MIR Registry evaluation. The sole purpose of the evaluation is to establish an 
impairment rating and not to recommend future treatment or to provide a diagnosis or other 
medical advice. However, if new diagnoses are discovered, the physician has a medical 
obligation to inform the requesting party and the claimant about the condition and recommend 
further medical assessment. 

Authority: T.C.A. §§ 4-5-202 and 50-6-204-(2QQIif. Administrative History: Public necessity rule filed 
June 15, 2005; effective through November 27, 2005. Public necessity rule filed November 16, 2005; 
effective through April 30, 2006. Original rule filed January 30, 2006; effective April 15, 2006. 

0800-02-20-.11 REQUIREMENTS FOR THE "MIR REPORT." 

(1) After conducting the evaluation, the MIR physician shall produce the "MIR Report". The 
format, available by using the Program's electronic access, available upon request from the 
Program Coordinator or available online at www.state.tn.us/labor-wfd/mainforms.html. or a 
materially substantial equivalent approved by the Program Coordinator shall be used in all 
cases to detail the evaluation's results. The MIR physician shall first review the determination 
by the attending physician that the claimant has reached Maximum Medical Improvement 
(MMI). 

(2) If, after reviewing the records, taking a history from the claimant and performing the 
evaluation, the MIR Registry physician concurs with the attending doctor's determination of 
MMI, the report shall, at a minimum, contain the following: 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

A brief description and overview of the claimant's medical history as it relates to the 
subject injury, including reviewing and recapping all previous treatments. 

A statement of concurrence with the attending doctor's determination of MMI; 

Pertinent details of the physical or psychiatric evaluation performed (both positive and 
negative findings); 

An impairment rating consistent with the findings and utilizing a standard method as 
outlined in the applicable AMA GuidesIM, calculated as a total to the whole person 
if appropriate. In cases not covered by the AMA GuidesIM, an impairment rating by 
any appropriate method used and accepted by the medical community is allowed, 
however, a statement that the AMA GuideslM fails to cover the case as well as a 
statement of the system on which the rating was based shall be included; 

The rationale for the rating based on reasonable medical certainty, supported by 
specific references to the clinical findings, especially objective findings and supporting 
documentation including the specific rating system, sections, tables, figures, and AMA 
GuidesIM page numbers, when appropriate, to clearly show how the rating was 
derived; and 

A true or electronic signature and date by the MIR physician performing the evaluation 
certifying to the following: 

1. "It is my opinion, both within and to a reasonable degree of medical certainty that, 
based upon all information available to me at the time of the MIR impairment 
evaluation and by utilizing the relevant AMA Guides or other appropriate method 
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(Rule 0800-02-20-.11, continued) 
as noted above, the claimant has the permanent impairment so described in this report. I certify that the 
opinion furnished is my own, that this document accurately reflects my opinion, and that I am aware that my 
signature attests to its truthfulness. I further certify that my statement of qualifications to serve on the 
MIR Registry is both current and completely accurate." 

(3) If, after reviewing the records, taking a history from the claimant and performing the 
evaluation, the MIR physician does not concur with the attending doctor's determination of 
MMI, a report shall be completed similar to the one outlined above which documents and 
certifies to, in sufficient detail, the rationale for disagreeing. The physician is still entitled to 
collect/retain the appropriate MIR fee. Even if the claimant is cietermined not to be at MMI by 
the MIR physician, the MIR p_hysician will still issue a completed MIR rQQort witt:l.a permanent 
medical impairmentrating basQQJ!Qon the findings at the time of evaluation 

(4) Services rendered by an MIR Registry physician shall conclude upon the Program 
Coordinator's acceptance of the final "MIR Report." An MIR report is final and accepted for 
the purpose of these Rules when it includes the requested determination regarding final 
medical impairment rating, along with any necessary worksheets, and is signed by the 
Program Coordinator. Once the report has been accepted, the Program Coordinator will 
distribute copies of the report to the parties and the Workers' Compensation Specialist, if one 
is currently assigned. After acceptance of the "MIR Report" the medical records file, including 
the final "MIR Report," shall be stored and/or disposed of by the MIR registry physician in a 
manner used for similar health records containing private information and within a time frame 
consistent with all applicable federal, state and local laws and the Tennessee Board of 
Medical Examiners' rules. 

(5) Any addendums or changes to the MIR Report after it has been deemed accepted shall be 
approved and signed by the Program Coordinator prior to distribution to the parties. 

Authority: T. C.A. §§ 4-5-202 and 50-6-204-~2Q{){ij. Administrative History: Public necessity rule filed 
June 15, 2005; effective through November 27, 2005. Public necessity rule filed November 16, 2005; 
effective through April 30, 2006. Original rule filed January 30, 2006; effective April 15, 2006. 
Amendments filed March 25, 2013; effective June 23, 2013. 

0800-02-20-.12 PEER REVIEW. 

(1) All MIR Reports are subject to peer review for appropriateness and accuracy by either the 
Medical Director or a physician selected randomly by the Program Coordinator who shall have 
been on the MIR Registry for at least five (5) years without any disciplinary actions, shall be 
certified in the applicable edition of the AMA Guides by the American Academy of Disability 
Evaluating Physicians or the American Board of Independent Medical Examiners, and shall 
comply with Rule 0800-02-20-.05(2); provided, however, that the peer review shall not include 
a physical examination of the claimant. If the peer review is performed by a MIR Registry 
physician, then such physician shall be entitled to a fee of $250.00 to be paid by the employer 
in advance of the peer review. 

(2) The peer review shall be completed within ten (10) business days of referral from the 
Program Coordinator. The Medical Director or peer review physician may recommend an 
MIR Report for reconsideration by the examining MIR physician if the Medical Director or peer 
review physician deems the report to be incomplete, inaccurate, or unclear pursuant to the 
requirements of Rule 0800-02-20-.11. Reconsideration and any revision shall be completed 
by the examining MIR physician within ten (10) business days of referral from the Program 
Coordinator. 

(3) The time limits in Rule 0800-02-20-.07(1) shall be tolled while a MIR Report is being reviewed 
or reconsidered pursuant to this rule; provided, however, that if the examining MIR physician 
or the peer review physician does not comply with the time requirements in paragraph (2), 
then the Program Coordinator may reduce their respective fees. 
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(Rule 0800-02-20-.12, continued) 

Authority: T.C.A. §§ 4-5-202 and 50-6-204tmQ!'}). Administrative History: Public necessity rule filed 
June 15, 2005; effective through November 27, 2005. Public necessity rule filed November 16, 2005; 
effective through April 30, 2006. Original rule filed January 30, 2006; effective April 15, 2006. Repeal and 
new rule filed March 25,2013; effective June 23,2013. 

0800-02-20-.13 REMOVAL OF A PHYSICIAN FROM THE REGISTRY. 

(1) The Administrator,-Yj9{m-li1e-atI\fiG&"I-tAe-l\I1OOGal-0ire&teF,may remove a physician from the 
MIR Registry permanently or temporarily. In doing so, the Administrator shall first notify the 
physician in writing that he or she is at risk of being removed from the MIR Registry. The 
procedures followed for removal under this section shall follow the same procedures as those 
set forth below in Rule 0800-02-20-.13(2) and (3). The Administrator may remove a physician 
from the MIR Registry permanently or temporarily based upon any of the following grounds: 

(a) Misrepresentation on the "Application for Appointment to the MIR Registry" as 
determined by the Administrator; 

(b) Failure to timely report a conflict of interest in a case assignment, as determined by the 
Administrator; 

(c) Refusal or substantial failure to comply with the provisions of these Rules, including, but 
not limited to, failure to determine impairment ratings correctly using the AMA 
GuideslM, as determined by the AdministratorModical PifeGtef; 

(d) Failure to maintain the requirements of the Rules, as determined by the Administrator; 
or 

(e) Any other reason for the good of the Registry as determined solely and exclusively by 
the Administrator. 

(2) Written complaints regarding any MIR Registry physician shall be submitted to the Program 
Coordinator. Upon receipt of a complaint regarding a MIR Registry physician, the 
Administrator shall send written notice of the complaint (or in cases arising under Rule 0800-
02-20-.13(1), notice and grounds for possible removal) to such physician, stating the grounds, 
and notifying the physician that he or she is at risk of being removed from the MIR Registry. 

(a) The physician shall have thirty (30) calendar days from the date the Notice of Complaint 
in which to respond in writing to the complaint(s), and may submit any responsive 
supporting documentation to the Program Coordinator for consideration. Failure of the 
physician to submit a timely response to the Notice of Complaint may result in removal 
of the physician from the MIR Registry. 

(b) The Administrator, in consultation with the Medical Director, shall consider the 
complaint(s) and any response(s) from the physician in reaching a decision as to 
whether the physician shall be removed from the MIR Registry, and if removed, whether 
the removal will be permanent or temporary. 

(c) Upon reaching a determination on the complaint(s), the Administrator shall issue a 
written Notice of Determination and set forth the basis for the decision in such Notice. 
The determination set forth shall become final fifteen (15) calendar days after issuance 
of the Notice of Determination, unless a timely request for reconsideration is received. 

(d) A MIR Registry physician may seek reconsideration of an adverse decision from the 
Administrator by submitting a request for reconsideration stating the grounds for such 
reconsideration to the Program Coordinator within fifteen (15) calendar days of the 
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(Rule 0800-02-20-.13, continued) 
issuance of the Notice of Determination. The Administrator may affirm, modify or reverse the initial 
determination upon reconsideration of the initial decision. The Administrator shall issue a Notice of 
Determination upon Reconsideration which shall be the final decision. If the Administrator does not act 
on the request for reconsideration within twenty (20) calendar days, then the request shall be deemed to 
have been denied, which shall be the final decision. 

ill-",,-physician who has been removed from the MIR Registry by the Administrator may apply for 
reinstatement one year .~-\6f··ff\Bfl#ls after the date of removal by submitting a written 
request to the Program Coordinator, 

fLtL.JDJieu of removing a physician from the MIR Registry, the Administrator, at his or her sol~ 
.discretion, may move lO.©.J2h.\r§jcian to inactive status penc:llD.9.Jh,UulfilitTIflnt of additional 
AMA Guides -eM training or other administrative requirements, as designated in wrilllliLto the 
physician. _MIR_Registr:LPj1j(§jcians moved to inacti\iLstatus shall.remain on the MIR 
Registry,.lJut may not: 

ilL be placed on the list of.9.ll§llified physicians pursuantJo RullLQ80Q:~:,f.Q-.06(4)@t 
b) perform MIR evaluations; or 
<c) have recourse through reconsideration of the Administrator's decision to move the 

Qbj(§jcia8. to inactlYil..status, 

Authority: T.C.A. §§ 4-5-202, 50-6-102, 50-6-204~, 50-6-205, 50-6-233,-rtA4-14ifJ1iG.-Gi1apIefs~ 
2-&9· (Xf1-3). Administrative History: Public necessity rule filed June 15, 2005; effective through November 
27, 2005. Public necessity rule filed November 16, 2005; effective through April 30, 2006. Original rule 
filed January 30, 2006; effective April 15, 2006. Amendment filed March 25, 2013; effective June 23, 2013. 
Amendment filed December 26,2013; effective March 26,2014. 

0800-02-20-.14 PENALTIES. 

(1) Failure by an employer or insurer to pre-pay the evaluation fee shall allow the physician to 
charge the employer a $100.00 late fee in addition to the evaluation fee. If the evaluation fee 
and/or late fee remains unpaid fifteen (15) calendar days following the date of the evaluation, 
an additional $250.00 penalty is authorized. If any portion of a fee or penalty remains unpaid 
after an additional thirty (30) calendar day period, an additional $500.00 penalty is authorized, 
and again for each additional thirty (30) calendar day period, or portion thereof, that it remains 
unpaid until all fees andlor penalties are fully paid. 

(2) If an employer or insurer fails to pay the cancellation fee of $300.00 within fifteen(1 [j} 
£.alendar dal'§J2f the Program Coordinator's written request forJ.tl~ fee, an additional $250.00 
penalty is authorized. If any portion of a fee or penalty remains unpaid after an additional thirty 
(30) calendar day period, an additional $500.00 penalty against the em.Ql.QyQ[ is 
authorized, and again for each additional thirty (30) calendar day period, or portion 
thereof, that it remains unpaid until all fees and/or penalties are fully paid. 

(3) F-ailYfe-lly·.;a MIR Registry physician fails to timely refund any unearned evaluation fee within 
fifteen calendar days of the. PrQillam Coordinator's weltten --,-~est for the refund .. an 
additional $2§.llJ2,enalty is authorized.--sIl-ali--alIGw-Il1fH3ffif'19'f&F--er---iRwfef.-te·FeGG¥er--ifl 
aG4~jGn\&tfle-t!f1B8fRBtl·-Iee·a-$1-OO-.-OO-iato ·Ieo fr-Gffi-Iflat.M1R.-~istFy_·flhji&iGiaH. If 9.fl'L 
120rti.Qn of the refund tlclB--uf1B8fRB4--1ee Qf_Q"nalty_8fl4IGf.·lale·1ee remains unpaid.after a_~ 
additional thir1Yi30Lgalendar day period fffieeA-+UJ1--GaleHflar-Elay-s-.fGltewifls--iflB.4ate-Gf-lhe 
evalt!atioA,--an additional $5002W.00 penalty against the MIR Registry physician is 
authorized. If any portion of the unearned fee or penalty remains unpaid after an additional 
thirty (30) calendar day period, an additional $500.00 penalty is authorized, and again for 
each additional thirty (30) calendar day period, or portion thereof, that it remains unpaid until 
all fees andlor penalties are fully paid. 

(4) If any party engages in unauthorized communications with the MIR physician, then the 
Administrator QF···Administrator'g designee-is authorized to assess a penalty of$_Q.QJLQ..UP to 
$50g0.00 per violation~il§ . .getermin~d by the Administratora§'afAsHhal-j::lafly. 
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(Rule 0800-02-20-.13, continued) 

(5) Notwithstanding any other provision in these rules to the contrary, and in addition to any other 
penalty provided for in these Rules and the Act, failure by any party to comply with these 
Rules in a manner for which no penalty has specifically been set forth herein may subject that 
party to civil penalties of i50.00 up to $QQ~OO.OO per violation, as determined by the 
Administrator. 

(6) Any party assessed a monetary penalty by the BurealdGivisitm may request a contested 
case hearing in accordance with the Penalty Program Rules of the BureauQivisioo, 0800-2-
13, by submitting a request for such hearing within fifteen (15) days of issuance of the 
notice of violation and assessment of civil penalties hereunder. 
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(Rule 0800-02-20-. 14, continued) 

Authority: TCA §§ 4-5-202, 50-6-102, 50-6-118, 50-6-204, 50-6-205, 50-6-233-(2QG5),£IA4-P-tlMiB 

-Ghaplers--21i!2&2-S9--(2.f!-i-J;!. Administrative History: Public necessity rule filed June 15, 2005; effective 
through November 27, 2005. Public necessity rule filed November 16, 2005; effective through April 30, 
2006. Original rule filed January 30, 2006; effective April 15, 2006. Repeal and new rule filed March 25, 
2013; effective June 23, 2013. Amendment filed December 26, 2013; effective March 26, 2014. 

0800-02-20-.15 TIME LIMITS. 

(1) All time limits referenced in these Rules may be extended by the Administrator ifl-Ris--GF-ABf solo and 
el?b~llSi¥e-disGFeti0flOr Program Coordinator. 

Authority: T C.A. §§ 4-5-202, 50-6-102, 50-6-204~Q()fjf, 50-6-205, 50-6-233,itA4-Poo/iG--Ghapior-s--2-fJ2--& 
~(2Q1-J;!. Administrative History: Public necessity rule filed June 15, 2005; effective through November 
27, 2005. Public necessity rule filed November 16, 2005; effective through April 30, 2006. Original rule 
filed January 30, 2006; effective April 15, 2006. Amendment filed December 26, 2013; effective March 
26,2014. 

0800-02-20-.16 COOPERATION. 

(1) Injured workers, employers, insurers and carriers shall cooperate in good faith with the 
BureauQepartment in scheduling MIR Registry evaluations. They shall also cooperate in 
good faith with all reasonable requests made by any MIR Registry physician. 

Authority: T C.A. §§ 4-5-202 and 50-6-204-{2-0G5}. Administrative History: Public necessity rule filed 
June 15, 2005; effective through November 27, 2005. Public necessity rule filed November 16, 2005; 
effective through April 30, 2006. Original rule filed January 30, 2006; effective April 15, 2006. 

0800-02-20-.17 OVERTURNING A MIR PHYSICIAN'S OPINION. 

(1) Parties are prohibited from seeking a second MIR Registry impairment rating for the same injury if 
an impairment rating was issued after the first MIR Registry evaluation. 

Authority: TC.A. §§ 4-5-202 and 50-6-204-(2Q05f. Administrative History: Public necessity rule filed 
June 15, 2005; effective through November 27, 2005. Public necessity rule filed November 16, 2005; 
effective through April 30, 2006. Original rule filed January 30, 2006; effective April 15, 2006. 
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* If a roll-call vote was necessary, the vote by the Agency on these rules was as follows: 

Board Member Aye No Abstain Absent Signature 
(if required) 

I certify that this is an accurate and complete copy of rulemaking hearing rules, lawfully promulgated and adopted 
by the Tennessee Bureau of Workers' Compensation on and is in compliance with the 
provisions of T.CA § 4-5-222. 

I further certify the following: 

Notice of Rulemaking Hearing filed with the Department of State on October 23, 2015. 

Rulemaking Hearing Conducted on December 17, 2015. 

Date: 

Signature: 

Name of Officer: Abbie Hudgens 

Subscribed and 

Notary Public Sig 

My commission 

All proposed rules provided for herein have been Attorney General and Reporter of the State of 
Tennessee and are approved as to legality pursuant to the provisions of the Administrative Procedures Act, 
Tennessee Code Annotated, Title 4, Chapter 5. 

lw 
~ 
r-(rJ 
cnz 
~ __ tv. (=;, 
c)i,,--
>-- ;< 
c;.-:::.::: 

_ uJre Hargett ) 
Secretary of State 

Herbert H. Slatery III 
Attorney e eral and Reporter 

"1 '3-0 I (P 
Date 

Filed with the Department of State on: 

Effective on: 
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G.O.C. STAFF RULE ABSTRACT 

AGENCY: 

SUBJECT: 

STATUTORY AUTHORITY: 

EFFECTIVE DATES: 

FISCAL IMPACT: 

STAFF RULE ABSTRACT: 

Board of Boiler Rules 

Boiler Inspections 

Tennessee Code Annotated, Section 

September 14, 2016, through June 30,2017 

None. 

The proposed rule makes various changes to the rules 
concerning boiler inspections. According to the 
Board, the rule provides the necessary direction and 
details for the safe operation of pressure equipment in 
Tennessee and affects the lives of all citizens in 
Tennessee due to the use of pressure equipment in 
industry, manufacturing, schools and universities, 
hospitals, hotels, public utilities, etc. 

This rule makes various technical changes to the 
current rules. This rule also adds provisions 
addressing construction standards, installation 
requirements, inspection requirements, inspector 
qualifications, repairs and alterations, requirements for 
boilers, and requirements for fire jacketed steam 
kettles. 
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Regulatory Flexibility Addendum 
Pursuant to T.GA §§ 4-5-401 through 4-5-404, prior to initiating the rule making process as described in T.GA 
§ 4-5-202(a)(3) and T.GA § 4-5-202(a), all agencies shall conduct a review of whether a proposed rule or rule 
affects small businesses. 

(If applicable, insert Regulatory Flexibility Addendum here) 

These proposed rules will not affect small businesses. 
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Impact on Local Governments 

Pursuant to T.CA §§ 4-5-220 and 4-5-228 "any rule proposed to be promulgated shall state in a simple 
declarative sentence, without additional comments on the merits of the policy of the rules or regulation, whether 
the rule or regulation may have a projected impact on local governments." (See Public Chapter Number 1070 
(http://state.tn.us/sos/acts/106/pub/pc1070.pdf) of the 2010 Session of the General Assembly) 

These proposed rules will not have an impact on local governments. 
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Additional Information Required by Joint Government Operations Committee 

All agencies, upon filing a rule, must also submit the following pursuant to T.CA § 4-5-226(i)(1). 

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

Rule 0800-03-03 provides the necessary direction and details for the safe operation of pressure equipment in 
Tennessee. Rule 0800-03-03 affects the lives of all citizens in Tennessee due to the use of pressure equipment 
in industry, manufacturing, schools and universities, hospitals, hotels, public utilities, etc. 

(S) A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promulgation of such rule or establishing guidelines relevant thereto; 

I There are no federal or state laws mandating promulgation of this proposed rule change. 

(C) Identification of persons, organizations, corporations or governmental entities most directly affected by this 
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; 

Rule 0800-03-03 sets forth the safety requirements to owners/users, manufacturers, repairers and erectors, 
authorized inspection agencies, and the jurisdiction for the design, fabrication, inspection, testing, operation, and 
repairs and alterations of boilers and pressure vessels in Tennessee. None of these people or entities have 
advocated rejection of this proposed rule. 

(0) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates to 
the rule; 

The Division is not aware of any Opinions of the Attorney General and Reporter or any judicial rulings that 
directl relate to this proposed rule chan e. 

(E) An estimate of the probable increase or decrease in state and local government revenues and expenditures, 
if any, resulting from the promulgation of this rule, and assumptions and reasoning upon which the estimate 
is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact is more than two 
percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), whichever is less; 

I This proposed rule change will have no effect on state and local government revenues and expenditures. 

(F) Identification of the appropriate agency representative or representatives, possessing substantial knowledge 
and understanding of the rule; 

Tennessee Department of Labor and Workforce Development, Division of Workplace Regulations and 
Compliance, Chief Boiler Inspector Sam Chapman and Legal Counsel for the Board of Boiler Rules, Dan Bailey, 
have substantial knowledge and understanding of this proposed rule change 

(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 
scheduled meeting of the committees; 

Sam Chapman and Dan Bailey identified in response to (F) above will explain the rule at a scheduled meeting of 
the committee. 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

Sam Chapman, Tennessee Department of Labor and Workforce Development, Division of Workplace 
Regulations and Compliance, Boiler Unit, 220 French Landing Drive, Nashville, TN 37243, 615-532-1337, 
sam.chapman@tn.aov; and Dan Bailey, same address as Mr. Chapman, 615-741-9550, daniel.a.bailev@tn.Q9v 
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(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

I Any additional information that the Committee requests will be provided. 
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Department of State 
Division of Publications 
312 Rosa L. Parks Avenue, 8th Floor SnodgrassffN Tower 
Nashville, TN 37243 
Phone: 615-741-2650 
Email: PJJR_UQ_G.tlQJ:t~,_ IoJ QJrn9Ji.QD@LO,..99~'.{ 

Proposed Rule(s) Filing Form 

For Department of State Use Only 

Sequence Number: 0(;,-13 -Il. 

Rule I D(s): _-,,(.,-,-1-,-'1 9-'----__ _ 

File Date: <L I ! (" ! (l. 

Effective Date: "11"1. \1(" 

Proposed rules are submitted pursuant to Tenn. Code Ann. §§ 4~5~202, 4~5~207, and 4-5~229 in lieu of a rulemaking hearing. It is the intent of 
the Agency to promulgate these rules without a rufemaking hearing unless a petition requesting such hearing is filed within ninety (90) days of 
the fifing of the proposed rule with the Secretary of State. To be effective, the petition must be filed with the Agency and be signed by ten (10) 
persons who will be affected by the amendments, or submitted by a municipality which will be affected by the amendments, or an association 
of ten (10) or more members, or any standing committee of the General Assembly. The agency shall forward such petition to the Secretary of 
state. 

Pursuant to Teno. Code Ann. § 4-5-229, any new fee or fee increase promulgated by state agency rule shall take effect on July 1, folfowing 
the expiration of the ninety (90) day period as provided in § 4-5-207. This section shall not apply to rules that implement new fees or fee 
increases that are promulgated as emergency rules pursuant to § 4~5~208(a) and to subsequent rules that make permanent such emergency 
rules, as amended during the rulemaking process. In addition, this section shall not apply to state agencies that did not, during the preceding 
two (2) fiscal years, collect fees in an amount sufficient to pay the cost of operating the board, commission or entity in accordance with § 4~29~ 
121(b). 

Agency/Board/Commission: Tennessee Department of Labor and Workforce Development, Board of Boiler 
Rules 

Division: Workplace Regulations and Compliance, Boiler Unit 
Contact Person: Sam Chapman, Chief Boiler Inspector 

Address: 220 French Landing Drive 
Zip: 37243-1002 

Phone: 844-224-5818 
Email: 

Revision Type (check all that apply): 
X Amendment 

X New 
Repeal 

Rule(s) Revised (ALL chapters and rules contained in filing must be listed here. If needed, copy and paste 
additional tables to accommodate multiple chapters. Please enter only ONE Rule Number/Rule Tille per row) 

Chapter Number 
0800-03-03 
Rule Number 
0800-03-03-.01 
0800-03-03-.02 
0800-03-03-.03 
0800-03-03-.04 
0800-03-03-.05 
0800-03-03-.06 
0800-03-03-.07 
0800-03-03-.08 
0800-03-03-.09 
0800-03-03-.1 0 
0800-03-03-.11 
0800-03-03-.12 

Chapter Title 
Boiler Inspections 
Rule Title 
Definitions 
Adoption byReference 
Construction Standards 
Installation Requirements 
Inspection ReqUirements 
Inspector Qualifications 
Repairs and Alterations 
Requirements for Boilers 
ReqUirements for Fired Jacketed Steam Kettles 
Existing Power Boilers 
ExistingHeating Boilers 
Existing Pressure Vessels 
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i0800~03~03-:f3- 'Historic Boilers 
108i>0:6~()~':'14 i Fe"'e"'s _________________________ _ 
~ -____ . ______ ----L... ___ _ 
L _________ _ 

, 
1._Ch<lii_te_r __ N_. UllIlier-•• -i •• C-h-ap-te-r -Ti-!_I-e~~_ -. ----~ 

_R_ul_9_N_umber ~ule Title ______________ _ 
----~ 

! [_-~~_--~ __ -~r~-_ -_-____ ~-_-__ =__-_-_ ---
----------; 

(Place substance of rules and other info here. Statutory authority must be given for each rule change. For 
information on formatting rules go to 
http,lIsos.tn.gov/sites/defflultifiles/forms/Rulemaking Guidelines August2014.pdD 

Amendments 

The caption for C pter 0800-3-3 Boiler In ections is amended b updating the divisio name, adding the unit 
name, and chan . g the single digits to do nded, the caption s II read: 

Rules 
of 

Tennes e Department of Labor a Workforce Develo 
is ion of Workplace Regu ions and Complian 

Boiler nit 
Board of iler Rules 

The Table of Conte is amended by changing e titles in Rules 0800- -.3 through 0800-3-3-.9 changing their 
gh 0800-03-03-.14 so t t, as amended, single digits to do e digits, and adding new 

the Table of Can nts shall read: 

0800-03-0 .01 Definitions 
0800-03- -.02 Adoption by Referenc 
0800-03 3-.03 Construction Stand 
0800-0 -03-.04 Installation Requir ents 
0800- -03-.05 Inspection Requi ments 
080 03-03-.06 Inspector Qualif ations 
08 -03-03-.07 Repairs and erations 

Table of Contents 

Steam Ke s 

8 Requirements for Boil 
9 Requirements for Fir 

0800-03- -.10 Existing Power Boil rs 
0800-0 3-.11 Existing Heating B ilers 
0800- -03-.12 Existing Pressur essels 
080 3-03-.13 Historic Boilers 
08 -03-03-.14 Fees 

ule 0800-3-3-.01 Defini' ns is amended by chang in the single digits to double 
rearranging the subpar raphs of paragraph (9) "boil ' definitions alphabetically, serting references a relevant 
publications, and ins ing the phrase "or Chief I pector's Designee" where r the words "Chi Inspector" 
appears other than definition of "Chief Inspecto so that, as amended, the tit , rule, and authori shall read: 

(1 ) ssee Code Annotated (T.C .), Title 68, Chapt r 122. 

"Alteration" means a change in ny item described on the a inal Manufacture Data Report which 
affects the pressure containin capability of the boiler or ressure vessel. on-physical changes, 
such as an increase in the m ximum allowable working pressure (internal r external), increase in 
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Rules 
of 

Tennessee Department Of Labor And Workforce Development 
Division of geile+-AfI4-~alor Inspection Workplace Regulations And Compliance 

Boiler Unit 
Board of Boiler Rules 

Chapter 0800-3-3 
Boiler Inspections 

Table of Contents 

0800-3-3-.01 Definitions 
0800-33-.02 Adoption by Reference 
0800-3-3-.03 AEIm i n islralion 

Construction Standards 
0800-3-3-.04 General Installation Requirements 
0800-3-3-.05~isting Power Boilefs Inspection 

Requirements 
0800-3-3-.06 ~istiRg-Heating Boilefs Inspector 

Qualifications 
0800-3-3-.07 ~ng-Pro6suro-V-e&Se.Is Repairs 

and Alterations 

0800-3-3-.01 Definitions. 

0800-3-3-.08MisleFiG Requirements for Boilers 
0800-3-3-.091"-<>06 Requirements for Fired Jacketed 
Steam Kettles 
0800-03-03-.10 Existing Power Boilers 
0800-03-03-.11 Existing Heating Boilers 
0800-03-03-.12 Existing Pressure Vessels 
0800-03-03-.13 Historic Boilers 
0800-03-03-.14 Fees 

(1) "Act" means the provisions of Tennessee Code Annotated (T.CA), Title 68, Chapter 122. 

(2) "Alteration" means a change in any item described on the original Manufacturer's Data 
Report which affects the pressure containing capability of the boiler or pressure vessel. Non
physical changes, such as an increase in the maximum allowable working pressure (internal 
or external), increase in design temperature, or a reduction in minimum temperature of a 
boiler or pressure vessel shall be considered an alteration. 

(3) "ANSI" means the American National Standards Institute. 

(4) "API" means the American Petroleum Institute. 

(5) "Approved" means approved by the Board of Boiler Rules. 

(6) "ASME Code" means the American Society of Mechanical Engineers Code. 

(7) "Authorized Inspection Agency" means: 

(a) A jurisdiction as defined by paragraph (21) of this rule; or 

(b) An insurance company which has been licensed or registered by the appropriate 
authority of a state of the United States or a province of Canada to write boiler and 
pressure vessel insurance and to provide all inspection services required by the Act for 
boilers and pressure vessels insured by such company in this State. 

(8) "Board" means the Board of Boiler Rules. 

(9) "Boiler" means and includes a closed vessel or vessels intended for use in heating water or 
other liquids or for generating steam or other vapors under pressure or vacuum by the direct 
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application of heat from combustible fuels, electricity, or nuclear energy, and also includes an 
unfired pressure vessel, meaning a vessel in which pressure is obtained from an external 
source or from an indirect application of heal. 

(a) "P-0Wer-ooilef"-ffieaAS-cH:loiler-m-wt1iGA-£leam-0Hlther¥a~&F'4sgef\erated at a pressure 
Gf-roofel:flan1-5-j:Jsilr 

"Electric boiler" means a power or heating boiler in which the source of heat is 
electricity. See ASME Code, Section I, PEB-2 and Section IV, Preamble. 

tf>l--~emj38l'atUfe--Waler-boijeF--means -a--water boiler ifttondod foF--0perati&n at 
pressures-iFl-eXC8SS of 160-j:>si§-B~ures exceeding 250"F. 

fsfilil "Heating boiler" means a steam or vapor boiler operating at pressures not exceeding 
15 psig or a hot water boiler operating at pressures not exceeding 160 psig or 
temperatures not exceeding 250"F. 

(d) "",Ieelrio boileF--ffieaAS-a--power or heating boileF--in-whiBIl--the--wuffi€H}l-heat--ffi 
oieWiGilyc 

(c) "Heat recovery boiler" means a vessel or system of vessels comprised of one (1) or 
more heat exchanger surfaces used for the recovery of waste heal. See ASME Code, 
Section VIII Division 1, U-1(g)(2). 

(d) "High-temperature water boiler" means a water boiler intended for operation at 
pressures in excess of 160 psig or temperatures exceeding 250°F. See ASME Code, 
Section I, PG-2.1(b). 

(e) "MifHaWr-e--boilef"- means -a--~~f8--waler-Boilef-whiGh--OOe&-f1G1 
oxc-eeGthe-~il&~ 

2. 2Q squaro-foot of heating sur-laGe-fool-awJiGable to electric boilefsti 

::h--~ubiG feot-Gf gross volume oxB-lHsi-ve-m casing and insulation; and 

"Hot water heating boiler" means a boiler in which no steam is generated, from which 
hot water is circulated for heating purposes and then returned to the boiler, and which 
is operated at a pressure not exceeding 160 psig and/or a temperature of 250°F at or 
near the boiler outlet. See ASME Code, Section IV, HG-1 01.1 (b) and (c). 

(f) ''UftlireG-&leam-toi1er''ffieaFfs--8fHMlfi rod pressCfr.Q-\fossel-er-sy&lem-Gf--tfnfireti-prossu re 
\leSSelsiffieFfEle4-fDf-{}~eF8liBft-ata pressure iFl-oxc-es&-Bl''1-e-psig steam lor tRe-~ 
of-p~-aF\4-Gef1trolJjfl§-_lptft-0f-lRerma1 energy. 

"Hot water supply boiler" means a boiler completely filled with water that furnishes hot 
water to be used externally to itself at pressures not exceeding 160 psig and/or a 
temperature of 250"F at or near the boiler outlet. See ASME Code, Section IV, HG-
1011(b) and (e) 
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(g) "Waste heat bOfleF~-UHHreEl-pressuro vessel or system of unfired pressttre 
vessels intended -foJc-operation ~8-es&Bf-,+5psi!t%teaffi-loJc the purpoSB-B~pf0dtlGffig 
and controlling an~t of thermal oner9}lc 

"Miniature boiler" means a power or high-temperature water boiler which does not exceed the 
following limits: 
1. 16 inches inside diameter of shell; 

L_ 20 square feet of heating surface (not aRplicable to electric boilers); 

3. 5 cubic feet of gross volume exclusive of casing and insulation; and 

4. 100 psig maximum allowable working pressure_ See ASME Code, Section I 
PMB-2.1. 

(h) "Heat recovery boiler" means-a-vessel or system- of vesse1&-GompriseEl-of-OHO·ill-mere 
heat e)(changer surfaces used foHh&-focovery of wasteHeatc 

"Portable boiler" means a boiler which is primarily intended for temporary location, 
where the construction and usage permits it to be readily moved from one (11 location 
to another. 

(i) "S\eafl+flBatH+g boiler" means a steam boi!ef lor operatiorH!l-pressures not exceB4fR>J 
15 psig. 

"Potable water heater", including an instantaneous water heater, means a heater 
supplying potable water for commercial purposes in which the pressure does not 
exceed 160 psig and tho temperature does not exceod 210'F. See ASME Code, 
Section IV, Part HLW Introduction. 

(j) ~t·water·-heatifl9-l:>9it~aAB-aboiler-~o-steam-is~om-whjGfl 
fIol..walBf-is-Gi·!'Gwated-fGF-OOati·Rfj"ptlfPOSBs-aOO-ffiOR-·reltH+JBGI-{B-tflB.-WileF,aflGI-wR·iGh 
isopaf8ted·at-aj9rB&suFe-ffot-·ex~i-(;Q...psig-am!I{)f-a·temperalUfaBf25Q'F·at-oF 

Fleaf-ffie-boi!eftlliil€t 

"Power boiler" means aboiler in which steam or other vapor is __ qenerated at a Q@ssure 
of more than 15 psig. See ASME Code, Section 1, PG-2.1 (a) 

(k) "FIot-watef-stIWlJ'-·ooi!ef"·-meaH&-a-ooHef..BoFBj::>letely .. lille<::l-witR-wataJ'-tRaWumisRa&-llol 
wateJ't&-batlSBEl·B)(temally-t&-ftseil-at-presstlffi&-f\Gf. o)(coed i Rj}-UlQ-psig- a nd/or -a 
tempafarureN8Q"f' at-of Aear-th e boi lef-OulJeh 

"Steam heating boiler" means a steam boiler for operation at pressures not exceeding 
15 psig. See ASME Code, Section IV, HG-101.1(al. 

(I) "l"~IB-boi1ef~·ffiOafl&-a-OOiIOF--whiGh-i&-primafilJ'·iAtem!OO-fur tem poFafY-\oGatiOH, 
whBre-tha construction and usage permi!&-it to be readily-mo¥eGl-ffOfR-Oflalocation-tG 
aAO!ReJc 

"Unfired steam boiler" means an unfired pressure vessel or system of unfired pressure 
vessels intended for operation at a pressure in excess of 15 psig steam for the Mpose 
of producing and controlling an output of thermal energy. See ASME Code, Section I 
preamble and Section VIII Division 1, U-1(glCL1 
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(m) "P{)laBl&-OOtwalef-l'lBaleF-fl'1Bafl& a heater suwlyfnff-'f3o\al)le-wateF-~1 
f3llff3GS&&4nwhiGhthef3fes!llir€HIGe&flGl-B.XGeeG--~i!t-aml-~~re does 
RGtGl?Gee4~"f'., 

"Waste heat boiler" means an unfired pressure vessel or system of unfired pressure 
vessels intended for operation in excess of 15 psig steam for the purpose of producing 
and controlling an output of thermal energy, See ASME Code, Section VIII, Division 1, 
U-1 (g)(2), 

(10) "BTU/hr" means British Thermal Units per hour. 

(11) "Certificate inspection" means an inspection, the report of which is used by the Chief 
Inspector as justification for issuing, withholding, suspending or revoking a certificate of 
inspection, This certificate inspection shall be an internal inspection when required; 
otherwise, it shall be as complete an inspection as possible, 

(a) "Internal inspection" means an inspection that can reasonably be conducted as 
assessed by the inspector according to the inspection or review on the internal and 
external surfaces of a boiler or pressure vessel while it is shut down and the manhole 
plates, hand hole plates or other inspection opening closures are removed, 

(b) "External inspection" means an inspection made when a boiler or pressure vessel is in 
operation, if possible, 

(12) "Certificate of competency" means a certificate issued to a person who has passed the 
examination prescribed by the Board pursuant to T,CA § 68-122-109, 

(13) "Certificate of inspection" means a certificate issued for operation of a boiler or pressure 
vessel as required in T,CA § 68-122-111, 

(14) "Commission" means the commission issued by the National Board of Boiler and Pressure 
Vessel Inspectors to a holder of a certificate of competency who desires to make shop or 
field inspections in accordance with the National Board Rules for Commissioned Inspectors, 
and whose employer submits the inspector's application to the National Board for such 
commission, See Footnote in ASME Code, Section VIII, Division 1, UW-2(a) 

(15) "Condemned boiler or pressure vessel" means a boiler or pressure vessel that has been 
inspected and declared unsafe, or disqualified by legal requirements, by an inspector 
qualified to take such action who has applied a stamping or marking designating its rejection, 

(16) "Department" means the Tennessee Department of Labor and Workforce Development. 

(17) "Existing installation" means any boiler constructed, installed, placed in operation, or 
contracted for before July 1, 1955, 

(18) "Historic power boilers" means any steam traction engine, portable or stationary, standard or 
nonstandard power boiler, including free-lance and scale models, owned by publicly operated 
museums, non-profit organizations and individuals who preserve, maintain, exhibit and only 
occasionally operate these boilers on a not-for-profit basis and for the primary purpose of 
perpetuating the agricultural and pioneer heritage of Tennessee, 

(a) This definition shall be interpreted to include the following two QJ types of historic 
boilers: 

1, Traditional: Any steam traction engine, portable or stationary, standard or 
nonstandard power boiler that was constructed prior to July 1, 1949, 
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2. Nontraditional: Any free-lance and scale models, standard or nonstandard power 
boiler that was constructed after July 1, 1949. 

(i) Free-lance is any nontraditional historic power boiler built without original 
drawings, calculations or blueprints. 

(ii) Scale model is any nontraditional historic power boiler built as an exact or 
scale replica of a traditional historic power boiler. 

(19) "Inspector" means the Chief Inspector, Deputy Inspector, or Special Inspector. 

(a) Chief Inspector is the Chief Boiler and Pressure Vessel Inspector appointed pursuant 
to T.CA § 68-122-106. 

(b) Deputy Inspector is any inspector appointed pursuant to T.CA § 68-122-107. 

(c) Special Inspector is an inspector holding a Tennessee certificate of competency, and 
who is continuously employed by an insurance company authorized to insure against 
loss from explosion of boilers or pressure vessels in this State, or a company owning or 
operating pressure vessels (Owner-User Inspection Agency) in this State for the 
purposes of making inspections of pressure vessels used or to be used by such 
company, and provided such company complies with the requirements of T.CA § 68-
122-108. 

1. A special inspector shall receive no salary from, nor shall any of their expenses 
be paid by, the State, and the continuance of a special inspector's commission 
shall be conditioned upon the special inspector continuing in the employ of a 
boiler insurance company duly authorized as aforementioned or upon continuing 
in the employ of a company operating unfired pressure vessels in this State, and 
upon the special inspector's maintenance of the standards imposed by the Act. 

2. A special inspector of a company operating unfired pressure vessels shall not be 
authorized to inspect boilers. 

3. A special inspector shall inspect all boilers and unfired pressure vessels insured 
or all unfired pressure vessels operated by their respective companies and, when 
so inspected, the owners and users of such boilers and unfired pressure vessels 
shall be exempt from the payment to the State of the inspection fees as provided 
for in T.CA § 68-122-113. 

4. A special inspector shall submit inspection reports in accordance with paragffipfl 
~"f-mi&-rule as assessed by the inspector according to the inspection or 
review. 

(20) "Installation permit" means a permit issued by the Chief Inspector or Chief Inspector's 
Designee for authorization to install a boiler or pressure vessel in accordance with Rule 
~<J;>EB1 0800-03-03- 04( 1) 

(21) "Jurisdiction" means a state, commonwealth, county or municipality of the United States or a 
province of Canada which has adopted one mor more sections of the ASME Code, one ill 
of which is Section I, and maintains a duly constituted department, bureau or division for the 
purpose of enforcement of such Code. 

(22) "Lethal service (pressure vessel)" means a pressure vessel stamped "lethal service" which 
contains, under pressure, poisonous gas or liquids of such a nature that a very small amount 
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of the gas or of the vapor of the liquid mixed or unmixed with air is dangerous to life when 
inhaled. See Footnote in ASME Code. Section VIII, Division 1, UW-2(a). 

(23) "Licensed-ooilBf-afl4-ldffiS&blFEHlesse~-GGflIFaGleF Boiler Erectors and Repairers Contractor" 
means a person, corporation, partnership or firm authorized to engage in the repair or 
erection amiteHepaiF of steam boilers" am4>fe&sUf~ssels steam kettles, pressure tanks or 
steam generators. 

(24) "Lined potable water heater" means a water heater with a corrosion-resistant lining used to 
supply potable hot water. See ASME Code, Section IV, Part HLW. 

(25) "National Board l.!"ill.L " means the National Board of Boiler and Pressure Vessel Inspectors 
(NB), 1055 Crupper Avenue, Columbus, Ohio 43229. 

(26) "National Board Inspection Code (NBIC)" means the code for the repair, alteration and 
inspection of boilers and pressure vessels published by the i'!aliGFI~·BeafEI NB's publisl:li!Jg 
partner, Via Tech. 

(27) "New installation" means any boiler constructed, installed, placed in operation or contracted 
for after July 1, 1949 and any pressure vessel constructed, installed, placed in operation or 
contracted for after July 1, 1955. 

(28) "NFPA" means the National Fire Protection Association, Inc. 

(29) "Non-certificate inspection" means any inspection of a boiler or pressure vessel the result of 
which does not warrant the issuance of a certificate of inspection. 

(30) Non-standard boiler or pressure vessel" means a boiler or pressure vessel that does not bear 
the ASME GOO~-slamp Certification Mark and Certification Designator, the API-M>M€' 
GCode symbol stamp, or the stamp of any jurisdiction which has adopted a standard of 
construction equivalent to that required by the Board. 

(31) "Nuclear power plant" means one ill or more nuclear power systems and containment 
systems. 

(32) "Nuclear power system" means a system that serves the purpose of producing and 
controlling an output of thermal energy from nuclear fuel and those associated systems 
essential to the functions of the power system. The components of the system include such 
items as pressure vessels, piping systems, pumps, valves and storage tanks. 

(33) "Owner or User" means any person, firm or corporation legally responsible for the safe 
installation, operation and maintenance of any boiler or pressure vessel within the 
jurisdiction. 

(34) "Owner-User Inspection Agency" means an owner or user of pressure vessels who maintains 
a regularly established inspection department, whose organization and inspection procedures 
generally meet the requirements of the NaliGnal Eloard NB rules and are acceptable to the 
Board. See NB-371, Accreditation of Owner-User Inspection Organizations (QUIO). 

(35) "Pressure vessel" means a vessel in which the pressure is obtained from an external source, 
or by the application of heat from an indirect source, or from a direct source other than those 
boilers defined in subparagraphs (a) - (m) of paragraph (9) of this rule. 

(36) "Psig" means pounds per square inch gauge. 
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(37) "Reinstalled boiler or pressure vessel" means a boiler or pressure vessel removed from its 
original setting and reinstalled at the same location without change of ownership. 

(38) "Repair" means the work necessary to restore a boiler or pressure vessel to a safe and 
satisfactory operating condition provided there is no deviation from the original design. See 
NB--23, NBIC Part 3, Section 3, Repairs and Alterations. 

(39) "Second-hand boiler or pressure vessel" means a boiler or pressure vessel which has 
changed Betfc! location aM0Wflefwip since last used. 

(40) "Special Inspection" means: 

(a) Inspection of a boiler or pressure vessel (stamped lethal service) upon installation by 
permit, subject to the fees in accordance with Rule 0800 3 3 .OO~ 0800-03-03-
.14(10); 

(b) Boilers and pressure vessels (stamped lethal service) discovered to be installed 
without an installation permit. The owner or user shall be assessed a fee set by the 
Chief Inspector or Chief Inspector's Designee in accordance with T.CA § 68-122-113 
plus all expenses allowed therein and Rule 0000 :J :J .09(1 O} 0800-03-03-.14(10); or 

(c) An additional inspection deemed appropriate and necessary by the Chief Inspector 
Chief Inspector's Designee, subject to a fee in accordance with T.CA § 68-122-113 
plus all expenses allowed therein and Rule 080033 .090Gj-0800-03-03-.14(10). 

(41) "Standard boiler or pressure vessel" means a boiler or pressure vessel which bears the 
stamp of this State, the ASME Gode symbol stamp Certification Mark and Certification 
Designator, the API-M>M€ GCode symbol stamp, DatA· ·lBB--ASME and ~jational Boam 
stamps, or the stamp of another jurisdiction which has adopted a standard of construction 
equivalent to that required by the Board. 

(42) "Supplemental documentation" means additional material used in the determination of a safe 
and proper construction, installation, repair, use and operation of boilers and pressure 
vessels in this State. 

Authority: T.CA §§4-&-;!G;<, 68-122-101, 68-122-102, 68-122-104, 68-122-106, 68-122-107, 68-122-108, 
68-122-109,68-122-111, aM 68-122-113 and 68-122-202. Administrative History: Original rule filed 
May 16,1986; effective June 15,1986. (Formerly rule 0780-2-11-03) Amendment filed March 27,1991; 
effective June 29, 1991. Amendment filed May 7, 1992; effective August 29, 1992. Amendment filed 
June 27, 2000; effective October 28, 2000. Amendment filed March 30, 2001; effective July 30, 2001. 
Amendment filed June 17, 2002; effective October 28,2002. Repeal and new rule filed November 21, 
2005; effective March 30, 2006. 

0800-3-3-.02 Adoption by Reference. Unless otherwise provided by applicable law or the provisions of 
this Chapter, the required minimum standard for the construction, installation, operation, maintenance, 
repair, alteration, testing and inspection of boilers and pressure vessels in the State of Tennessee shall 
be those prescribed in the following publications; as amended per adopted edition and addenda: 

(1) Boiler and Pressure Vessel Code of the American Society of Mechanical Engineers (ASME 
Code), published by the American Society of Mechanical Engineers, +l+fee Two Park 
Avenue, New York, New York 10016-5990~ Phone: 800.843.2763, E-mail: 
.G.ustomerCare@asme.org web site: www.asme.org. 

(2) 1'Iational·.geafd-.k1~n·.GGEi& (NBIC), publisheG-l:ly .. ·lfle-Nationaj...goard Of Boiler..afl4 
f'.ressure Vesse(lHsj::>eG\EH'S-(.N~-Gruwer Aven ue, -Gillu~22g.. 
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National Board Inspection Code (NBIC), The National Board of Boiler and Pressure Vessel 
Inspectors, the latest edition, 1055 Crupper Avenue, Columbus, Ohio 43229-1183, Phone: 
614.888.8320, Fax: 614.888.0750, E-mail: information@nationalboard.org, web site: 
www.nationalboard.org/. The publishing partner for the NB is ViaTech, 
dalorder@viatechpub.com, Phone: 1.877.699.4801. 

(3) G0c1·e-··fBF·URfif.ed-P-fe&&bff& Vessels lor Petroleum biquiGls-an€l Gases (.".PI-ASME Code), 
jmtlli&~tRB-.".meriGan ~ly of Mechanical E~iReefs in conjuRction witR-tF>e-.".meFicaf\ 
J2etroleum Institut&. 

Code for Unfired Pressure Vessels for Petroleum Liquids and Gases (API-ASME Code), 
Linda Hall Library of Science, Engineering, and Technology, 5109 Cherry Street, Kansas 
City, Missouri 64110-2498, Phone: 800.662.1545, web site: www.lindahall.org/. The 
following editions of the API-ASME Code are available: 

(a) 3rd edition (1938) with the library's catalog record
http://ihall.hosted.exlibrisgrou p. com/vwebv Iholdi ngs Info ?sk= LH L& bi b Id=27 5504; 

(b) 4th edition (1943) with the library's catalog record -
http://ihall.hosted.exlibrisgrou p. com/vwebv Iholdi ngsl nro ?sk=LH L&bi b Id= 197459; 

(e) 5th edition (1951) with the library's catalog record
http://ihall.hosted.exlibrisgroup.com/vwebv/hoidingsl nfo?sk=LH L&bibld= 124091 . 

1. To inquire about getting copies of pages or sections from these publications or if 
you want to inquire about possibly borrowing the publications through Interlibrary 
Loan, you may contact the library's Document Delivery Services Department. 

(4) Controls and Safety Devices for Automatically Fired Boilers (ASME-CSD-1), published by the 
American Society of Mechanical Engineers. 

(5) Boiler and Combustion Systems Hazards Code (NFPA 85), published by the National Fire 
Prevention Association, International, 1 Batterymarch Park, Quincy, Massachusetts 02169-
7471, Phone 617.770.3000, Fax: 617.770.0700, E-mail: _custserv@nfpa.org, F'tlone; 
800.344.3555, Fax: 800.593.6372 or 508.895.8301, web site: www.nfpa.org. To review codes 
and standards online, go to www.nfpa.org/freeaccess. 

Authority: T.CA §§4 5 20~4-B--;W2(a-)f:>-),~01, and -68-122-102. Administrative History: 
Original rule filed May 16, 1986; effective June 15,1986. Amendment filed September 30,1986; effective 
December 29, 1986. (Formerly rule 0780-2-11-.02). Amendment filed March 27, 1991; effective June 29, 
1991. Amendment filed June 27,2000; effective October 28,2000. Amendment filed June 17, 2002; 
effective October 28, 2002. 

0800-3-3-.03 MministratiGflc Construction Standards. 

(at liNo boiler or unfired pressure vessel shall be installed for operation in the State unless it 
is designed, constructed, inspected, stamped, and installed for the desired pressure 
and temperature in accordance with the provisions of this Chapter, the applicable 
section of the ASME Code, and other applicable law. 

fD1 (2.lBoilers and pressure vessels shall bear the Nalional-lWaFd NB stamping and the 
manufacturer's NB number as registered with the JI.Iationa.c-f>oaFd NB. A copy of the 
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Manufacturer's Data Report signed by the manufacturer's representative and the 
NatjooaJ··-l3oaru NB commissioned inspector employed by the third party inspection 
agency shall be filed with the Chief Inspector or Chief Inspector's Designee when the 
boiler or pressure vessel is shipped into this State for installation. 

fat ruElectrically heated boilers subject to the ASME Code requirements shall bear the 
"Underwriters Laboratory" label in addition to the required ASME ~mbol stafHll 
Certification Mark and Certification Designator. This means that the boiler shall be 
supplied by the manufacturer as a complete unit and not converted in the field. 

t4) B}Piping. 

'h @l Power piping external to power boilers from the boiler to the first stop valve of a 
single boiler, and to the second stop valve in a battery of two l2l or more boilers, 
is subject to the requirements of the ASME Code, Power Boilers, Section I. The 
design, fabrication, installation and testing of the valves and piping shall be in 
accordance with ASM E 831.1. 

;h iQl. Welded piping is subject to the ASME Code requirements for proper code 
certification, including stamping in conformance with the code and furnishing of 
applicable ASME data report forms for the owners and the Chief Inspector or 
Chief Inspector's Designee. 

~ ililExemptions. Potable 1m! water heaters are exempt from the "Construction Slandartls" 
requirements of subparagraphs paragraphs fat ill and til} of this ~B rule 
when neither of the following limitations are exceeded: 

(a) Heat input of 199,999 BTU/hr. 

(b) Water temperature of 210'F. However, such potable 1ml water heaters, including 
instantaneous water heaters, with a heat input of between 100,000 and 199,999 
BTU/hrc, are subject to registration, inspection and inspection certificate requirements. 

(c) These vessels are required to have an NB rated, ASME constructed, test-lever 
pressure-temperature activated safety relief device. 

8'-) {§.l"Tennessee Special" Boilers and Pressure Vessels. If a boiler or pressure vessel is of special 
design, or one that cannot bear the ASME and NaBenal--J:>eafG NB stamping, details of the 
proposed construction (including shop drawings) shall be submitted to the Chief Inspector or 
Chief Inspector's Designee. Approval for construction and installation as a "Tennessee 
Special" boiler or pressure vessel must be obtained from the Board before construction is 
started. 

f4t wTennessee Standard Pressure Vessels. 

(a) Vessels constructed by an owner-user who is authorized by the State as an Owner
User Inspection Agency and who holds a valid certificate of 3uthorizaliGA Certificate of 
Authorization to use the ASME "*I".stamj:) Certification Mark with Certification 
Designator shall be stamped "Tennessee Standard", provided the vessels are: 

1. Inspected by an owner-user inspector holding a valid certificate of competency 
issued by the State; and 

2. To be used exclusively by the owner-user and not for resale. 
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(b) Such vessels shall meet all requirements of the ASME Code, Section VIII, Division 1, 
except that they are inspected by an owner-user inspector. 

Authority: T.CA §§68-122-102, 68-122-103, and 68-122-108. 

0800-03-03-.04 Installation Requirements 

~ illPermission to Install. 

(a) All installers of boilers or pressure vessels shall be knowledgeable in the proper 
installation of the boiler or pressure vessel they are requesting to install. 

(b) The company or person responsible for the installation of the boiler or pressure vessel 
(stamped lethal service) shall obtain an installation permit for the boiler or pressure 
vessel prior to any work being performed. An "Application for Permission to Install a 
Boiler or Pressure Vessel (stamped lethal service)", boiler room layout 
drawings/dimensions, Manufacturer's Data Report, and a copy of any applicable 
local/municipal building or like permit shall be forwarded to the Tennessee Department 
of Labor and Workforce Development, ooler InspocifoA-GMsioo Division of Workplace 
Regulations and Compliance, Boiler Unit. "Tennessee Special" boilers and pressure 
vessels are subject to the requirements of this rule. 

(c) All boiler installations between 400,000-12,500,000 BTU/hr (excluding hot water 
heaters) shall meet all the requirements of ASME-CSD-1. Boilers 12,500,000 BTU/hr 
and over shall meet any additional requirements of NFPA 85. A copy of the "Controls 
and Safety Devices" section of the installation application must accompany all 
submitted Applications for Permission to Install a Boiler or Pressure Vessel (stamped 
lethal service). Failure to comply with the requirements of this rule, without significant 
explanation, could delay the permission to install approval or warrant non-acceptance 
of the application. 

(d) After the application has been reviewed by the Chief Inspector or Chief Inspector's 
Designee, an installation permit shall be issued. 

(e) All newly installed boilers and pressure vessels (stamped lethal service) shall be 
inspected by a Deputy Inspector before the boiler or pressure vessel is put into service. 
The company or person performing the installation is responsible for notifying the 
Tennessee Department of Labor and Workforce Development, ~-lnspoGtion 
Qj.v·isioH Division of Workplace Regulations and Compliance, Boiler Unit, when the 
boiler or pressure vessel (stamped lethal service) is ready for inspection. The 
inspection upon installation by permit is subject to the fees in accordance with Rule 
gg~ 0800-03-03-.14(10). 

(f) A revised application shall be submitted to the Chief Inspector or Chief Inspector's 
Designee by the installer if there is a change to the original application. A copy of the 
original installation permit and supplemental documentation shall accompany the 
revised application. 

(g) All installation permits shall be issued for a period of twelve (12) months. If the boiler or 
pressure vessel (stamped lethal service) is not installed during this period, the 
installation permit shall expire and the file shall be closed. When a file has been closed, 
the installer shall be required to apply for another installation permit in accordance with 
subparagraph (b) of this rule. 
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(h) A boiler or pressure vessel may be installed prior to submission of the "Application for 
Permission to Install a Boiler or Pressure Vessel (stamped lethal service)" when it has 
been determined by the Chief Inspector or Chief Inspector's Designee that the 
installation is an emergency situation. Immediately thereafter, the installer shall submit 
an application, layout drawings/dimensions, Manufacturer's Data Report and a copy of 
any applicable local/municipal building or like permit in accordance with subparagraph 
(b) of this rule. 

(i) When it is discovered that a boiler or pressure vessel (stamped lethal service) has 
been installed without an approved installation permit prior to installation, the Chief 
Inspector or Chief Inspector's Designee shall notify the owner or user. The Chief 
Inspector or Chief Inspector's Designee shall take appropriate action in accordance 
with TCA § 68-122-106. The owner or user shall be assessed a special inspection 
fee set by the Chief Inspector or Chief Inspector's Designee in accordance with TCA 
§ 68-122-113 and Rule ogao:J:J .09(10) 0800-03-03-.14(10) Any owner or user 
aggrieved by an order or act of the Chief Inspector or Chief Inspector's Designee may, 
within fifteen (15) days after notice thereof, appeal from such order or act to the Board. 

+B1 mPermission to Reinstall. 

(a) Reinstallation of Boilers or Pressure Vessels (Removed from the State). When a 
standard boiler or pressure vessel located in this State is moved outside the State for 
temporary use or repair, the owner or user shall apply to the Chief Inspector or Chief 
Inspector's Designee for permission to reinstall the boiler or pressure vessel in this 
State. After the owner or user files the "Application for Permission to Reinstall" and it is 
approved, the Deputy Inspector shall conduct an inspection. When a non-standard 
boiler or pressure vessel is removed from this State, it shall not be reinstalled within 
this State without additional approval of the Board. 

(b) Installation of Second-Hand Boilers or Pressure Vessels. Second-hand boilers and 
pressure vessels may not be installed unless the Chief Inspector or Chief Inspector's 
Designee approves an "Application for Permission to Reinstall". After the owner or user 
files the "Application for Permission to Reinstall" and it is approved, the Deputy 
Inspector shall conduct an inspection. 

(c) Reinstallation of Boilers or Pressure Vessels (Not Second-Hand). The owner or user 
shall apply to the Chief Inspector or Chief Inspector's. Designee for permission to 
reinstall a boiler or pressure vessel in this State. After the owner or user files the 
"Application for Permission to Reinstall" and it is approved, the Deputy Inspector shall 
conduct an inspection. 

(d) An owner or user of the boiler and pressure vessel described in subparagraphs (a), (b) 
and (c) of this rule is subject to the f'8frnilting installation requirements in accordance 
with Rule OSGO 3 3 .03(5) 0800-03-03-04(1 ), and the Special Inspection fee 
requirements of Rule ~E-1-Oj 0800-03-03-.14(10). An "Application for 
Permission to Reinstall" form must accompany all permit applications for these 
installations. 

(e) For reinstalled boilers and pressure vessels with a current certificate of inspection, the 
Deputy Inspector shall submit a reinspection report in accordance with Rule OgOa 3 :J 
~-Idf 0800-03-03-.05(1Ql(Ql. The comment that the boiler or pressure vessel is 
"reinstalled" shall be noted on the reinspection report. The reinspection shall be a non
certificate inspection. 

QL..j3afety Appliances. 
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illLl'Lo person shall attempt to remove, or do any work on, any safety appliance prescribed 
by this Chapter while the appliance is subject to pressure, 

(b) Should any such appliance be removed for repair during an outage of a boiler or 
pressure vessel, it shall be reinstalled and in proper working order before the object is 
again placed in service, 

(c) No person shall alter any safety or safety relief valve or pressure relief devices in any 
manner to maintain a working pressure in excess of that stated on the boiler or 
pressure vessel inspection certificate, 

(d) Only the holder of a valid Certificate of Authorization for use of the NB "VR" stamp, or 
an owner-user's maintenance organization approved by the Chief Inspector or Chief 
Inspector's Designee, may repair safety or safety relief valves, An owner-user 
maintenance organization shall be limited to repairing such valves for its own use, 

(4) Pressure Reducing Valves, 

(a) Where pressure-reducing valves are used, one (1) or more safety or safety relief valves 
shall be provided on the low pressure side of the reducing valve when the piping or 
equipment on the low pressure side does not meet the requirements for the full initial 
pressure, The safety or safety relief valves shall be located adjoining or as close as 
possible to the reducing valve, 

(b) Proper protection shall be provided to prevent injury or damage caused by escaping 
vapor or fluid from the discharge of safety or safety valves if vented to the atmosphere, 
The combined discharge capacity of the safety or safety relief valves shall be such that 
the pressure rating of the lower pressure piping equipment will not be exceeded in case 
the reducing valve fails in the open position, 

l~_, Use of hand-controlled bypasses around reducing valves is permissible, If a bvpass IS 

used around the reducing valve, t~le safety valve required on the low pressure side 
shall be of sufficient capacity to relieve all the vapor or fluid that can pass through the 
bypass without overpressuring the low pressure side, 

teLL A pressure gauge shall be installed on the low pressure side of a reducing valve, 

(5) Location of Discharge Piping Outlets, The discharge of safety valves, blowoff pipes and other 
outlets shall be located and supported so as to prevent injury to personnel. 

(-Ii l§lApplication of State Serial Numbers, Upon completion of the installation of a boiler or 
pressure vessel, or at the time of the initial certificate inspection of an existing installation, the 
inspector shall tag each boiler or pressure vessel in the vicinity of the code stamping with a 
Board approved and Department supplied registration tag, 

(1)1 lllAccessibility to Code Stamping, Code stamping shall not be concealed by lagging or paint 
The stamping shall be exposed at all times, unless a suitable record is kept of the location of 
the stamping so that it may be readily uncovered when desired, 

\9l---f-r.ef!t!eflG)4lf-fftspeGtiens, ,1\11 boilerB-aRcI-plBSstlfo vessels subject to inspoctioFHlflcleHFle-AGt 
sRaUbefrl&pected-ifl-aGGeffianco with the-rBE!IolifeFHef}\&Gf-~"I\. § 68 ~H(h 
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fa}----~Gale_iRspeGlieFl&,~&_fefttIiFeEl, shall be GeHT4eG--eut-oo--ffiofe.-thaR--twG--R) months 
flfiOfffi-lhe-eJ?piratiofltlateBfthe--8-eFlifiGate-of-wi.iR+lHflB-lwo (2) m onth pe~ 
the expiration dateata--i+me--mtltualll'-B§reeable to tFle-jnspector a~ 

fll-)--- -E:*lefflfll-iRspeGliefl&-may-be-perlofmed--l:ly-lhe inspector during reasonable hours-aM 
withmft-flfiof-ootiftGatiofl~ 

tG-)----Whefl,-as-a--roslllt of extern a l-iAspeGtioR-Of-tletefmifla-tiofl--By-Blflof-Osjective--means,it-is 
the---ifl&POGt0f's of'i n ion that conlifl\JeE!--BPemlioo-of--the--ooi1ef--er--pre&S\Jre vessel 
G9fl&lrutes-a-4ali§er-to-1+fe-9f-i)ropoFly-,the-inspeGter-may mdor an intemal inspeGtiofl
~flI'iate-pfessure test, or both, to evaluate coRtlition&-ffi-sYBA--iflstaHGeS;--Ihe
_ner Of user shall prepare the beiiof-Or pfOssure vessel for such-fA-speGliefl& or tests 
astheinsp~ 

f'I-'l-)- Extemal--lA-speGti(}fl-Qisclosure of DeieGtive-Gonditions. If, bIflon an external in-speG\ien,there 
is evidence of a lea~Gk,--s\JffiGient covering of the boiler Of pressure vessel--sllall--be 
removeEl-~Glef-to-EIetefrRine satisfactorily-the safety of the boiler m-pressufO 
vessel. II the covering c3ffoot-&e removed at that time, the inspector may order the-eperation 
of the boiler Of pres&lIre--vessel-steppeG---until the covering caR be removed and Prepef 
examinatioo-made. +~eGlef-sha1l&o-f\otifieti-immediatel~ 

(42-)-WetifiGation of an Incident or Acc~QH>ha~Pf-omptly submit to the Chief 
lA-spec1er- a detailed mpOft--ef--al1)'-i-nsiEleffi--m- accident that---oGGu+-s to a boiler or pressure 
vessel. IR--tfle- event of a j9&fS&nal--ffijClfY,-iflGiGent, accident, of-explosion, the OWflQf--t)f---1dSQf 

shall----imrnodiate1y--gi-ve-- notice te--the--effiGe--Bf--Ihe Chief InspeGtoJc Neither tho bgilef--Of 
proSSUfO vosseJ,-nor any pa!i:s-themel,sha11 permission 
01 the Chief Inspector, except lof--lfle--purposo of saving-oomaR-1ife or limiting-GOfl&eq\IQfft-ia1 

~ 

fl::>)---1-fl&peG\ion report& 

ta}------Dej:wty-aOO~ial Ins poctef&-sHal1--s\J1::lmit to the -Ghief--lA-speGtOf.·Ofl--a-f~ 
by--\he-@oard, an iflilia1-iflspoction ropor-t·lorea-8-h-9oi1ef- and preSSUfO-¥QSBe~-1o 
iflspeGtiofHn-tffi s :;tate. Co m plote da-ta-shall--&e--stillmitteEl--efl-~-Io~1:ly-tha 
~rEl-fOf each non standard bO~fOSS\Jfe-_S&e~ 

tBJ-------b)ep\Jty and :; pe-cia1-lH&pectOfS shall submit-\o-the--Ghief-.lru;peG\ef--Qfl--a-fBfffl apr roved 
by th e Boai'G,-FeiHsj:Jesliofl-+Gports 01 su bsoqtJeR!+A-speGtiofls--ef--1delh-stendanJ-and--nOfl-
a-tandaFd-boiior-s-an-d-pre&stfre-v-esseI& 

~-l-nBjJeG\ion AgeRGies--shall----wlmlit ·-fopoFls-iA---3GGOrdIaflGo----witA 
soopa-ra-gr-apns- (a) and (b) of this --rute~-mpofl&--s4aIl-&e-fited--a&- provideE!--fn 
pa1'3Sfaph-f20) of this rule. 

(4}--l~opoFIs-roquirea--by subparagraphs (af,--f&J,-aOO (e) of thi&--ru1o---sAall-be 
sOOmitte4-wit~ty--f'\O-)-tIay&-aftej--tRe--Ga-te--of-+RSpeG\iQI1c 

{4-4)--~-f>res&lIre--fof-ExiGting-1-flSt-all-a1iofl&-Witff-tRe- apPfOva1-ef.-the-Gh iel In 8 rector, ony 
i-Aspe-Gte-r-ma dOGfOaSe the-maximum-workiAll--pr-es&llie--Qfl--~flY--e-xisling--inslaliation i!-the 
GOfltIilion of the boiler or pmssure vessel warrants. 

fl&)---Repairs and AIlefati0F\S~ 

(a)- -Re-paif&-andalterotiofl-s--5llail--oot-be--rnade---wfthoutthe-pmffifssien--ot-an-·inspOGtm 
empioye-El---by---the--A\Jlh orized . -1-n&peG\iBR----Agensy---respORSib1e--Iof--lh·e---·fA--SQrvice 
iR-spoction-.ef-the subjoct boiiof--of-PF8sSLlfO-vesBek-~h repairs BfltI--aItomtions shall be 
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G!ooB-jn accord a RW-WilMF\ei'latiGnal-gWfEl-lflspeGliBn-G~.~+rlSf'€Gler auth or~ifl§' 
th e repai r or altera\ioo-sfls~-Bigf\-tF\e4'lBGessaf)'-NaB9ftalBsafEl-"N€l-R"-leHn-or-lorffi& 

fG)-----+fle.-person, GorporaooR,-j:l3ftRBfShip or fifm performing therepair--w-altefatiBn-allall 
have a valid-!iGeflSe--iA--aGGBrdsflGe-witA-+cGA-§§-W--422 201 thfBtI§h-1>8-1-61-209c-lf) 
order to qualify for suG4-liGense,-the appliGaHt- shall have a valid--GBftifiGate--ol 
Abltlwfiz-atioo-lfBffi-lfle-Nalional goard for the use-BI-a--R€fl~mbol stamp. 

0-)--. A copy 01 the sigH04-aj:lf>lisoolo--"1'J-~or forms shall be sOOmilted to lhe Chief 
~Ior each-fBfl3if-or alteration perlormed. 

0Bl -.Safe-ty Appliancos. 

-(a)----No person shall-alteAifll--to-remsve,-nr do any work on, aR}'-&afety applianco prescribed 
lJ-y this Chapter while the a~e-i&-&ubjeGI to pressure. 

(b) :;)hould any such appliaRGe--be removed lor repair during a~f-a--ool8-Hlf 
1"res&tlre vessel, it-sflall be reinstalled and in prep81'-WBFkif\§-BfGer-be-lofe---lhe--sbjeGf-is 
again plaGed in service. 

(G) No person -sI1all-a1~r-saloty-felief---v.alvEl--Bf-f}res&llfe relief devk:es in any 
manner to maintain a working pressure in eXGess of -that slaled on tho boilef--Bf 
1"reswre-veswHrn;peGiion certificate. 

(dJ------GAly-tho hoi der oi'-a--valid--G&rtiliGato of aLltlwfi~fBr-tfse-sf-tF\e-Natiooal-l'lBard-',¥g" 
stamp, or an owner-tlSef-'&-maintonancG o"!}ant;atiBfl-approvedby--~ief--lflspeGlof,
may--rBf)alr saloty or safetY-felief-valvos. An owner user mainlenaRGe-Brganization sRall 
be-J.imileEl-ts repairing such val-ves--Ior-i~ 

f1-+) (8) Restamping of Boilers and Pressure Vessels. 

(a) When the Code stamping of a boiler or pressure vessel becomes indistinct, the 
inspector shall instruct the owner or user to have it restamped. The owner or user shall 
submit a request for authorization of restamping to the Chief Inspector or Chief 
Inspector's Designee on the appropriate "Replacement of Stamped Data Form". Proof 
of the original stamping shall accompany the request. 

(b) If the Chief Inspector authorized restamping, it shall be done only in the presence of an 
inspector, and shall be identical with the original stamping. 

(c) The ASME Code symbol may be restamped only by the original manufacturer of the 
boiler or pressure vessel in the presence of an inspector of the Authorized Inspection 
Agency who signed the Manufacturer's Data Report or a Deputy Inspector The 
witnessing inspector shall file with the Chief Inspector the completed and signed 
"Replacement of Stamped Data Form" with a facsimile of the stamping applied. 

{ill- Working Pressure for Existing Installations. With the approval of the Chief Inspector or Chief 
Inspector's Designee, any inspector may decrease the maximum working pressure on any 
existing installation if the condition of the boiler or pressure vessel warrants. 

(10) Supports. Each boiler and pressure vessel shall be supported by masonry or structural 
supports of sufficient strength and rigidity to safely support the boiler or pressure vessel and 
its contents. There shall be no excessive vibration in either the boil~essure vessel or its 
ponnecting piping. 
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(11) Ladders and Runways. When necessary for safety, there shall be a steel runway or platform 
of standard construction installed across the tops of adjacent boilers or pressure vessels or at 
some other convenient level for the purpose of affording safe access. All walkways shall have 
at least two (2) means of exit, each to be remotely located from the other. 

f'Ult- Condemned Boilers and Pressure Vessels. +fIe.-G4i~or or a Dermly-tRSj)8G10f-SRall 
siam~ny boiler or pressure vessel declared unfit-fuf-rurt~he letters "XXX" on 
eitllef-BiGe-4me- State numger~~tlGA-stamping (XXX 00 Xxxt·ffiaH·designate a _ndemned 
bei~essme vesseh 

\4-9j--lflSuranoe. 

(a) An insurance company shall notify the Chief InspestBl'-Within thirty (00) daY%-E}1-aI1 
boilers or pFeS&lJre vessels, on whish insura~, oancelled, not renewed or 
suspended. 

(b) An insurance.BOffipaR'f.sl'\alksnduct a~ed inspections to-bG~ers and-J*OSSl>re 
vessels that are covered in the insuraflG&'ilolicy, '.Wl8F8- premiums-lor-s~eGifu; 
inspection requirements are specified. 

M If a S~ecial Inspeclof-employed by the insl>r-ance com~any dOQS-.f\gt.~erform the 
iRstleBtiGn-~ubparagrapfl-fb}-ei'-t~R-f\inety. (90) days of-the 
O*pifation date of the certificate of inspOGtion, or required external-inspection Ofl.-8 

~er, a Deputy Inspoctor.may..be called upon by the~·~8Glof.to.jdBflofm 
stI4 inspection to determine the safety-GorBfl1ianco of &tIG11-boiler or pressure vessol. 
In the eVefft that a Dep~ Inspoctor performs an iHspoction on an insured 1:l0iler-Bf 
pressure VQsse1,-·the insuraRGe-wmpany-iFl-tf~IBIl be assessed a special 
if>speslieR-lee-s~flspeGtor in accOfdanse.with T.CA § 6g 122 t·hh 

\al---G0r~tlGt-iRSpOGoons of preSWfO...vessel&-fimt. exompt tIf14ef"~c.§·B&A62-WBj, 
illjli~ifl%_17"ualifietl.jBSflestioof'Bf&Of\RBl,~Q..iA.th~ 

fl:>}- ·Retaffi·_"lile-wIlere·the..eqHipmem·jsi~f\ffi-f8GOfd or copy of each of the 
1aies!·iRSpOGtiEH1·repofts·sOOmii\eG9y~FC 

fG-} .. ··E~&-af"i-tlBlivef...i<Hhe..ChieI'-I.BSflectBf.afKI those responsible for tho opefatioo-Bl 
tho"pre&StlfO- vessel a ffi!e . .,BpOft. of each-iffspeoooR,t&§'ether....wfth-aWGflJ'iale 
feClHifomE!ff\s.Bf~that result from.SlJBR-ifl&pestiof\Si 

(tl}-·-Fremptly notify·lho.Ghief.IflspeGl0r·of any pressure vessel-wniGh does not meet tho 
applicable requiremorlt&i.antl 

(ef· .. MaintaiA inspoctionreoortls,·which shall be reatli17.avaiJabte.lor Q)(3miRatiGf1.~Re 
GhieI~~f&-abflRe~ represental~~9Hsffies&hoH~~ records 
sIBlJ.include: 

'\.c· .. ~·-Ali&\.4oaGk pressure vessel Govered-by.the /\ot, showing a serial numbor and 
StIGh--ab1:Heviated desGripooflS.a~~&necessary lor identification; anti 

:&~ .... -+he date of tho last inspeGtioo·of.eaGh-HM .. Bfl4.tRe~to.l'Gf.[he.rnOO 
iflSpoG[ioo.{affived.~lying.th&approPfiale4'bIle&to.-aIJ.4ata.avai1able.wheA 

th&iRstl8f7tioR.feoor4i&~lete)c 
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W""--lf aSpeGiallnspeGlo+c;~~-fifsHAsfleGli(}fH)lanewFisk,{ifKIs"tFlata ooiler~er~&StIre 
vBSSGl,-GF"aR~aflfllliteRaf\Ge--ffiefeef,~i&4nstlGh-_f\Gitien-"~"Ris com pa n)I-WGWG 
rBfUS&mSblfanGBi" the inspoctor sRalI4m~Flief-tF\SpeGto1'-afKI""wl3mit 
a rOp0ftaoouttFle d elects. 

flJt---I·I;~lIPeFHflSP6Gtion, a ::;pecial~lnspeGtor fiFids-a~geiler~Bf-flf6~be unsale 
Ier"·f{jr.th~peraOO~,n~BMIIPfemp.tly-fl0tify-tFlfH)Woo~user a nd state-wflat~FS 
or other corrective measurBs~are~ffiEltlirod to bring the boileF-Bf-j}ressuro vessel into 
GGffipliaFIBe-With this Chapter."1Jnless tho oWfleKlF"·user-makes such ropair&-Br~ 
etFlor-Gerf~UfBSprBmptly,t~eGia+~HSflGGto1'-~3lHfFlfl~!iat<~flBi:ifv-tM 
~1Jnt~"S1ffih-"GorroGtions have been made,no further opeffillen-~I-t~ 
ooi1eH:>r pres8lIro vessel involved shall be permittod. II a certificate of ffi&pection is 
required and--i&--if}~{eFGe,-*-&F\aI~"w sblspendod by-tho Chief lr!sjdosIDr. 'Nhen a 
reinspection establishes t~"ooler or pressure vessel is safe to operate, lIle-GAieI 
lflSflG84er--shall be notified. ,II,t that time, a-Gertificate of insposlle~-twl1ere applicablo) 
may beissu~ 

(0) If~a-Sfleeial-+~OGtor,-while-making require€l-ffi&peGl~afe of any-etFler 
eeileHlr-j:}FOS&ure vessel ofl-me-"premises wi'liGh--are not rogistered-"in-aGGefclanGe-ftfl 
ap"HGal:Jj~aw,-Ile-sI1all report this informatkm"~te--the-ewner or UBer-Gf--the-ibefleF--Gf 
prG&Stlfe-¥Gsse1~afKl-to the Chief Inspe€IDf-\Iiithin thirty (dO) days. 

\af---Yflles&~otF\er""rra n goments a re made, 4ohEHlKamffiatiofl-!ef-afl-iB&jdosIDFs--Ge4ifiGare-Bf 
GOmpeteoc-y~tJe-tle1€1-~n-wnjunGlioo~ftf}a~flUa rterly-mBGtiflll-Bf~I*\e-<leafEl--at-stlSA 
1oc-aliefl""s-it~4esignate&c 

(9)Anawjic_t~orexamiAaiiofH;hajltlffifOedUGatiorH,mi-B*pefjGf1C~ID-at-Iea&~ 

e1tM{ellowinfr~ 

tcn~ __ -A4egfee#omanac£"edited&G~ifl~meGhaniGal enginoeriFlf3;-il~':fG3f-G{ 
GKjdGfief\£B-4nn€l-eSigf\-,GBflS!fU8{i_,~"O poratio n or ins pOGllen--ef~ 
OOHBrs-aooprBSsure¥esse1s, 

2oc--~~~A-€l-e§fee-"IFern-~aJl--acGrBdite4---SGilooI~-ifl---a-bra noh of eng ineeri ng BtF\er-\ilan 
FflBGl;aflic""l~rfflfr,er_""S&OGiato degree4n mochaniGal-teGlmelog>f,~"plt;& 
two years of B*f)erieoc-e-ifl- desig n , BGR&tfb!GtieR,~peratien-Bf-lF\SpeGl~~ 
pressure boilers and pressuro-ve&sols; or 

(it In high pressure boilor an4-flressllFO vessel oonstruolien-eHGpailTOr 

(il)~-As an operating~eRffiReeHf\-Ghar9B" of high pressure boilGKlp8f3ltier\ic~r 

(B)-AAi3flfloc-alienlere-xamIAaiioA-shall-tJe--sulm\ilted-t>fl--tf\e- form presGril:led-~tI1€--GAiel 
inspecterBt leaGlfBfty-llve-(4€})€Iayspriertethe--wteef~-Eaffi-appliG--alioo 
shallooac£Bmpanie€l-9y"a-FlG~un€laeleleeelBnB-Hun€lfed4ollaf&-~~Q,* 

(€I-)~ Ttle-Boar€l may-~+ejeGt-any--appIiGation ···GOHtaifliHg~-a~willfully--false-f}f~fBistear::liRff 

slalemBnt 
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tet-ThB-B0af4-sAali-aGmiFlislefc-kHttlaHI~l&-a-wFitteA-o)(a m inatioFl-tlea1iF\§'-witfl 
tfle--wFIStruGOOFl,ffi3iffieFlf!f\G&,--amI--fej)air-t>f boilers -aOO-rressu re~I&-aA4-tflBir 
~ppurtonancos. 

fl1----+~i¥e--eJ{affiination of an- applicant WRB-ooiG&-a--¥aii4-Bommis&ioo--of 
GeffiI~oleHBy--Ifom a state that has-a-stafltlaFE1--ol-examiflaOOlH;uilstaffiiaily 
eEtH8l-tG--lAal-Gf-tru&-i'>tato, and a valid -GOfRffiiBsion and Gu~on card issued 
~-National Eloard-c 

(2.) CeFlificate of~loRBy and Identification Card. 

ta1---~to be eli§iblo- to recoive a certificale of cOmj:>E>lency, tno applicant shall be-ifl 
tRe-regular emplBymont of, and exclusWely engaged--by,an-Authorized Inspoction 
A§&ncy or Owner Usof--Inspection AgoflGYc-

fb)- ,II request for a ceFlificale 01 GOmj:>Ole~n card shall b8-SiJ.bmittsd-tly 
the employ-er on thE>--Iofm-iJrescribed by th-e--Ghtef--l-RSf'&tor. The roqblE>Skhall-bE> 
aGGOffipanied by a nC}Flrerundablo fee of fift.y-EIBllars ($50.00). 

(c) VVh-eH--the holder 01 a certificale of wmpetency ceases to be employed by the 
o~n which requested the certificate, tflat-Gf§afli;;atien shall rwm-th-e-BertfliGate 
of competency and valid identification card-cto the Chief InspectoFc 

t4)- Identification cards shalltle--feflewa9le annually by appliGation-of-~~+h-e 
application shalf-b&-BlffimiUed not later thaF\--QeGOmBef-;J-1 01 oach-year, and shalf-b& 
accompanied by af\8f\f8lundablo-fee of twenty live dollaf&($25.QO) for each cafd-c 

<-:Mj--GGR#is~teresl. An inspector shall no\-Bflj}age--iJ+ tho salo 01 any serviGe, article or device 
f8~loFs, pressure vessels, or thoir 8f'f'lJfleflanBO&c 

Authority: T.CA §§~;u).2;-4-{}-202(a)(:J), 68-122-102(8), 68 'I-2c2-'I-02c(Sf, 68-122-103, 68-122-104, 68-
122-106,68-122-107,68-122-108, 68-122-110, 68-122-~ through 68-122-113, and illl-122 116 68-
122 -11 5. AdministrffiivB-Hislery~--Griginal-rule-lilod-cMay--1-6-,1986; elfectivo--JlH1o--i-5, 1986, (Form-of1y-Mo
O:;zg{) 2 11 03) Am-efI4meF\\-iijed-MBffih-27,--1-~J~-AffiB~May-7, 
4-092-i--efIeGtWe--August--2ll,--+9-9-2_--Amo-rlGmeF\t-IileE1--JUFlB-c2+,--2OOG;--effeGtive October 2 8,-200Go 
Amendment filed M3fGh--:-lo,;u).01-;-ef-fBGti¥O-JuI-y-3(),-200-1-,--!\mendmem-Iiled-J_~ 
October 28, 2002. Ropeal-aA4-new-rulo-.filod-N-evembef-:1-1-,-2005; effective March 30, 2006-, 

4W9-3-;Wl4-GeflBf3I~-emeffi&, 
0800-03-03-.05 Inspection Requirements. 

(1) Notification of Inspection 

(a) Certificate inspections, as reqUired, shall be carned_out no more than two (2) months 
prior to the expiration date of the certificate or within the two (2) month period following 
the expiration date at a time mutually agreeable to the inspector and owner or user. 

(b) External inspections may be performed by the inspector during reasonable hours and 
without prior notification. 

(c) When, as a result of external inspection or determination by otller objective means, it is 
the inspector's opinion that continued operation of the boiler or pressure vessel 
90nstitutes a danger toJife or propert\!., the inspector may order an internal inspection 
or an appropriate pressure test, or both, to evaluate conditions, In such instances, the 
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owner or user shall prepare the boiler or pressure vessel for such inspections or tests 
as the in2Qector designates. 

(2) Frequency of Inspections. All boilers and pressure vessels subject to inspection under the Act 
shall be inspected in accordance with the requirements of T.CA § 68-122-110. 

f'I-) (3)Preparation for Inspection. The owner or user shall prepare each boiler or pressure vessel for 
inspection on the date assigned by the inspector. Whenever necessary, the owner or user 
shall prepare for and apply a hydrostatic or pressure test on the inspection date. The date of 
the inspection shall not be less than seven (7) days after the date of notification. 

(a) The owner or user shall prepare a boiler for internal inspection in the following manner 

1. Draw off water and wash the boiler thoroughly. 

2. Remove manhole and hand hole plates, washout plugs and inspection plugs in 
water column connections (as required by the inspector). Cool and clean the 
furnace and combustion chambers. 

3. Remove all grates of internally fired boilers. 

4. Remove insulation or brickwork (as required by the inspector) in order to 
determine the condition of the boiler, headers, furnace, supports or other parts. 

5. Remove the pressure gauge for testing (as required by the inspector). 

6. Prevent any leakage of steam or hot water into the boiler by disconnecting the 
pipe or valve at the most convenient point, or any other appropriate means 
approved by the inspector. 

7. Before opening the manhole or hand hole covers and entering any parts of the 
steam-generating unit connected to a common header with other boilers, close, 
tag and (preferably) padlock the steam-stop valves; and open drain valves or 
cocks between the two valves. After draining the boiler, close, tag, and 
(preferably) padlock the blowoff valves. Disconnect blowoff lines (where 
practicable) between pressure parts and valves. Open all drains and vent lines. 

(b) The owner or user shall prepare a pressure vessel for inspection to the extent deemed 
necessary by the inspector and in accordance with the applicable procedures outlined 
in subparagraph (a) above. 

(c) No employee or inspector shall be permitted to enter a boiler drum or pressure vessel 
until the plant inspector or supervisor and the person entering the pressure vessel have 
confirmed that all stop valves on inlet and outlet piping (not vented to atmosphere) 
have been closed and tagged. When not valved, the piping shall be disconnected or 
blanked. In addition, plant personnel shall make appropriate tests to assure that there 
is no oxygen deficiency or hazardous or toxic gases in the drums or pressure vessels 
to be entered by the inspector. The oxygen content of the breathable atmosphere shall 
be between 19.5% and 23.5%. 

R1 (1)Boilers and Pressure Vessels Improperly Prepared for Inspection. The inspector may decline 
to conduct an inspection or test, and withhold or suspend the inspection certificate, if the 
owner or user: 

(a) Fails to properly prepare a boiler or pressure vessel for inspection; or 
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(b) Fails to comply with the requirements of this Chapter pertaining to pressure testing. 

(5) External Inspection Disclosure of Defective Conditions. 

t3) (a) If, upon an external inspection there is evidence of a leak or crack, sufficient covering 
of the boiler or pressure vessel shall be removed to permit the inspector to determine 
satisfactorily the safety of the boiler or pressure vessel. If the covering cannot be 
removed at that time, the inspector may order the operation of the boiler or pressure 
vessel stopped until the covering can be removed and proper examination made. The 
Chief Inspector or Chief Inspector's Designee shall be notified immediately. 

{!:Ll Jacketed. If a boiler or pressure vessel is jacketed so that the longitudinal seams of 
shells, drums, or domes cannot be seen, the owner or user shall remove sufficient 
jacketing, setting wall, or other form of casting of housing to permit reasonable 
inspection of the seams and other areas necessary to determine the condition and 
safety of the boiler or pressure vessel, provided such information cannot be determined 
by other means. 

(41 {f2 Lap Seam Crack. A boiler or pressure vessel shall be immediately discontinued from 
use if a lap seam crack is discovered along a longitudinal riveted joint of the shell or 
drum. Patching shall be prohibited. (A "Iap seam crack" is a crack found in lap seams, 
extending parallel to the longitudinal joint and located either between or adjacent to 
rivet holes.) 

(6) Special Inspectors - Notification of Unsafe Boilers and Pressure Vessels. 

(a) If a Special Inspector, upon first inspection of a new risk, finds that a boiler or pressure 
vessel, or any appurtenance thereof, is in such condition that his company would 
refuse insurance, the inspector shall immediately notify the Chief Inspector or Chief 
Inspector's Designee and submit a report about the defects. 

~If, upon inspection, a Special Inspector finds a boiler or pressure vessel to be unsafe 
for further operation, he shall promptly notify the owner or user and state what repairs 
or other corrective measures are required to bring the boiler ClJ:.J2@ssure vessel into 
compliance with this Chapter. Unless the owner or user makes such repairs or adopts 
other corrective measures promptly, the Special Inspector shall immediately notify the 
Chief Inspector or Chief Inspector's Designee. Until such corrections have been made, 
no further operation of the boiler or pressure vessel involved shall be permitted. If a 
certificate of inspection is required and is in force, it shall be suspended by the Chief 
Inspector or Chief Inspector's Designee. When a reinspection establishes that the 
boiler or pressure vessel is safe to operate, the Chief Inspector or Chief Inspector's 
Designee shall be notified. At that time, a certificate of inspection (where applicable) 
may be issued. 

(c) If a Special Inspector, while making required inspections, becomes aware of any other 
boiler or pressure vessel on the premises which are not registered in accordance with 
applicable law, he shall report this information to the owner or user of the boiler or 
pressure vessel and to the Chief Inspector or Chief Inspector's Designee within thirty 
(30) days. 

(7) Condemned Boilers and Pressure Vessels. The Chief Inspector or Chief Inspector's 
Designee or a Deputy Inspector shall stamp on any boiler or pressure vessel declared unfit 
for further service the letters "XXX" on either side of the State number. Such stamping (XXX 
00 XXX) shall designate a condemned boiler or pressure vessel. 
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t&H.lllPressure Tests. 

(a) A pressure test, when applied to boiler or pressure vessels, shall not exceed one and 
one half (1 %1 times the maximum allowable working pressure. The pressure shall be 
under proper control so that in no case shall the required test pressure exceed that 
which is allowed by the applicable ASME GCod§ of GConstruction. 

(b) During a pressure test, the safety valve or valves shall be removed, or each valve disc 
shall be held to its seat by means of a testing clamp (not by screwing down the 
compression screw upon the spring). A plug device designed for the purpose may be 
used. 

(c) The temperatures of the water used to apply a pressure test shall not be less than 70°F 
and the temperature during inspection shall not exceed 120°F. 

(d) When a pressure test is applied to determine tightness, the pressure shall be equal to 
the normal operating pressure, but need not exceed the release pressure of the safety 
valve having the lowest release setting. 

(e) When the contents of the vessel prohibit contamination by any other medium or when a 
pressure test is not possible, other testing media may be used providing the 
precautionary requirements of the applicable section of the NBIC are followed. 

illL Notification of an Incident or Accident. The owner or user shall promptly submit to the Chief 
Inspector or Chief Inspector's Designee a detailed report of any incident or accident that 
occurs to a boiler or pressure vessel. In the event of a personal injury, incident, accident, or 
explosion, the owner or user shall immediately give notice to the office of the Chief Inspector 
or Chief Inspector's Designee. Neither the boiler or pressure vessel, nor any parts thereof, 
shall be removed or disturbed without the permission of the Chief Inspector or Chief 
Inspector's Designee, except for the purpose of saving human life or limiting consequential 
darT[age. 

(10) Inspection reports. 

(a) Deputy and Special Inspectors shall submit to the Chief Inspector or Chief Inspector's 
Designee on a form approved by the Board, an initial inspection report for each boiler 
and pressure vessel subject to inspection in this State. Complete data shall_be 
submitted on a form approved by the Board for each nonstandard boiler or pressure 
vessel. 

(b) Deputy and Special Inspectors shall submit to the Chief Inspector or Chief Inspector's 
Designee on a form approved by the Board, reinspection reports of subsequent 
inspections of both standard and nonstandard boilers and pressure vessels. 

i.£L Owner-User Inspection Agencies shall submit reports in accordance with 
subparagraphs (a) and (b) of this rule. Said reports shall be filed in accordance with 
Rule 0800-03-03-06(2) 

(d) Inspection reports required by subparagraphs (a), (b), and (e) of this rule shall be 
submitted within thirty (30) days after the date of inspection. 

fat-- --Eaffi-alAemaliGaI1'f-liFeEl-boil8f-sl"laIJ-Be.BC(-tIij3pe4-wilh-on&-oHnGfe-aill&mali&iGw-walef 
<uel---GUiG·ff··--4wiGe- GO nlo rrniflg---tG--ifls-..-f8quifements oI'--N'>ME~t,---1atesi 
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e4ilifm/addeOOa~leEI-9y-{~+I-a-wate+fB~ice is installed, it shallw 
sa~{;-eF\&tructed-1Rat~·tl1e-water-it11ef va Ive ea nooi-feetl--wa!ef-iFllG-me-OOileF--lRFeU 9 h the 
jleal--BhafFlBeF,-aFld--se-iGGatB4-~-te-~EfYisi1e- leed'Nater.+he--lewesl--saIe 
watefIi~iEI-flal-ge-iGw8f-lhaF\-lF\e-Iewest-visl~rt of the watef-§las& 

fB1----Stlffi~IuBI-ar-lee4wa\ef-GOf1tfOi-€le\llea-rnay-Be- attached directly to a boileF,Of-Iof-lGw
~llie-geiief-\o-\F\e-\a~OFliR§&-f'rovided lor at\achi~-a-water glass directly-la-a 
boiler;-f'rB\lidad~GFlfIBGtjGFI&-ffom--tlle boiler ~-f\GRfeFFeblS-\ees or Y's--RGt 
less-~-if1Gl1--pipe-s~Ae-Beiler and the water glass, so that the "."ater 
gless-is attached -(jir-~v-aOO as close ~ possiblem-thaBoiler. The ~l-fHwJes 
sha~-Be-feametl-tG-fujj size cliarneterc 

fG) Desi§flS-embodying a II oat and Ilwic-lJowI-sAall have a vortleal-s~H 
f'ij:>e-at-ih Elualj;gFlg-f'ifle con nectioF\&-by-wl1j~ 
the-eEjBalj"~n be flushed-aHd the device tested. 

FA----Pressure Reducing Valv8&c 

(a-}----Wilefe--pressure redUGiFlg-valves are usod, one or fFlore salety or salety-feliof valvos 
&haI~O¥id€d~~ressure sidB-t>l--iho reducing valvo WfleH-tha-f'if'iH§'--or 
~fFlent on tRe-J~re-si~irefFlents Ior-ihe full inilial 
wessure. The safety or-salely relief volves-s11all be located adjoining o~ 
f'OS&i91e-\&~theroducing valve~ 

(BJ----P-roper~fJfoiectioH-&halJ--be_f'rovidod taprevent~~~ escaping 
1JaflGf_lluid-lfom-the-disGnarge of safoty or safety '1alv8s if-veFltod-\o-\flB-alFAGSpAeffi, 
The GOfFlbined-di&GAafgo capacity of the safety or saioty-r-oilef-¥alves shall be sucMhat 
lhe prossYfD-ffiling 01 tho lowor pressure piP~fPfFleFltwiH-RGt-be-eJ{Geoded in case 
jflB-rodlffiiH§'--val¥e-foil&~i11-th&GflB!1-ilG~ 

fGf---~--YSB-o~4afld-8_tro lied bypassos emu n d rod Y<;iRg-vams-is-peFfFlis&i&~-i& 
Y&ed~",f8Yf\d-the-rodUGiB§'--\I8lve,-the-~foly--vaWe-f8EIYired-oo-thB-lGw-f>ress u re sid e 
&hal1--be of s ufficient Baf'3G+lf-!<Helieve-af~~tAe\l8f'OF-{}f~flyi4-ihat~G",n-pass-throu§4the 
~ff'FO&&lliinf}the~·Iow-pres&l!fO-sidBo 

(a-)--~+F\e-bfowdGWH-irom-a-boflefCerOOlef&-ilmt enters a-sanitary sowel' systefFl Bl'~biGwdGwH 
wRiGh-is-Gonsiderod~Fd-{e~fleBl'f}fBf'orly-sAa1I-f'3&&-th mug h so me-lorm-o~OOwGff 
Oftl*iprnent that will-rodtiBe pressure-aRd-\efFlperatuF8BS-F8Eftired hereunder~ 

.ch--~-+fle--t_i*'fatYffi-ef-thB-waler loaving--th&~ tJlowoff ~OE!UipfFlent~s4aiI--flGl excoed 
1M"F~. 

2~- The prsssw-o--ol the blowdowR--loa¥ifl§'~-\ype of blowoff eqYipfFleffi-~~_t 
oXGoed~-&-psi§C-

".----AlI-~blewoi'f~t-shal!--Be--fitled-with-~-3j)8nffig&_to_-facilitate Glean ing and 
inspectiGnc 

~9}~-~~OGaliGH-of-Pi&chari3e+'if'ifl§'Qutlet&.~The-4i&c-iharge-of-safet'Y-"afve&,l:l1Gwofl-f'ipB&-and-ethor 
oot1els~a11-Be-+oc~B4ffi14-&!!lpGftedro~a&taf'fe\i8fftinjt!f.y-to-fJerson n 01_ 

fl-G}--Roflaif&-oF-Aiterations. 

280280



fa1--~ssaFy-ropaiF8 or"lterotiGn&~"ro-maEle,-_-if1£pectoF empl0ye4-by~~ 

aythorized inspectiGR-agBncy f8spoRBiJ:JIEf-IOf-the--ifl-sePiiGe- inspection O~f-Bf 
\!E>ssEfl-~~aM-~e--Goosylted. After suoFl--!Bpairs or alterotiGA& are made, they BFlaIl--ge 
fEWieweEI-afl€i·.feund 3ccopta9lB-1:>y--tRe-authefiRF\§'-fnspoclor. 

(i3-)- Repaifs--shall-t&-made by an organ~tion holding a ~1--Naliefla.l-BGarO--REfpaif 
GerlfliGate4Atfthe~R-afl€i-ffie-liGense reqtllr-e4-9)'-Ry{Ef-~~)fbj, 

(c) Alterations shall he- made by an Grga~ti0A-hetdlfll}-8-BtI_t-lllaOOf;aWleafEi-Repair 
Certificate of ACflhorizalioR-afl€i the licens~ule agOG :§-J-.-03(15)(b). 

(d) In the application of--ri¥eleGl-- patches, the desigrl-Gf-1Re--paffin and the-rnet~.f 
installation shall--tJe in accordance with the Natic>flai--BB3fEI--H'lS.f>E>GtlGrHM:I-e,-41m 
edition as amended. 

f'l-'I-)--~GFt&---€:-3Gh boiler and pressure vessel shall be supported- by masonry or structural 
~fOflg\A-and rigidity-to salely supporl-the-boiler or~re vessEfI ami 
its contents. There shall be no excossivB-Vibration in eilflef--the boiler, pressure vessol-BHts 
connecting piping. 

-+12) Eioiler..Q<Jor Latches. 

fa)-----A--wateJ'illbe boiler shati have firIAg doors of-lhe~~ffiward opefliAF-typo, unless SlIGh 
door.s-are-pr~l-and effective latching or fastoniRl}-tIeviBes, or aro 
otheAIviso-so constructed as to prevent them;--wrnm-GlosE>4,-1Fom being blown open by 
pressure On-\he-ICffRaGe-si4& These latches or faste~-be-of the positive self 
lGGI4ing typo. FFistiofl--GOOtaBis,latGile&,-oroolts actuated by-springs shall not be ysed. 
TF\a-.folB§'oiAff~fE>€jtliremBRts-for-latGhes or fastenings shall not apply to Goal openings 01 
Gowl1E1raft or sil11ital'.f+>rnaGos~ 

fl*---AllnotRBf-t!oGr&, .. ~--&xpiosioo~4oof&, not used ffi-lhB-.firing of lhB-ooller, ma)'-be 
pFO¥iElBEl-wAA~OOIts-.ia&l~&in lieu of solf IOGkffiglalG~40\1iGBS-

fGt-- ~~iGn-doof&,-#-w;OO-aflEIjf localed in the settins-Walls-withlA~7-.foE>t-0f-lhB-firln§-!100f 
or oporating-pIatlOfms-BFlall-B&provided with substamial-4eiIOGtBl's-to-El·ivBrl-lhB-blast, 

faf- ~-Whel1- bo i lers -aro--replaGE>G-~~--f\BW--OOijers~~~in&talIoElnffi-Bithef--E>Xistirl§i-Of--ABW 
blli~~rt--flei§'Fll-4~al-~~~~I'eE>hshaU-bEf-·pfEWitle4-oolwE>E>A-the-top--Gf-the-BoilGf 

propor--aml--too~Gf-fOGf,3f\4-at least g..·.foal-beiwE>E>fl-atf-siEloB-4~the-ooi1Br-amI 
adjacent walls or other-slrYBtCfre&-ggjjers-aflEl-~pffissure vessels flavlfll}-manlloles--shaM 
RavB-& .foet clearance .from-the-maAAolE>-opOl1iAff-aflEl any wall,-GE>iIirl§-Bl'~pif}ifl§-ihal-w~1 
prevent a person Irom--B~h0-90iiE>f'-{)r vessel. -Al}~ooiiefs--aml--pressure vessels 
shall-bEfso .. located that adeqbl3to-spoGE>-Wi1Ioof'fGVided for the proper operationBf-tho 
boilors and PfOS8ure vessels aoo-their--afpCfrlenancE>S-Iof-tRe-iAApection 01 all surfaces, 
illbE>S--wale!waIls,-BGOflB m izors, piplAg-~a1vE>&3f\4BthBJ'-~,-~<mdIof-the 
necessary maintenance, repair and .. rej3l3G8f1'\Oftl-of~ 

fl*---A~3fi_frorn-tho-fO'lu-ifE>mOft~s-o.f-ta1-aOO¥e-may-OO-+SS\J-Od--9y the C h ief----im;pE>Gtor 
for-4Fla-ffistal1atieI'}-4~rt-·~-HBalffig,-FIot--Wate-r..t4eatffi>r,---f,jgt-\Naler ::; up ply, or 
IJRliret1~~tE>3m··oolBFB-o~·IJf1#red-f'ffiSSCfro-lJE>ss€;~--Al1-fO'lCfOSts-mCfSt~to 
IhEfC hief~lnspEfGtor-p ri e r to i rlSt-atia tiOF>.~ 

281281



fM)---~F&-afl4R~OFH1BGessafJL4Gf-safely,-tflBf&~II£e-a-stee1- runway Bf-plalIGffH 
ef-s\a-rl€IarG-eoFlSlrtl&tioR-·in&ta lied across thBtops4-a<J jace nt boi leFS-erPfe&&u~_sse~s·or--at 
&GfH€--e\-ROf-GGIWer>ient-levello r the purposo-et-aIIordiflg-sale-aGcess. AI!--walkways-s-F\all-flave 
at-1east-twe-meaf\&-el'-€OOl;-each to be rOfHOtely located frBff\--tAe-e-thOfc 

(15) ExitIrOffi-~em--AA-y boiler roOfH exoeeding--5GG--sEtuare loot 11El0f-~t-amiRg 
OflO---GF--fHOfB-bofiers having a luel burning capacity---ef.---1-,QOO,()GG-B+Whr., or equiv-alerlt 
electrical heat inpul;-Bfla1l-have at Ieast-lwe-fHOaFl&-ef..<3*itc-E-ach--ex1I--Bhia11--Be-FBrAO!eIy-1eGat 
from--thB--ether. Each elevaoon--in--&uch boiler roOfH shall have hvo fHeans of exit, each 
fOfl1o\ely-lesale€l··froffi-the-GthOfc 

fi6) Air and Ve-Aiilatioo RequirofHents -Gembustion Air Sup~fl4-Ventilation of Boiler Roorn-A 
~ourGe of outside air shall be provided for each beiloHoofH to perfHit satisfactory 
~f-\he fuel as-well-a&~-ventilation 01 the beileF-roofH undeF-flOrfHal operating 
GOruJitiofl&.· 

(3) Total requirements of the burners ~ired-pressure vessels in the boil~ 
lle--lISOEI--te-detormine the louver sizes, w-Re\hef-fueEl-·by Goal, oil or 9a&i--hewever,the 
mffiifmlm--AeU~lotwered area must n-o\-fle--Iess than one square foeHhe-followiRg 
tall!e--or-foFmula shall be used to de\offfifne-1i'fe-fIOt-1Buverod area in sq8af8--loel:-

lRjdtll 
ElT1J/IoIoo+ 

&GG,QOO 
1,GOO,GOO 
;1,GGG,OOQ 
~GG,OOQ 
4,OOG,OOG 
&,-OOG,GOO 
6-,OOO,GOO 
~ 
&,GOO,GOO 

Gf'-M=-J:l+lJg*2~ 

Required-Air 
Cu. Ft IMffi.-

~iO 
:C5Q 
500 
+5G 

4,000 
4;1B0 
4,-5QG 
-1-,.{.fiG 
;1,-000 

.1-0,-000 
Mffi.--I*4-LetlVOreEI--Ar~Strf'.j.+=.g:M 

-JOO 

Min. ~lot Louvered 
,II,rea aqFt-

-1-.-G 
-1-.-G 
-1-£ 
U 
M 
4A 
&.-G 
1M 
M 

fllf----WfleR-meGhan iGaHien-tilation-i&lISOEI--ffi-lieu-4-&tl~-a00ve th e supply 4 
oornllwtien---aml-· vonti latiOR-·-aif-...{e·-the--ldGii&r--reom-·-af\EI---tho·-lf~e 
interlocked willi-too-fan-se--the-1ifiRlJ- device will noi-eperate-wit-h-the fan 011. The velooity 
oI-lhe--air-throu-gh--the ventilatieR-leR-.sf\aU-not excoeG-WG-lee~e, and the total 
air delivered sllall be eqtJoi-to-GF-gf03tor-than show-R-ifl-stlll-paragraph (a) above ... 

f1+j--Ga&..@tlr-n-or-s-.-----r::er---iRstaliations--which are-gas firefl,-lF\e-OOmers used -sh-all--oon-form--lo--the 
3ff>licalllO--fGquirement-&-0f the ,II,morican Gas·-AssoeiatiGr\,---er---Gther nationally rocogrli2'e£! 
stan-dafEls-aooeptable--te--the-OOaJ4 

fW)---I"reve!1-tieA--F-tfrnace Explosions. Fuel burniAg-equipmer1t,-the related sal~ 
cemr-01s-,aFl4-theif-eperatioo-~ be in aCGOHlanee-with--the-requirements-of.-ASME CSD 1, 
or-tho-NFP-A-1l&-late&t-ooitie~lly-the-.ggard, as applicable. 

f-1-S)--F'4rod--Jac~.gteam--Kettles. F-ifed-iaGkotoo-sleam-·keWes-may-be- Gonstructoo-Hn-del'-the 
fulos·BI··the-ASME--P-ressuFO Vessel Code,·.geelien--V-I-I+,·-provi4eEl-the followiRgrettt'irements 
are-met: 
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tat----Wel4eGj0iHtsfR--GOfflaBt-wftR--j:>redtlGts--al--oomb ustion s halloo-0f-+YJle-No _ 1 of +WI€! 
UW-42,Al>ME--Gede, Section \,lUh 

(e)---Wh0rl--fl31'lS-suBjeGted---to pressure--are-maGe-4-Gaf1:len steel ma\eFia1,-tRe--mmfffildffi 
tRfGkAess--sh0Il---ll6-04 inch _ The minim UFf\---tnit*ness--of--stairuess--steel or FlOflfefroos 
pressure pafls-&naJH:Je as specifiod ifH-he---atlf'l-iea9ie---f}arl--0f Subs8ctiOH---G,-Al>M€ 
G0dB,SeGtfoo-Vll-" 

(0) VVh0f}--ff}--ooFllaGl--w~h products of combustfoo,-Garb0n steel material shall--be-f'ressure 
\I&~a~ty-aFfd--auslonitiG stainless steel pafts-&hale-be--eM\~r 
Gtaem;cecl--gfad-e& 

fd) SlruGWra-§fado carbon steol shall not be used for aRy pressure part 

(-e-}----+ho operatiflg-f'ressure of Ihe jacket shali-flot exceed ~ 

(f) Vessels consll'uGi0d-t!ndor this rule shall--lle--inspected by an auth0.ffzod inspeG~ 
l>uGh vessols ma.r~e+-afO-R0l-aGGef'labb 

(hj-----+h0-Gaf)aGity of tho safely-valve-+R--!lounds of steam per hour shall bo at loast o~ 
the--1'l+lJ rating of4~ivided by 1000_ 

-1c-----A pressure galJ9Bi 

b A water g~lassi 

;h-----A-sepaffiteBOOflecti0R,-fit\eGwi#l-a-Gh0Gk-\laWe an d stop va Ive, fa r -ad-diA§'-watof 
10 the jaoket; 

+-- An automaH&--!}a&--vaWe--G-aRtffilled by pressure or temperatblre--l0 maintaifHh0 
steam prossure-m-tA€-jasKel-beI0w-th0-sa~tif!§ 

&c---A-lGw-wator cutoff thai--wilI--Gul--Gff-th0-fuol to the burner if--tRB-wateF-iR--th0-~ 
Elfors belGw--tAe--IGweGt--perrnissible waler-Ievel---3S established by th0 
maffilfacjuf8fi-a!14 

6_ A safety ril0t-Bootfo(th0twill-~the fuel {B-botMh0--main-oomer and ~00t 
oornBl'-i!+-B3S8-ffi-jdi 10l-f1 a m e fa filofffi-

~~trk;--geHer&,---AII appl ia ncos req u i red-fer---eieGtffG stoa m bOflers shate--ee---aitaGh0d--in 
3cGordaRBe--with--th0-f0IlowiRg-fule&-

(a1----T-he-iJrOtfOOf1 9 of Ih e ooflef-shall--Be-flermanenlly-faslened-_-_illiri-of-th0-boi10r, 
anG--sflall-be-9Tounded in accordance wil4--tho National ElectrfGai-b0de,--i'4FP/\ 70_ 

(e)- m-Asuilable sGr88fl-0F-gtlflrG-shaH-eoflrovided arounG--iligh tension bushings; and a sign 
sh0II-Be··p0&ted-wafFling-0f-hi§4cyoJtag&--T-hi&~-B0-10Gated--#lat--jj 

will--b&·ifRflO&GibI0··I0f-a·fIYOOQ--W01'lOOg-aro1ffid-{he--1mHer·-l0·~&-ifl-BOOtaGt 

wilh-the-4iWl-l&RSioo-GiFw~.fiA9--lh0-ad~ of safot)' valves,-tAe-powe-r-aifGllit 
to-th0 bo i ler shalJ--be-ep8!1c--The-eoi18f--ffiay--lle-illl4er-steam-ar-wateF--pfGS&Uf0;-l:ll!!--lh0 
power-line-shall-Be-Bp0fl-while tho-a~-maIOO§-the41eGessary~t&c 
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fG}~+flemifll_~safBiy-\la1ve-0H>alely~~FBlief--\la+ve-reHevitl§-~Ga!,aGi\y-f0r electric boilers 
6hall~POOM&-f>Of-lloor-~ilm\'att input-

f2-1-)-e:lue~Con n eCliooo-Eaffi--§B&-fifetl--OOiler-sRa11 be eqLffF>pGfi-witR-a-VeAt--er--tltio-wruciH>AaJj 
lerffiiflate-at-aJw~ta01e-leGalieFl-ffillsitle~A<Hli~f the vent or flue sRal1-lle 
tha+~_ended by the boiler-malwfacturer. 

fa1-,~~-AflGWOfw~mg-ef,oither-&~-e~~. of heat absorSing surface or 
9f83lef-shaIl-oot,~ee--eperated-f<lf-ilOfied&-ej'~~~ 
being checked ~-arH:!tteOOant-who has be~r-i~ its operatloo, 
f~hethar-the-boiler is equipped with automatic feedwater regulator, fuel or 
damper regulator,,~f+i§l1-3fld-Iow~water-a+arm, or other form of automatic control. 

fBl- A variance from the requirements of (a) above may be issued-tly-the Board. All 
requests must be submitteG-to-lhe Chief InspeGl0r-FlG-les&-thaR-forty-fi~r 
te-the next regulaFly-sBhedulod or called meeting-sf-the Board, 

~)-Conditions not Covered. The Chief Inspector shall be consulte0--fof-aBy-ooR4itions-R€>l 
covered by these requirem~ 

Authority: T.CA §§68-122-102, 68-122-103, 68-122~104, 68-122-106, 68-122-107, 68-122-108, and 68-
122-110. 

0800-03-03-.06 Inspector Qualifications. 

(1) Insurance Inspectors (Authorized Inspection Agencies). 

(a) An insurance company shall notify the Chief Inspector or Chief Inspector's Designee 
within thirty (30) days of all boilers or pressure vessels, on which insurance is written, 
cancelled, not renewed or suspended. 

(b) An insurance company shall conduct all required inspections to boilers and pressure 
vessels that are covered in the insurance policy, where premiums for specific 
inspection requirements are specified. 

(c) If a Special Inspector employed by the insurance company does not perform the 
inspection required in subparagraph (b) of this rule within ninety (90) days of the 
expiration date of the certificate of inspection, or required external inspection on a 
power boiler, a Deputy Inspector may be called upon by the Chief Inspector or Chief 
Inspector's Designee to perform such inspection to determine the safety compliance of 
such boiler or pressure vessel. In the event that a Deputy Inspector performs an 
inspection on an insured boiler or pressure vessel, the insurance company in question 
shall be assessed a special inspection fee set by the Chief Inspector or Chief 
Inspector's Designee in accordance with T.CA § 68-122-113. 

(2) Owner-User Inspection Agency. Each Owner-User Inspection Agency shall: 

(a) Conduct inspections of pressure vessels (not exempt under T.CA § 68-122-105), 
utilizing only qualified inspection personnel, as providedjn this Chapter; 

(b) Retain on file where the equipment is inspected a true record or copy of each of the 
latest inspectior] reports submitted by the inspector; 
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{f) Execute and deliver to the Chief Inspector or Chief Inspector's Designee and those 
responsible for the operation of the pressure vessel a true report of each inspection, 
together with appropriate requirements or recommendations that result from such 
lD.§J:lections; 

(d) Promotlv notify the Chief Inspector or Chief Inspector's Designee of any pressure 
vessel which does not meet the applicable requirements; and 

(8) Maintain inspection records, which shall be readily available for examination by the 
Chief Inspector or Chief Inspector's Designee or his authorized representatives during 
business hours. Such records shall include; 

1. A list of each pressure vessel covered by the Act, showing a serial number and 
such abbreviated descriptions as may be necessary for identification; and 

2. The date of the last inspection of each unit, and the approximate date for the next 
inspection (arrived at by applying the appropriate rules to all data available when 
the inspection record is complete). 

(3) Examination for Certificate of Competency. 

@L.. Unless other arrangements ara made, the examination for an inspector's certificate of 
competency shall be held in conjunction with a quarterly meeting of the Board at such 
location as it designates (see NB-411, Candidate Handbook for the Inservice 
Commission Examination Administered at a National Board Member Jurisdiction), or at 
an Applied Measurement Professionals (AMP) location, or during the last day of the 
National Board Inservice Commission (IC) two-week course (See NB-461, Candidate 
Handbook for the Inservice Commission Examination). 

M_ Anapplicant for examination shall have education and experience equal to at least one 
U) of the following; (See NB-263, Rules for National Board Inservice and New 
Construction Commissioned Inspectors) 

1. A degree from an accredited school in mechanical engineering, 12lus one (1) year 
of experience in design, construction, operation or inspection of high-pressure 
boilers and pressure vessels; 

2. A degree from an accredited school in a branch of enginearing other than 
mechanical engineering, or an associate degree in mechanical technology, plus 
two (2) years of experience in design, construction, operation or inspection of 
high-pressure boilers and pressure vessels; or 

3. A high school education (or the equivalent) plus four (4) years of experience: 
~ In high-pressure boiler and pressure vessel construction or repair; or 
(ii) As an operating engineer in charge of high-pressure boiler operation; or 
mi) As an inspector of high-pressure boilers and pressure boiler operation 

(c) An application for examination shall be submitted on the form prescribed by the Chief 
Inspector or Chief Inspector's Designee at least forty-five (45) days prior to the date of 
examination. Each application shall be accompanied by a nonrefundable fee of one 
hundred dollars ($100.00) . 

.Lcil The Board may reject any application containing a willfully false or misleadi.!l9 
statement. 
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(e) The Board shall administer to qualified applicants a writte'n examination dealing with 
the construction, maintenance, and repair of boilers and pressure vessels and their 
appurtenances. 

(f) The Board may waive examination of an applicant who holds a valid commission or 
certificate of competency from a state that has a standard of examination substantially 
equal to that of this State, and a valid commission and current commission card issued 
QyJhe NB. 

(4) Certificate of Competency and Identification Card. 

(a) In order to be eligible to receive a certificate of competency, the applicant shall be in 
the regular employment of, and exclusively engaged by, an Authorized Inspection 
Agency or Owner-User Inspection Agency. 

(b) A request for a certificate of competency and identification card shall be submitted by 
the employer on the form prescribed by the Chief Inspector or Chief Inspector's 
Designee. The request shall be accompanied by a nonrefundable fee of fifty dollars 
($50.00). 

(c) When the holder of a certificate of competency ceases to be employed by the 
organization which requested the certificate, that organization shall return the certificate 
of competency and valid identification card to the Chief Inspector or Chief Inspector's 
Designee. 

(dl Identification cards shall be renewable annually by application of the employer. The 
il.QQjication shall be submitted not later than December 31 of each year, and shall be 
accompanied by a nonrefundable fee of twenty-five dollars ($25.00) for each card. 

(5) Conflict of Interest. An inspector shall not engage in the sale of any service, article or device 
relating to boilers Qressure vessels, or their appurtenances. 

Authority: T.CA §§68-122-102, 68-122-105, 68-122-106, 68-122-107, 68-122-108, 68-122-109, 68-122-
110,68-122-111, and 68-122-113. 

fa}-Tflefe--&l1a II be al'\--8§8--limit-4~-yeaf&-lor any nooslamJaffi--B*i&tiflfr-ilew8f--OOilBf, 
8lffiejll-iof the lollowif\§" 

'h----- Arly-BtlGR--bGilBF-flGt having -a-IafHi¥eleEI-longitudinal joint -may-£e--GQA-liffilBEl-ifl 
Of>8F8OOf1--Ior-BO-Ioo!t-as no d i stfeSsoF-lBaJ4age- deve 10 ps -dtlfiA§-a--jdf8SSille-test 
with-walef-{ornflBFaillfe-~-·6Q:-to-4;!qo-F,-e~Re-ffiGf8--#lan--OO%- 01 the set 
f'f8S£HfO-ef-the- lowes! BBtting pre&~re relief device on-lhe--fl9iler, held lor a 
l'eHOOm-Bf least thirty f,W)mirnJle& .. 

b---A~-OOi1e1'-havin9 lap riveted 10ngi!ll4ifl8l-j0iflls~re 
in excess ~psig shalf-fla\ie-afl-BlJB-limit of 2Q years. VVReH-femG-ved from an 
existing seltifls,--ihi& type of Goilef-B4a1t-ool--bB-feiAStated lor a pressure ifl-BxG8SS 

of-~~ 

&---''tli&klfiG~oilBrs''a&Gef'fled-ifl-1'-GoAc~-B&-~-G4\G1f-'I-)-af14l'WlB-WOO4-
~(4S}. 
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fi:}}---+Il& age limit for a stanElartJ--B*i£tiflg-f)0W6f-Beilef--sI1aIl--OO-4ependent upoo--lAB-rest!lts 
of--a--#lGfetIgfl-ifllomal and o)(temal--iHsj:>eGBtH1--aA4,-wRefe-required by the inspeGtoF,a 
~ter temperature-tJe1w00fl-60" to 120" 1", of no _man 90% of 
tAe--Bet- pressure of the 10west--settiAlH*O&SHfO-r-elief device -;m-the--Boiler, held for a 
periGd of at leasWhifty-flQ)- minutes. 

~llewaBle-Wofkin!J-f'-fO&Wre--~ndard Boilers. ThernaximtlffHlllowable--WOfl4n§' 
pressure for -standard boiler&-&flal1---be determined in---aGG0fdanoo w~ 
f}fovisioos-Gf-the-aditi0A-Bf-the-A:;;M€--GGde-t!RdIer--WHiGR-they-were-BeF\&tructed. 

fal---=the ma)(imum aliowaGle-weFlOOg pressure of a non staRtlafd-boiler shall ile-eoton'l+ir1eG 
in accordance with tho ~rmula. No·fH;\a~\A--wo·l€!ed--seams 
sllall- not be operated at pressll1B&-O*GeeEli~for steam or aO psig for water. 

TStE mBJ<i~F0S8ure (psig.) 
Rf-S 

TS ultimate tensile stren§ffi-ef-s4ej1 plate (psi) 

t miAifmtm thiclmess oi'-&RelI-j9late,-ifl-woakest course (inches) 

E ---e~Hgitt!Elir1a1 joint (For tube Iigameflls,---Getermine E by.-#le 
ruies-pFeviEleEl-cooH-1-m-tho I\SME GOO€-, 

~,¥OtBd-Gonstruction, refer -to-tFlo-l'Ialkmal Board Inspec;l-ioo-G-ode, 1973 editi0fl~ 

(l+----+Of}sile--StreI'l!}\R---WhSFl--lAB4ef}sile-streRgtR--of-sl.eel--sf-WfetigFli-ifG11-sf1sll--plate-s-Boot 
KHoWR,-it-&i1all-be-taKan-8&-i>&,GOO-psi- for steel <md-4&,OOG-j:}si-faF-Wratl!Jhl-ifaFl--

(G-}---Gfll&hi n 9 gtro Rgtl1-Bf-Mild-Ste-e~-+Il&-fO&istaAGO-4a-Bnj-sflil1j}Bf-mikt-ste-el-sl1a1l-Bo-taKan 
as 95,000 psi. 

(dJ-----~§lffi-af--Rivet&-ifl-~-~tho-bl!limate strength ofrivats---iFl--sl1Bar;
lAB-falIewiflg--vaI8as-ffi-poonds per-sqtl3fe-iflBR--af-lhs-BfOsS sectional area of tho ri¥e-t 
&haHk-&ReI~affi 

P-Sl 
Iron rivetsirl-&ingle shear 
lfaA-fivois-iA. dou ble shear 
;;taoi-fivets in sfnglo shear 
~fivets in double shoar 

3&,000 
76,000 
44,000 

---&&,GOO 

WMn tho diamBte-r-of--lAB~i¥al-hole&iA--the-jOO§itt!EliAal joints Qf-a-tlailo~t--k-. 
the--diametaf-arnJ-Bross soctioAaI--ama--aI-fivet&,---afIef--dfi¥iAg,-·may be so locted f,am 
Tal:JIe-1-;--or--a&--asGertaiood-By-&\J-\t~l-Bflo-fi¥el-iA--thB-Bady-ef-the-j0iA-jc 
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+abl&~ 

g~f-Rivets Baseckm-f'-late-+hickness 

Thickness Bl'plate in, l4 9I'J'J 
Diameter 01 rwet-aflof 
driving in, 44+'1-9 44+'1-9 

TloIiclmess 01 plate iA. :m@ 'i-§,1~ 

fltamBleF-Of-fivet-aItOf 
df~ 'l-8t-U> '1-§l-U> 

fei--4aGtors of gaiety The working press~re shall be decreased by--lhe--~Gtef--il--tlo>o 
wooitiml--and safety-el--the--OOiIOf-wafrant The fellswiR§---laGtef& of safety represent 
mffiimum val~e8 to be ~sed: 

The lowest factor 01 safety permissible 0fI-_istiA§-4nstaliation shall be 5,5; excepHha!, 
fef-lmrizontal return t~bular boilers having conti-nt!Bus longitudinal lap seams more than 
12 leel in length, the laGlo~'Be g, 'NheA-4his latter type of boiler is 
rerneved--frem-jls-existing seWng, it shall not--lJe-reiflG!alled for pressures in excess of 
15 psig, 

f41-----GaB1 Iron Headers and Mud drums, The mBlfimum allowable '.'larking pressure on a walOf 
tulle-OOilef,-the tubes ~d-te-£~-iHm-Gr malleable iron headers, or whi4l 
ha-v&~ifoo-mt!G-tI~1I be 160 p~ 

f5}----f'ffiSBtlfO on Cast Iron Bailors, The maximum al~§--f}f&SStjre fer any--c3sl-irofl 
lleilOf, oxcept hot wator boilors, shall be 15 psig, 

(a-t----+he-4oI~-Iever-safaty--vaIve&;-Br--s~v-~-her the seal-<lf--t!isl; 
Gi-GaSt--iF0A,--is-f:>r-0Aillite4-

(llt----EaG11--llGilor shall have at least·Gfla-MME/~lB stampa-G6afa-!y--va-iva-,-aoo-ifit-lla&-m8fa
than 500-sElUare leet 01 water-heal~aA,-a-Ia-clR8-powa-f-iflptl~ 
WG-kw,-it-sf>al~fety valves, 

\Gt--The-vaNe-BHfaWe-s-shal1--b~i~Of\l--GI-aflJ'--GtIo>or·-steam 
GGRfleG\iOfl;---OH€l--a~-as--f'8Ssillle-l8- the boiler, without--tmnecessar7' 
intsrvOflJn§',piJ:le-oHitliR§& 

fd-t--Ns--valV_G-GI-afl-~iiJ-li00--6lo>a~~-ooplac-OO-f>a-twe&fl-#1e salety va Ive-anEl--lh e boi ler,-Gf 
8fl--lHe-esca pe p iflB;-ifuse4-WhsR-_Gape-pipe-is-~-4t-sha-!l-be-atteasl--the-M1 
si~ItAa--safslJ'-\faJV-&4isGI'laf§&a-f1G-litleG-Wii4-af}-0pOfI4reiR-t&-plBVOff1--wa~ 
in-lhe-tlpper-part of the safety val¥a--Gf-1n--too, escape pip&~placed on 
a--salety--va1V-e- escape pipe,it shall be -iGcateG-4se- to the salety valve outlet; or tAs 
essape pipe SM4~-ll~Pp8fied-~ All safety valve disG~G 
sha(~ be so located-sf-pip&d-a&-t&-lla-~aH~ 

(e)----TAa--safat)L--valvs-BapaC-ily-BfsaGh--bmloH3l1a-U-oo-& -\lalves 
wH~4isGAarge ~-steamthat--Gan--ll~rated--lly-4lla---bGiler without allowing-the 
f*'&&tIfO-te-fisG-to-mOro tharH>f}&fGoot-a-oove tAO highest pressure le-which 8n'y'-V,31ve 
is·.set.,·.aOO···ifl--flG-.(;3S&-t&-ffi8f8-·lhaA--6-pOfGeffi-a-lJo.ve-·thB-ffi~"i·ng 
pfeS&UJ'& 
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\fl--GRB-tlf--ffiGfB-SaIely--'JalVB&--O neve ry --8Giler s hall be -set--at--0f-OOlow---lfle--nnaJ4ffildffi 
a~ewabla--W0rl4n!}-flf-essHfe-c--+oo-rerAaiRing valves may -lla-set-within a range e-I-~ 
j}ereant--aOO-ve--t~~F8SSure, but t~l-wtling of all 
tRe--saf&ty vaIVeS-tlrHI--soiler shall not e)(ceecl 1Q-pereant-tlf--tAe--I1ighost pressure to 
vmiGll-any valve is wh 

Wf-----WAoo--iw<:Hlr--me+e---ldo-ilers operalffig--aklifferern- pressures and-safety valves settings 
a-re---ffiterconnected, the-lGwer pressure boilef&--Gf- intorcoFlflBGte-E1---pij}iR% shall be 
~pe-d-with-safety valves of sufficieFft capacity te--j}fe-ve-n-t overpres5u~ 
1hB-ma-xiFmlffi-9eFle-ratiRg-GapaBity of all boilers_ 

fRj---WRere--the--t>o-ilBHs-s-uw~wate r d i recll-y-from water mains witRe-bli-lM-b!Se-Gf 
feeGir>g--apparatus (~Um---B"ap5), no safety valve shall be set at a 
jdrDS&tfre-greator than 94 percenl--Gf--tR€-~ewe&t-j}fesst!fe--tlb-taineo in the sldPply main 
feeGir>~ 

ff)----The-reliev-iH§--GapaBit.y-GI-t-Re-safety valve-e-on any boiler shall be checked by one of the 
th~rnetRodsi-aoo,-if- such capacity is found to bo insufficient, additional 
\lal\!e&-shall-lle--pr~ 

-'I-_~g-an accumulation test, which consists of shutting off all other steam 
4isGhafg€--Btitteffi-f - ire-&-tO-lfle--maxiFmlffi~+ll€-safety 

\I8~1 bo sufficient to pre\feffi--ar-ise---of---j:Jress\J~--O!---<> 
pBfGOnt-ot-lhe-maximum allowablo-I/\,orking press-~-is--methed-sflGWEI--flBt-be 
tlSeG-BA-a-SOi-lef-with--a-sHpOfOOate-r or reh eator; 

2oc----<ly measuring tho ma)(~Huet-thal--Ban--be--btlme-d--an4-Bomj}Hting 
the correspondffi§----evapDfalivo capaGity--fsleam generating--Gapacity) ~ 
Sasi&-of--the---Aeating--\l8Itfe---of th is lu 01. +hose-£-empu-taliofls--sRall--l:>e--mad e as 
ootlme4ffi--th€-Af'PeF\~ AS M E CocIB,-Sec-tIoo-Ic-Gf 

(+J-----ooiloFFood ing_ 

(aJ---€aGl1--lmiler-~--ha\le--a-Ie04~iG4-will--peFffiii--it-lo--be--fed-al---afl.y--Nne-wffile 

oo4ef-j}fOSS1df8--c 

(1:J) A boile-r-fla.ving--roore than 500 squar-€-Iaet--o-I'-water--Ae-a~ng Gurfaco-shall have at loast 
two suitable moans of foeding, one--of-whiGf1--&llall--lla-a-foe-d-j}Hmp_ ,A, SOblfGO-tlf-1'eed--a-t 

3-flressu ra 6 peFeeFlt-§f03-lOf--Jha8--tRe--sot p rossu re-tlfthe-Bafoty-val¥e-with-~ 
wtting may be considefed--D-fl€-of the meoo&-l'IDilefs fired ~lIW,-tlf-soliG 
fuai--irH;1Jsponsion -may be -OEI\*ippod-will1--a-single--mea-n& of foeoing water, provided 
rne-an-s--are-fUfHishe4-fur-tRe---slwtoff--of-OOat-frlpHt-f)fiGf-cle--tRe-watar leve I reaching the 
lGwost-sa-fe-lO¥Ok-

fGt- Tho feedwator shall be introdtiGOcl-iHlo---lM-OOiIef--in such a manner-tha-t-it--will-oot-1:Je 
GiscMrgecl-Giose to riveted joiHl&tlf-shBIl--Qfl'wnace shoots, or directly against surlaces 
e-xp0se4-to--j:Jrodwt&of Gombustlen,-o-f--lG4ifOGtradiation froffi-th€-fifo-, 

\lll---+4e-faecl-jlij}iA1J-cle-tRe--bGilef-sha II---be---idf0llit!ed--witR--a-eheB-k--valv€- nea-F-tRe-roiler-and--a 
\Ial-ve-tlf--G9Gk--bo-lweE>n---the-G4eGk--valvo noar -tRe-,1:JolIB~n-two--Qf-rner€--boilefs--are 
fed-lfOffi--8--GOmmon-sou-reB,--there--sAall--alBa--be---a---va-ive--O-A--thB--braflGi+--to--eash--boilef 
belweBH--tR€-GhBGk-\l-alve-aR4-the--soofGE>-o-f-g~hBRBVer--a-glB-be-valve-is--u-sed-_ 

lhe food fl~-the--inlet-sMIl-Be-tlf\tIef-lh€-4isk-4tR~ 
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(eJ----WAefe4laerati n 9 heato rs Bffi-oot-_fll0ye4,-it-i&-reco m men4eG-~4emflefalbfr~ol 
th~40e4-water-Be-flet-Iess-~fl-t:WQ-",-tG-a¥OiG--th€-p&ssilJjjity of settiBg bfp localized 
stress. 'Nhore deaeratiH§-11oalofs-afe-omployoEl, it is recommended -that the miAimbfm 
leedwater temperature bo not-~OS&--IJ\afl-~'I-9-~o that dissolved gases may'-Be 
thoroughly released. 

ta)- No obftlot conFloctions (excOf'l-lor-clamf'ef-fe9bflater,feedwatef-fG§'bflater,Jew-wator-IYBl 
cutabft, dffiifl&-~-9f-£blGh-apparat~-oot~t-tAe escapo el-aH 
appreciable--ametlffi-BI-sloam-Gf-water there-from) shall be placed on the--pipi~ 
cGfmect&-the--watOf-BellIDH1--!e--the-baiior. The-watoF-Gel-blmn shall be provittod--witll-a 
valved drain of at least % inch-pipo size, with the discharge to be piped 10 a sale 
location. 

fGj---"'or all if1-S!a1latief\s where tho water gauge glass or glasses are more than 30 leot 
above bOiler-eperatiflg-l'ieef,--fOfRGto-wat-er love I indicating or recording gaugos shall be 
iRsla1led at eye 10'101. 

fl1l-- Stoam Gabfgos. 

tal Each stoam bOilof-sllall havo a steam-§fHJ§-e-wilh dial range not less than-'l-14--times-the 
maJ?imu~rking prossbfro, connected -to- the steam space Of to the-Bt-eam 
connection to the watercolbfmn. The stoam gauge shall be connected t~Bf 
~Ient device) 01 suffiGieR-i-capaGily-to keop the-gaL!1J'e--too8-#1tod-wilfl--wa~tJffi 
siphon (Of equivalent devioe) sha1t-be-w-~RBt-the--frouge cannot b-e---sffi!toff 
from the boiler, 9)(Gopt Gy--a--GOGk--WiiA too orle¥eH+an4I-e-f)laG8€i--ifl-tA-e-pipG-FlOaF-tA-e 
gauge. The handle of the coGk--si1a1!-ge--pafa1let-tG--tAe--f)ipe---ifl--wAjB11--it-is-Iec-aled--w11efl 
the cock is open. 

IJ:+--WA-eFl-a-stBam--gaL!1J'8--GoFmOBliGR--IBfl§'er--thafl--S-leol- becomes -n ocossafY,--B- shut off 
valve-may--to--u-sed--FlOar-th-e-1:lGiter,i'ffi\Iid-e4-the-val\le-i&-el-the--etilside screw an d yoke 
\yf:le-aHg-is~ock-ed-epe!+--TAe-liR-e-sI1aIf-B-e-Bf-ample-siz-e, with pfOvisiO!1-lef-fr~ 

(B)------€ach-boiler-Wall-.ee--provittod-willH3---l4--iflGIl.-Rippje-an d g lobo va Ive-BOn noctod to-th€ 
&team---sj:laBo,.foJO- the oxc~fWrpes-ee~-a1laGAfn§-a tost gauge wheR-the-iboi1er-iB-iH 
service so -that-the-38-G-tlfaGY-el-th-e-{)eilef-steaffigatl~Ge asce rta iABEt-

W~ch-sleam-ebfliet-fFGffl-bofief-\Olffi-ePt sofety -valve-af\d--wa1ef- co I u m n c@n-eGtiGfIs1--sfla1l 
bo fitted with-a-siGp valve -IGGatod-a&-Bles-e-a&pF3BIiGa&~ 

\b)------Wh-ef1--aslep--valv-e~--sGIeGated--thai--walef-BaFl aGG u m u late, am pje--dfafff&--sFiaie-be 
provided. Tfl-e.-tlfainago shall bo piped~a safe location, and shall not be 4isGAar§-ed 
ofl-the-lepgj'th-e-OOitor-ef-it&sott~ 

(Gt---Wh-eFl--boiIer-s- previd ed -wi~a1e&- aro Gon nocted--tB--a--Bem_-sloam--main,-IA-e 
&team-Gef}n-eGiiGfl-frem---eaGfl-OOiler-sha1i--~e-fitted-wit-lHwe-stop·-¥alves-4aviB§--ample 
froe--blew d ra i n betwoefl-them-+he-4i&GAaf§B--eI-the-draif1--SAaU--IJe-vi&ibte-ro-tA-e 
oporatof--whfle-ffiaFlipHletifll)--the---va+ve&,--af\d--sfla1lbe-piped-Glear--el-thHoiIer-setliAtC-
+fl-e-slGp- va 1'105 -&i1BCIld--Go n sist -GI-GAB-OOfl-FOMfl--valve-(-sa!-RBx-t-{e-tt1e--boiler)-aFlG-a 
s-eGOfld--valv-e-eHh-e obf18 id e SCrow-af)Ei--yeke-type-
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fat-----T~_BOOBtr_OOR-_eHRB_wltfFl§__afOU nd each bloWGIf--Pfflo- sha II POfffifl-4Foe-Ol$3flSioo 
and contraction_ C3fo-lul-atlen-liDn shall be gWoRto the PfOOlem of sealing these settfAg 
o-pef\ifl§8-wflhBtfHest+iGtiflij--tne-_men! of lhe blowoff ~ 

fbt-----WRen e)(poseEl--lo-fufRaGe heal, al~-blowoff piping shall be protocleGl--by-lire brick or 
otnOl"-heal-fesfsffiffi-rnaloriai,-B<:>-Gofl&lFoolocl-the~e-~r~ 

(-cJ-----EaGil--boilor shall-have a blewffitilfflo;--I~-teEl--with a valve or coG!<- in direct connectiGfl 
witn-li1€--lowest-water spaco_ Cocks sRaJj--bo-m-Ihe-jJland or gelard--type, and suitable lor 
tne--j3fO&SUfO--aJlewed_ The use of glooQ--\!alves is proffibile~he maximum 
allowa1:l1e-working pressure e)(ceeds 1 OO--psig_, each-ll1eweff-pipe shall be provideG-wi-iicl 
lwe-vaJ-vO&-Gr-a--valve and cocl<_ 

fdt- When the maJdmum-aliowabIe-woFl<iR9 pressure exceeds 1 00 psi~f'llpiflg-sflall 
be alleasl oxlFa-Aeavy--stool--from-tno--£eiler 10 lho valve or valves, and shail-be-f-tm--lu+l
~u-l-uso of reducers or-btlShiRg&-The-piping shall nolBe galva~ 

(e) ,0,11 filfu\§s-betweOfl--tho boiler 3oo--Glewoff valve shall be of sleel. In case ol-reAewal-Bl 
blowoff--j3ipo---Gr-lillfflf}S;--lhoy-sFlall-Bo installed in accordance witR--tho rules for flOW 

iHsla1laOOf\&-~o-Reooffiffionded Rules -Ior-WalKmal-Board Boil~uipffiont 

f-~Repaif& and Renewal&-Bf-flG~fAgs and A-ppliances_ 'Nhonever filtiAlj6 or appliances aro 
fOfJ3ifOd-of~,--the-worl<-ffiall~lR tho rules governing now-if\SlallaliGf\&-

f-1-Jj- Condilions Not Covered by These Requiremenls_ /1,11 Gasos nol spocifica[Pj covered by-lRese 
requirements shall be lrealod-3&-fleWif1Btal~be roforred 10 tho Chief-iflspeGtGr 
lor instrucOOf\&-

Ablffiefitp-T.CA §§4 5202,45 202 (a) (Jf,-ffil--4;I2-4-04-,--B&-t2c24-Q2, 68 122 104, and 68 1202-'I04(c)(11-o 
Adrnini&tr-ati-vo--l=listGP{ 0 ri gin al ru Io-Ii1ed-Mayn~,n4-W6i--effoGtive-J1oH1B---u;,1 9 86. (Form erly rulo--lH'OO-2-
~-'h-05J Jl,ffien d m ent--lilog-MaJ4J--2+,---1-W-4; offeGtive-Jtrne-29,A99-:1---Arnontlrnerlln-1'fl~l,---:WOOi 
effoGtivo- Oclober~,-2-GQG-~AmeRtImefll--fi~-&fRe-~2;---o-if-aGlive-Gstol:>~02. Il,mendmonl 
~e bruary-€,-2QO€li-o-ffoGtl-ve-J1ofRe-2&,-2GOO-c 

0800 3 300--€A&tiAj:J Hoalin~i1ef& 

(1 ) StaFl€lafd--flejleF&c-+he--rnaxi~-workif1ij---pfesStlfQ---al-staflflar-d-ooilers--sllal~fR--fl-a 

ca-se-OXGOo0---the-I*8S8Ufo-··inEl-iGaletI--Sy-lfle--fllaooiaGtUfOf'&-ideHlifiGatlo-R-Blam·po-d---of·Gasl--oo 
tne-boiier,-Q-F-en-a-plale secu redOfl---ih 

f2-)------NGfl--GtarKJarEl--R ivotod B ofler&--+oo-mal<irn u m allown blo 'NO rKifl§---p!'08WfO-Bfl-lIlo--&hall-e!--a 
OOf\&tarnJaffi-Fiveted-iloatiflij--Boi1ef--&hall-be- dote rm i n od iH- acco rd a f1Ge--wiffi--f\J~000Q-"-'\
,00(;J-}--excepl-#lai-iB----Ae-GaBo---ffiai1--the--max~tfm--a11-awall1e---wor-lOO1J"--prosstfro 01 a steam 
heating boiler 8)(coed -1-5---psig,,--or---a-het--water-beilo-r exceed -4W psig_ or 250 degrees f' 
ternp~ 

~ndard Welded ElGUOfc--Ti\o--maximtlm- non slarKJaFd 
steo-I---ar-~-ifoR--lleatiRg-oolor---of--welded-~h all nol exceed 'W>--psig-_-Ior 
sleamf-o-r--o-lhef--lflaR--steam sorviGe,--thenmal<imbHA--~fO----sflal[-be 
GaJ8Jlo--lod-ifl- aCGordaflGO-witn-SoGliDA-l-V--of-loo-M>M€--C-ade,--):}ut-iR--f\G-GaBe-sAa11--ft o)(Goed--:m 
fl-&i§, 

f4f----~lon standard Cast Iron l'loiler& 
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Ea}-A-maximtlm-"IIewa~ie-wGfIOO9-f>Fe&Sldf& of a noR-Standard ~0i1ef-80ffipesed--priF\Gipa1l-y 
of-sast-irorl-SRall-not exceed 15 psig-~for steam service or 30 psig. fof-4Gt-wate-r--seNiGec 

fbl---+fle-maximtlm--allowa~I8--W0f-kiR§I--Pres&Uro of a non standard ooileF-+laviRg-Gasl-ifoo 
sF\e1l--Gr heads and-sieeJ-.-0r--w~l--iron tubes sAal1--HGt- e)(coed 'h§--psi§jAoF---Steam 
service or 30 psi!l~for-l1Gt--water serviGec 

(5) SaIety-VaIve& 

Ea}--E-aGl1-steam-13oileF-Shall have OflB--Or--ffi~tional goaFd-siam~ 
e1'-tH8-Sj}FiA!J-POP type adjusted-aml-sealed to discharge at a pressure not to exceed 15 
psig. geals shall be atlachecl in a manner--te--Pffivent the val\les--from being taken apart 
withsHt-1::>reaking the seal. The safety---Val-vos shall--OO--arfafl§eG-so--tflat--tHoy cannot be 
resot to -relieve at a higher pressure th3fl--the--!Ra*imtlm--aI·IeIi\!all~_*"'ffr-!_sst_-9f 
the boiler. A boEly.--Gra+A-GOAf\Bction belO'.¥ seat level s~lI--be provided by---#le 
_faGtmer and this drain shalJ-.-not be plugged during or after field installa\iGfh---.-~Of 
valves e)(ceed-ifl§l--twe--aA4-0ne--l1alf~4) inches pipe size, the drain holes or holes shall 
be tapped not less--lhaf1---thFee--eighths (%) inch pipe size. ~or valves less than \wo-aRG 
OflB--~II (2%)iRBhes, the draifl----hBle shall not be-loss than ono fourth (%) inch-if\ 
~ 

fbi- No safotY--VaWe-fDf-i3--Sleam--heaiA!J-boilor shall be smaller than % inch ,Inless the-OOilef 
and radiatiA§j--£HffaGe-c-GflSIskll a soil contained unit. No safoty valve shallge--lafgBr 
than-~T-h&-iRlet---opOf+ing shall have Ofl inside diameter~-lo,or-groate-r 
than, the-seakliametoF-

Ec+ The minimum relieving caj98Gity---9f---1hB----Va1-Ve---f--.-\!aI-Ves-shall be governed -9y--~ 
capacity ma~~-bGileF-

01-)-- The miA~apacity in pouOOs-por hour sh~e the greator of that determined 
hy---diviGifllJ--lAB-maximtlm-B-T ld-obl-lpBt-"t---lha--l:>Gil ern azz leo b ta iAe4--hy--the-Iififllj-G/-aflY 
IIdO<"{-0r--W-Rich th 0 ooit-js-iflslalloG-hy----'I-,OOG--or--shag-ge--4eteFmlfle4-Gn--1~ 

j:lOldflDS of steam~ per hour per sqldare-foet-G1'--llolloF-HeatiR§--&ldr-faGe as given 
ifl-~--maflJ'- cases, -a-- greater re I iev;ng---GajlB£H:y----0f-val-Ves-wiM-have--le-bG 
~the--minimtlm--speGilied-hy- these rlfle&-~n_eIfOFY-Base,--tAe--fOf[HiremBRl&--of 
Item 5, Paragraph (0) shall-be--meh 

:j:ab1e-2 
Minimtlffi-"9J,m4s--of-~p-Qj"-FIoof 

f'-er&:tua~t-Gf-HBaling gurface 

l-lamI---fued 
Slo!<eF-fifed 
Gi1,-§Ia&-Gr--pul\lefi~fife4 

HaR4--fir-od 
gwkeF--~r-od 

Gi~~~fllBl-fif&d 

1"1fetllb Watefruo 
e e-flGilefs 
Boilers 

g 

-w 
44 

e 
g 

-w 
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'h--When a boiler is fired only By-a-fl3&"§fvifl§f-a-f\eat-valoo-OOHFH*GeSS of 20Q-g:J+.J 
per cubiG-foG~-iM-mifljffitlffi-Bafoty-valve-or-safety relief-vatve relieving capacity 
may.-be based on the value giv&A-fGf-lian4-fifed-t>eileFS-alxw60 

~Bafety- valve or safoty--rellef--valve--relie\Iing oapacity fer electris 
boilers shall ~"pounds per hour pOf-k-iJowalH+\j91Jt. 

~. for heatifl§--&llifaGEHlaterminatiofl,Bee MiME Code, :ilection-W,--f'aragraph--1o!G-
4Wc 

fB)-----+Re safety valve c~ty lor each steam boiler shall-ge such that, with the fuel bumiRg 
equipment installed and operating at maximum capacity, the pressure cannot rise more 
than 5 psig. above the -maximum allowaBJa-working pressure. 

~ When operatif1§f-B8nditions are changed,----or--aOOltiooal boiler heaUR~is 
iRstalled, the valve capacity shall OO-iflGreaseG-(#- necessary) te-----meet-lAe-new 
OOfld.i.liGns and comply with-tRi&-paragraphc-Whaf1-aOOitional valves are re~d,---thay 
may-lle installed on thB-Butlet piping, providefi--there is no inlefv€ming valve. 

(9) If there is any doubt as to t~-safoty valve, an aGGUffiulation test shall-ge 
run (soo ,l\SME Code, :iloction V+,-Rocommern:leG- Rules lor Care and OperatiGR-of 
JoIeatiflgg~ 

fA)-----i'J.o---valv~ri¢i8I1--SHa1k>o-placod betweefl--tha safety valvG--afltl--tAa-OOi1er, 
afld on the discharge ~--i:ha---safo!y valve --aOO-lho atmosphOf&----+ha 
f!isGharge PfflB--&l1a1I--l}e-aHeast--f~11 size, and shall be fitted with an open-4faffi--tG 
prevent watee-lBclgifl§-in the upper-part of tho saf~tha-4isGllarge pipeo 
Whan-aFl-aleOW-is-plaGecl-oJHhe-<;afety valve discharge pipe, it shall bo located BlBse--to 
tha--BaFety----Ifalve 06ltlol; and-ma-clischarge- pipe shall be "eamely anchored--aOO 
sblppGfted. AII--safoty-va1ve--4lSGhafgos---shall- bo so locatod and -f'lpad--as--ffilf-lo 
orfdafl§eJC-per-sOfls in the aroa. 

(a-) ----E-aGh--hal--water-liBatinfJ-hoior--sllall--fla¥e- at least oIlO-ASM-E~-Wat-iOflal Board stampad 
salety reliol valve set to-roieve at or bolow the maximum--allowa~ pressure of 
the boileFo--eac-h--hel-water-supply boiler -sllall--llave at least one A:ilM-t;LNatiOfla~3fd 
~·safcty-·fOlief--val¥e4-#la-atltornatiG--foseatfn§--typa-sat--ro--r-olie¥e--at-o-r-tw 
maxim u m-aJlowable-wGfkiflg press u re 01 tha-l:>oHer-&3foty-foJ.of--valves~.J.NatioRai 
I'lGarEl--stampe4--aB to capac{ty,-Bllall- have pOjHlGOOfl--WhaH-\esiBEl--ey--Bleam--V\'hD+l 
msre-thaA--8I1€--Safoty-relief valve i&-usod on ei-\~-oo\--water-Raating or hot 'Nat€f

StlpJdty--9oiIef&,--#\e-additional valvo-Gf valves shal1--be-ASMEMB-r-atod,-a~ 
within a range-fleUo-mwoed 6 pB~e-tlle--maximum aliowal:\le-wefkfRfj--PfOSSlliO-Gf 
the boilor ~p -tG--afl4 including -€lG-~at1fl-- 5 percont-foF-.those--J1a-vffifj-a- maximum 
a1towal:\Ie--wGfI~ing pressure oXGoeding--6Q-psi§'---&3fely---relief- valves --Shail-he--BpffR"§ 
loaded. :ilafety-fOljef valves shall ~armt'\ged that thay-Baflf\el-bo roset at ahighef 
pre&wrathat-tha--maxfmumJ'BIDlitted-9y-tl+is parag rap h-c 

fGt------Ne---materiais-liabla-to--fail.-clua-te--dalefiefalion or -vtliGanization when sHlljeGt-to 
saturated steam temperatllfO-BGfrespofl4iRfj--to capacity tost pressblfa-fffiall-ba-used for 
aRy--partc 

{Gt------NB--safoty-relief--va1¥8--shaIJ-he--smaIler-t-haf1-'V.-fnBR-f\Bf-lliger-IflafJ-4'l4iflGhas-BtaMafd 
pi·pe--size,·axGapt-\hat-OOfief&-havfRfj--a--l1eat-ffiptltcf\el-fjffi8tef·thaf\-+&-,GOO--Il:r.y.·per-OOblf 
maybaeE[blfpfJad-with--a--l;afet-y--relief-valve--of-14--fn Gh sta ndar4 pi po. +he-~ 
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sh a II have aF>-iflsiGe-4iamelef--awfGxima\e11f-B1:Jual--ID,--ef--§tf€later- than, the--seat 
EIiamB~_ case shBll--lhe-miAifmlffi-Gjlof1iBg-thfoo§h-aR)'--pafl-ef-tho valve be less 
than % inch iA-4iameter-er-+l&-e<:+bli¥aleffi-area 

(tI-)----+he required steaffi-relie¥~elJ.F\fi&-~-hetlf;--Gf--lhe-wess u rere1ieviA-§ 
device oJC devices on a boiler shall be the greater ot-thai--deterffiiRed-by dividiflg-lhe 
maJOO\tf~ BTU at the boilor+1ozzlo obtained-Oy-the-liring of any fuel tof-whish 
the-_iH&-iA-slalle4-l9y-'I,OOil-Bf-shall-Be-tletermined on tho basis of pounds of steam 
€Ionorated per--RBHF--jdOf."'*fuare-fooH:}t-ooiieJcheating surface as ~-:b--Ifl 
many cases, a greater relieving-capacity of valves w~l--have to bo provided-tFlafl--lhe 
mffiimtlffi--spOGifiod by those rules.---Ifl-ovory case, the f8E!tiiremems---9f---ltem--&,
Paragraph (f) shall--ile-mel-

(e-)------Wharl---Bf'offitiRg--GeOOiliefl.s--are changed, or additional boiler heating surfaco is 
iA-slalled, the valve---s3J*lBi\y-shall be increased, if necessary, to meet tho flOW 

Gonditions-and shall bo- in accordance witi'l--Tab~an-d--f'-~raph (f). The additional 
valves required, on 3ccount-of changed oem!it4ons, may be installed on the oll-llet 
l'$ing provided there is no intervening valve. 

tl)- The safety-relief valve G3paGity lor each boiler sRalJ--ilo-sucR-lhat,witMhe-fuel burnirtg 
~eperati~paGity,t-he-pressuro Gan-ool--Fise-mor-o 
t~imum allowaSJe-.wofking pressure lor stoam hoatin§-boitof&, 
aAG--'I-G--p€>rGOffI-aOOve-~al3jo-worl<ing pressures-fef-hotwatef..I;oitof&, 

(§-) If there is any douet-as to the capaGity-of-thasafoty reliof-lialve;--afI-3ssumulaliOfl-les1 
shall be run -+seo----ASME--Gedo, Section Vk---Rec-ommemled---Rules--fer---Garo---aoo 
Gj:lOfatkm-of.-"'wtiA-g-Boilers) . 

tht---NG--va1~tion shall be---pl~--saIety-relief-¥alvo--arlfl-lhe 
ooHer,aFld on the discharge pipo betweef}-\he-safety roliei-¥3l¥o--flfItI--tho--almesj:lher-80 
The-BiseR-argo pipe sh a Il-ilo-a\-least-l'ulI--sizo, and shall-Bo--hltecl-with-aF\-epeA-4raifl-to 
~-water loclgiA-g-m-the upper por\-0f--the safety roliBf--vaIvo--0l'iA-4he-tHsc-har1}B 
pipe m -WRef}3f1--o!bew·is-plaeed-GR--#l€--safely-fOlief--valve d ischargG--pipe,-iH;RalJoo 
Ioc-alot!--G!Efso--ta-th-o-saIoty-ralief·-vaIve-outiGti a nd the d ischa rge pipe shali--l:}o--pfGPOfly 
SUPP8Fted~-AIf-safoty-fOliel--¥3l¥o-4ischarg es -shaH--ile--w-located~-pipGEi--as-_i--to 
eFldaRgGr-pOfSOflS in the aroae 

ta-)-----l'iaGh steam boiler shaW--ha-\lQ--a-steam~d--to-its steam space, its--water 
GOltlffifl,-Qf-it&-steam-GormeG\lo~4-a-si~F-Bqtfiva-loHi-tloviGe- exterior to 
tho boiled. TAe--siphen--(or-eq.uivalef\i- device) shall be a sufficient capaGity--lo-~p-the 
gauge tubemleti-w4t-h-wateF--antI--shall be so OfFa+1§8Ei--\hot the gauge cannot bo-slwt-ofl 
Ifom--tho--boHer~BOGK-witR--too-"'f-Ie¥or---h3f1tI1 e place€l--ifl-thG--pipG-+103~·the 
gatIg€---The-h3ndle of the 80cl< shall be parallel to the-pipe--ifl-whiGh-~ is looated-whofl 
thaGOGKc is opene 

fb-)- -- . +-he-€.Galo{)A--the4fa1-ol-a-steam-!J'ffiI\Jo-shal1--bo-graduated-to-net-Iess-th3A--W--p&i§~no+ 
_thaFl€>G- ps ig. The 93 u go shall-be-prnvidetl-wi-\R--effOGtl¥o--stop&-lor-tho--imJiGatiH§ 
flGinter at the zero -pGiA-t-and at the-ffial?imtlm pressure point. The-travel-of--the-poiA
f~-p&i§'c prossure-shall bo at ieast-'HAGha&. 

(o}---EaGR--het-water-Boiief-sha-llhave-a-prossu re or-al#lliflo-~GOf\flOcletI--to--i-t--GF-to-4s 
Ilow-GGFlHeGtiGA--in--such-a-man ner that--it-GamlBt-ile--shlA-eff-fFom-the-lJoiIef, except By-a 
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8~-wiffi-tee-eF~ever- han d Ie plaGeG--GA--tAe-pipe--fle3Hhe-g~+Fle--i'l3I'\GlIe--ef-tI'1e 
coc-Kffiallooparalle1-te-tFle-pijde-jn-whiGA-it-i£-~e--GOC-K-is-ep,* 

(iJ-) ---+-Ae--BGa1e--0fl--tAe--Eiial of the--flIBS&Ufe----B~ gauge shall---ee--graooaleG 
approximalely-le--!1ot--Ie&&-thafl--~-)4-flBr-more--tflafl---J--time&-tAe---ffial(irntfm--allowaele 

WGrI4All-fHBsSllr-&-

(G-)---P-iping-Bf-wmAl}fur preSBU re-m-allillide-gatfgEJ--GOAfle8-tieHs--sh all be of nonfGfFGtl&-rAeta1 
wlien-smaller Ih3A 1 inch pipe size_ 

Ed} --E-3Gh-J1otwater boiler shall have a thafffiGmeler-se--i£Galea-and connected that it wi1I---Be 
easily-readable when observing the '.'valer-presSllfe--OF-a1t1tu43 gauge_ T~ 
ffiali--lle--se--located that it will at all times iFld-icate th-e-- temperature in degrees 
f-allreRhelt-ef--tlle-water in the "oiler at or Aear-tAe--outleh 

(9}----Wa-!eF-Qauge Glasses_ 

(-a-}-----E-3Gi'l-steam--t>oi1e~ have OAe or-more-water gauge glasses attaGAed to the water 
Ge1t;mn-sr-beileF-"Y means of volved--cfi1tings_ Tho -lewef-fi~98--f*9-V-i4ed with a 
GfaiR---vaI-v&-Gf-\~o,with ope n ing --flBl--Ies&--#\an---J4--iA-Gh---4iameter-le 
faBi1itate--BleaniAg_ Gauge glas&-fOj:>!aGemont shall be flGSSible while the boiJer---is--uM-er 
pressure_ 

(iJ-}~ffi-rnaterial,-{}ll1er-thafl-glass,--may-Be--used for ll1e-water gauge, provided that 
111e-materia1--11a&--j:lr-even--stfita9le-fef-the prossuro--lernj:JeFal\J-f€>-3l~OOfrosm'-G€>fl4iOOAS 
Gflc-BUffier-ed--il1--sefViGe-c 

('l-Gl-m~-alves and Chec-k--V-alvos, 

(a)uujl--a-i:milerrnay--heclssed--BIf-lmrn-tha-J1ea-ting system -9y-1:;1esif\g-a stearn stop valvo, 
thefe--ehall-w--3--c-11eG-k-valve-iil1-1:he--GGf1-densateretu rn I i no botween-tFle-wiief--M\4-th-o 
systern-_ 

(iJ-} If any part ol'a11ea1ing-syslern-rn-ay-Be--slosod off from-the remainder of tho system by 
closing a stoam--slefJ--valve,tAer-e--si'Ial1-OO a checl<-v-aIv-e-iH- the condensate retufR--jdipe 
from tho f)3ft--Gf-tAo--system, 

\al--~aleF;-R1ako up-walef;-or water treatment-·Bl1al1-ee-iffirodtlBOd- into a bailor through 
the-·r-et-urn·WiHfr-systern--Br-tA~·an-iml8fJ8fl4en-t-feedwato-r-G0fl-00GtiGA--wRiGh--4eo-s 
ne1:-discha<~ASt--j3€rls--Gf'-th-e--boiler exposed--tB-4rreGt radiant heat from -the--lim
~water, mal<e Up,--Bf--walef-~--be-in\redw;o-d-~hrough -Bf)8flings-Gf 
cermectiens-providod foF--iifisjdecliGfl--er-G~---safoty valve, saf-ely-fe1ief--va1vo, 
slJrface-BiGWeff,-waler----GG1umn--wat-g-augB---giass,-jJ ross u ro getig&-Or---lem-p8f3tur-e 
§3tf§& 

(bJ----Thefeed\l\!3l-eF-pifJe-shal(-wprovid-ed-wilh--a-check-valve-Heo-r-tFle--eoiler-aAd-a--stGf> 
valveer-GOcl<--BolweeA-t11e check va Ivo--arl4-the-be1ier-8freturn pipe system, 

(-i;<J--Relum·Purnp-£-acheeilo-r-eq-uippeEI-with-awRt!eH-salefetuffl--pHm p shall be-provi4ed-with-a 
water~el--C-GRtro1--3ffafl§Od- to automaBcally---rna-iffiaiH--t11ewaler- level in !Aeooiler-witl+in-tA-e 
ran§eeftho-§8tfge~ass, 

~~s-aoo-Renewals--of-f-i\tifi§s--amI--ApplianGes_ WheHe-1/Of--Hltil1§s--Gf--appliaRce-&-af€l 
fe pa ired -er-fefllaced,--the--wor-k-shaIl-G-emply--with-the-ruI08-fJG¥8fFl i n g now i Astallat-ioo&-
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AHtoofity;--+GA§§4-5-2~-i4-5~()2Ea)t&)i~~2~l()'I-,-€l8 ~22 102 tflf<>H§1H>&-i224W1, and 68 122 
~-1jf~--AdmifHslra\i\f&-His!eI¥----Gfil:iinal-H)le-liled-May--'lB,--1-986; effeotive June 15, 1986. (ForffiBfly-Fblle 
0780 2 l'I--Am)~FGRc.;&i',--1-OO+i effective JU~i--400-'h---Amendmen~27, 
2jf00i---e}IeG\i\feDGtooeF2~,-;wQ(h----AmBMffiBftl--~ "blnO 17;-2002; effeotive Ootober 28, 2000-c 
Am end ment4ile4i'JG\i8ffib9f-21,-2~Oa;-e}IeGtiv&MafGR 30, 200&c 

0800-03-03-.07 Repairs and Alterations. 

ill Repairs and alterations shall not be made without the permission of an inspector employed 
by an accredited Autjlorized Inspection Agency responsible for the in-service inspection of 
the subject boiler or pressure vessel. Such repairs and alterations shall be done in 
accordance with the NB. The inspector authorizing the repair or alteration shall sign the 
necessary NB "NB-R" form or forms. 

(2) The person, corporation, partnership or firm performing the repair or alteration shall have a 
valid license in accordance with T.CA §§ 68-122-202. In order to qualify for such license, 
the applicant shall have a valid Certificate of Authorization from the NB for the use of a 
Repair Code symbol stamp. 

(3) Before any necessary repairs or alterations are made, an inspector employed by the 
Authorized Inspection Agency responsible for the in-service inspection of the boiler or vessel 
shall be consulted. After such repairs or alterations are made, they shall be reviewed and 
found acceptable by the authorizing inspector. 

(4) Repairs shall be made by an organization holding a current National Board Repair Certificate 
of Authorization and the license required by paragraph (2) of this rule. 

(5) Alterations shall be made by an organization holding a current National Board Repair 
Certificate of Authorization and the license required by paragraph (2) of this rule. 

(6) In the application of riveted patches, the design of the patch and the method of installation 
shall be in accordance with the National Board Inspection Code, 1973 edition as amended. 

Authority: T.CA §§68-122-102, 68-122-108 and 68-122-202. 

t'l-)--Ma"im-HmA!i0woo!e--W9fkiF1§'--9f8&&\,frEl---f0f-~ntleffi--l"ressu re - '\tes&&1&--+i'\El----f11ffi4mtlffi 
a!lewab!eworkifl9--l"F%£Hre---~sel&-£flaH--I:Je-tleteFrniHe4-ffi-8GGGr4anGe with the 
af'f}!iGool&f}foviGi9fl&-<:>f-#1 e ,IISM E -GOOe---Bf--tAe--Afl I AS M E ~+he---mB*imHm--allewa9le 
wo~- p ressu re shall---oo1---be----irlGffiaseG---!e---a-- 9 reate r --pressu Fe lflaA--slmwA---E>n---IhB 
mam.llacMer'S-nam&plate--stamr:>ffig--aAG.eala--fOport unless prior a~val is obtained-f,-Qm 
tR&Ghief-~n&p&G{OE 

(a) -----+he--ma*iffHffi1--allowable--workiRg pressure of a Hon~ressure vess&-shall-be 
delermiROOifl--ac-c-orG8ABewith-i!1-e-follewifl%-!0l'ffHlle; 

:r.stF=----maximllffl--allewabIeWOfKiHg--pressHf8,wSf§) 
R-FS 

Where: 
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(WRBA-lfle--teABi1&- strength of <3ar9oo--£tee1 is not -, , 
tempefattiFeS--fl0t-BXB8eding wQ,"F~-eJ'-0th01'-matofiaI&,--use-the-lowest stress 'JalHes 
fBf--that--male-rial--frG~~--GGEte} 

l-----------mmirntJffi~kholl of weakest GGurse (inches) 

E-------- efficiency of longitudinal joint depending--tlf*lll construction_ 

\-NlHi-veted joints calculated--Fi-veted-effiGienGY; for-fusion welded arnl-b~jGiA-lf 

P-BfGGfft 
~Ie lap welG-----4G 
Gool:l1e-Iap--weld 50 
~le-OOlI-weld--------
Gouble butt weld 70 
1"-GF§8-Weld 70 
Br~ steel 60 

~--iflside-radius of weakest course in 6~hos), provided the-thiGkf\eSS 
ooe&-Rot e)(ceed 1 O%-Gf-the-raEIiu&-J-HI1e thickness is--GIIOl'--1-G-%-Gf-the 
radius, use tho outor radi1d&-

1"S----~-----.factor of safety permitted herwndorc-

(1:lJ-----+He---R"liHimtlm-feGlGr--Gf-BafBty--shall-ifl---oo---t:-ase-b e Ie s s -thaH-5---fof-Gl( i sti n gin staHatioo&c 
+He-Wo~re&syHHffia1-l-bo--dBGroased when deemed necossary19y-the--il'lBflOGtor-to 
inwro--the-BpefBliGn-Gf-thB-vessGl-and-thej:laf1iB-tilar--s&f\liGo-lG-wi'liBfHHs-wbjoc\-will-be 
the4eloR"Rinffig-laGtGr%c 

(G+--~_-allewabteWGf1®§-f'fBsWfO-peffBjjted--fof-fol'lmed heads unElef-preswr-e 
shal1--Be--EiotormiAeEl9y--tlsiflg-the-apfJfGPriatefofmlJ las from M>ME'- Code ~ectioo-'Jl1l, 
Gi-visiof1-'-I-,aA-d-th-e-tGnslle-s\fOf\§thaHd-facto rs of safo~a rag rap h_ 

Ed+---~m-_altewagje--wGfl<ll'l§--Pf8-&SYf€--i'of non standard pressure vossols--subjeGt 
tG--BXleFRaJ-pfOSSufe--shall--be--deleffB1Red--By--the--rtl1e&c4--Al>ME'---Gede-SectioFl-Vl-Il-,
Givi-siofl-h 

fJj-----4l&p-ection--Gi---th3ccessible-P-aft&.--Wh-efe,--1Fl--the-Gj3iOOFl--Bf tho in spe-cl-of, as th e resu1l--Gf 
conditioFlS--disG1e&ed--al--the--tiffiO-Gi--4flspestioA,--1f--FHaY---be necessary to remove inteoo~-Br 
8Elefiof--IifliRj},-GGVefiflg,of--l:}riBkwofk--tG~-Geftem--part&--Gi--th-e- vesseloot--ABffflfl11y 
visiB1-e,--lhG-owFlef--Of---USOf--shaI1-F8FAB\Ie-sIdBh----matef1aI--{B---POf tG 
detGrrnine-rBmaifliflg-tfHGhnes&c 

0t- OverpfOSSUffi--P-rotGGtioo.---EaGh----pfossure vessel sha~·~d-with salety fOHef--vaIves 
and 8ontrolli ~-asfleGessa ry -lo-prGloGt-agaiflSt-Gvor-pFeSsUfe~+hBse-d-evisO&-shaHge 
w-GGflSffiJGtod, located -aooiflstal-led-thet-lhey cannot be fOflwed-iOOf*'rativec-The relieving 
capasl-\y-4-StI&hffess~re relief devices shall-ge- adequate ~n\-a--rise-ifl-pr-essur-e-m--t-he 
\IGsselef-oo-mor-e--than---W-p8fGef1-l---ageve-lhe--highest--pfOSSUfo--tG-whiGl1--af!y--flfeS&tlfe 
fOHoving--t!eviGe-i&-s,*~PfO&8tIfe-ef--thelewest sot p ressUfO-fOIiev1Hg-GeviGe-shaH 
be--oo-gfe3tOf--than--th-e--rnaJ(1mt!m---a11owagje--work1l'lg-pr-essHfe--e~-the--v~3R 

addit1Of\a1 hazard-i&-imlGlved--4ue---tGl'1re-Gf-Gihor-HHOl<POGted-SGUfGes--Gf--ffifte rn a I heat,the 
pressuro--r-eIt&I-do-viGOS-shalJ-m-e-et-the-f09t!1rerneffis-ol-M>M£---Gede-SeGtien--Vlll,Gi-v1s1Gf1--t, 
Ra~18-0r--Gf\fisio n 2, Ra rag raph-AR--1-I>Q-,--whiB-he¥ef-is--awJiGableo 
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(~)-~~-R~~{)fFfltin§SBnGApplianGes_ '.'\IIlBnover repairs are-made to~it\in§"s-anG 
af'pliancos Bf-il--1:leGemes~-A€Bessary-~\o replace loom, tho wor~-mtI&t-~w~h-too 
re~uiroments lor new-installaoorl&-

AtIt-hsr+t\"c--+oGA~~(a)E'l-};-@&-t2~W4-,--€>&-1-22 102, and 6g tn4G4----A4ministmtive 
H-istof),'---GfigiAat rule filed -IVIaJt-1-6,---1-9&€>;--elfeo\ive--Jllil& 15, 1996_ -ff'GrmeHy--fule 0780 2--1-1-_-0+1 
AmBrlGmeRfIfIOO-MafG4-2-+,--t99-1-i-{)ffeotiv-e-J~*9+--Amem!ment Ii led d UAe~2-7,2,1fOO;--efiestive 
GotebeF-;?8,:;U)OO--Amem!me~+le€hJu no 17, 2002;-efiestfveGotooer-;?8, 2002_ 

0800-03-03-_08 Requirements for Boilers_ 

(1) Automatic Low Water Fuel Cutoff and/or Water Feeding Device_ 

(a) Each automatically-fired boiler shall be equipped with one (1) or more automatic low 
water fuel cutoff devices conforming to the requirements of ASME CSD-1 latest 
edition/addenda adopted by the Board_ If a waterfeeding device is installed, it shall be 
so constructed that the water inlet valve cannot feedwater into the boiler through the 
float chamber, and so located as to supply requisite feedwater. The lowest safe 
waterline should not be lower than the lowest visible part of the water glass_ 

lJ2l Such fuel or feedwater control device may be attached directly to a boiler, or for low
pressure boiler to the tapped openings provided for attaching a water glass directly to a 
Q.oiler, provided that such connections from the boiler are nonferrous tees or Y's not 
less than one half (1/2) inch pipe size between the boiler and the water glass_ so that 
the water glass is attached directly and as close as possible to the boiler_ The ends of 
all nipples shall be reamed to full-size diameter 

(e) Designs embodying a float and float bowl shall have a vertical straightway valve drait} 
pipe at the lowest point in the water equalizing pipe cont}ections by which the bowl and 
the equalizing pipe can be flushed and the device tested_ 

[2) Boiler Blowoff Equipment 

(a) The blowdown from a boiler or boilers that enters a sanitary sewer system or blowdown 
which is considered a hazard to life or property shall pass through some form of blowoff 
equipment that will reduce pressure and temperature as required hereunder. 

1 _ The temperature of the water leaving the blowoff equipment shall not exceeq 
150°F~ 

2_ The pressure of the blowdown leaving any type of blowoff equipment shall not 
exceed 5 Q§llL 

3_ All blowoff equipment shall be fitted with openings to facilitate cleaning and 
inspection _ 

{lL Boiler Door Latches. 

@L A watertube boiler shall have firing doors of the inward-opening type, unless such 
doors are provided with substantial and effective latching or fastening devices, or are 
otherwise so constructed as to prevent them, when closed, from being blown open by 
pressure on the furnace Sig8_ These latches or fastenings shall be of the positive self
locking type_ Friction contacts, latches, or bolts actuated by springs shall not be used_ 
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The foregoing requirements for latches or fastenings shall not apply to coal openings of 
downdraft or similar furnaces. 

(b) All other doors, except explosion doors, not used in the firing of the boiler, may be 
Q[Qvided with bolts or fastenings in lieu of self-locking latching devices. 

~ Explosion doors, if used and if located in the setting walls within seven (7) feet of the 
firing floor or operating platforms shall be provided with substantial deflectors to divert 
the blast 

(4) Clearance. 

(a) When boilers are replaced or new boilers are installed in either existing or new 
buildings, a height of at least three (3) feet shall be provided between the top of the 
boiler proper and the ceiling or roof, and at least three (3) feet between all sides of the 
boiler and adjacent walls or other structures. Boilers and pressure vessels having 
manholes shall have five (5) feet clearance from the manhole opening and any wall, 
ceiling or piping that will prevent a person from entering the boiler or vesseL All boilers 
and pressure vessels shall be so located that adequate space will be provided for the 
proper operation of the boilers and pressure vessels and their appurtenances, for the 
inspection of all surfaces, tubes, waterwalls, economizers, piping valves and other 
equipment and for the necessary maintenance, repair and replacement of tubes. 

(b) A variance from the requirements of subparagraph (a) of this rule may be issued by the 
Chief Inspector or Chief Inspector's Designee for the installation of a steam heating, 
hot water heating, hot water supply, or unfired steam boilers or unfired pressure 
vessels. All requests must be submitted to the Chief Inspector or Chief Inspector's 
Designee prior to installation. 

(5) Exit from Boiler Room. Any boiler room exceeding five hundred (500) square feet floor area 
and containing one (1) or more boilers having a fuel-burning capacity of 1 000,000 BTU/hr, or 
equivalent electrical heat input, shall have at least two (2) means of exit Each exit shall be 
remotely located from the other. Each elevation in such boiler room shall have two (2) means 
of exit, each remotely located from the other. 

(6) Air and Ventilation Requirements. Combustion Air Supply and Ventilation of Boiler Room. A 
permanent source of outside air shall be provided for each boiler room to permit satisfactory 
combustion of the fuel as well as proper ventilation of the boiler room under normal operating 
conditions. 

(a) Total requirements of the burners for all fired pressure vessels in the boiler room must 
be used to determine the louver sizes, whether fired,by coal, oil or gas; however, the 
minimum net free louvered area must not be less than one (1 uguare foot The 
following table or formula shall be used to determine the net louvered area in sguare 
feel: 

Input 
BTU/Hour 

500,000 
1,000,000 
2,000,000 
JJ}QQOOO 
4,000,000 
5,000,000 
6,000,000 
7,000,000 

Required Air 
CuF:t /Min. 

125 
250 
500 
750 

1,000 
1,25J) 
1,500 
U50 

Min. Net Louvered 
Area Sq Ft 

1J2 
1J2 
1& 
£'9, 
3.3 
1J. 
5.0 
5.8 
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8,000,000 

CFM = BTUH x 2.5 
10.000 

Min. Net Louvered Area Required (Sq. Ft) = CFM 
300 

(b) When mechanical ventilation is used in lieu of subparagraph (a) of this rule, the supply 
of combustion and ventilation air to the boiler room and the firing devices shall be 
interlocked with the fan so the firing device will not operate with the fan off. The velocity 
of the air through the ventilation fan shall not exceed five hundred (500) feet per 
minute, and the total air delivered shall be equal to or greater than shown in sub
paragraph (a) of this rule. 

(7) Gas Burners. For installations which are gas-fired, the burners used shall conform to the 
applicable requirements of the American Gas Association, or other nationally recognized 
standards acceptable to the Board. 

(8) Prevention of Furnace Explosions. Fuel-burning equipment, the related safety devices and 
controls, and their operation shall be in accordance with the requirements of ASME CSD-1, 
or the NFPA 85 latest edition/addenda adopted by the Board, as applicable. 

(9) Electric Boilers. All appliances required for electric steam boilers shall be attached in 
accordance with the following rules: 

(a) The grounding of the boiler shall be permanently fastened on some part of the boiler, 
and shall be grounded in accordance with the National Electrical Code, NFPA 70. 

(b) A suitable screen or guard shall be provided around high tension bushingsi and a sign 
shall be posted warning of high voltage. This screen or guard shall be so located that it 
will be impossible for anyone working around the boiler to accidentally come in contact 
with the high tension circuits. During the adjustment of safety valves, the power circuit 
to the boiler shall be open. The boiler may be under steam or water pressure, but the 
power line shall be open while the operator is making the necessary adjustments. 

te) The minimum safety valve or safety relief valve relieving capacity for electric boilers 
shall be three and one half (3;;') pounds per hour per kilowatt input 

(10) Flue Connection. Each fuel-fired boiler shall be equipped with a vent or flue which shall 
terminate at any acceptable location outside the building. The size of the vent or flue and 
type of material shall be that recommended by the boiler manufacturer. 

(11) Attendants for Power Boilers. 

(a) A power boiler having a rating of either 5 h.p. or 50 sq. ft of heat-absorbing surface or 
greater shall not be operated for periods of longer than twenty (20) minutes without 
being checked pursuant to NB's recommendations, by an attendant who has been 
qualified by the owner/user in its operation, regardless of whether the boiler is 
equipped with automatic feedwater regulator, fuel or damper regulator, high and low 
water alarm, or other form of automatic control. 

(Q) A variance from the requirements of subparagraph (a) of this rule may be issued by the 
]loard. All re<J.hlests must be submitted to the Chief Inspector Qr ChLef Insj2Qctor's 
Designee no less than forty-five (45) days prior to the next regularly scheduled or 
call"'.<trnee.!il1q of the Board. 
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(12) Conditions not Covered. The Chief Inspector or Chief Inspector's Designee shall be 
consulted for any conditions not covered by these requirements. 

Authority: T.CA §§68-122-101, 68-122-102, and 68-122-106. 

01+ These ruies-awly-te-"ffiBlefiG-pewef-OOiiefs"-as defined in Rule 0800 3 3 .O~ 

~f3GW8!' boilers shall--reeei\l&-pi'ief--at!.t~tion from the Chiei'--lflspoctor before offiFy 
and operation of ~in the state of Tennessee. Prior to entering ~ 
9oi1eF,--the-owflBf-0f-llSe-r-shaIl-s\J1mlit-thefroper-Board aPflfD-ved application for operatioR--o! 
a-+listoric power boiler. 

faj---f'or histor~boilers located in the State, the OWflBr-er-llSOf shall be required to 
stllmlit tho in~ial-aWfiGaBon as 10R§-B&l1e possesses a curreffi--TeAnessee certificate of 
iAsj:JeGtitm----l-f--tAe--Tennessee GefHHGate of inspection expires, tho OWflBf-0f--llS&f--B-h-al1 
JBafl~thB-Gl'lief Inspoctor forflBf~efale-c 

fbf-For historic pOweF--geilBr-&-~f the State, with a valiEl--+eI1nessee 
c~rtificate of-iRspection, the owner or yser iB-alleweG--lo--freBly operate theif-OOilef-al 
events within thB--Stat&-- As long as thB--bGileJo--has a valid Tenne&see--eeFtiIiB-ate--Bf 
~-thBfe--i& no noedlo--f~Ofm+ssion to operate. 1-i'-lhB-Tennessee 
GOfIifiGalo--ol ins pocoofl--remaiF!&- expi rod -I0f---foor€-then--sOO:y-.-(6G-)-<:Iays-wi-tl1oo-t-afl 
ifl&j:>eGtiGH, or if the owner chooses to no ~~~ or retain a 
Tennessee certificate of inspOGtiGA,the-l:>Gfier shall--9&-pIaGeEl--iA- dormant statu&c---li--at 
~~Ier-is7IaGeE1-in clormant--st-atus, the owner or ysm shall reawly-with-the 
CfIief-InspeGtor-fuf~ to operate. 

f3)--Oesign and To~ 

(a) FOf--~----tfadftiooal-historic Powef--beilef&;---bGth---stamiafd--aflc!--f\{)f\standard,'-aOO 
RGRtraditiooal non sta ndard ilistoriG---power-flGHer-s,-#le-9WR-Of---Bf-llSef--sllal1--wwJv---the 
Ghial~eGl9f-with reports of the maJ?imum--allGwa91e---wGfi4iR-g--pre&Swe--~ 
aRd-ultrasooiG-testing at the time o!-ap~ion to opefale-c 

----ThB--G-alculatiGF\&- an cI u ItrasooiG---testiB§--sflale be com plete4-9y-a---kRBw1 eag eab Ie 
imlivitIual-lami1tar-witR--thB-pfaGtiG&-AIl--repGft ·res u Its aro soojeGt--tG-the---acGOplaflGe--o! 
thB-G4iei'--lflspeGlGJCawime--ol-appJicatieA-c 

fbl---A-GGpy-~hG-manyfacturer's data repert shall accompany all applications to operate 
nontraditional--stamiafd-Rimoric power boilers in the--Statec 

fG}--ThB--QHef--H'1&peclGf-Gr-QePllly-lA-SflOGlef--may--at---aHy-limG-GIolf-ing-tl18 a pp I iGatiGR--ofld 
iAsj:JeGOOR---f'reG8&Fr-request--aG4iooRa"-iflfe~as,-bui-flGt--li.mi\eG-4G, desig n, 
malerla~-iflBJ'OGlioR--Gr--t-estfRgc 

(4}- Traditional Historic -P-BWef-Beilar&c 

(a-} ----Tl1~um_altowal:lle_w~i'res&Ure-sfIall_tJe--BalGulalod ~4-a-mifli_-sa1eiy 
faGter-ol-&-fGr-staA-Elaffi-,ood-&&-lef-tfaE!itiGnai-floo-staR-dard-f\istor-iG-pewer-bGi1ers,-usiflg 
t-hB--fGrmu1a--fGr-hisffifiG-pewefoolers--iR parag Fa ph-{t4)-ef-lhis-rtlle, Aelte-exceed t2c5 
j%ig. 
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(Bt---+AA minimum-safety fact8l' shall be -€>c&-lGHFaGi\iooac-Aisl0fiG-tJGwer boileFS-flaNifl1l-lap
Fi¥eteG--loogfuJGiflae--jBiflt&----+I1e--mal<imYl'R--aliowahlo~~-&ool}Id---ool 

exceed ~ 00 psig_ --1i>eaJ-woltlifl§-of-a-lajHi-volod-loRWlti-diflaJ-joifl-Hs Rot permitted-

(5)---NontradiOOnal Historic Powe~r&c 

faf All nontraffitioRal historic power-tJoilors CGflstfl>cted after the effective dato of IRis-rule 
sMlI-OO-BGfl&tructod in aGcordaRBe-tG- Rule ggOO-3-3-0::lft)--NootFaeiOOnaHmnslandard 
l1istoriG--jgewef-ooilBr&,--free laRco Of scale modelS;--GooslfUBted after the effective date 
of-!his rule shall not~-the State_ 

(B}----+l1e---maxifmlm--allewal>le--worl(ing pressure lor OORtraGiliooal-slafldard historic power 
00ileFS-&l1a1l-ge-4etof-m-ifled in accordance will1--tI1e-applieable pr-evisions of tho edition 
of the ,o,SME COde-tfntler-wl1iGl1-lAey-wefe-Gonstructedc 

(sf- Tho maximum allowaBlo--wer-kiA~r{)- shall be colculateG-with a mirlimum-safoty 
factor of 5_5 for nontraditional nonstamlaF€l--l+i&to~ileF&,-tlSing tho rorroola-for 
historic pOWGl'-OOiler&in paragraph (14) oflRis-fule, Ratto 8)<Geed 125 psig_ 

fd) Nontraditional-~~boileFS having lap rivetedienll+lti-difla~ls 
shall not be allewed-lo--eperatG-in tho State_ 

f€» An annual inspestieR-Bf-all--l+i&torie power-Boilers shall be conducted by-a--~ly Inspoctor_ 
::r-fle-isstIaflBe of tho annual Teffnossoe GortifiGQ!e-4-iRSpOGlion shall be basod--Qf}-the-fO&blIts 
of tho annual inspection_ 

(a) The -owner of a historic power--\:)eilor oporatif\g- in the State shall possess a-1:let!rul 
efl€'(3tienal--k:l§ After stlGGeS&Iui-Oom plotioB--ef--lAB--iffitia I i nspoctio n-ldy--a--gej:mty 
lnspGGter-,--li1e-ewnor shall -B8--f'rev-ifled--wi#l--a---FOgisterod operational log bool<1dy--tAe 
GAlel'-lflSj)oGtor The operaliBRal-lGg--sltall-BOffiaiA-,lml-is-flBl lim ited 10 , -tAe-feIlGw~ 

4c---~Sj)oGtiefl---Ba1e&--witl1 tho signature and Gomffii-ssie4·--flHmber-el 
inspeGl-efi 

a~---QesGrIflOOn--of--r-epair-s-aruJ--alteratioos,-iru;lkl4ing--the-dat-8S;--w~-I1--silrnaWre--an4 
wmmission number of-iflspeGlefi 

€>c----+esling perlorme4-i3fl4By-w~pressure-test,-altrasenic lost, radiogFafllliG 
tost,-el&-)i-

7,------CAan§e--ef-ew~-iHGIuGif\g-the date -the-4istofiG-tJGweFOOi1ef- cha ng ed hand s 
~-aOO 

Ih---TllB--IFoo-t--jftl§O-eHAe operation al-Ie§---sltale-iflG!w:le--a--pag e n u m bor -imIex--ei-a1l 
iRsf}octie4s.-··iflsjdOGlor--iflstrucOORs;-ood--·fOpaiffi--Qf-··irlGiGef1-ls-·-ifwG1¥ed---witI1--too 
l1islorIGtJGweFooiler 
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ft» - 0 peratiorla~IlaI!OO-ava~aB1e-ID~speGtof-Bl-olf-l:irne&-l:RB-.mstoriG-j)OWef-OOilef 
i&-to- be opo Fale4-iR-tRG-StBl&---.Qj:3Bration al logs--\Ila\--are--lost-ef-misploGeQ-sIlaH-oo 
FejdGFleG--to--lRB-.-G4iel-ffiGpeGtoF--immediately. T-RO-BWI1-8f--&HdBor of the historic pewef 
bGiler shall be--responsible fOHRe-BGst-GHhG- operatiorlae-Ie§--fef'lasomont. Fail~re to 
possess -sr-repGft-a--IBGt-sr-misplaced operational iGg,-may-PfevGfll--the historic power 
bGilef--ffGf!H>per~the-Stoto or revoking of the TenfleSS8e c~rtificate of~nspection. 

fGJ------WRenGvef-tflB-f}8flGGGf-an--&poraliooal-le§'-Ra\'e. been completely fi II ed, th&-GWf\ef-S~1 
f8E!ues! a supplemBAtae-sporational log -H'Bffi-the Chief Inspectof--al--ne- cost to tRo 
GWflBrc----TRB-.--GWROf--l&---fOSjdonsible--lor rotain~nal logs, initial---and 
supplemental, i'ef--.#lo-Iifo--&l-the historic boilofo----tFl--lh-e--Bvenlthat the historic power 
bGiIef- changes hands, ~Ilall receive all original operational logs, initial 
an4-stIpplomental, Irom-the proviOU&-GWoor. The previeus owner may mal(e a copy ef 
tho opera-\ional logs for--h-is-roGGFG& 

fllJ- mperature between 60' te 120' f',an4-Rot te exceed 90% ef the 
&et-f}ressure of the-19west setting pressure relief doviGe--Em-tRe-BGiIer; held fer a period of at 
Iea&t--\Rifty-EJGt-nniootes may be conducted at the disGro-\iGn-GI-the--Qef}~ 

f'l-)----All-histefic power boilers sha~1 be equipped with-an-ASMIi:-stamped National-~ 
salely-¥alvo of adeqblato-BapaGty, togothef--wi-\h-.a-wO\fOl-iA4icator, calibrated pressure 
gauge and two s~itable moans of introducing watGr into the boiler. 

f~9J---+i1e--IlistoriG powef-bGiIefG,---\ra4itional and nontradit-iDnal, shaII--be--eEjtlij3pedl-witA-a-ftlSllilG 
~ fusible plU§S-sIlalI-b8-£-oostrUGtoG-te meet the requirements el the ASM~GIe-c 

(a) FusibI€-plugs shall be located at the IOW€>&f--pem1issi0!e--water level as detefminotl--£y 
t-he--boijer-man~IaGturer or the Chief 1A&iG-nBt-a¥al1a41a-

fcI}---f'-H&il:lleiJlUfJB-&hal not be refilled" 

(e1----AlcfusiBle-plUfjs shall be romoveGi--fer-ifl&peGOOn--&!1Be--e¥OfY two years.-

(f)----All-lusibIO-fllu§s--sIlaH-so replaced allef-;WO-heUfS of service witR- a new f\J&il:lIe-plufJ' 
GOnslRlGtod-to-meet-t-he-req.uir-&mefl-\s-gj'~ 

fg}-----1'AG--4a-\o-wAGn-tRB-.-ftlsible--p!u§l--is---remB'J8(;/.-fer-ifl&peGoon--Gf replaced sllall-f>e 
dGGUfl1e-R-\eG-in-~iGnaI·-iGg, 

(4+) All historic pOWef-OOiIOfs--shale-ge--eE[uippeEI--with oper-atiooal-tri-GoGi<&,- a gauge glass and 
pre&StlfG-§au§B---A-sipAGFl,-Gf-water-seal,-s-halI-OO-instaI!eB-Getwee.n.-\he-preG81JfO 9a uge a n4 
soilefc.--A!l-~sftalt-be-p-rG\lef\--3GGura-\e-al..tl1G-limG-Gf.-tIle-·3ffooaf-j~·-by 
tostiAg 0 r d ocu men-telioo-e1'-GalibfatiGfl-o 

(af-----Any.wsldeEI- code re paif-Gf-aR}'-ette-ratioo-sha!!-periefme-d-by-ef9ORiz-atiGA&-t\elGirl§-a 
valid ~lational Board " R"--stamp. If the re~f·or-altoration is pefiermed-in-thi&-State,-llle 
"g"--stamp-ookl9r-sAaI!-~ave--a-GUrrenl--<>tata-sf.-TermOG&Oe--BGiIef-Re~r-aAGi--E-roGtion 

Cen-I:raGtof'G lice n se. 
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t&t MechaniBal-GGtl€-Fe!Jairs-t,,-flis\efi&~r-Wi1ef&-Stlffi-a&,{jyt not I iR'litoG-to;-tOOe,-fivst 
aOO-stay---·F8fllaG8fl'1Bnt-may-'{)s--~-9y-·-#l&·-GWflBf;--Gr-Bi&-OOsi§flB&,--wOO-is 

hRBwledgeablo abm'l-#!&-fejlaif--\o-Bo-~ith prior-ejlproval of the Chief 
lFlSf'GGlE>Fo 

fGt- All repairs ami-allefations,wolded-.an4-meGFiaflical,sFlaH-i>e-+RSpeOloG-by an inspector 
~meF\led-004he-appijsable-Nalio~NB R" form. The "NB R" form sh.aH 
wstlsmiUe4-and kept on file in tho Chief·rnsl'lsctor2s-ofi'i,*" 

-t.----F_.thsse-Fe!Joirs and ailefatioffs·performed in tR&State,-a- Deputy InspeGter-shaH 
r-fefm-~ 

&--F~aifs and alterations performed-ootside-ef the State, the inspection shall be 
peff~y a National Board commis&~ 

:J. AII-FejdBirs and -a-itE>F3llons shall be-dGcumentod in the owner's operational log 
~-the-insl'l€G~rmod the inspoctiofl.c 

E-1-:l-)--All-standard historic pew€f-OOilers shall have legible st.amping clearly visibl&te-tFla-inspoctoF. 

faJ- The mmdmum--allowable WOrk4Ag- pressurG -GI-a--4istofiG- power boi1€F-sjqaj1-be 
detormined-iA 8CCOFdaRB&With-th&followiF!jJ formul8~ 

TSlli--=-rnal<imtlffisJlowablQ-W0f.J<4F!jJ pressu FO -fflsifr) 
ru;:s 

t~-mjnimblm thiGknoss-Gf shell plato,in-woakost CGtlffi&(4RGRB&t 

J;-=--&ffiGi&RGY-Gi'-lGRWltiGjnai-j8ini-+f'Bf-~t&-3flG--pilffi, dete rm i n 8-E-1ly-UlB 
rules-prov-i4e4-ifl--SBGtion--i-Bf-tR& M; M E Code. For rivoted Gon stFt!Gtiofl,--refeJ"-Ie-tRe 
Nation~ioR-bBde;--~-eOOion. For seamloss-GOOSlFYBlioH,considor E 
to-{js-tOO%j 

g=ffisiGEH"~of.shBf4iRGRes} 

FS~faGlor of salety~stf]:}paragraph (a) of paragraph (4) aRti-stf]:}paragraph-{-Gt-ol 
pafagra.ph~~4Bi&rulej 

(b-)--+ern;il&~t~rensth-Bfste-ei-Br-~t-iFBn shell plates is not 
i<RBwn,itshal-b&taken as 55,OOG-psi-iBf-Stosi-Gnd-4!O,ooO psi forwr-ffilght iron. 

(c>j-- --GHlSlliF!jJ-Strs~Bf-MiId-.stooi- The rosislarlc-&tB-{}fblSlling-Bf..rnild· sloe Ish a IIge-faksn 
~G-il&~ 

(9) -----Stfef\§ffi-el-Rivels-in S hear Whsrl-8-GmpHUng-t~FSF!jJt4-Bf-rivel&-in-sheaf, 

tR&-~lHos-m-psKtHllB-GreS&-sec4ioffai.area of th&fivet shank-sllall-G&uss4 

PSI 
JrofHi¥els-iR-Sin§le-shBnr--- -----:>8,000 
lroIHi¥elsin4BOOlo-sIlea·r +€>,OOO 
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'-'lee I rivets-in-slfl#le shoar 
Steel rivets in double shear 

WheR-"tOO"cliarABler-Gf4Re-ffiIel-OOle&-ffi-!hB-~ooiflal--jsiBts of a boiler is no~ 
the-cliarABleH!f10 cross sectionae-Ofea"-of-rivet&,-~o-wleGiecl-ffOffi 
~or as ascertained by cut~-ri\let-ffi-tAe-lletly-0f-ihe-j0i,* 

+able'!-
Sizes Of Rivets Based On Plato-+AlekAess 

ffiiGKness 4f4 
of plato 
(lRshBs1 
Qiameter 
of+ivel 
aftill 't4+'I-€> 
clri¥ifl# 
(inches) 
ffiickness 
Gf-j:>1at-a 
~&) 
Qiamelof 
of-fWe\ 
aftill 
~ 
(inches) 

-1-'1-/4{; 

W -"-+fl&_kiA§'-i'f8&SuF8-~e-tlBGroased by--the--in&pocter,witll- authorization of-the 
Grnof-lfl&j3ec-ID,,-if-thB-B-GfldffiGA-a!10-&afety-4-\he-tGile-r-waJ+aRt7 

AuthGr-ity~-'f~"-~1~1-O-1~1-6< 1 02 and-eg-m~-A4miAi&tr-atj-ve-loli"st{)fr-Original ruie-fileG! 
January--&1-,-1-99&i-offeGii¥&-May--il1,1gm;-AmBr!dmBRtIiled-~-feGli-vo-~ 
AmoAEimBRt-fileG! N ovem ber -2+,--::l00&i- effective March :JO, 2 006c-RB}leGian4"flBW-fufo-liled-~ebr-uafY"B, 
~-effoctive Jllile 2g, 2006. 

0800-03-03-.09 Requirements for Fired Jacketed Steam Kettles. 

L~Fired Jacketed Steam Kettles. Fired jacketed steam kettles may be constructed in 
accordance with ASME Code, Section VIII, provided the following requirements are met: 

(a) Welded joints in contact with products of combustion shall be of Type No.1 of Table 
UW-12, ASME Code, Section VIII. 

iJ:1L When parts subjected to pressure are made of carbon steel material, the minimum 
thickness shall be one fourth (1/4) inch. The minimum thickness of stainless steel or 
nonferrous pressure parts shall be as specified in the applicable part of ASME Code, 
Section VIII, Subsection C. 

"(!;L When in contact with products of combustion, carbon steel material shall be pressure 
vessel quality and austenitic stainless steel parts shall be either extra-low carbon or 
stabilized grades. 

® __ StructuralllLade carbon steel shall not be used for any pressure part." 
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(e) The operating pressure of the jacket shall not exceed 50 psiq. 

(I) Vessels constructed under this rule shall be inspected by an authorized inspector. 
Such vessels marked with the UM Symbol are not acceptable. 

(9) No steam or water shall be withdrawn from the jacket for use externally to the vessel. 

(h) The capacity of the safety valve in pounds of steam per hour shall be at least equal to 
the BTU rating of the burner divided by one thousand (1000). 

(i) The jacket shall be equipped with the following minimum appurtenances and controlso: 

1. A pressure gauge; 

2. A water gauge glass' 

3. A separate connection fitted with a check valve and stop valve, for adding water 
to the jacket; 

4. An automatic gas valve controlled by pressure or temperature to maintain the 
stearn pressure in the jacket below the safety valve setting; 

5. A low water cutoff that will cut off the fuel to the burner if the water in the jacket 
drops below the lowest permissible water level as established by the 
manufacturer; and 

6. A safety pilot control that will cut off the fuel to both the main burner and the pilot 
burner in case of pilot flame failure. 

Authority: T.eA §68-122-1 02. 

{-1t----F-G~n spoctio n 8 of floi lor8 and pressu r-G-vessels-aoo-fof-maffili'aGiCJf8f&-aRtl-BoA-tr-aslof& 
of boilers and pressure vessels quality GOR¥eH;y·stem--~ 

---------------------~g 

fBJ---f'.Gr-ooe-f 1 ) fu II d aY--fAaJ4mtIm---------------- ---------$&QlU)Q 

~--F-8f-SfeGial boiler aml-f}fessure vosseHAspeGHerl&-aOO- second hand inspections: 

(a-)---.f"-er-en e h a II ~%)-.fIa.)'-fI1inj_H1------------------- ----- --$;1W.OO 

flJ}---f' or one \-'I-)-fuW..flay-max-ilmJ-fA---------------------------$WQ-.OO 

fJj---li>ofi8F&-ffisF>&iioo-F-ees-{Fffed..ljessels) c 

--:$~ 

flJ}---Ii>oilef&-G\i8f-a-#-P-.-Gf-Gvel'-§g-BElo-llc-9lheatffis--suffaGe----------$~ 

EE:-)---E-*emaliflSfleGtfgA-&-------------------------------·-----~gg 
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(a) Intomae-an419JCBxternal inspeGlion of each unfired pressufe 
\fBSSe1 subjeGt-~OGtioo-fla¥ifl§"a cross sectioMI-area-s1 
fifty-f5Gt~u3r&fuBtor~-is- -------- ~i:HJG 

(0) For eaGh-a4dj~-ffirn<jred (1 OO}square feet or fraction 
theFoof,ehl-~Q)-Sf!tIar&fuBH&- ------"$<>6_,,0,Q 

~e_m3fl_niflB~-$-9+cD0) shall oeflditl-feF4av 
fGJCtOO-actHal-iRBj)ectkm--limB-el-eaGA-inspector OR-aflJLOrl&f1) vesseL 

(5) E)(aminatioo-fBe-toon refundable) $100_00 

$50_00 (6J--- Cortificate-el-GBmpetoocy fee (non relUf14ab,l€le>l-) ---

tB Identification caFd-fe&{AOfl-FefUflGable) Annual FefleW3e-1 --------1$2<>00 

-------~$~35~ 

fGl---Fef-~sUf0-4eating boilers and unfired pressure vessels $50_00 

(9) license-iee' 

------l$~7iMlQ 

--$a0cW 

f-i-ot-MfF-Sf'eGialffiSflBC-fum-lee,haSBd~-fl~werking days nBlice of inspOGtjooc 

(a)----+--14 V'Jorl<ingQaysiF-Bf- 0 n 0 h a If+il2j-Gayrniflimuffi------ $250 _ 00 
fBf-OflBf'I+4a)'-ffia*irnttrn--------------------~ 

(b)--U-~WOO;iRg&_Qays;_f-~GaymiRimurn---------------~~ 
f __ ooe+~)4A<l*imum----- $20000 

(B-)- 21 dO VVorki~For one ha~+i-12)4ay_mifHmum----------$~O 
f'eHme+B4ay-maJ?irnttrn---------------------_$_~ 

(d)- More than 30 Wor-king Days; For oRB4laIf-BI21-tla'f-ffiiflifmlm----------$4Qcoo 
l"Gf-_f1-)4ay-maJ?imuffi----- $ gO _ 00 

Auloori!yc T.CA §§ 4 t>-2D2(/\)(d), 62 122~-RmugA-68 122 104, 68 m-406, 62 122 111, 68-4-2:<-
4-1;>'-<>8 122 116, 68 i-22-204,-A~~-AGmiBistrative History~Gfiginal Rule Filed Mar0R-27, 
~S1-;_I"'ffecti¥e_-JbIflB--29,-i-Q94_ (Formerly 0080 &-~ed June 27, 2000; gfleGti\18 
Gctooef-28,n~~ ,6,mendme~iled MaFGfl-~QG-1-i-l"'Ifecti¥e-JfIly_ 30, 2001 _ Repeal and ~lew-Qule 
j;jled ~lOVOrOOef 21, 2005i--€~~Arnendment Filed November 20, 2006;~e 
March 30, 2007_-Repeal andNew-RuIeNIBG-Jaftuary-;>l,~-!illeGlive May 3D,20Q& 

0800-03-03-_ 1 0 Existing Power Boilers_ 

(1) Age Limits. 
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(a) There shall be an age limit of thi[!yJ2Q) years for any nonstandard existing power 
boiler, except for the following: 

1. Any such boiler not having a lap-riveted longitudinal joint may be continued in 
operation for so long as no distress or leakage develops during a pressure test 
with water temperature between 60' to 120' F, of no more than ninety percent 
(90%) of the set pressure of the lowest setting pressure relief device on the 
boiler, held for a period of at least thirty (30) minutes. 

2. Any such boiler having lap-riveted longitudinal joints and operating at a pressure 
in excess of 50 psig shall have an age limit of twenty (20) years. When removed 
from an existing setting this type of boiler shall not be reinstated for a pressure 
in excess of 15 psig. 

3. "Historic power boilers" as defined in T.CA § 68-122-104(c)(1) and Rule 0800-
03- 03-01(18) 

(b) The age limit for a standard existing power boiler shall be dependent upon the results 
of a thorough internal and external inspection and, where required by the inspector, a 
pressure test with water temperature between 60' to 120' F, of no more than ninety 
percent (90%) of the set pressure of the lowest setting pressure relief device on the 
boiler, held for a period of at least thirty (30) minutes. 

(2) Maximum Allowable Working Pressure for Standard Boilers. The maximum allowable working 
pressure for standard boilers shall be determined in accordance with the applicable 
provisions of the edition of the ASME Code under which they were constructed. 

(3) Maximum Allowable Working Pressure for Nonstandard Boilers. 

(a) The maximum allowable working pressure of a nonstandard boiler shall be determined 
in accordance with ASME Code, Section I, PG-27. 

p ~ 
2SE(t - C) 

or 
SE(t - C) 

D-Zy(t-C) R + (1 - y)(t - C) 

(b) Tensile Strength. When the tensile strength of steel or wrought iron shell plates is not 
known, it shall be taken as 55,000 psi for steel and 45,000 psi for wrought iron. 

(c) Crushing Strength of Mild Steel. The resistance to crushin9.J2iJ:nild steel shall be taken 
as 95,000 psi. 

(d) Strength of Rivets in Shear. When computing the ultimate strength of rivets in shear, 
the following values i~unds per square inch of the cross-sectional area of tD~ rivet 
shank shall be used: 

Iron rivets in single shear 38,000 
Iron rivets in double shear 76,000 
Steel rivets in single shear ____ 4"'4:0,"'0"'0,,0 
Steel rivets in double shear 88,000 

When the diameter of the fivet holes in the longitudinal joints of a boiler is not known~ 
the diameter and cross-sectional area of rivets, after driving, may be selected from 
Table 1 or as ascertained by cutting out cJnEUjJ rivet in the body o( the joint. 
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Table 1 
Sizes of Rivets Based on Plate Thickness 

Thickness of glate-in. % 9/32. 5/16 11/32 3/8 13/32. 
Diameter of rivet after 
driving-in. 11/16 11/16 13/16 13/16. 

Thickness of glate-in. 7/16 15/32 % 9/16 5/8 
Diameter of rivet after 
driving-in. 15/16 15/16 15/16 1-1/16 1-1/6 

(4) Cast Iron Headers and Mud Drums. The maximum allowable working pressure on a water 
tube boiler, the tubes of which are secured to cast iron or malleable iron headers, or which 
have cast iron mud drums, shall be 160 psig. 

(5) Pressure on Cast Iron Boilers. The maximum allowable working gressure for any cast iron 
boiler, except hot water boilers, shall be 15 psig. 

(6) Safety Valves. See ASME Section I, PG-67 

(8) The use of weighted-lever safety valves, or safety valves having either the seat or disk 
of cast iron, is grohibited. 

(b) Each boiler shall have at least one (1) ASME/NB stamped safety valve; and if it has 
more than five hundred (500) square fee! of water-heating surface, or an electric power 
input of more than 500 kwh, it shall have two (2) or more safety valves. 

(c) The valve or valves shall be connected to the boiler, independent of any other steam 
connection, and attached as close as possible to the boiler, without unnecessary 
[ntervening pipe or fittings. 

(d) No valve of any description shall be placed between the safety valve and the boil~QI 
on the escage pipe, if used. When an escape pipe is used it shall be at least the full 
size of the safety valve discharge and fitted with an open drain to prevent water lodging 
in the uPQer gart of the safety valve or in the escape Dige. When an elbow is placed on 
a safety valve escape pipe, it shall be located close to the safety valve outlet; or the 
escage pige shall be anchored and supported securely. All safety valves discharged 
shall be so located or piped as to be carried clear from walkways or glatforms. 

(e) The safety valve capacity of each boiler shall be such that the safety valve or valves 
will discharge all the steam that can b-'L9-enerated by the boiler without allowing the 
Qressure to rise to more than six percent (6%) above the highest pressure to which any 
valve is set, and in no case to more than six percent (6%) above ,the maximum 
allowable working pressure. 

(I) One (1) or more safety valves on every boiler shall be set at or below the maximum 
allowable working pressure. The remaining valves may be set within a range of three 
gercent (3%) pefGeffi above the maximum allowable working pressure, but the range of 
lietting of all the safety valves on a boiler shall not exceed ten percent (10%) of the 
hig~lest pressure to which any valve is set. 

illL When . .two (2) or more boilers operatiJl9...9t different pressures and safety valves 
settings are interconnected, the lower pressure boilers or interconnected piping shall 

309309



be equipped with safety valves of sufficient capacity to prevent overpressure, 
considering the maximum generating capacity of all boilers. 

(h) Where the boiler is supplied with feedwater directly from water mains without the use of 
feeding apparatus (not to include return traps), no safety valve shall be set at a 
pressure greater than ninety four percent (94%) of the lowest pressure obtained in the 
§.!dlli2!y main feeding the boiler. 

(i) The relieving capacity of the safety valves on any boiler shall be checked by one (1 ) of 
the three (3) following methods; and, if such capacity is found to be insufficien.1 
additional valves shall be provided: 

1. By making an accumulation test, which consists of shutting off all other steam 
discharge outlets from the boiler and forcing the fires to the maximum, the safety 
valve capacity shall be sufficient to prevent a rise of pressure in excess of six 
percent (6%) of the maximum allowable working pressure. This method should 
not be used on a boiler with a superheater or reheater; 

2. By measuring the maximum amount of fuel that can be burned and computing 
the corresponding evaporative capacity (steam generating capacity) upon the 
basis of the heating value of this fuel, these cornputations shall be made as 
outlined in the Appendix of the ASME Code, Section I; or 

3. By measuring the maximum amount of feedwater that can be evaporated. 

(7) Boiler Feeding. 

(a) Each boiler shall have a feed supply which will permit it to be fed at any time while 
under pressure. 

(b) A boiler having more than five hundred (500) square feet of water-heating surface shall 
have at least two (2) suitable means of feeding, one (1) of which shall be a feed pump. 
A source of feed at a pressure six percent (6%) greater than the set pressure of the 
safety valve with the highest settin<Lmay be considered one (1) of the means. Boilers 
fired by gaseous, 1i'l!Jlsj~ solid fuel in suspension may be equipped with a single 
means of feeding water provided means are furnished for the shutoff of heat input prior 
to the water level reachi,~9west safe level. 

(c) The feedwater shall be introduced into the boiler in such a manner that it will not be 
discharged, close to riveted joints of shell or furnace sheets, or directly against surfaces 
exposed to products of combustion, or to direct radiation from the fire. 

(d) The feed piping to the boiler shall be provided with a check valve near the boiler and a 
valve or cock between the check valve near the boiler. When two (2) or more boilers 
are fed from a common source, there shall also be a valve on the branch to each boiler 
between the check valve and the source of supply. Whenever a globe valve is used on 
the feed piping, the inlet shall be under the disk of the valve. 

i§) When deaerating heaters are not employed, it is recommended that the temperature of 
the feedwater be not less than 1200 F to avoid the possibility of setting up localized 
stress. Where deaerating heaters are employed, it is recommended_ that the rninirnum 
feedwater temperature be not less than 2150 F so that dissolved gases rnay be 
thoroughly released. 

lliL- Water Level Indicators. 
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(8) No outlet connections (except for damper regulator, feedwater regulator, low water fuel 
cutout, drains steam gauges, or such apparatus that does not permit the escape of an 
appreciable amount of steam or water there from} shall be placed on the piping that 
connects the water column to the boiler. The water column shall be provided with a 
valved drain of at least three fourths (3/4) inch pipe size, with the discharge to be piped 
to a safe location. 

(b) Per ASME Code, Section I, gauge cocks are no longer required. 

(e) For all installations where the water gauge glass or glasses are more than thirty (30) 
feet above the boiler operating floor, remote water level indicating or recording gauges 
shall be installed at eye level. 

(9) Steam Gauges. 

(a) Each steam boiler shall have a steam gauge with dial range not less than ona and one 
half (1%) times the maximum allowable working pressure, connected to the steam 
space or to the steam connection to the water column. The steam gauge shall be 
connected to a siphon (or equivalent device) of sufficient capacity to keep the gauge 
tube filled with water. Such siphon (or equivalent device) shall be so arranged that the 
gauge cannot be shutoff from the boiler, except by a cock with tee or lever handle 
placed in the pipe near the gauge. The handle of the cock shall be parallel to the pipe 
in which it is located when the cock is open. 

(b) When a steam gauge connection longer than eight (8) feet becomes necessary, a shut
off valve may be used near the boiler, provided the valve is of the outside-screw-and 
yoke type and is locked open. The line shall be of ample size, with provision for free 
blowing. 

(c) Each boiler shall be provided with a one half (1/2) inch nipple and globe valve 
connected to the steam space, for the exclusive purpose of attaching a test gauge 
when the boiler is in service so that the accuracy of the boiler steam gauge ma~ 
ascertained. 

(10) Stop Valves. 

(a) Each steam outlet from a boiler (excePLsafety valve and water column connections) 
shall be fitted with a stop valve located as close, as practicable to the boiler. 

(b) When a stop valve is so located that water can accumulate, ample drains shall be 
provided. The drainage shall be piped to a safe location, and shall,not be dischargec! 
on the top of the boiler or its setting. 

(c) When boilers provided with manholes are connected to a common steam main, the 
steam connection from each boiler shall be fitted with two (2) stop valves having ample 
free blow drain between them. The discharge of the drain shall be visible to the 
operator while manipulating the valves, and shall be piped clear of the boiler setting. 
The stop valves should consist of one (1) non-return valve (set next to the boiler) and a 
second valve of the outside-screw-and-yoke type. 

(11) Blowoff Connection. 

(8) The construction of the setting around each blowo!! pipe shall permit free expansion 
and conJraction. Careful attention shall be given to the problem of sealing these setting 
openings without restricting the movement of the blowoll piping. 
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(b) When exposed to furnace heat. all blowoff piping shall be protected by fire brick or 
other heat-resistant material, so as constructed the piping may be inspected readily. 

j£) Each boiler shall have a blowoff pipe, fitted with a valve or cock in direct connection 
with the lowest water space. Cocks shall be of the gland or guard type, and suitable for 
the pressure allowed. The use of globe valves is prohibited. When the maximum 
allowable working pressure exceeds 100 psig, each blowoff pipe shall be provided with 
two (2) valves or a valve and cock. 

(d) When the maximum allowable working pressure exceeds 100 psig, blowoff piping shall 
be at least extra-heavy steel from the boiler to the valve or valves, and shall be run full
size without use of reducers or bushings. The piping shall not be galvanized. 

(e) All fittings between the boiler and blowofi valve shall be of steel. In case of renewal of 
blowoff pipe or fittings, they shall be installed in accordance with the rules for new 
installations. See Recommended Rules for National Board Boiler Blowoff Equipment. 

(12) Repairs and Renewals of Boiler Fittings and Appliances. Whenever fittings or appliances are 
repaired or replaced, the work shall comply with the rules governing new installations. 

(13) Conditions Not Covered by These Requirements. All cases not specifically covered by these 
requirements shall be treated as new installations, or may be referred to the Chief Inspector 
or Chief Inspector's Designee for instructions. 

Authority: TCA §§68-122-102 and 68-122-104. 

0800-03-03-.11 Existing Heating Boilers. 

ilL Standard Boilers. The maximum allowable working pressure of standard boilers shall in no 
case exceed the pressure indicated by the manufacturer's identification stamped or cast on 
the boiler, or on a plate secured on it. 

(2) Nonstandard Riveted Boilers. The maximum allowable working pressure on the shell of a 
nonstandard riveted heatil1Jl bpiler shall be determined in accordance with.,Rule 0800-03-03-
.10(3) except that in no case shall the maximum allowable working pressure of a steam 
heating boiler exceed 15 psi9" or a hot water boiler exceed 160 psi9,QL250o F. 

(3) Nonstandard Welded Boiler. The maximum allowable working pressure of a nonstandard 
steel or wrought iron heating boiler of welded construction shall not exceed 15 psig for steam. 
For other than steam service, the maximum allowable working pressure shall be calculated in 
accordance with ASME Code, Section IV but in no case shall it exceed 30 psig. 

(4) Nonstandard Cast Iron Boilers. 

(a) A maximum allowable working pressure of a nonstandard boiler composed principally 
of cast iron shall not exceed 15 psig for steam service or 30 psig for hot water service. 

(b) The maximum allowable working pressure of a nonstandard boiler having cast iron 
shell or heads and steel or wrought iron tubes shall not exceed 15 psig for steam 
service or 30 psig for hot water service. 

(5) Safety Valves. 

(a) Each steam boiler shall have one (1) or more ASME/NB stamped safety valves of the 
§prin9J2Qp-type adjusted and sealed to discharge at a pressure not to exceed 15 psiq" 

312312



;>eals shall be attached in a manner to prevent the valves from being taken apart 
without breaking the seal. The safety valves shall be arranged so that they cannot be 
reset to relieve at a higher pressure than the maximum allowable working pressure of 
the boiler. A body drain connection below seat level shall be provided by the 
manufacturer and this drain shall not be plugged during or after field installation. For 
valves exceeding two and one half (2)1,) inches pipe size, the drain holes or holes shall 
be tapped not less than three eighths (3/8) inch pipe size. For valves less than two and 
one half (2)1,) inches, the drain hole shall not be less than one fourth (1/4) inch in 
diameter. 

(b) No safety valve for a steam heating boiler shall be smaller than one half (1/2) inch 
unless the boiler and radiating surface consist of a self-contained unit. No safety valve 
shall be larger than four and one half (4)1,) inches. The inlet opening shall have an 
inside diameter equal to. or greater than, the seat diameter. 

(c) The minimum relieving capacity of the valve or valves shall be governed by the 
capacity rnarking on the boiler. 

(d) The rninimum valve capacity in pounds per hour shall be the greater of that determined 
by dividing the maximum BTU output at the boiler nozzle obtained by the firing of any 
fuel for which the unit is installed by one thousand (1000) or shall be determined on the 
basis of the pounds of stearn generated per hour per square foot of boiler heating 
surface as given in Table 2. In many cases, a greater relieving capacity of valves will 
have to be provided than the minimum specified by these rules. In every case, the 
requirements of subparagraph (e) of this rule shall be met. 

Table 2 
Minimum Pounds of Steam Per Hour 
Per Square Foot of Heating Surface 

Boiler Heating Surface; 

Hand fired 
Stoker fired 
Oil gas or pulverized fuel fired 

Waterwall Heating Surface' 

Hand fired 
Stoker fired 
Oil, gas or pulverized fuel fired 

firetube 
Boilers 

Watertube 
Boilers 

1. When a boiler is fired only by a gas giving a heat value not in excess of 200 BTU 
per cubic foot, the minimum safety valve or safety relief valve relieving capacity 
may be based on the value given for hand-fired boilers above. 

2. The minimum safety valve or safety relief valve relieving capacity for electric 
boilers shall be three and one half (3)1,) pounds per hour per kilowatt input. 

3. For heating surface determination, see ASME Code, Section IV, Paragraph HG
:'103 
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(e) The safety valve capacity for each steam boiler shall be such that with the fuel-burning 
equipment installed and operating at maximum capacity, the pressure cannot rise more 
than 5 psig above the maximum allowable working pressure, 

~ When operating conditions are changed, or when additional boiler heating surface is 
installed, the valve capacity shall be increased (if necessary) to meet the new 
conditions and comply with this paragraph, When additional valves are required, they 
may be installed on the outlet piping, provided there is no intervening valve, 

(9) If there is any doubt as to the capacity of the safety valve, an accumUlation test shall be 
run, See ASME Code, Section VI, Recommended Rules for Care and Operation of 
Heating Boilers, 

(h) No valve of any description shall be placed between the safety valve and the boiler, 
and on the discharge pipe between the safety valve and the atmosphere, The 
discharge pipe shall be at least full-size, and shall be fitted with an open drain to 
prevent water lodging in the upper part of the safety valve and in the discharge pipe, 
When an elbow is placed on the safety valve discharge pipe, it shall be located close to 
the safety valve outlet; and the discharge pipe shall be securely anchored and 
supported, All safety valve discharges shall be so located and piped as not to 
endanger persons in the area, 

(6) Safety Relief Valve Requirements for Hot Water Boilers, 

(a) Each hot water heating boiler shall have at least one (1) ASME/NB stamped safety 
relief valve set to relieve at or below the maximum allowable working pressure of the 
boiler, Each hot water supply boiler shall have at least one (1) ASME/NB stamped 
safety relief valve of the automatic reseating type set to relieve at or below maximum 
allowable working pressure of the boiler safety relief valves, ASME/NB stamped as to 
capacity, shall have pop action when tested by steam, When more than one (1) safety 
relief valve is used on either hot water heating or hot water supply boilers, the 
additional valve or valves shall be ASME/NB rated and may be set within a range not 
to exceed 6 psig above the maximum allowable working pressure of the boiler up to 
and including 60 psig, and five percent (5%) for those having a maximum allowable 
working pressure exce"ding 60 psig, Safety relief valves shall be spring loaded, Safety 
relief valves shall be so arranged that they cannot be reset at a higher pressure than 
the maximum permitted by this subparagraph, 

(b) No materials liable to fail due to deterioration or vulcanization when subject to 
saturated steam temperature corresponding to capacity test pressure shall be used for 
any part. 

(c) No safety relief valve shall be smaller than three fourths (3/4) inch nor larger than four 
and one half (4)1,) inches standard pipe size, except that boilers having a heat input not 
greater than 15,000 BTU per hour may be equipped with a safety relief valve of one 
half (1/2) inch standard pipe, The inlet opening shall have an inside diameter 
approXimately equal to, or greater than, the seat diameter, In no case shall the 
minimum opening through any part of the valve be less than one fourth (1/4) inch in 
diameter or its equivalent area, 

~ The required steam relieving capacity, in pounds per hour, of the pressure relieving 
device or devices on a boiler shall be the greater of that determined by dividin9..1tl.§ 
maximum output in BTU at the boiler nozzle obtained by the firl!:L9..Qi any fuel for which 
the unit.!s installed by one thousand (1,000) or shall be determined on the basis of 
pounds of steam generated per hour per square foot of boiler heating surface as given 
in Table 2, In many cases, "--9.@.ater relieving capacity of valves will have to be 
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provided than the minimum specified by these rules. In every case, the requirements of 
subparagraph (I) of this rule shall be met. 

(e) When operating conditions are changed, or when additional boiler heating surface is 
installed, the valve capacity shall be increased if necessary, to meet the new 
conditions and shall be in accordance with Table 2 and subparagraph (f) of this rule. 
The additional valves required, on account of changed conditions, may be installed on 
the outlet piping provided there is no intervening valve. 

(f) The safety relief valve capacity for each boiler shall be such that, with the fuel burning 
equipment installed and operating at maximum capacity, the pressure cannot rise more 
than 5 psig above the maximum allowable working pressure for steam heating boilers, 
and ten percent (10%) above maximum allowable working pressures for hot water 
boilers. 

ifIL- If there is any doubt as to the capacity of the safety relief valve, an accumulation test 
shall be run. See ASME Code, Section VI. Recommended Rules for Care and 
Operation of Heating Boilers. 

(h) No valve of any description shall be placed between the safety relief valve and the 
boiler, and on the discharge pipe between the safety relief valve and the atmosphere. 
The discharge pipe shall be at least full-size, and shall be fitted with an open drain to 
prevent water lodging in the upper part of the safety relief valve or in the discharge 
pipe. When an elbow is placed on the safety relief valve discharge pipe, it shall be 
located close to the safety relief valve outlet and the discharge pipe shall be properly 
supported. All safety relief valve discharges shall be so located and piped as not to 
endanger persons in the area. 

(7) Steam Gauges. 

@l Each steam boiler shall have a steam gauge connected to its steam space, its water 
column. or its steam connection, by means of a siphon or equivalent device exterior to 
the boiler. Th~hon (or equivalent device) shall be a sufficient capacity to keep the 
gauge tube filled with water and shall be so arranged that the gauge cannot be shut off 
frcem the boiler except by a cock with tee or lever handle placed in the pipe near the 
gauge. The handle of the cock shall be parallel to the pipe in which it is located when 
the cock is open. 

l.I:?) The scale on the dial of a steam gauge shall be graduated to not less than 30 psig- nor 
more than 60 psig. The gauge shall be provided with effective stops for the indicating 
pointer at the zero (0) point and at the maximum pressure point. The travel of the 
pointer from zero (0) to 30 psig pressure shall be at least three (3) inches. 

illL Pressure or Altitude Gauge andJ-hermometers. 

(a) Each hot water heating or hot water supply boiler shall have a pressure or altitude 
gauge connected to it or to its flow connection in such a manner that it cannot be shut 
off from the boiler except by a cock with tee or lever handle, placed on the pipe near 
the gauge. The handle of the cock shall be parallel to the pipe in which it is located 
when the cock is open. 

(b) The scale on the dial of the pressure or altitude gauge shall be graduated 
§pQfoximately to not less than one and one half (1%) nor more than three and one half 
@/i) times the pressure at which the safety relief valve is set. See NBIC Part 1, 
Section 3.8.2.1 
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J£L Piping or tubing for pressure or altitude gauge connections shall be of nonferrous metal 
when smaller than one (1) inch pipe size 

(d) Each hot water boiler shall have a thermometer so located and connected that it will be 
easily readable when observing the water pressure or altitude gauge. The thermometer 
shall be so located that it will at all times indicate the temperature in degrees 
Fahrenheit of the water in the boiler at or near the outlet. 

(9) Water Gauge Glasses. 

(a) Each steam boiler shall have one (1) or more water gauge glasses attached to the 
water column or boiler by means of valved fittings. The lower fitting shall be provided 
with a drain valve of the straightaway type, with opening not less than one fourth (%) 
inch diameter to facilitate cleaning. Gauge glass replacement shall be possible while 
the boiler is under pressure. 

(b) Transparent material, other than glass. may be used for the water gauge, provided that 
the material has proven suitable for the pressure temperature and corrosive conditions 
encountered in service. 

(10) Stop Valves and Check Valves. 

(a) If a boiler may be closed off from the heating system by closing a steam stop valve, 
there shall be a check valve in the condensate return line between the boiler and the 
system. 

~ If any part of a heating system may be closed off from the remainder of the system by 
closing a steam stop valve, there shall be a check valve in the condensate return pip§' 
from the part of the system. 

L11) Feedwater Connections. 

(a) Feedwater, make-up water, or water treatment shall be introduced into a boiler through 
the return piping system or through an independent feedwater connection which does 
not discharge again~arts of the boiler exposed to direct radiant heat from the fire. 
Feedwater, make-up water, or water treatment shall not be introduced through 
openings or connections provided for inspection or cleaning, safety valve, safety relief 
valve, surface blowoff, water colurnn water gauge glass, QLessure gaug~ 
temperature gauge. 

(b) The feedwater pipe shall be provided with a check valve near the boiler and a s\Qp 
valve or cock between the check valve and the boiler or return pipe system. 

<.12~ Return Pump. Each boiler equipped with a condensate return pump shall be provided with a 
water level control arranged to automatically maintain the water level in the boiler within the 
range of the gauge glass. 

(13) Repairs and Renewals of Fittings and Appliances. Whenever fittings or appliances are 
repaired or replaced, the work shall comply with the rules governing new installations. 

Authority: T. CA §68-122-1 02. 
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0800-03-03-.12 Existing Pressure Vessels. 

(1) Maximum Allowable Working Pressure for Standard Pressure Vessels. The maximum 
allowable working pressure for standard vessels shall be determined in accordance with the 
applicable provisions of the ASME Code or the API-ASME Code. The maximum allowable 
working pressure shall not be increased to a greater pressure than shown on the 
manufacturer's nameplate stamping and data report unless prior approval is obtained from 
the Chief Inspector or Chief Inspector's Designee. 

(2) Maximum Allowable Working Pressure for Nonstandard Pressure Vessels. 

(a) The maximum allowable working pressure of a nonstandard pressure vessel shall be 
determined in accordance with ASME Code, Section VIII, Division 1, PG-27. 

PR 
t=---

SE-O.6P 

SEt or P= ----
R + O.6t 

(b) The minimum factor of safety shall in no case be less than five (5) for existing 
installations. The working pressure shall be decreased when deemed necessary by the 
inspector to insure the operation of the vessel and its particular service. 

(c) The maximum allowable working pressure permitted for formed heads under pressure 
shall be determined by using the appropriate formulas from ASME Code, Section VIII, 
Division 1, and the tensile strength and factors of safety given in this rule. 

(d) The maximum allowable working pressure for nonstandard pressure-vessels subject to 
external pressure shall be determined in accordance with ASME Code, Section VIII, 
Division 1. 

ill Inspection of Inaccessible Parts. If the inspector determines during an inspection that it mll'L 
be necessary to remove the interior or exterior lining, covering, or brickwork to expose certain 
parts of the vessel not normally visible, the owner or user shall remove such material to 
permit a proper inspection and the remaining thickness. 

i1L Overpressure Protection. Each pressure vessel shall be provided with safety relief valves 
and controlling devices as necessary to protect against overpressure. These devices shall be 
so constructed, located and installed that they cannot be rendered inoperative. The relieving 
capacity of such pressure relief devices shall be adequate to p@vent a rise in PLessure in the 
vessel of no more than ten percent (10%) above the highest pressure to which any pressure 
relieving device is set. The opening pressure of the lowest set pressure relieving device shall 
be no greater than the maximum allowable working pressure of the vessel. Where an 
additional hazard is involved due to fire or other unexpected sources of external heat, the 
pressure relief devices shall meet the requirements of ASME Code, Section VIII, Division 1, 
Paragraph UG-125 or Division 2, Paragraph 9.2, whichever is applicable. 

(5) Repairs and Renewals of Fittings and Appliances. Whenever repairs are made to fittings and 
appliances or it becomes necessary to replace them, the work must comply with the 
requirements for new installations. 

Authority: T.CA §§68-122-102 and 68-122-104. 

0800-03-03-.13 Historic Boilers. 

ill These rules apply to "historic.Jlower boilers" as defined in Rule 0800-03-03-.01 (18) 
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(2) Historic power boilers shall receive prior authorization from the Chief Inspector or Chief 
Inspector's Designee before entry and operation of the boiler in the state of Tennessee. Prior 
to entering the State with the boiler, the owner or user shall submit the proper Board 
approved application for operation of a historic power boiler. 

(a) For historic power boilers located in the State, the owner or user shall be required to 
submit the initial application as long as he possesses a current Tennessee certificate of 
inspection. If the Tennessee certificate of inspection expires the owner or user shall 
reapply to the Chief Inspector or Chief Inspector's Designee for permission to operate. 

(b) For historic power boilers located outside of the State, with a valid Tennessee 
certificate of inspection, the owner or user is allowed to freely operate their boiler at 
events within the State. As long as the boiler has a valid Tennessee certificate of 
inspection, there is no need to reapply for permission to operate. If the Tennessee 
certificate of inspection remains expired for more than sixty (60) days without an 
inspection, or if the owner chooses to no longer operate the boiler or retain a 
Tennessee certificate of inspection, the boiler shall be placed in dormant status. If at 
any time the boiler is placed in dormant status, the owner or user shall reapply with the 
Chief Inspector or Chief Inspector's Designee for permission to operate. 

(3) Design and Testing. 

(a) For all traditional historic power boilers, both standard and nonstandard, and 
nontraditional nonstandard historic power boilers, the owner or user shall supply the 
Chief Inspector or Chief Inspector's Designee with reports of the maximum allowable 
working pressure calculations and ultrasonic testing at the time of application to 
operate. The calculations and ultrasonic testing shall be completed by a 
knowledgeable individual familiar with the practice. All report results are subject to the 
acceptance of the Chief Inspector or Chief Inspector's Designee at time of a.PP.lication. 

(jJ) A copy of the Manufacturer's Data Report shall accompany all applications to operate 
nontraditional standard historic power boilers in the State. 

w_Jhe Chief Inspector or Chief Inspector's Designee or Deputy Inspector may at anytime 
during the application and inspection process request additional information, such as, 
but not limited to design, material, inspection or testing. 

(4) Traditional Historic Power Boilers. 

(a) The maximum allowable working pressure shall be calculated with a minimum safety 
factor of five (5) for standard, and five point five (5.5) for traditional nonstandard historic 
power boilers using the formula for historic power boilers in paragraph (14) of this rule, 
not to exceed 125 psig. 

(b) The minimum safety factor shall be six point five (6.5) for traditional historic power 
boilers having lap-riveted longitudinal joints. The maximum allowable working pressure 
should not exceed 100 psig. Seal welding of a lap-riveted longitudinal joint is not 
permitted. 

(5) Nontraditional Historic Power Boilers. 

illL""" All nontraditional historic power boilers constructed after the effective date of this rule 
shall be constructed in accordance with Rule 0800-03-03-.03. Nontraditional 
nonstandard historic power boilers, free-lance or scale models, constructed after the 
effective date of this rule shall not be allowed to operate in the State. 
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iliL The maximum allowable working pressure for nontraditional standard historic power 
boilers shall be determined in accordance with the applicable provisions of the edition 
of the ASME Code under which they were constructed. 

(c) The maximum allowable working pressure shall be calculated with a minimum safety 
factor of five point five (5.5) for nontraditional nonstandard historic power boilers. using 
the formula for historic power boilers in paragraph (14) of this rule. not to exceed 125 
2§lfL 

(d) Nontraditional nonstandard historic power boilers having lap-riveted longitudinal joints 
shall not be allowed to operate in the State. 

(6) An annual inspection of all historic power boilers shall be conducted by a Deputy Inspector. 
The issuance of the annual Tennessee certificate of inspection shall be based on the results 
of the annual inspection. 

(7) Operational Log. 

(a) The owner of a historic power boiler operating in the State shall possess a bound 
operational log. After successful completion of the initial inspection by a Deputy 
Inspector. the owner shall be provided with a registered operational log book by the 
Chief Inspector or Chief Inspector's Designee. The operational log shall contain, but is 
not limited to, the following: 

1. The operation date of the historic power boiler: 

2. The length of time the historic power boiler was operated: 

3. Location where operated (city and state): 

4. Jurispictional inspection dates with the signature and commission number of 
inspectQ[; 

5. Description of repairs and alterations, incl~ the dates, with signature and 
commission number of inspector; 

6. Testing performed and by whom (e.g .• pressure test, ultrasonic test, radiographic 
test, etc): 

7. Change of ownership, including the date the historic power boiler changed 
ownership and to whom: and 

8. The front page of the operational log shall include a page number index of all 
inspections, inspector instructions, and repairs or incidents involved with the 
historic power boiler. 

(b) Operational logs shall be available to the inspector at all times the historic power boiler 
is to be operated in the State. Operational logs that are lost or misplaced shall be 
reported to the Chief Inspector or Chief Inspector's Designee immediately. The owner 
or user of the historic power boiler shall be responsible for the cost of the operationaJ 
!29J"placement. Failure to possess or report a lost or misplaced operational log, may 
prevent the historic power boiler from operating in the State or revoking of the 
Tennessee certificate of inspection. 
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(c) Whenever the pages of an operational log have been completely filled, the owner shall 
request a supplemental operational log from the Chief Inspector or Chief Inspector's 
Designee no cost to the owner The owner is responsible for retaining all operational 
logs, initial and supplemental for the life of the historic boiler. In the event that 
ownership of the historic power boiler changes, the new owner shall receive all original 
operational logs initial and supplemental, from the previous owner. The previous 
owner may make a copy of the operational logs for his records. 

(8) A pressure test with water temperature between 60 0 to 1200 F, and not to exceed ninety 
percent (90%) of the set pressure of the lowest setting pressure relief device on the boiler, 
held for a period of at least thirty (30) minutes may be conducted at the discretion of the 
Deputy Inspector. 

(9) All historic power boilers shall be equipped with an ASME stamped NB rated safety valve of 
adequate capacity, together with a water level indicator, calibrated pressure gauge and two 
(2) suitable means of introducing water into the boiler. 

(10) The historic power boilers traditional and nontraditional, shall be equipped with a fusible 
plug. All fusible plugs shall be constructed to meet the requirements of the ASME Code. 

(a) Fusible plugs shall be located at the lowest permissible water level as determined by 
the boiler manufacturer or the Chief Inspector or Chief Inspector's Designee when this 
information is not available. 

(b) Fireside fusible plugs shall protrude at a minimum of one (1) inch into the water. 

(e) Waterside fusible plugs shall not protrude into the fire area more than one (1) inch. 

(d) Fusible plugs shall not be refilled. 

(e) AIiJusible plugs shall be removed for inspection once every two (2) years. 

ill All fusible plugs shall be replaced after three hundred (300) hours of service with a new 
fusible plug constructed to meet the requirements of the ASME Code. 

(g) The date when the fusible plug is removed for inspection or replaced shall be 
documented in the owner's operation~ 

(11) All historic power boilers shall be equipped with operational tri-cocks, a gauge glass and 
pressure gauge. A siphon, or water seal, shall be installed between the pressure gauge and 
boiler. All pressure gauges shall be proven accurate at the time of the annual inspection by 
testing or documentation of calibration. 

(12) Repairs and Alterations. 

(a) Any welded code repair or any alteration shall be performed by organizations holding a 
valid NB "R" stamp. If the repair or alteration is performed in this State, the "R" stamp
holder shall have a current State of Tennessee Boiler Erectors and Repairers 
Contractor's license. 

(b) Mechanical code repairs to historic power boilers such as, but not limited to, tube, rivet 
and stay replacement may be completed by the owner or his designee, who is 
knowledgeable about the repair to be performed with prior approval of the Chief 
Inspector or Chief Inspector's Designee. 
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ffl- All repairs and alterations, welded and mechanical, shall be inspected by an inspector 
and documented on the applicable NatiGAal B8affi "NB-R" form. The "NB-R" form shall 
be submitted and kept on file in the Chief Inspector's or Chief Inspector's Designee's 
office. 

1. For those repairs and alterations performed in the State, a Deputy Inspector shall 
perform the inspection. 

2. For repairs and alterations performed outside of the State the inspection shall be 
performed by a NB commissioned boiler inspector. 

3. All repairs and alterations shall be documented in the owner's operational log 
and signed by the inspector who performed the inspection. 

(13) All standard historic power boilers shall have legible stamping clearly visible to the inspector. 

U1L Maximum Allowable Working Pressure for Nonstandard Historic Power Boilers 

(a) The maximum allowable working pressure of a historic power boiler shall be 
determined in accordance with the following formula: 

TStE = maximum allowable working pressure (psig) 
RFS 

Where: 

TS = ultimate tensile strength of shell plate, pounds per square inch (psi) 

t = minimum thickness of shell plate, in weakest course (inches) 

E = efficiency of longitudinal joint [For tube ligaments and pitch, determine E in 
accordance ASME Code, Section I. For riveted construction, refer to the 
National Board Inspection Code, 1973 edition. For seamless construction, 
consider E to be one hundred percent (100%).J 

R = inside radius of weakest course of shell (inches) 

FS = factor of safety [See subparagraph (a) of paragraph (4) and subparagraph (cLQf 
paragraph (5) of this ruleJ 

!ll.L Tensile Strength. When the tensile strength of steel or wrought iron shell plates is not 
known, it shall be taken as 55,000 psi for steel and 45,000 psi for wrought iron. 

0LCrushing Strength of Mild Steel. The resistance to crushing of mild steel shall be taken 
as 95,000 P& 

(d) Strength of Rivets in Shear. When computing the ultimate strength of rivets in shear, 
the following values in psi of the cross-sectional area of the rivet shank shall be used: 

PSI 
Iron rivets in single shear 38,000 
Iron rivets in double shear 76,000 
Steel rivets in single she"'aO!.r _____ -'4::c4"',"'0"'0-cO 
S tee I ri vets i n d",o""u"-b,,,1 8",s,"-h",e",a"-r ____ "-8 8""",0",0",0 
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Thickness 
Q[plate 
(inches) 
Diameter 
of rivet 
after 
driving 
(inches) 
Thickness 
of plate 
(inches) 
Diameter 
of rivet 
after 
driving 
(inches) 

(When the diameter of the rivet holes in the longitudinal joints of a boiler is not known, 
the diameter and cross-sectional area of rivets, after driving, may be selected from 
Table 1, or as ascertained by cutting out one (1) rivet in the body of the joint.) 

Table 1 
Sizes of Rivets Based on Plate Thicknes~ 

(e) The working pressure may be decreased by the inspector, with authorization of the 
Chief Inspector or Chief Inspector's Designee, if the condition and safety of the boiler 
warrant. 

Authority: T.CA §§68-122-102, 68-122··104, and 68-122-202, 

0800-03-03-.14 Fees, 

f1L_ For shop inspections of boilers and pressure vessels which include manufacturers and 
contractors of boilers and pressure vessels, quality control system reviews which include 
ASME and NBIC triennial reviews, and when variances are granted by the Board: 

(a) For one half (y,) day minimum 

(b) For one (1) full day maximum 

$250.00 

$500.00 

(2) For special boiler and pressure vessel inspections and second-hand inspections: 

(a) For one half (Y,) day minimum 

(b) For one (1) full day maximum 

(3) Boiler inspegtion fees (fired vessels), 

(a) Boilers of 5 H,P, or less, or 50 sq, ft or less of heating surface 

iQl Boilers over 5 H.P. or over 50 sq. It. of heating surface 

(4) Boiler inspection fees (unfired vessels). 

$250.00 

$500.00 

$40.00 

$40.QQ 

$25,00 
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(a) Internal andlor external inspection of each unfired pressure 
vessel subject to inspection having a cross-sectional area of 
fifty (50) square feet or less 

(b) Each additional one hundred (100) square feet or fraction 
thereof, of area in excess of fifty (50) sguare feet 

$25.00 

$6.00 

1. Not rnore than ninety-seven dollars ($97.00) shall be paid per day for the actual 
inspection tirne of each inspector on anyone (1) vessel. 

(5) Exarnination fee (non-refundable) $100.00 

(6) Certificate of cornpetency fee (non-refundable) $50.00 

1.1) Identification card fee (non-refundable) annual renewal $25.00 

(8) Inspection certificates fees. 

(a) Power boilers $35.00 

(b) low pressure heating boilers and unfired pressure vessels $50.00 

(9) License fee. 

(a) Original license (first year) $75.00 

(b) Annual renewal license $50.00 

(10) For special inspection fee, based on the nurnber of working days' notice of inspection: 

(a) 1 - 10 Working Days - For one-half (1/2) day minirnurn 

For one (1) full day maxirnurn 

(b) 11 - 20 Workings Days - For one-half (1/2) day rninimurn 

F or one (1) lu II day rn",a",x",i rn=u rn"'--___ _ 

(e) 21 - 30 Working Days - For one hall (1/2) day rninimurn 

For one (1) full day rnaxirnum 

(d) More than 30 Working Days - For one half (1/2) day rninirnurn 

For one (1) full day rnaximurn 

Authority T.CA §§4-5-218, 10-7-501 et seq. 68-122-102, 68-122-111 and 68-122-113 .. 

$250.00 

$500.00 

$100.00 

$200.00 

$60.00 

$120.00 

$40.00 

$80.00 
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* If a roll-call vote was necessary, the vote by the Agency on these rules was as follows: 

Board Member Aye No Abstain Absent Signature 
(if required) 

Chairman, Brian R. X 
Morelock 
Euaene Robinson X 
David W. X 
Bauahman 
Dr. Glen Johnson X 
Dr. Domenic X 
Canonico 
Vacant 

I certify that this is an accurate and complete copy of proposed rules, lawfully promulgated and adopted by the 
Board of Boiler Rules on 12/16/2015, and is in compliance with the provisions of T.CA § 4-5-222. The Secretary 
of State is hereby instructed that, in the absence of a petition for proposed rules being filed under the conditions 
set out herein and in the locations described, he is to treat the proposed rules as being placed on file in his office 
as rules at the expiration of ninety (90) days of the filihg of the proposed rule with the Secretary of State. 

Date: --'""4-..L-.:....I!-:-.;------------~ 

Signature: -:wd~~~~a:,.~~::!1~==------~ 

Title of Officer: 

Subscribed and sworn to before me on: _--'S=.'_'--'I'--'l-'--'--'I'--<-'---_--..-_______ _ 

Notary Public Signature: K'I-fJ cL14= 
My commission expires on: _--.:J~,,'-1/~1--!.1-'7'-<,L..k2-""{J-'1...19'-----------

All proposed rules provided for herein have been examined by the Attorney General and Reporter of the State of 
Tennessee and are approved as to legality pursuant to the provisions of the Administrative Procedures Act, 
Tennessee Code Annotated, Title 4, Chapter 5. 

IJ.J 
N l-
N <r. Herbert H. a ery III f-u., 

Attorney General and Reporter cIl 

x: L~~_ 

t / ~ /:t...''''' oE'--:i L:-::J 
"'-.' • I Date L .. < 

w >,:c L-, __ ' 

(,) ~ <:[~~-
,!lepa~e~1i~State Use Only 
r~'" CL: c.... 

"" u 
~~ ~ Filed with the Department of State on: ___ -..:(.,"'--I\iU"'.-\\..lIl"'" _______ _ 

Effective on: ---"c-'-+\.L\1'1j,!l-\ 7'-"l.; .... '--;,#---~ 

<1[1 tllUtfl,l' 
/ Tre Hargett 
Secretary of State 
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G.O.C. STAFF RULE ABSTRACT 

AGENCY: 

SUBJECT: 

STATUTORY AUTHORITY: 

EFFECTIVE DATES: 

FISCAL IMPACT: 

STAFF RULE ABSTRACT: 

Department of Revenue 

Taxpayer Remedies for Disputed Taxes, Tax 
Enforcement Procedures Act, Business Tax Rules 
and Regulations, State Sales and Use Tax Rules, 
and Franchise and Excise Tax Rules and 
Regulations 

Tennessee Code Annotated, Sections 67-1-102(a), 
67-1-1439, and 67-6-402 

September 26, 2016 through June 30, 2017 

None 

According to the Department, the portions of the 
rulemaking hearing rule concerning taxpayer 
remedies for disputed taxes will be amended as 
follows: 

1. Rule 1320-01-02-.01 will be repealed because it 
was superseded by 2014 legislation; and 
2. Rule 1320-01-02-.05 Request for Informal 
Conference will be amended to reflect the new 
"proposed assessment" approach adopted under 
Public Chapter 854 (2014) and to align with current 
procedures of the Administrative Hearing Office. 

According to the Department, the portion of the 
rulemaking hearing rule concerning the Tax 
Enforcement Procedures Act will be amended to 
delete obsolete language due to 2014 legislation, to 
delete obsolete references to positions within the 
Department, and to remove language granting a 
delegee the ability to re-delegate the authority to 
make tax assessments. 

According to the Department, the portion of the 
rulemaking hearing rule concerning business tax 
rules and regulations will be updated or repealed to 
reflect 2009 statutory changes that allowed bad 
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debt deductions, moved the administration and 
collection of the business tax from the cities and 
counties to the Department, and made changes 
related to contractors. These rules will also be 
updated due to 2013 statutory changes which 
require updates not currently listed in the rules. 
Additional changes to this portion of the rules 
include: 

1. Rule 1320-04-05-.28 concerning Locations and 
Outlets - Operations and Other Localities will be 
amended to provide new guidance to property 
management companies and individuals leasing 
property for less than 180 days; and 
2. Rule 1320-04-05-.47 Sales for Resale will be 
amended to bring it in line with Pfizer v. Johnson, 
No. M2004-00041-COA-R3-CV, 2006 WL 163190 
(Tenn. Ct. App. Jan. 23, 2006), the holding of which 
the Department follows. 

According to the Department, the certain sales and 
use tax rules will be repealed or amended to reflect 
1986, 1999, 2003, 2005, and 2008 legislation, 
rendering certain language obsolete. Language 
already codified will be deleted in certain rules. 
Other rules require updating to provide guidance 
consistent with policies and procedures. Additional 
changes to the portion of the rules concerning sales 
and use tax include: 

1. Rule 1320-05-01-.63 Registration Certificate will 
be amended to simplify reporting for individuals or 
property management companies with multiple 
rental properties within the same jurisdiction; and 
2. New Rule 1320-05-01-.128 provides guidance 
for 2015 legislation expanding the industrial 
machinery exemption to include research and 
development. 

According to the Department, the franchise and 
excise tax rules have not been updated since 
legislation in 1999 that restructured how entities are 
taxed. Accordingly, many of these rules are being 
repealed or updated to reflect current law. In 
addition, the rules will be amended by deleting 
language that predates implementation of 
electronic filing requirements. Other changes to 
this portion of the rules include: 

1. Rule 1320-06-01-.11 will be repealed because it 
was in part superseded by 2013 legislation; the 
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remaining portion of the rule is unnecessary and 
potentially conflicts with law on the dissolution of 
corporations. In addition, certain rules are being 
updated for taxpayer ease; 
2. Rule 1320-06-01-.18 Minimum Measure of 
Franchise Tax will be amended by deleting a 
section that has been codified since promulgation 
of the original rule and amended by adding 
language currently contained in Rule 1320-06-01-
.35, to improve the ability of taxpayers to locate 
relevant information. Additionally certain rules will 
be updated to reflect the 1992 statutory adoption of 
the "functional test" for classifying earnings; 
3. Rule 1320-06-01-.34 will be replaced in its 
entirety to address changes under the Revenue 
Modernization Act of 2015 whereby the state 
primarily has shifted to market-based sourcing 
standards. However, cost of performance 
standards may remain applicable to a qualified 
member of a qualified group; 
4. Rule 1320-06-01-.40 Disregarded Entities will be 
added to clarify the Department's current treatment 
of disregarded entities, as reflected in published 
guidance; 
5. Rule 1320-06-01-.41 Series Limited Liability 
Companies will be added to clarify the 
Department's current treatment of series limited 
liability companies, as reflected in published 
guidance; and 
6. Rule 1320-06-01-.42 Sales Factor - Sales Other 
than Sales of Tangible Personal Property in this 
State is proposed as necessary to address the 
market-based sourcing standards adopted under 
the Revenue Modernization Act, Public Chapter 
644 (2015). 
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Public Hearing Comments 

One copy of a document containing responses to comments made at the public hearing must accompany the 
filing pursuant to T.CA § 4-5-222. Agencies shall include only their responses to public hearing comments, 
which can be summarized. No letters of inquiry from parties questioning the rule will be accepted. When no 
comments are received at the public hearing, the agency need only draft a memorandum stating such and include 
it with the Rulemaking Hearing Rule filing. Minutes of the meeting will not be accepted. Transcripts are not 
acceptable. 

Prior to the public hearing, the Department received several written comments. 

Two individuals commented regarding Rule 1320-01-02-.05 concerning the informal conference process. One 
individual suggested requiring the Audit division to provide a statement of legal argument and supporting 
documentation on the same timeframe as that requested of taxpayers; an automatic continuation of the 
conference if the Hearing Officer rules in favor of the Audit Division without that division providing legal reasoning; 
language making it clear that a taxpayer may offer and discuss a compromise solution with the Hearing Officer 
during the conference process; and, requiring the Department to publish conference decision reports or 
summaries on a more frequent basis than it currently does. The Department responded that it disagrees that 
these suggestions are within the scope of Rule 1320-01-02-.05, or within the scope of the Department's 
administrative rules in general. The Department, however, agreed that the suggestions and comments are useful 
for the effort of the Department's Hearing Office to be a continuing valuable service and venue for taxpayers and 
invited the individual to meet to discuss the suggestions. 

The second individual commenting on Rule 1320-01-02-.05 Request for Informal Conference addressed adding 
language to subsection (2)(b) referencing Tenn. Code Ann. § 67-1-107 in the same manner as subsection (2)(a) 
to ensure that a taxpayer can make a request for informal conference through an alternative delivery service as 
authorized under I.R.C. § 7502. The Department responded that it has revised the rule to clarify that a written 
request made via United States mail or private delivery service designated by the Internal Revenue Service under 
I.R.C. § 7502 is timely if transmitted within thirty (30) days after the date of the notice of proposed assessment 
and that its timely filing is determined in accordance with Tenn. Code Ann. § 67-1-107. Likewise a written request 
made by facsimile, electronic mail, or a non-designated delivery service made and received on or before thirty 
(30) days after the notice of proposed assessment is deemed timely. 

The Department received a third comment expressing concern that Rule 1320-05-01-.106 for Industrial Machinery 
contains a reference to Rule 1320-05-01-.68(4) but that the proposed Rule 1320-05-01.128 for Research and 
Development does not contain such a reference. The Department responded that although Rules 1320-05-01-
.68(4) and 1320-05-01-106(4) contain language referencing a certificate of resale, the Department currently uses 
a direct pay permit rather than a certificate of resale. The purpose of Rule 1320-05-01-.106(4) for Industrial 
Machinery is to clarify that if a taxpayer has a direct pay permit, it must also have an industrial machinery 
exemption to purchase items exempt from the Tennessee sales and use tax, and in such case, the taxpayer can 
present to a vendor the direct pay permit in lieu of the industrial machinery exemption certification. Nothing limits 
a taxpayer qualifying for the exemption for research and development explained in Rule 1320-05-01-.128 from 
using a direct pay permit in the same manner, and the research and development exemption certificate will 
contain a statement confirming this information. 

Lastly, the Department received a statement acknowledging satisfaction with Rule 1320-06-01-.42 concerning 
market-based sourcing, stating that the rule follows the statutory frameworks and provides appropriate guidance 
to taxpayers. 
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Regulatory Flexibility Addendum 

Pursuant to T.CA §§ 4-5-401 through 4-5-404, prior to initiating the rule making process as described in T.CA 
§ 4-5-202(a)(3) and T.CA § 4-5-202(a), all agencies shall conduct a review of whether a proposed rule or rule 
affects small businesses. 

(1) Types of small businesses directly affected: 
These rules affect small businesses in the same manner as all other businesses. 

(2) Projected reporting, recordkeeping, and other administrative costs: 
There are no added reporting, recordkeeping, and other administrative costs associated with of these 
rules. 

(3) Probable effect on small businesses: 
These rules do not have a negative effect on small businesses. 

(4) Less burdensome, intrusive, or costly alternative methods: 
There is no less burdensome, intrusive, or costly alternative method available outside of these rules. 

(5) Comparison with federal and state counterparts: 
These rules appear to comport with other similar state and federal rules. 

(6) Effect of possible exemption of small businesses: 
Exempting small businesses from any of these rules would not be in the best interest of small businesses, 
as these rules provide necessary guidance for tax compliance. 
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Impact on Local Governments 

Pursuant to T.C.A. §§ 4-5-220 and 4-5-228 "any rule proposed to be promulgated shall state in a simple 
declarative sentence, without additional comments on the merits of the policy of the rules or regulation, whether 
the rule or regulation may have a projected impact on local governments." (See Public Chapter Number 1070 
(http://state.tn.us/sos/acts/106/pub/pc1070.pdf) of the 2010 Session of the General Assembly) 

The proposed rules are not anticipated to have an impact on local governments. 
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Additional Information Required by Joint Government Operations Committee 

Chapter 1320-01-02 
Taxpayer Remedies for Disputed Taxes 

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

Rule 1320-01-02-.01 will be repealed because it was superseded by 2014 legislation. Rule 1320-01-02-.05 
Request for Informal Conference will be amended to reflect the new "proposed assessment" approach adopted 
under Public Chapter 854 (2014) and to aliQn with current procedures of the Administrative Hearing Office. 

(S) A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promulgation of such rule or establishing guidelines relevant thereto; 

Tenn. Code Ann. §67-1-1 02 gives the Commissioner of the Department of Revenue the power to prescribe rules 
that are not inconsistent with the law. 

(e) Identification of persons, organizations, corporations or governmental entities most directly affected by this 
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; 

The repeal of Rule 1320-01-02-.01 and the amendment of Rule 1320-01-02-.05 do not directly affect anyone 
because the rules are being repealed or amended to delete obsolete language and to comport with current 
administration. The repeal or amendment will not increase taxes. It is not anticipated that any groups will oppose 
the repeal or amendment. The rules affect all taxpayers who pay taxes administered by the Department of 
Revenue. 

(D) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates to 
the rule; 

I The Department of Revenue is not aware of any. 

(E) An estimate of the probable increase or decrease in state and local government revenues and expenditures, 
if any, resulting from the promulgation of this rule, and assumptions and reasoning upon which the estimate 
is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact is more than two 
percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), whichever is less; 

I There is no fiscal impact resulting from the repeal of these rules. 

(F) Identification of the appropriate agency representative or representatives, possessing substantial knowledge 
and understanding of the rule; 

LI ~K~ri~st~in~H~u~s~at~,~A~s~s~is~ta~n~t~C~o~m~m~is~s~io~n~e~r~a~n~d~G~e~n~e~ra~I~C~o~u~n~s~e~I _____________________________________ J 
(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 

scheduled meeting of the committees; 

l Kristin Husat, Assistant Commissioner and General Counsel 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

Tennessee Department of Revenue, Andrew Jackson Building, 500 Deaderick Street, 11 Floor, Nashville, TN 
37242; 615 741-2348; Kristin.Husat@tn.gov 

(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

LI -,T"h"e-,D"e..,p",a'Crt'Cm~e~n~t-,o~f-,R~e~v"e"n"ue"-,,is~n~o~tcOa~w"a",r",e-,o~f"a~nLy,.re",q.,.u"e"s"t "fo~r-,a",d",d",it~io",n,..a,,1 r"e",le,..v"a",n"t "in,"fo",r,.m~a ... t",io",nc..' _____________ =:1 
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Chapter 1320-02-01 
Tax Enforcement Procedures Act 

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

Rule 1320-02-01-.43 Assessment by Commissioner will be amended to delete obsolete language due to 2014 
legislation, to delete obsolete references to positions within the Department, and to remove language granting a 
delegee the ability to redelegate the authority to make tax assessments. 

(8) A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promUlgation of such rule or establishing guidelines relevant thereto; 

Tenn. Code Ann. §§67-1-1 02 and 67-1-1439 give the Commissioner of the Department of Revenue the power to 
prescribe rules that are not inconsistent with the law. 

(e) Identification of persons, organizations, corporations or governmental entities most directly affected by this 
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; 

Rule as amended does not affect anyone because the amendment deletes obsolete language. The amendment 
will not increase taxes. It is not antici ated that an rou s will oppose the amendment 

(D) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates to 
the rule; 

I The Department of Revenue is not aware of any. 

(E) An estimate of the probable increase or decrease in state and local government revenues and expenditures, 
if any, resulting from the promulgation of this rule, and assumptions and reasoning upon which the estimate 
is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact is more than two 
percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), whichever is less; 

I There is no fiscal impact resulting from the amendment of this rule. 

(F) Identification of the appropriate agency representative or representatives, possessing substantial knowledge 
and understanding of the rule; 

Kristin Husat, Assistant Commissioner and General Counsel 

(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 
scheduled meeting of the committees; 

I Kristin Husat, Assistant Commissioner and General Counsel 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

Tennessee Department of Revenue, Andrew Jackson Building, 500 Deaderick Street, 11 Floor, Nashville, TN 
37242; (615) 741-2348; Kristin.Husat@tn. ov 

(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

I The Department of Revenue is not aware of any request for additional relevant information. 
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Chapter 1320-04-05 
Business Tax Rules and Regulations 

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

The business tax rules will be updated or repealed to reflect 2009 statutory changes that allowed bad debt 
deductions, moved the administration and collection of the business tax from the cities and counties to the 
Department of Revenue, and made changes related to contractors. These rules will also be updated due to 
2013 statutory changes which require updates not currently listed in the rules. Rule 1320-04-05-.28 Locations 
and Outlets - Operations and Other Localities will be amended to provide new guidance to property 
management companies and individuals leasing property for less than 180 days. Moreover, Rule 1320-04-05-
.47 Sales for Resale will be amended to bring it in line with Pfizer v. Johnson, No. M2004-00041-COA-R3-CV, 
2006 WL 163190 (Tenn. CI. App. Jan. 23, 2006), the holding of which the Department follows. 

(8) A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promulgation of such rule or establishing guidelines relevant thereto; 

Tenn. Code Ann. §67-1-102 gives the Commissioner of the Department of Revenue the power to prescribe rules 
that are not inconsistent with the law. 

(e) Identification of persons, organizations, corporations or governmental entities most directly affected by this 
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; 

The updates and repeals of these rules affect all business tax taxpayers. These changes will not increase taxes. 
It is not anticipated that an groups will oppose the chan es. 

(D) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates to 
the rule; 

I The Department of Revenue is not aware of any. 

(E) An estimate of the probable increase or decrease in state and local government revenues and expenditures, 
if any, resulting from the promulgation of this rule, and assumptions and reasoning upon which the estimate 
is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact is more than two 
percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), whichever is less; 

I There is no fiscal impact resulting from the changes of these rules. 

(F) Identification of the appropriate agency representative or representatives, possessing substantial knowledge 
and understanding of the rule; 

I Kristin Husat, Assistant Commissioner and General Counsel 

(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 
scheduled meeting of the committees; 

I Kristin Husat, Assistant Commissioner and General Counsel 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

Tennessee Department of Revenue, Andrew Jackson Building, 500 Deaderick Street, 11 Floor, Nashville, TN 
37242; (615) 741-2348; Kristin.Husat tn.gov 

(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

I The Department of Revenue is not aware of any request for additional relevant information. 
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Chapter 1320-05-01 
Sales and Use Tax Rules 

(AI A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

Certain sales and use tax rules will be repealed or amended to reflect 1986, 1999, 2003, 2005, and 2008 
legislation, rendering certain language obsolete. Language already codified will be deleted in certain rules. 
Other rules require updating to provide guidance consistent with policies and procedures. Rule 1320-05-01-.63 
Registration Certificate will be amended to simplify reporting for individuals or property management companies 
with multiple rental properties within the same jurisdiction. New Rule 1320-05-01-.128 provides guidance for 
2015 legislation expanding the industrial machinery exemption to include research and development. 

(S) A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promulgation of such rule or establishing guidelines relevant thereto; 

Tenn. Code Ann. §§67-1-102 and 67-6-402 give the Commissioner of the Department of Revenue the power to 
prescribe rules that are not inconsistent with the law. 

(e) Identification of persons, organizations, corporations or governmental entities most directly affected by this 
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; 

Repeals or amendments of these rules do not affect anyone because the repealed or amended language is 
obsolete. The changes will not increase taxes. It is not anticipated that any groups will oppose these changes. 
The new rule 1320-05-01-.128 for research and development provides necessary guidance in accordance with 
requests from taxpayers for the Department to clarify recently passed legislation. 

(D) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates to 
the rule; 

I The Department of Revenue is not aware of any. 

(E) An estimate of the probable increase or decrease in state and local government revenues and expenditures, 
if any, resulting from the promulgation of this rule, and assumptions and reasoning upon which the estimate 
is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact is more than two 
percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), whichever is less; 

I There is no fiscal impact resulting from the repeal, amendment, or implementation of these rules. 

IF) Identification of the appropriate agency representative or representatives, possessing substantial knowledge 
and understanding of the rule; 

I Kristin Husat, Assistant Commissioner and General Counsel 

(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 
scheduled meeting of the committees; 

I Kristin Husat, Assistant Commissioner and General Counsel 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

Tennessee Department of Revenue, Andrew Jackson Building, 500 Deaderick Street, 11 Floor, Nashville, TN 
37242; (615) 741-2348; Kristin.Husat@tn. ov 

(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

I The Department of Revenue is not aware of any request for additional relevant information. 

334334



Chapter 1320-06-01 
Franchise and Excise Tax Rules and Regulations 

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

The franchise and excise tax rules have not been updated since legislation in 1999 that restructured how entities 
are taxed. Accordingly, many of these rules are being repealed or updated to reflect current law. In addition, the 
rules will be amended by deleting language that predates implementation of electronic filing requirements. Rule 
1320-06-01-.11 will be repealed because it was in part superseded by 2013 legislation; the remaining portion of 
the rule is unnecessary and potentially conflicts with law on the dissolution of corporations. In addition, certain 
rules are being updated for taxpayer ease. Rule 1320-06-01-.18 Minimum Measure of Franchise Tax will be 
amended by deleting a section that has been codified since promulgation of the original rule and amended by 
adding language currently contained in Rule 1320-06-01-.35, to improve the ability of taxpayers to locate 
relevant information. Additionally certain rules will be updated to reflect the 1992 statutory adoption of the 
"functional test" for classifying earnings. 

Notably, Rule 1320-06-01-.34 will be replaced in its entirety to address changes under the Revenue 
Modernization Act of 2015 whereby the state primarily has shifted to market-based sourcing standards. 
However, under Tenn. Code Ann. § 67-4-20120), cost of performance standards may remain applicable to a 
qualified member of a qualified group. 

Three new rules will be added. Rule 1320-06-01-.40 Disregarded Entities will be added to clarify the 
Department's current treatment of disregarded entities, as reflected in published guidance. Rule 1320-06-01-.41 
Series Limited Liability Companies will be added to clarify the Department's current treatment of series limited 
liability companies, as reflected in published guidance. Rule 1320-06-01-.42 Sales Factor - Sales Other than 
Sales of Tangible Personal Property in this State is proposed as necessary to address the market-based 
sourcing standards adopted under the Revenue Modernization Act, Public Chapter 644 (2015). 

(S) A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promUlgation of such rule or establishing guidelines relevant thereto; 

Tenn. Code Ann. §67-1-1 02 gives the Commissioner of the Department of Revenue the power to prescribe rules 
that are not inconsistent with the law. 

(e) Identification of persons, organizations, corporations or governmental entities most directly affected by this 
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; 

In general, the amendment, update, and implementation of these rules affect all franchise and excise tax 
taxpayers. The rules as amended will not increase taxes. It is not anticipated that any groups will oppose the 
chanQes. 

(D) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates to 
the rule; 

I The Department of Revenue is not aware of any. 

(E) An estimate of the probable increase or decrease in state and local government revenues and expenditures, 
if any, resulting from the promUlgation of this rule, and assumptions and reasoning upon which the estimate 
is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact is more than two 
percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), whichever is less; 

I There is no fiscal impact resulting from the repeal, amendment, or implementation of these rules. 

(F) Identification of the appropriate agency representative or representatives, possessing substantial knowledge 
and understanding of the rule; 

Kristin Husat, Assistant Commissioner and General Counsel 
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(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 
scheduled meeting of the committees; 

I Kristin Husat, Assistant Commissioner and General Counsel 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

Tennessee Department of Revenue, Andrew Jackson Building, 500 Deaderick Street, 11 Floor, Nashville, TN 
37242; (615) 741-2348; Kristin.Husat tn. ov 

(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

I The Department of Revenue is not aware of any request for additional relevant information. 
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1320-05=01-::~63 I Registration Certificate .... . --------
I320-65-01-64_J Refiealed__=-- . _-= ____ ~: :--______ ::-------
1320-05-01-.67 1 Printing Industry ________ _ 
1320=05-ciT'::74 I Taxpayer Reports--

--;132"0-05-01- 90 __ 1. i3lnlng of "ales-and u.silax __ = _____ =_==__ - _____ -=-:-::--
1320-05-01-.105 I Repealed 
1320:05::o1=~06 i Industrial Machinery --

-1320-05-01-.107 ! Electricity---
1320-05-01-115_l..SalesTaxon)'-il'iusement orRecreation Activity 
1320-05-01-.116 I Mernbership Sports and Recreation Clubs 
1320~05-0 1 :::121- iFree, comrjilmimtary,or R-edUCe(n5ues:Fees,ori\~I11~Si..o:~.c;:i1~rg-es . 
1320-05-01-~122 i Entering-or Engaginglil Amusement orRecr8<Jtionalilcth/it}' 

! ,- ---------- ,,---------------------
1320-05-01-.127 I Repealed 
1320-05-01:228LResea.rch andDeveloQiTlent ....... ~-- -----~~~==-_ . 

I Chapter Number : Chapter Title---' ________ _ 
1320-06-01 I Franchise and Excise Tax Rules and Regulations 
R.ule Number i Rule Title .. ----------- -----

1320-06-01-.02 i Due Date 
---------------1--- ----, ,- ------------------------------

1320-06-01-.04 I Repealed_____ _ ____ . 
1320-06-01-.05 i Ref>ealed ... ____ _ 
'1320-06-0L,06_.I_R.'3.Qealed 

-1320-06-01-.08 I Repealed 
1320-06-01- 09TRepeilled=::::---

I 1320-06-01-.10 i ReQealed 
1320-06-01-.11 . iRepealed 
13_i():0§::§jj3 "'-IR_eQ"aled ____ __ _ _ _ _____ _ 
1320-06-01-.14 i Repealed 

'1-320-06-01-.15 i Indebted_ness~Adequacy of Capital 
1320-06-01-.16 I Repealed _ 
1320-06-01-.18 I Minimum Measure of Franchise Tax 
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---------

1320-06-01-.19 
1320-06-01-.20 

------------

i Repealed 
[ ACtual-Charitable Contiibutiol1s 

__ 1320-_06:()J~.21 ! Loss Carryovers _______ _ 
1320-06-01-.22 [Repealecj"-- .-. 
1320-06:of23 I Business and Nonbusii1essEarnings 
-=-!.32-0~o6-i51:24IB~peiiled ----- - _____ ==___-_--....-___ --~-~~=__-_-----
1320-06-01-.25 ! Repealed 
1320-06-oi:.2j---r-Properly Factor 
1320-06-01-.28--1 Propeity Factor=Valllatlon ---

I- m~:~~:~1j~ --r-~~c;;r~~t}~6~~~or=-~.V'~ragii;gF'-ropertYValues 

[

1320-':06:01- 31 __ ~.£'aYIoll-Factor_ - Compens§tlon PaidII1J~s.. s.tate~__ ~ 
1320-06-01- 32 Sales Factor 
132()-Q6-01- 33 , Sales£actor- §.ales ofTan([ible Person§IProflertL __ _ 
1320-06-01- 34 . Sales Factor - Qualified Member of a Qualified Group 

-1320-06-01- 35 -----tVariances -- --------- - - ------
11320:06:()1:~3?~--1 Rep~alfld_- __ ---- ____________ -_~-

1320-06-01-.38 ! Constructing or Improving Real Property - Special Apportionment Rules __________ _ 
1320-06:01-39 I Repeajed--- ---------------- -- - - ---
-1320~06~b1-.40 I bisregarded-E-ntltres -- -- ------ - -------------------------

1320-06:().1-4L= CSerifls.hi.rTlitedLiaQiliW Companies - ______ _ 
1320-06-01-.42 I Sales Factor::- Sales Othe.rthCln_ SaJes()t.langible.£.e.rsonal Propertyil1_thisJ3tate __ 
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(Place substance of rules and other info here. Statutory authority must be given for each rule change. For 
information on formatting rules go to http://state.tn.us/sos/rules/1360/1360.htm) 

Chapter 1320-01-02 
Taxpayer Remedies for Disputed Taxes 

Amendment 

1320-01-02-.05 Request for Informal Conference. 

(1) (a) A request for an informal conference must be matiesubmitted in writing to the Tennessee 
DepartmentCommissioner of Revenue, or the Commissioner's designee in the Department's 
Administrative Hearing Office, Androw Jacl,son Stato, 

(b) The conference request must be signed by the taxpayer or the taxpayer's authorized 
representative. If the request is signed by an authorized representative, a Power of Attorney 
should be provided to the Administrative Hearing Office Building, §OO Deaderiek Stroet, Nashville, 
Tennessee 37242within five (5) business days. 

(c) Statements of legal arguments and supporting documentation should be provided, where 
practicable, to the Administrative Hearing Office at least two weeks prior to the date of the 
informal conference. Upon written request by the taxpayer, the Commissioner or the 
Commissioner'S designee may grant, in the Commissioner's or designee's discretion~ 
continuation of the conference in writing for a period of time reasonably necessary for the 
taxpayer to provide additional information or documentation relevant to the proposed 
assessment. A continuation may be granted either before or after the conference is held. If the 
taxpayer fails to provide such additional information or documentation during the time specified 
for the continuance, the conference decision shall be issued based on the information and 
documentation available at that lime. Additionally, if the taxpayer fails to provide such additional 
information or documentation during the time specified for the continuance, the Commissioner or 
the Commissioner's designee may decline to consider a request for reconsideration that is based 
on any such additional information or documentation provided after the conference decision is 
issued. 

(2) The written request will be deemed timely: 

i§Llf made via United States mail or a private delivery service that is designated by the Internal 
Revenue Service under I.R.C. §7502 and transmitted within thirty (30) days after the date of the 
notice of proposed assessment. A request for an informal corference is a tax document and, 
when transmitted through the United States Postal mail or a designated private delivery service, 
its timely filing date shall be determined in accordance with the provisions of T.CA § 67-1-107, 

illLlf made via facsimile, electronic mail, or a non-designated delivery service othor than United 
States mail and received by the Department on or before thirty (30) days after the date of the 
notice of proposed assessment. 

(3) The day that a notice of proposed assessment is dated shall not be included in calculating the thirty (30) 
days. 

(4) In the event that the thirtieth (30th) day iGIIGwiRg-after the date of a notice of proposed assessment falls on 
a Saturday, a Sunday, a legal holiday, or a day when state offices in Nashville are closed, the thirty (30) 
day period shall run at the end of the next day which is not a Saturday, a Sunday, a legal holiday, or a 
day when state offices in Nashville are closed. 

(5) The person designated to respond to the issues contested at the informal conference, shall sign and date 
the letter by which the taxpayer or his representative is advised of the decision(s) made on the issues(s) 
contested at the conference. The signature date shall be considered the date the informal conference 
decision is issued. 
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Authority: T.C.A. §§67-i1-102.w" 67-1-107.67-1-1438,67-1-1801,1-3-102 and 15-1-101. Administrative History: 
Original rule filed June 28, 2000; effective September 11,2000. 

Repeal 

1320-01-02-.01 Date of the Notice of Assessment. Repealed. 

'Nhen a taxpayer files suit against tho Commissioner of Revenue ohallenging all-Gf--any portion of tho tax 
assessment, the date 04110 mailing of notioo of assessment shall l3e considered the gato of tho notice plu&-fivB 
(5) additional days thereafter. 

Chapter 1320-02-01 
Tax Enforcement Procodures Act 

Amondment 

1320-02-01-.43 Assessment by Commissionor. 

(I) Tho diroctordirectors of each of the tax administration divisions within the Department of Revenue who 
are charged with the responsibility for collecting specific taxes imposed under the revenue laws of the state and 
made collectible by the Commissioner of Revenue are authorized and required to make all inquiries necessary to 
the determination and assessment of all taxes referred to hereinabove and to make the determinations ~ 
assessments of such taxes. As the dopa+tmeAt is presontly constituted tho authority and responsibility herein 
aillhorized shell be extendod to and exercised by the following: tho DireGlBr, Motor Vehicle, Tax Division; too 
Diroctor, Franchise, Exoise, and Income Tax Division; tho Director, Petroleum Tax DivisiGn; the Director, 
~Ianeous Tax Division; tho Direotor, Sales and Use Tax Division. The authority to aSSOS8 may-'* 
redelegatedof such taxes and the proposed assessments of such taxes that may become final only pursuant to 
T.C.A. §67-1-1438. 

Authority: T.C.A. §§67-1-1439 andi 02, 67-1-1438, and 67-1-1439. Administrative History: Original rule filed June 
7, 1974. Amendment filed June 22, 1989; effective September 27, 1989. 

1320-04-05-.08 Computation of Tax. 

Chapter 1320-04-05 
Business Tax Rules and Regulations 

Amendment 

(1) "Sales Price" means the total amount for which tangible personal property is sold or the amount charged 
for any of the things or services taxable under the Business Tax Law, including any services required to 
process the property or taxable services for sale, and without any deductions therefrom on account of the 
cost of the property or taxable services sold, the cost of materials used, losses, or any other exponses 
whatsoever, except cash discounts allowed on sales. It does not include finance charges, carrying 
charges, time price differential, or interest from credit extended on sales of tangible personal property 
under installment sales contracts, conditional sale contracts, or other contracts providing for deferred 
payments of the purchase price, if the amount of such finance charges, carrying charges, time price 
differential, or interest is in addition to the usual or established cash selling price, and provided that it is: 

,{§LSegregated on the taxpayer's invoice or bill of sale, or 
1QLBilied separately to customers. 

(2) The Business Taxbusiness tax is computed upon the sales price of items subject to the tax and is based 
upon the actual consideration passing, or agreed to be passed, between the purchaser and the vendor, 
less any deductions allowed by law~ithout any deduGtioo-for actual or possible batH;le9t&c~ 
Wholesalers and retailers making charge sales must report tho Business Taxbusiness tax due on such 
sales for the period in which the sale is made, regardless of whert-Bf..1NAether any collootion is made for such 
charges. 
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Authority: T.CA §§67-&8221-102. 67-4-701. 67-4-702. 67-4-703. and 67-+9+4-711. Administrative History: 
Original rule certified June 7.1974. 

1320-04-05-.09 Construction Contractors and Exterminators. 

(1) Contractors, as defined at T.CA §67-4-708, sQlassification 4, shall be liable for lflB-business tax 
regardless of whether the contract is on a lump sum or cost-pius basis. 

(2) A contractor shall pay tax under Classification 4 of the Business Tax Act upon all receipts without any 
deductions except as specifically provided. Tax is due upon all progress payment charges billed pursuant 
to the contract and received by the contractor, and any charges for renting or leasing equipment to others 
for use in constructing, or making improvements or additions, or repairing buildings or other structures on 
real property when the equipment is operated by the lessor. Additionally, tax is due at the end of the 
contract period on the difference between the progress payment charges as billed and the payments 
received by the contractor. Amounts actually paid during the business tax period to subcontractors or 
other persons for the services enumerated in T.CA §67-4-711(a)(5) may be deducted provided the 
contractor adequately identifies such persons by supplying the leGat-GGliocting officers with the names and 
addresses of the subcontractors or other persons and of-the amounts subcontracted. For contracts issued 
on or ohargedafter October 1. 2009. the contractor may deduct only amounts paid to a subcontractor 
holding a business license or who is licensed by the state board for licensing contractors for work 
described in T.CA §67-4-708(4)(A) and must also supply the subcontractor's business license or license 
number issued by the board for licensing contractors. The contractor must maintain in its books and 
records a copy of the subcontractor's business license or contractor's license. 

(3) (3) _A contractor shall be liable forobtain a license from the ffiffilmum tal( appropnate local officer and 
shall be liable for the initial business ta)( on roceipts as provided for in this rulelicense fee in each county 
and/or municipality in which he receives more than $50,000 ~from contracts during any taxable 
period. The contractor must also file a business tax return and pay the business tax on such receipts for 
each such location. A contractor isshall also obtain a license and shall be liable for the minimum laxinitial 
business license fee in the county and/or municipality in which his business is located and will pay 
business tax on his gross receipts derived in ali-leGatioosthe state, less any amounts reported lefor 
counties and/or municipalities in which his contracts le1al-Br-exceed $50,000, during any taxable period. 11 
a contractor does not have a domicile or place of business in the state, he will not owe the tax imposed by 
T.CA §67-4-705 in a particular jurisdiction if his total receipts from contracts performed in that jurisdiction 
are less than $50,000 during any taxable period. "Receipts" used herein mean taxable receipts. 

(b) The contraotor shall be liablo lor tho minimum lax on SeptemSohl·Q-+r\-lIRG!_iwis4Gii< __ ooee 
ilis-principal place of boo_is looated. In other oounties amjier municipalities, the minimum tax is 
duo on the date wAon-sharges billed exceed $80,000 and gross receipts tax repmts shall be file<:J-.ffi 
such jurisdiction as of tho next following September 30. 

(4) Sales of tangible personal property and services to a contractor who in the course of performing his 
contract installs the property as a component part of an addition or improvement to or repair of real 
property are sales to a user and a consumer, and such sales are taxable at the approprialeconsidered 
retail ratesales unless the sales are exempt by specific provisions of the Business Tax Act and rules and 
regulations construing the Act. 

(5) If a contract is performed within the jurisdiction of more than one (1) governmental entity, any business tax 
on receipts due shall be paiflattributed to each such governmental entity proportionately based upon the 
amount of work actually performed within each governmental entity. 

Authority: T.CA §§67-1-102, 67-4-703, 67-4-708, 67-4-709, 67-4-711, 67-4-714, and 67-4-71'1Z. Administrative 
History: Original rule certified June 7, 1974. Amendment filed May 18, 1978; effective August 14, 1978. 
Amendment filed June 3, 1980; effective September 29, 1980. Amendment filed March 18, 1983; effective June 
15, 1983. Amendment filed June 14, 1988; effective September 28, 1988. 

1320-04-05-.12 Deductions from Gross Sales. 

(1) Amounts representing the following transactions may be deducted from gross sales, prior to computing 
tax liability, provided such amounts have been included in the gross sales reported on lile-BYsiness Tax 
Rolurnsbusinoss tax returns: 
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(a) Cash discounts allowed and taken by customers on sales. (See Rule 1320-Q4-Q5-.04) 

(b) Returned merchandise or allowances or credits given to customers for specific sales. (See Rule 
1320-Q4-Q5- .45~) 

(c) Trade-ins. (See Rule 1320-Q4-Q5-.54~) 

(d) Repossession to the extent allowed. (See Rule 1320-Q4-Q5-.44~) 

(e) Contractor payments to subcontractors. (See Rule 1320-Q4-Q5-.09(2Bll 

(f) Sales in bona fide interstate commerce. (See Rule 1320-Q4-Q5-",33(2)H 

(g) Receipts for services rendered by nonprofit institutions and financial institutions and for accounting, 
insurance, and other services, all as provided for by law. (See Rule 1320-Q4-Q5-.16 and 1320-Q4-Q5-
.32~) 

(h) Accommodation and casual and isolated sales. (See Rules 1320-Q4-Q5-.01 and 1320-Q4-Q5-.05~) 

Ii) Bad debts arising from receipts on which the business tax is imposed and paid as provided for by layv. 

fijillAny other deductions authorized by the Business Tax Act or by rules and regulations pertaining 
thereto. 

(2) Except as indicated in paragraph (1) of this rule, and as may otherwise be allowed by law, no other 
amounts attributable to any other transactions, including bad deb1&; may be deducted from gross sales. 

(1) Any person claiming deductions from his gross sales must maintain sufficient invoices and other 
documents to substantiate his claims; otherwise, the deduction will not be allowed. 

Authority: T.C.A. §§67-1-102, 67-4-703, and 67-4-.;zQJ711. Administrative History: Original rule certified June 7, 
1974. Amendment filed May 18, 1978; effective August 14. 1978, 

1320-04-05-.13 Definitions-General. 

As used in these Rules and Regulations, the following terms, wherever used, shall have the following meanings: 

(1) "Act" shall mean the Business Tax Act, being part 7, Chapter 4, Title 67, T.C.A., as amended. 

(2) "Commissioner" shall mean the Commissioner of Revenue of the State of Tennessee, or any of his dUlly 
authorized assistants. 

(3) "Department" shall mean the Department of Revenue of the State of Tennessee. 

(4) "Local Collecting Officers" shall mean County Gm!ft-.Clerks and the duly designated municipal officers 
responsible for collecting the retail business tax imposed by licensing of local govornmentsbusinesses. 

(5) "Lease or Rental" means the leasing or renting of tangible personal property and the possession or use 
thBFeelof the property by the lessee or renter for a consideration, without transfer of the title of such 
property, and such shall be considered as a taxable transaction within the meaning of the Business Tax 
Act. 

(6) "Return" shall mean the report of a person liable for the Business Ta;~business tax showing gross sales, 
deductions, credits, tax computations, and such other information as may be required 0Fl-the forms 
prescribe4-by the Commissioner of the deparlmeHt&of Insurance and Banki~eGal 
Golleciion officers. 

(7) "State" shall mean the State of Tennessee. 
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(8) ''Tax'' shall mean the Businoss Taxbusiness tax imposed by the Business Tax Act. 

(9) "Manufacturer" shall mean those persons engaged in the businesses described in Division Dc of the 
Standard Industrial Classification ~Manual of -W@+1987, as amended. 

Authority: T.CA §§67-1-102. 67-4-702, and 67-4-703. Administrative History: Original rule certified June 7,1974. 
Amendment filed March 18, 1983; effective June 15, 1983. 

1320-04-05-.14 Distribution from Warehouse or Other Central Location. 

llLSales of tangible personal property and services by a licensed wholesaler or retailer from a central 
warehouse or other distribution point other than his principal place of business shall be subject to the 
appropriate wholesale or retail tax, and persons making such sales shall be liable for the 
miRiffitimbusiness tax for that location. 

f+)(2) Where a person merely stores property in a warehouse or other place for eventual delivery to one 
or more places of business operated by him from which sales are made, he shall not be deemed to be 
making sales at that location as contemplated by this Rule and Regulation. 

Authority: T.CA §§67-1-102 and 67-4-703. Administrative History: Original rule certified June 7,1974. 

1320-04-05-.15 Dominant Business Activity Defined for Classification Purposes. 

For purposes of tho Businoss Taxbusiness tax, both wholesale and retail businesses are classified according to 
their dominant business activity. The item comprising the largest proportion of taxable gross sales of the business 
when compared with other items sold determines its classification. A--l:ltIBi retail and 
wMlosale rates but onlyOnly one classification (of Classifications 1,2,3, or 4) shall apply. Onoe the olassifiGatlGR-is 
determined, the gross sal os of the business or the proportionate part of the reoeipts appijGa.eI&-~losalo and 
rotail saies, if liability exists under beth typos of busin~ss, are taxed at tho rate spoGi1ied by such classifi~ The 
fact that sales may be made at both wholesale and retail shall have no effect in determining the dominant 
business activity. 

Authority: T.CA §§67-1-102, aRe67-4-703c, and 67-4-708. Administrative History: Original rule certified June 7, 
1974. 

1320-04-05-.27 Local Adoption of Business Tax. 

(1) Affirmative action must be taken by county or municipal governments in order to implement the business 
tax in their respective jurisdictions. The business tax may Oflly-be levied..Q!Jjy by passage of a resolution 
or ordinance by the appropriate governing body. 

(2) Upon adoption or amendment of the business tax by any-BWRt\I-Gl' municipal government, a certified copy 
of the resolution or ordinance adopting or amending the business tax must be furnished to the department 
of revon~eDepartment. 

(3) Municipal wcmty or muniGipat-govornments that adopt the business tax after December 31, 2013, must 
levy tho tax at the rates provided in T.C.A. §67-4-709. If the business tax was adopted by a municipal 
government prior to January 1,2014, then it may imf>osocontinue to levy the tax at the samo or lesser tax 
ffito&.than those imposed by the Businoss TaJ( Act for any or all classifications in tho ~iness Tax /\ct. 

(a) If lessor rates are imposed by Gounty or- municipal governments, the rates adopted must be--rnaBo 
applioable to all persons alikerate that was in the same olasGification or category w-ithiR--a 
classification.effect as 
(b) The mfA1mtlffi--tal<--of fifteen dollars ($15) set out at T.C./\. §67 4 709 may not be reduced or 

deIoto4-by-GeuHty or municipal gOVG~ 

(c) LoGa!January 1, 2014. Municipal governments may not reduce the tax rates to zero (0) ~ 
olassification or category within a olassification. 

(d) Local governments shall not adopt \3)( rates which do not apply to ali sales or receipts of any 
person subjoot to the business tax within eaoh classiliGati0R--Gf-Gatogwy-within a olassification 
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lecal governments shall not~l, but they may repeal the ~business tax witho~t adopting tho 
same or lesser tax fales as set out-in T,GA §67 4 700{a)(I),(2),(J) and (4),by ordinance, 

Authority: T,GA §§67-1-102, 67-4-703, 67-4-704~ and 67-4-709, Administrative History: Original rule certified 
June 7, 1974, Amendment filed April 28, 1987; effective July 29, 1987, 

1320-04-05-,28 Locations and Outlets Operations in Other Localities Peddlers 
:rho Businoss Tax is applioable to eaG~loGation or outlot in the slate-ifom-wlli~ine8s is carried on, This 
moans that-a 

(1) 6 business which engages in business activity in several places, in different locations and through 
different outlets, must obtain a license from and pay the initial license fee to the appropriate local officer 
and must pay at least the minimum business tax ooto the Department for each place, location or outlet; 
and it must report 191:oss sales and tax due for each separate location, The fact that a business has 
several outlets in a single county or mtlniGljft!1ilyQjjy is immaterial. Such business may upon request 
submit a consolidated report to cover all such outlets in one county or city,; however, a breakdown of 
sales by each outlet must accompany such consolidated report (See 1J20 4 5,52(2)), 

(2) Subject to the exceptions enumerated hereinafter, persons subject to the Business Taxbusiness tax 
operating from an established place of business in one county or city who extend their operations into 
other counties and/or ffltIAicif'alities without establishing an office, headquarters or other place of 
business therein shall not be subject to the gbl&inoss Tax infHing and registration requirements for such 
other counties and/or mtIfllcif'alities, Tax on total receipts from all taxable sales shall be Gtieattributed to 
the county and ~Ql1y, if any, in which the established place of business is located, 

(3) Excepted from the rule as stated in subparagraph (2) are: 

(a) Persons with no established place el business in this statoContractors subject to Rule 1320-04-
05-.09, 

(b) A property management company or an individual providing rentals lasting less than 180 days 
must have a county and/or city business tax license and registration for each county and/or city in 
this stale,-which it has rental properties, if the property management company's or individual's 
taxable gross receipts are ten thousand dollars ($10,000) or more in a particular county and/or 
city where it does business, If a property management company or individual manages multiple 
locations within one county and/or city, the property management company or individual shall be 
required to register only one location per county and/or city and report all gross receipts in that 
county and/or city to the registered location, The property management company or individual will 
be subject to business tax at the local rate for the jurisdiction in which each rental property is 
located, and the taxes from such shall be attributed to the county or city in which the rental 
property is located, 

(b) ConlfaGtors with taxable receipts el $50,000 and-B\ll-el state contractors, 
(4) Persons who make sales and delivery of merGha~f servioes concurrently and on tho spot to their 

Gustomers are doomed to be "peddlOffi" 
(0) All peddlers, both full time and part timo, must pal' the ~ Tax measured by the applioable rate of tax 

as-provided in the Business Tax Aot FullAirne peddlers mu~ the minimum tm( and possea&-l1le license as 
provided for in the Aot; part time peddlers are not required, however, to pay the minimum tax or possoss the 
lioense as provided for in the /\01. 

(b) A full time peddler is one who is regularly engaged in businoss somewhere as a peddler as herein defined, 
Persons regularly engaged in a seasonal business somewhere are full time peddlers during the soasonal 
poriG4 

A-jft\fl-lime peddler is one who does not-4evoto his full time regularly as a peddler. A porsorHJeos not become a 
part time peddler meroly because he remains in a Gounty or mblflicipality for a few days and thon mOVBs-orJ-tG-3 
difforontlocality, 

Authority: T,GA §§67-H02, 67-4-703, 67-4-706, 67-4-723, and 67-4-724, Administrative History: Original rule 
certified June 7,1974, 

1320-04-05-,30 Tax Due Date-Delinquency-Tax Periods, 
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ilL The minimumbusiness tax provided for in T.eA §67-4-709 of tho T.C.A, is an annual tax for a licens9the 
privilege to engage in any of the business activities made subject to business tax. 

0-){gL Pursuant to the &siness Tax. The minimum tax paid by a person may-be applied to any tax that he 
may-owo,if any, 'Nhen the return provided forauthority in T.eA §67-4-715, T.CA, (g), the business tax 
return is submitted-to the appropriate oHiOOl'due on the 15th day of the fourth month following the end of 
the taxpayer's fiscal year. For example, if a taxpayer's fiscal year ends on December 31, then its return 
will be due on April 15. 
(2) The rninirnum tax for new businesses shall be due 20 days after the gate of commencement of business 

or the opening of eaoh agditional outlet. All tax08 shall be duo as follows;. 

Cal Classification 1 December 31 
(b) Classifioation 2 Maroh 31 
\B)---Glassification 3 June 30 
(d) Classifioation 4 September 30 
(0) Classification 5 Deoember 31 

(3) ,".II persons liable for taxes imposed under the Business Tax ,/lot shall bo doliA'1uent in tho payment of 
ihBfF-taJK>n tho following dates: 

(a) Classification 1 March 1 
(b) Classification 2 Juno 1 
(0) ClassifiGation:> Soptombef-+ 

(d) Classificalioo 4 DooombOf-'t 
(e) Classilicatioo 5 March 1 

(4}---~R&-Stlbject to the tax imposed lly-lho Business Tax Act shall c~to and pay thoir tax liability 
based on the jollowffi§-1ax-j:>~ 

(a) Classification 1 January+thf0ugh Oeoembohlt 
(b) Classification 2 April 1 throUgh-Maf~ 
(0) ClasGifioati~through Ju~O 
(d) Classifioation 4 October 1 throuijh SOfllSm.behilO 
1-c+----CIasGification 5 January 1 through Oeoombohlt 

(5) When any persoR--ffiaf1 either fail to pay the minimblm tax or fail to make any return and pay too-wU 
amtlunt of tax-reEjuifed-By the Business Tax Act, thero sha1l-0e imposed, in addition to other penalties 
provided, a specific penalty to be added to tho tax in the amoUFft-B4~er<;_~>'i°;,j-<:l!4 __ h'l! __ -Ol 

tax due forcoach 30 days or fraotion thereof d~ring whioh tho fail~re oontinuos. 
(a) The above mentioned specifio penalty-shall not exceed twenty five pOI'cont (25°~) of the net arnount of 

tax due in the aggr~ 
(b) ThB-above mentioned speoifio peFl3tly-Bhat+.-not be less than five dollars ($5) on a delirnjUBf1t return 

regardless of the arnount of tax d~ 

1. The minim-um penalty of five gellars ($5) shall not, hewever, aFiply to the doliflEjWnt payment of the 
mirlirn lim tax. 

2. The penalty applicable to the-tlelinquont minimum tax shall be computed as in paragraph (5) above. 
(c) Any looal tax colleotion officOHVaiving payment of penal~67 4 720(d) rnw 

hav8--Wfit~tion attaohed to any return for which penalty is waived to support suoh 
aotieJ+.. 

(6) ,II feo of $3.50 mal' be charged by tho County Court Cieri,s for oollecting and rooording amounts frorn the 
Business Tax; provided, however, that only ono fee may be oharged persons paying the annual 
minimum tax and filing arfflual tax returns if both are paid on the same date. However, a separate foe of 
$2.50 may be oharged for oaoh license issued a taxpayer who-may-fjle-a-wnsolidatod roluH+. 

Authority: T.e.A. §§67-1-102, 67-4-703, 67-4-709, and 67-4-7+7715,--&74719 and 67~, Administrative 
History: Original rule certified June 7,1974. Amendment filed April 28, 1987; effective July 29,1987. 

1320-4-5-.36 Persons Exempt from Business Tax. 

(1) Persons making occasional and isolated sales or transactions who do not hold themselves out as 
engaged in business. 

(2) Persons having a total value of sales of less than $§Q(Ml()1 0,000 per year. 
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(3) Certain blind persons. (SaG 967 4 712. T.G)\.) 

(4) Certain disabled veterans. (Soo sa7 4 712, T.G.A.) 

(5) Newspaper route carriers and newspaper peddlers. 

@LFarmers making sales of farm products direct from the farm and produced by themselves, including 
catfish farmers. (See Rule 1320-4-5-.16) 

(Stm ___ Persons employed by another who work for wages or salary and who are under the direction and 
control of the employer in the performance of their duties. 

(8) Charitable or religious institutions making sales of donated items and articles produced from donated 
items. 

(9) Certain persons conducting shows, displays, or exhibits sponsored by a nonprofit organization of gun 
collectors. 

(10)Certain persons whose only business activity during the tax period is conducted at the Tennessee state 
fair or a county lair. 

(11 )Movie theaters qualifying for the exemption under T.CA §67-6-309. 

Authority: T.CA §§67-1-102--ami, 67-4-702, 67-4-703, and 67-4-712. Administrative History: Original rule certified 
June 7,1974. Amendment filed April 28, 1987; effective July 29,1987. 

1320-04-05-.41 Real Estate Sales and Rentals. 

(2) Persons who receive monies or other consideration for the sale or rental of real property belonging to 
them, not including rentals lasting less than 180 days, are not liable for the Business Taxbusiness tax on 
such sales or rentals. 

(3) Persons receiving or entitled to receive commissions, fees, service charges, or other income, credits or 
property value in money for services rendered concerning the sale or rental of real or personal property 
belonging to others are liable for fh.e..!lusinoGs Taxbusiness tax on such receipts. 

(4) The employing unit, whether designated as a real estate firm, broker, agency, partnership, or corporation 
which owns or conducts a real estate business, but not the employees thereof, is liable for Wh--1Fle 
mffiilmlm and gross rocoipts lakbusiness tax. The tax shall be paid on the total receipts (as enumerated in 
paragraph (92) above) which are due and payable. It is immaterial, as regardswith regard to tax liability, 
whether the total receipts are divided between the employing unit and the employee, salesman, or other 
representative of the employing unit or whether the division is made by the employing unit or by the 
owner, purchaser or other party in interest. In any event the tax is payable on the total amount of receipts 
due and payable for services rendered. 

(5) The minimum and gross receipts ta)(es arebusiness tax is due and payable to the Department for each 
county and municipalityQj!y, if any, where the employing unit maintains an office or place of business~, 
regardless of the location of the property involved in the sale or rental or the place where a contract for 
the sale or rental of the property is entered--lAto shall nol--be considered in detorminiAg-what county and 
municipality may imposo the Busine8~. 

(6) Where receipts, as enumerated herein, are divided, or split, between bona fide real estate agents or 
brokers, as distinguished from a division between an agent or broker and one of his employees, that 
portion of the receipts retained or received by each business shall become a part of its gross receipts 
subject to the Business Taxbusiness tax. 

Authority: T.C.A. §§67-1-102 and 67-4-703. Administrative History: Original rule certified June 7,1974. 

1320-04-05-.42 Preservation of Records. 
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(2) Every person liable for the Business Taxbusiness tax shall keep and preserve sufficient and complete 
records for a period of at least three years to determine the amount of gusiness Taxbusiness tax for which 
he may be liable. It is advisable, however, that such records be kept and preserved for a period of six 
years. Such records shall include and show the following: 

@L(a) A daily record of all cash and credit sales, including sales under any type of financing or 
installment plan in use; 

l.QL.tJ(iJ;}j)~-A record of the amount of all merchandise purchased, including all bills of lading, 
invoices, and copies of purchase orders; 

f9L(o) A record of all exclusions, deductions and exemptions allowed by law and/or claimed in 
filing Business Tax Retuff\"business tax returns; and, 

(d) A true and complete inventory of the value of the stock on hand taken at least once yearly. All of 
the records required to be kept and preserved shall be open for examination at any time by the 
commissioner or local collecting officers, or their duly authorized representatives. 

(3) If aR-a proposed assessment has been made and an appeal therefrom has been made to the 
Commissioner, to a local sollesting officer, or to a court, all books and records, as above specified, relating 
to the period covered by such proposed assessment, must be preserved until the final disposition of the 
appeal. 

Authority: T.CA §§.67·1.·102, 67·4·703, and 67-4-.;zQ3722. Administrative History: Original rule certified June 7, 
1974. 

1320·04·05·.47 Sales for Resale. 

(1) Sales for resale include those whereby a supplier of materials, supplies, equipment and services makes 
such tangible personal property or services available for further processing as a component part of a 
product to legitimate dealers engaged in and actually reselling or leasing such property or services to a 
user or consumer. Sales to a manufacturer or processor for future processing, manufacture or conversion 
into articles of tangible personal property for resale where such industrial materials become a component 
part of the finished product are likewise considered sales for resale. 

(2) Sales of tangible personal property and services to a licensed retailer who may make further distributions 
from a central warehouse or other distribution point to others for resale shall be deemed to be wholesale 
sales,and the liconsed retailer shall be liagje..,l0f.-wholesalo lax on any sush distributions if receipts from 
sush exceed 20% of his total saI8s.~ 
Sales mado by a wholesaler to-anothor wholesaler shal1-b&-deemed wholesale salos and taxable at tRe 
appropriate tal( rate. Wholesale sales shall not inslude the transfer of tangibl8-J*f&onal property from a 
'NRelesaler to anothor-wholosalor where the amount-paid by tho transferee to the transferor doos not exceed 
tho transferor's cost including freight in and storage cost and transportation costs incurred in tho transfer from 
the transferor to the transferee. 

(3) Sales for resale made by a wholesaler to another wholesaler shall not be subject to business tax. 

~)H~_The price charged by the vendor for tangible personal property or services or the quality of such 
property or services is immaterial in determining whether or not a sale is one for resale. The controlling 
factor is what the vendee does with his purchase. 

(4)15) Sales to a contractor who in the course of performing his contract installs property or uses 
services in a structure, as a component part thereof, are retail sales to a user or consumer, and are 
ta)(able at tRe appropriate rota14ate. 

Authority: T.CA §§67·H02, 67-4·702. and 67-4-70367--W22·BHd 67 10+. Administrative History: Original rule 
certified June 7, 1974. 

1320-04·05'.53 Taxpayers' Returns and Records. 
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(1)AII persons liable for tho Businoss Taxbusiness tax shall make complete reports of all sales and other 
business receipts and list any deductions which they are entitled to make for each separate place, 
location, or outlet in the State, and submit them on their Business Taxbusiness tax returns to the 
appropriate oollection offioer, as provided for in the Business Tax Act and the Rules and Regulations 
relating thereto. Sales and receipts which are excludable, as provided for in the Act and these Rules and 
Regulations, shall not be included in the gross sales reported; but allowable deductions shall be included 
in the gross sales reported and listed as a deduction on the Business Tax Returnbusiness tax return and 
so treated in computing and paying the Business Tffi(business tax due. 

(2) Persons with two or more business locations in a city and/or county may, upon request,sbtain forms to 
and liJe..w.ithapproval by the appropriate collootion olfioorGommissioner, file consolidated tax returns, 
provided only, however, that such businesses are taxable under the same classification and at the same 
tax rate. Consolidatod returns must oontain a sGhedul~~IGGal~j.viA§Such person must 
maintain in its books and records information necessary to determine tax liability at each location. 

(1) 1\11 Business Tax returns, audits of all taxpayers, information providod the Department by municipalities 
and/or couffiie&-aA4-information provided the counties and/or municipalities by tho Department of RevenllO-lGf 
tho administration, enforcement, and/or colleotion of the Business Tax are coAlideRtia1-aOO.Jh&.Bontonts shall-Rot 
be revealed to any person except as follows: 

(al To tho taxpay~r personally, or 
(b) To an attomey or other agent dbfly-atfthorized by tho taxpay~bfBh a manner as tho CommissioAe-Ht+ay 

require, or 
(e) To employees of the Department and duly authori~cials of G~niBij:lalitios for tho purpose of 

chocldng, comparing and corrocting retlli-FlS,Of 
(e) To any colloction, regulatory, or inspect-iBn agenoy-of this State, tho United Stat , " 

that beforo such irnol'mali~ivulgod to ths-Yflited States or another State, soo~ffiOf1.t..ooit shall 
agree to furnish ·~tate-with-&ooh...ffiloFmalion as it-may deem necessary to enforce the Tonnessee.ja)( 
J.aw&,-m 

te) In aGGordance-wjth.f'l'OP81'-jbidiGiakl~rwis8 required by laWe 

Authority: T.CA §§67-1-102 and 67-4-703. Administrative History: Original rule certified June 7, 1974. 
Amendment filed May 18,1978; effective August 14,1978. 

1320-04-05-.57 Transfer of License. 

(1) The~~ise provided iR-fJaragraph (2), the license, required pursuant to T.GA §67-4-723, 
may neither be transferred from one person to another person nor from one business location to another 
business location, except as provided for under T.GA §67-4-721. 

(2) A 9\d&iAesBlicense may be transferred from one location in a municipality to another location within the 
same municipality one time during any tax year if the licensee notifies the local collecting officer at least 
five (5) days prior to the last day of business at the old location and pays to such local collecting officer 
three dollars and fifty cents ($3.50) for a recording feet he fee as set forth in T.e.A. §8-21-701. 

Authority: T.CA §§67-1-102 and 67-4-703. Administrative History: Original rule certified June 7, 1974. 
Amendment filed March 18, 1983; effective June 15, 1983. 

1320-04-05-.61 Antique Malls, Flea Markets, Craft Shows, Antique Shows, Gun Shows, and Auto Shows. 

(1) Promotions conducted by non-profit organizations shall refer to cases where the promoter is a AOO

~non-profit association, corporation, or organization, and shall not depend on whether or not the 
individual booth owner or renter is a non-profit entity. However, individual booth owners or renters who 
are nonprofitnon-profit entities shall be exempt from the tax. 

(2) A booth shall be any area or space for which a promoter charges a separate fee. 
(3) PifteeA-(-1-a)-j:lercont of al~ to the looal tax o11iGial& by a promoter shall be paid by the loGal 

tax officials to tilB-GGmmissioROf-Bf Revenue. 

Authority: T.CA §§.§67-~ 1-102, 67-4-703, and 67-4-710. Administrative History: Original rule filed October 
11, 1983; effective January 16, 1984~ 
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Repeal 

1320-04-05-.11 Credits Allowable (Minimum Talc and Personal Property Taxes).Repealed. 

~~~- (1) Tho minimtlm tax aotuallv paid may be taken as a credit against business tax dCIB-GlIfinq the same 

~ 

(2) In order for personal property taxes to be taken as a oredil-ml-a-bt!&ine88 tax return, the personal 
groperty taxes for whioh oredit is sought must have beon paid duriR§!---lAo tax period covered bv tho roturn-.QA 
w~t is claimed. Credits ief-psrsonal property taxes cannot be used to pal' the minimum businoss tax 
/Gr the next taxable period. The minimtlm-tax is due and payable on tho dates se1-Gt!t-at T.CA §67 4 714 (0) 
regardless ef tho amount of any credits. 

Authority: T.CA §§67-H02,67-4-703, and 67-4-7913. Administrative History: Original rule certified June 7,1974. 
Amendment filed August 28, 1974; effective September 27, 1974. Amendment filed March 18, 1983; effective 
June 15, 1983. 

1320-04-05-.37 Persons Making Wholesale and Retail Salos. Repealed 

(ll ,II person whose business is primarily thal-o~9tJl-who makes more than 20% of hiB 
sales at rotail is liable for both the wholesale and retail Business Ta)( at the appropriate rates on each oale§sfy 
of such sales. If the person mal<os 20% or loss of his sales at retail, ho is liable lGr-l~ness T3)C at the 
appropriate wholesale rate on all of his 8alos, botR-whGJe.salo-and retail. (Either oategory shall-lJe based on net 
ta)(able sales attor allowablo deduotions). 
(2) A person whose business is primarily that ol-making retail sales b61t wh.e-makes more lRaB-20% of his sales 

at-wholesale is liable for tRe-1:lusines8 Tax at tho appropriate retail rate on tM-retaikafes, and at the 
appropriate wh0Iesale rate on tRe-wh9lesalo salos. 1l-lhe-pOl'S0A-m.aktl& 20% or 1OSB-ef..-ffis-sa1e&-at 
wh.elesale, he is liable fer the Business Tax at-ihe appropriate retai~rato-oo-al~ol-fli&.sale&,-l;>ot1+felail-aml 
wholesale. 

Authority: T.C.A. §§67-H02 and 67-4-703. Administrative History: Original rule certified June 7,1974. 

1320-04-05-.60 ~~uarterly Payments to Departmont of Revenue by Losal CoJlGGtG+&, 
Repealed. 

(1) (a) It is provided iA-T.CJ\., §8 21 701 (57), that each looal colloclor of each Gounty and or mbffiiGipalily 
from and after June 1, 1972 shall be required tG-flay the Commissioner 15% 01 tho total amOlffil 
0Olleoted under the provisions 01-#10 Business Tax /Iot, Part 7, Chapter 4, Title 67, T.CA This 
provision sM1l-aflply to all oolloctions, o)(oept f08s oharged by the clerks for collocting anG! 
reoording amGlffils-from. the business tax as provided in §8 21 301 (57). 

(0) The statute also provides that such payments shall be made to the Commissioner on May 31, 1973 for 
collections from Juno 1, 1972 through May-3+,-W7<l and each May 31 thereafter for the previous period of JlffiB 
1 thr061gh May 31. Such payments must be made within 20 days after the due date or-they shall be considered 
delinquent and su9jecl-to-ponalty and interesh 

{G)----f.or the convenienoe of the local collecting offic~rs, tho Department of Revenue may aooept paymont~ 
monthly or quarterly basis during a taxablo period wi~eing made oovering the4tHI taxable 
period by tho due date of May 31 each year. Any /Gcal colleotors desiring to make payments to the 
Commissioner in any manner other than on an anflYal basis shall first seel< written authority to do so from tho 
Commissioner and if suoh is granted, the frequenoy of payments may not be changed during a ta)( year witRBul 
written roquO&t-from-~the local collo&t0r-an9 authorization from tho CommissiCll+Oh 

(2) Seotion 8 2115, subseotion (A)(40), providos that for receiving and paying over all taxes, fiRBs, forfeitures, 
foes and amoroements Gounty court clerks shall be entitled te 5% of tho 31~.paid-<wor~ 
GOmmission may not bo deducled from the amouAl-dtJo.#lO Department of Revenue as set Obit in (a) abovo (15°~ 
of-lmsiness tax colleotions). The 5°~ Gommission-may be deducted from total-ffilsine8s tme colloctions Wore 
payments of such are mado to tho proper GauntI' offiBial,mf~ld otherwise relate to tho 15% 
foe& due the state would be bol+l8-by-the-soUflty-a~ to the Department of Revenue. The not effect 
is that tho County Court CierI< is entitled to 5°~ of thB-Wjt!cle~lIe8tions, and tRe-Btat&~jjlOO·41-1~ 
of the adjusted gross colloctior\& 
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(2) Local collecting officers shall accept ale-reffiittances made in paymenl-of ta)( liability. Any partial payments of 
tax liability shall be collected and reported to the Commissioner of Rovenue on the report covering the reportfAg 
f)eriod in which such sums are received by the looal collocting officer. In addition, fifteen percent (15%) of any 
~artial payments shall b9-j%\iG-to the Commissioner by the local oollecting officer on the due date for the 
period in whiGh such sums were collected. I\'ny such sums not oolleotod, reported, or paid over to tho 
Coolffiissioner shalt be considered to be lato payments subjoct to-the provisions of T.CA, §§67 Sg24 (c) aM-f>J. 
5826. The local collecting officers shall-Bill any persoA-liable for-the tax for any portion of tho ta)( liabijjjy-whjffi 
is deficient, plus addilional penalty ang interest on tho defioien! amouni. 

Authority: T.CA §§67-5822 and 67-101. Administrative History: Original rule certified June 7,1974. Amendment 
filed August 28, 1974; effective September 27, 1974. Amendment filed March 18, 1983; effective June 15, 1983. 

1320-05-01-.26 Hospitals and Sanitariums. 

Chapter 1320-05-01 
Sales and Use Tax Rules 

Amendment 

(1) Hospitals and sanitariums are primarily engaged in the business of rendering services, and are the 
consumers or users of all tangible personal properly property or taxable services purchased for use or 
consumption in connection with the operation of the institution. The sellers of tangible personal property, 
other than prescription drugs or medioinosmobility enhancing equiQment prescribed for patients or 
prosthetic devices, or taxable services to these institutions must collect from them the appropriate tax, but 
this provision does not apply to a hospital or sanitarium which is otherwise exempt from paying the sales 
Ofand use tax by virtue of its being a charitable or other like institution. 

(2) If a hospital or sanitarium operates any division that sells tangible personal property or taxable services, 
such as a lunch room, repair shop, or similar department, then the hospital or sanitarium ~Iiable for the 
tax upon the gross receipts or gross proceeds derived from such sales. 

Authority: T.CA §§67-H02 and 67-6-402. Administrative History: Original rule certified June 7, 1974. 
Amendment filed March 3, 1983; effective June 15, 1983. 

1320-05-01-.27 Installation Sales. 

llLCharges for installing tangible personal property,whether made as a part of-an4-iR-Gonnection with tho sale 
of.-the-~o personal proporty, ol'-Whether made for installing tangible personal property which has beoR 
wid in a separate bona fide transactfon-when the property that remains tangible personal property wflBA 
iA&tal1e4-after installation are subject to lile-sales and use tax. The tax is due from the dealer, regardless 
of whether the dealer, or someone acting for him,on the dealer's behalf installs the property. 

(2) Installation servicos that are provided in connection with tho sale of tangible personal property are a part 
of the sales price of the tangible porsonal property sold. If a dealer provides installation services in 
connection with the sale of tangible personal property, such installation services are subject to sales and 
use tax if the tangible personal property being installed is subject to sales and use tax. Installation 
services that are sold in transactions unrelated to the sale of the tangible personal property are subject to 
sales and use tax regardless of the taxability of the tangible personal property installed unless the 
installation services are otherwise exempt from tax. 

@LTangible personal property which is sold and attached to real property, but which will ordinarily be 
removed by the owner or tenant, such as window air conditioning units, curtain and drapery rods, 
gasoline pumps, etc., shall be deemed to be personal property and the installation charges therefor shall 
be subject to the 8al08 orsales and use tax. 

i1LCharges made for installing tangible personal property which becomes a part of real property, are not 
subject to the 8ales o~sales and use tax. The person so installing the property shall be liable for any sales 
omnd use tax that may be due, if any, on the property bought and/or used in making the installation. 
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Authority: T.C.A. §§67-1-102, 67-6-102, 67-6-205, and 67-6-402. Administrative History: Original rule certified 
June 7,1974. 

1320-05-01-.36 School LunchosBoarding Institutions. 

fft--rhe sale of food to the Stato, counties, municipalities of the State, Parent Teacher Associations, or 
other similar school organizations for the purpose of furnishing school lunches is exempt from the 
",ales or Use Tax. 

(2) "School-runches" shall mean IbIflBhes furnished or sold to studen1s-ifl-public or private schools, gracJe&-K.. 
-tb 

Institutions of learning operating as boarding institutions, except K-12, shall be deemed the ultimate consumer of 
foods purchased for meal purposes and shall be liable for the payment of sales 9l'and use tax for such supplies, 
unless such institutions have qualified for exemption from sales 9l'and use tax on the ground that they are church 
supported or non-profit colieges,...Q[ universities or schools. 

Authority: T.CA §§67-1-102. 67-6-329, and 67-6-402. Administrative History: Original rule certified June 7,1974. 
Amendment filed February 7, 1980; effective April 22, 1980. 

1320-05-01-.48 Photographs, Photostats, Blue Prints, Etc. 

(1) Sales of photographs, portraits, prints from camera film, camera film, photostats, blue prints, frames, and 
other like items are subject to thB-sales and use tax when sold for use or consumption. Any sale of paper 
or other material which becomes a component of the photograph, or other prints, is a sale for resale, and 
not subject to the Sales or Use Tax. Chemioals and other products which do not become all actual part of the 
finished product being sold, are sold for use and consumption by tho porson making the pholG§raph or print, 
and are subject to the Sales and Use Tax.sales and uso tax. 

(2) Charges made for developing films and coloring or tinting pictures or photographs furnished by customers 
are service charges not subject to tho Sales orsales and use tax when a separate charge for such 
services is billed to the customer. Chomicals, paints, Golors, etc., used in rendering suoh sorviGes are used 
antkensumed by the person doing the W9l'k-Wi1G-must pay the Sales or Use Tax due on suoh supplies. 

Authority: T.C.A. §§67-1-102, 67-6-492329, and TeAn. Pub. Aots 2567-6-402. Administrative History: Original rule 
certified June 7,1974. Amendment filed December 15,1986; effective January 29,1987. 

1320-05-01-.63 Registration Certificate. 

(1) Sales Tax. 

(a) When a dealer changes his business location within the same county, the certificate holder shall 
notify the Department of the new business address and surrender his Registration Certificate. A 
new certificate will be issued showing the correct business address. 

(b) When a dealer changes his business location to a different county, or to a different type of 
business, the certificate must flebe submitted for cancellation, and an application for a new 
certificate filed. 

(2) Use Tax, 

(a) Out-of-state dealers which have a sufficient jurisdictional contact or nexus with this State, and 
accept orders from residents of this State, shall register with the Department for use tax 
purposes, and report and pay the appropriate use tax to the Department. Other out-of-state 
dealers should register with the Department for the purpose of reporting and collecting use tax as 
a convenience and service to their customers. 

(b) Persons importing taxable tangible personal property into the State, and who do not pay the 
Tennessee use tax to an out-of-state dealer registered with this Department, shall register with 
the Department for use Tal?-purposes, and report and pay the appropriate use tax to the 
Department. Except as otherwise provided in these rules and regulations, such persons must pay 
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the use +axcto out-of-state dealers who are properly registered with this Department, rather than 
declare such purchases and pay the tax themselves. 

(3) Dealers within the State having both sales and use tax to report shall register for sales tax purposes, and 
report the sales and use tax on forms provided for such purposes. 

(4) Dealers having average monthly gross sales of $400.00 or less and taxable services of $100.00 or less 
may in the discretion of the Commissioner of Revenue be required to pay tax to their suppliers on 
purchases in lieu of registering for sales and use tax purposes since the Department's cost of 
administering the account would exceed the taxes reported. 

(5) An individual property owner who sells. rents, or charges for the occupation of a room, lodging. or 
accommodation for a period of less than ninety (90) continuous days and a property management 
company that is required to collect sales and use tax on behalf of an individual property owner as 
required by T.CA §67-6-501 shall file with the Commissioner an application for a certificate of 
registration for each property that it owns or manages. If an individual property owner owns or a property 
management company manages multiple locations within one local jurisdiction, the individual property 
owner or the property management company shall be required to register only one location per local 
jurisdiction and report all sales in that local jurisdiction to the registered location. 

Authority: T.C.A. §§67-1-102, 67-6-402, 67-6-205, and 67-6-501. Administrative History: Original rule certified 
June 7,1974, Amendment filed December 15,1986; effective January 29,1987. Amendment filed June 28, 2000; 
effective September 11, 2000. 

1320-05-01-.67 Printing Industry, 

(1) Sales of advertising circulars, books, forms, tickets, and other like printed items of tangible personal 
property are subject to the sales and use tax unless the printed matter is sold for resale purposes, 

(2) The printing and binding of paper, books, forms, letters, and the like is a fabrication thereof, and is subject 
to the sales 9I'and use tax unless the fabrication is a part of a manufacturing process for resale, It is 
immaterial whether the customer furnishes any or all the paper or other materials used in the fabrication 
work, Any rebinding or other repair of a book or other tangible personal property is subject to the sales 
9I'and use tax. 

\3-}-AAy equipmont~Rals and 8 , f--Wflieh do net beoome--a 
G9!+lf>OOont part of the printed matter boing fabrioated for salo,el'-Whioh cannot qualify as an industrial supply 
exempt from tax, afe subjeot to the Sales or Use Ta)(. In those oasos whore a p1'iHlel'ffiBlwG a speoific oharge 
iA-a-tlentraot, or indioates a spooifio charge on an ifWGice jar an engraving, die, plat€,;:ll'-8ny othor similar I,ind 
oWaAgible personal property sold to a oustomer, and uses the property in the printing prooess, ho shall be 
liablo joHhe ta)( represented lly suoh sale or use irrespective of whether the customer ever actually obtaine 
possession of the engravi~hor the "rinted matter itself is subject to tho Sal08 or Use 
TB*. 

Authority: T.CA §§67-jQl, 671-102, 67-6-1 02~. and 67-,'W4ii6-402, Administrative History: Original rule 
certified June 7, 1974, Public necessity rule filed February 29, 2008; effective through August 12, 2008. 
Amendment filed March 31, 2008; effective July 29, 2008. Amendment filed March 31, 2008; effective July 29, 
2008. 

1320-05-01-,74 Taxpayer's Reports. 

(1) All dealers selling any tangible personal property or furnishing any of the services subject to the Sales 
sales ~tax from a location in the State and all vendors and users, whether within or without the State 
having an "active" account as deSignated in their Certificate of Registration shall file a complete report of 
all sales, purchases, deductions, etc., with the Commissioner of Revenue for each month (except as 
indicated in paragraph (2)1. These reports shall be filed regardless of whether the dealer or user is a 
"manUfacturer;', "wholesaler;', or "retailer~", or whether there have been any sales or purchases, of any 
kind. or whether there is any sales 9I'and use tax due to be paid, 

(2) Reporting on other than a monthly basis may be permitted as follows: 
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(a) Dealers whose sales and use tax liability for twelve consecutive months has averaged $200 or 
less per month may be permitted in the discretion of the Commissioner to file returns and make 
remittances thereon on a quarterly,----semiannual or annual basis. Quarterly returns and 
remittances thereon shall cover the three calendar months ending on the last day of March, June, 
September and December. Semiannual returns and romittances -lRBfBBn shall cover tho 6 
oalendal'-months ending on the last day of June and December. Annual returns and remittances 
thereon shall cover the 12 calendar months ending on the last day of December. 

(b) If a dealer's tax liability for any subsequent twelve month period should exceed $2400, or if the 
Commissioner should determine that a loss of revenue might result from permitting such dealer to 
continue filing returns and making remittances on other than a monthly basis, the Commissioner 
may require such dealer to file on a monthly basis. Failure to timely file a return or make 
remittance of the tax due thereon shall be grounds for returning a dealer to a monthly basis of 
filing returns and making rem ittances. 

(c) A new dealer whose business, in the determination of the Commissioner is highly likely to qualify 
under (a) may be permitted to file returns and make remittances on other than a monthly basis 
without the required reporting experience. 

(d) Dealers filing returns and making remittances on other than a monthly basis shall be aliGweEl 
vendor's Gompern;alioA--Gfl-the same basis as it is allowed--ie-dealers on a monthly basis. Such 
dealers shall be liable for penalties and interest on the same basis as dealers on a monthly basis 
are liable. Quarterly, somianmial,Monthly. quarterly and annual returns shall be filed and 
remittances made thereon on or before the +i3lh2Oth day of the month following the close of the 
period covered by such returns and remittances and shall be delinquent if made after such time. 

Authority: T.C.A. §§67-1-101, 67-1-102, 67-~6-402, 67-6-402504, and 67-6-505. Administrative History: 
Original rule filed June 7, 1974. Amendment filed April 28, 1977; effective October 1, 1977. Amendment filed 
December 15, 1986; effective January 29, 1987. Amendment filed June 2, 1989; effective July 17, 1989. 

1320-05-01-.90 Billing of Sales and Use Tax. 

Vendors-wAAffi. the StatB must indicate in some definite manner whether their customers are paying any Sales 
Tax. This indication must be stated on the ticket, invoice, or other record given to the customer, or it may be 
shown by posting a sign in the place of business of the dealer indicating that the prices shown include any 
applicable Sales Tax. This statement cannot be included on a ticket, invoice, or other record given, and tax may 
not be charged, to vendees who are exem pt from paying the Sales Tax. 

Out of stale vendors ~ taxable sales to customers in this State, and properly registered-with the Department for 
the purpose of collecting Use TalC, shall bill the Use Tax as a separate item on the billing invoice to tho Tennesseo 
customer, indicating their Tennesseo Registration Numbors, substantial!y as follows: 

Tangible Personal Proporty and/or Taxable Services $ 
Tennessee Stale and Looal Use Tax 
Tetal $ 
Tennessee Registralion Ntlmbef 

Authority: T.C.A. §§67-+f).11-102 and 67-~6-402. Administrative History: Original rule certified June 7,1974. 

1320-05-01-.106 Industrial Machinery. 

(1) Persons who wish to make purchases or leases of industrial machinery shall apply to the Commissioner 
of Revenue for authority to make such purchases exempt from tax. This application shall give such 
information as the Commissioner may require. If the Commissioner finds from such information that the 
applicant is entitled to make purchases or leases of industrial machinery, authority shall be permanent in 
nature and shall continue until such time as the business ceases operation or until such time as the 
business changes in character such that it is no longer operating within the scope of its original 
application. Any misrepresentation made on the application by the taxpayer will subject the taxpayer to 
any applicable tax, penalty and interest. 
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(2) Authority must be obtained prior to the purchase in order for the machinery to qualify as industrial 
machinery for tax purposes. However, if authority is not obtained prior to the purchase the Commissioner 
may allow retroactive application of the authority upon a showing suffiCient to the Commissioner that the 
failure to obtain authority resulted from: 

(a) A major restructuring of the business or the business having gone through a change in 
ownership; or 

(b) A death of a key person in the tax area of the organization; or 

(c) The entity having been misled by state officials which indicated that authority to purchase 
industrial machinery was not required; or 

The ontity having Pfe¥iously reoeived allilmrity to purohase industr-iat-maGRiRBry but failed to renew4fleif 
exemption certifioate; or 

(d) Any other grounds thatthe Commissioner finds satisfactory to allow retroactive application of this 
exemption. 

(3) Persons who have obtained authority from the Commissioner to make purchases of industrial machinery 
shall provide their vendors with a copy of their authority or a copy of a fully completed Streamlined Sales 
Tax Certificate of Exemption which must include the manufacturer's exemption authorization number 
included on the certificate issued by the Commissioner, and such purchases shall then be exempt from 
tax. 

(4) Persons to whom the Commissioner has extended special written permission to make purchases for their 
own use under a certificate of resale pursuant to 1320-5-11-.68(4) must obtain authority from the 
Commissioner as provided inthis rule prior to making purchases of industrial machinery, but may provide 
their vendors with a copy of the special permission extended under 1320-5-11-.68(4) in lieu of the 
authority to purchase industrial machinery. 

(5) Persons seeking to purchase industrial machinery must comply with the provisions of this rule in order to 
obtain the exemption provided at T.C.A. §67-6-206(a). Failure to do so shall subject such purchases to 
tax. 

Authority: T.CA §§67-1-102, 67-6-1 02, 67-6-206~ and 67-6-402. Administrative History: Original rule certified 
June 7, 1974. Amendment filed March 3, 1983; effective June 15, 1983. Amendment filed February 17, 1988; 
effective May 29, 1988. Amendment filed June 28,2000; effective September 11,2000. 

1320-05-01-.107 Electricity. 

(1) Sales of electricity, including any charges such as demand, minimum bill, temporary service, and scrap, 
and items of tangible personal property for accommodation, are subject to tho ~ales orsales and use tax. 

(2) Charges for amortization, investment, oonnoGt~orary servioe, collection fees, feWnnoolions fees, 
damaged facilities, late payment, and security deposits are not subject to tR&-Saio&-Gfsales and use tax 
provided they aFGare indicated as such on the statement given to the customer, and the charges are 
segregated and maintained as such on the books and records of the dealer. If these changes are not 
indicated as such on a statement given to the customer, and are not maintained as such on the books 
and records of the dealer, they are subject to tho ~ales wsales and use tax. 

(3) Statements for sales of electricity must indicate in some manner whether the customer is paying any 
sales wand use tax. 

Authority: T.C.A. §§67-1-102, 67-6-209" and 67-6-402. Administrative History: Original rule certified June 7,1974. 
Amendment filed December 15, 1986; effective January 29, 1987. Amendment filed June 28, 2000; effective 
Septem ber 11, 2000. 

1320-05-01-.115 Sales Tax on Amusement or Recreational Activity. 

The sales and use tax shall also apply to actual or accrued gross receipts from: 
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(1) Dues and fees to membership sports and recreation clubs; 

(2) Admissions to places of amusement, sports, entertainment, exhibition, display or other recreational 
events or activities; 

(3) Charges for engaging in any kind of recreational activity when no admission is charged spectators; and 

(4) Charges made for the privilege of using tangible personal property for amusement, sports, entertainment 
or recreational activity where the privilege does not otherwise constitute a taxable rental~~ 

(5) Chargos or fees for cable television sorvice in excess of tho 10'N8st or m~ewiGe made byms 
supplier. 
Authority: T.CA §§67-1-102, 67-6-212, 67-6-330" and 67-6-402. Administrative History: Original rule filed May 18 
1984; effective June 17, 1984. Amendment filed June 1, 1988; effective September 28, 1988. 

1320-05-01-.116 Membership Sports and Recreation Clubs. 

(1) Membership sports and recreation clubs shall include but not be limited to those organizations listed in 
Major Group No. 79, Industry 7991 of the Standard Industrial Classification Manual of 1987, as amended. 
Industry 7991 includes, but is not limited to, establishments primarily engaged in operating reducing and 
health clubs, spas, and similar facilities featuring exercise and other active physical fitness conditioning. 
Membership sports and recreation clubs shall also include, but not be limited to, those organizations 
listed in Major Group No. 79, Industry 7997 of the Standard Industrial Classification Manual of 1987, as 
amended. Industry 7997 includes, but is not limited to, sports and recreation clubs which are restricted to 
use by members and their guests, such as country, golf, tennis, yacht and amateur sports and recreation 
clubs. 

A rooreatieH-Bilill or community service organ~F\-ff1ust retain a signed contraot witFHt&member for a peri~e 
(1) year or mGfe-and each ~FRtIBl-ge specified in the contraot boloro an oxomplion of the fifSt-$+9\J...iA 
ElcIes--vvi11-8e-a~h family momber. 

~l£LMembership dues or fees shall include initiation fees, required stock purchases" and any other fees 
required for membership~, but do not include member assessments for capital improvements. 

Authority: T.C.A. §§67-1-102, 67-6-212, 67-6-330 and 67-6-402. Administrative History: Original rule filed May 18, 
1984; effective June 17, 1984. Amendment filed June 1, 1988; effective September 28,1988. Amendment filed 
June 28, 2000; effective September 11, 2000. 

1320-05-01-.121 Free, Complimentary, or Reduced Dues, Fees, or Admission Charges. 

Free or complimentary dues, fees, or admission charges are taxable when made in connection with a valuable 
contribution. Tax shall GAly-applyJm.l\( to that portion of the contribution which represents the fair market value of 
the membership or admission. Where memberships or admissions are purchased at a reduced charge, tax shall 
ooly-applyJm.l\( to the reduced charge; provided that tax shall also apply to any additional contribution up to the 
actual fair market value of the membership or admission. The sales and use tax is not imposed on free 
amusements provided to employees of amusement providers as fringe benefits (e.g., free tans to employees of a 
tanning bed operator or free membership to employees of a health spa). 

Authority: T.CA §§67-1-102, 67-6-212, and 67-6-402. Administrative History: Original rule filed May 18, 1984; 
effective June 17, 1984. 

1320-05-01-.122 Entering or Engaging in Amusement or Recreational Activity. 

Fees or charges for the privilege of entering or engaging in tennis, racquetball, handball, skiing, dancing or any 
other amusement or recreational activity, inoluding Gootests or tournaments, are taxable in addition to membership 
fees or admissions. Fees or charges for instruction in such activities are not taxable. If recreational activity not 
essential to or a part of the instruction is also provided, the entire charge shall be subject to tax unless charges for 
instruction are separately billed. 

Authority: T.C.A. §§67-1-102, 67-6-212, 67-6-330, and 67-6-402. Administrative History: Original rule filed May 
18, 1984; effective June 17, 1984. 

New 
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1320-05-01-.128 Research and Development. 

(1) The sales and use tax does not apply to machinery. apparatus. and equipment with all associated parts. 
appurtenances. and accessories for such machinery and equipment that is necessary to and primarily for 
research and development. The sales and use tax does not apply to repair parts and labor and 
installation of research and development machinery and equipment. 

(2) (a) "Research and development" must have one of the following as its ultimate goal: 

1. basic research in a scientific field of endeavor; 

2. advancing knowledge or technology in a scientific or technical field of endeavor; 

3. the development of a new product. whether or not the new product is offered for sale; 

4. the improvement of an existing product, whether or not the improved product is offered for 
sale; 

5. the development of new uses of an existing product. whether or not a new use is offered as a 
rationale to purchase Ihe product; or 

6. the design and development of prototypes, whether or not a resulting product is offered for 
sale. 

(b) "Research and development" does not include: 

1. ordinary testing or inspection of materials or products used for quality control, other than 
that occurring during the activities listed in SUbsection (2)(a) of this rule; 

2. market research; 

3. efficiency surveys; 

4. consumer surveys; 

5. advertising and promotions; 

6. management studies; or 

7. research in connection with literary. historical, social science, psychological, or other 
similar nontechnical activities. 

(3) Persons who wish to make tax exempt purchases of research and development machinery shall apply to 
the Commissioner of Revenue for authority to make such purchases exempt from tax. The application 
shall give such information as the Commissioner may require. 

(4) The research and development sales and use tax exemption authorization must be obtained prior to 
making such purchases exempt from the tax. However, if authority is not obtained prior to the purchase, 
the Commissioner may allow retroactive application of the authority upon a showing sufficient to the 
Commissioner that the failure to obtain authority resulted from: 

(a) A major restructuring of the business or the business having gone through a change iQ 
ownership; or 

(b) A death of a key person in the tax area of the organization; or 

(c) The entity having been misled by state officials which indicated that authority to purchase 
research and development machinery was not required; or 
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(d) Any other grounds that the Commissioner finds satisfactory to allow retroactive application of this 
exemption. 

(5) Persons who have obtained the research and development tax exemption authorization for research and 
development shall provide their vendors with a copy of the authorization or a fully completed Streamlined 
Sales Tax certificate of exemption, which must include the include the research and development 
exemption authorization number included on the certificate issued by the Commissioner. 

(6) Persons are not required to be engaged in any business of fabricating or processing tangible personal 
property for resale to qualify for the tax exemption authorization for research and development machinery. 

Authority: T.CA §§67-H02, 67-6-102, and 67-6-402. 

Repeal 

1320-05-01-.12 Cash DisGouRt&.-Repealed. 
The soiling priGe of an article of tangible personal property or taxable serviGe-tlGe&-flBl-iRB~e am ount of bona fide 
GaSh discounts actually-tal<en by the buyer; thB-amount of such discounts may be-4eductod from gross proceeds of 
salos, provided-such discotmt has been inGIw::!ed- in the gross sales. 

Authority: T.e.A. §§67-1-102 and 67-6-402. Administrative History: Original rule certified June 7,1974. 

1320-05-01-.105 ¥ef\ding Machine Sales. Repealed. All dealers making sales of-taAgj9ie persenal-flfOPerty through 
vending machinos, and elecling to pay tho Gross Receipts Tax thereon in lieu of all othe!'--tmw8, shall registor WAA 
tho Department for Sales Tax-purposes, and mal<o a report of-tAeir sales and purchases each month,-j.jgjffig tho gross 
sales and any purchase for thBiHlvm use when no Sales or use Tax has beoR--Paid to tho vendor. The amotml-s! 
salos mado through the ve~hines upofl-Whjch the Gross ROGoipts Tax is being pai~aimed by 
the dealers on tho Sales Tax rot~rn, and ~Tal<-wiJl.be-+e'¥lirod to be paid-thoroon. 

Authority: T.CA §§67-1-102 and 67-6-402. Administrative History: Original rule certified June 7,1974. 

1320-05-01-.127 GRarges for Cable-To1evision Service. Repoaled 

fit Tho basis rate charged by a supplier for oable tole'Jision serviGe--i&-Jmt-wBjoct to the sales or us~ 
The basic rBto--i&-the periodic charge for gasie 03gle television service. "Basic coble--1elovision servlGe'c 
moans the foliowiFlj:f. 
(a) /\ basic pacl,age of broadcast ohannels, local ori\lj~ser supported 

channels, and access information channels or home-shDpping channels: and 
(b) /\ single additional lower priced package of brsadGa!;kharmel&-an4-aGeoss- information channois 

which is a GOOset of the pacl<age described in (a) aboveo 
Basic cable tolevision sorvise does not include any premium or pay per view channels for 
which per channel or per viewing charge is assessed. 

(2) Charges for Gable television service in excess of the basic rate charged by the sUr>Plier are subjeot to 
tho sales and ~se tax. Charges for pay p~-M-GorlAAotion, program guide, remote GOFftrol, 
promiurn-<;hannels, duplicat8-j:lfOmium ohannels, and installation are in excess of the basic rate and-Bl'O 
&t4je0t to the sales and use tax. 

Authority: T.C.A. §§67-H02 and 67-6-212. Administrative History: Original rule filed July 6, 1992; effective 
October 28, 1992. 

Chapter 1320-06-01 
Franchise and Excise Tax Rules and Regulations 

Amondment 

1320-06-01-.02 Taxpayer (Entities Liable for Tax) Due Date Computer Prepared Tax Forms. Due Date. 

0+--The ~franchise- and excise tax return of all corporations, cooperatives, joiFfl-&toGl, associations 
am!-i:lusiness trusl&,-if\Gluding regulatod-1JWOStmBnt companios and roal 8state investment trusts, organized-for 
profit-under tho laws of this stato-Br any othor state or Goumry.and doing-busiRBB&-iR-+eJ+nesseo, jrlBluding state 
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chartered banks and national banks doing business in Tennessee, is required to shall be filed with the 
Commissioner of Revenue on or before the fustfifteenth i1§1lJ.Lday of the fourth month following the close of the 
corporate fiscaltaxpayer's taxable year. Corporate roturns wR-iGRThe return shall coincide with the accounting 
period covered by the federal return and the appropriate tax must be paid to the department at the time of filing 
the return. Returns that are based on a 52-53 week year will be due on or before the f4ffilfifteenth (15th) day of the 
fourth month following the end of the month closest to the 52-53 week year end. The faot that such entities are 
inactive or have boooms-inactive doos not relieve them of the nocessity-Bl-liJing the return and paying at least the 
minim um $10.00 franchise ta)(. This requ~ domestiG-and foreign corfj0rations inoorporated nor 
Tennessee bill-whioh is doing business in Tennossee shall file the franchise e)(cise tax returns as required herein. 

(2) A franchise excise-lax-ffiltlm-must he filed to coincide with each aGcount~riBd~ffif-which a fodefaf 
return has bOOA-!ile4 

~cG8fltod in lieu of the Gbfrront forms p~by tho Tennessee Department of Re'f€>~ 
franchise excise ta)( p6lrposos, a franchise Q)(sise tax return prepared by computer shall be a reasonable fac&iffijje 
of current forms and sRall-oomain all informa1ion required by the current forms. 

Authority: T.CA §§67-H02(af, 67-4-806, 67448172007, 67-4-0072015, and 67-4-~2119. Administrative 
History: Original rule certified June 7, 1974. Repealed and refiled July 22, 1977; effective August 22, 1977. 
Amendment filed November 6, 1984; effective December 6, 1984. 

1320-06-01-.15 Indebtedness--=-Adequacyof Capital. 

The amount of indebtedness to be included pursuant to T.CA §67-4-~2107 shall not exceed the greater of 
the following amounts: (1) Excess of indebtedness over quick assets (cash, receivables, marketable investments), 
(2) Excess of book value (cost less accumulated depreciation) of capital assets (including inventories) per ending 
balance sheet of the return over net worth (including surplus reserves). If quick assets exceed the indebtedness 
to an affiliated corporation and the net worth exceeds the capital assets, the capital is adequate and no part of 
such indebtedness need be included. If capital i&-if1adequate, a schedule of determmatiGR-must accompany the 
fraRohiso excise tax return, 

Authority: T.CA §§67-1-102Jal-and 67-4-~2107. Administrative History: Original rule certified June 7, 
1974. Amendment filed August 13,1974; effective September 12,1974. Repealed and refiled July 22,1977; 
effective August 22, 1977. Amendment filed November 6, 1984; effective December 6, 1984. 

1320-06-01-.18 Minimum Measure of Franchise Tax. 

\+t As provided by T.CA §67 4 906 tho mea&u~he franchise ta)( shall in no caBO be loss than tho 
year end book value (cost less depreciatien) ef roal and tangiSle-flBfSOOal property owned in this-sta1e 
plus the rontal value of suoh property used bLf4l~-·lftis-state determined by multiplyi+lj}tho 
net annual rental of real property by eight (8), the net annual rontaC4fBaGhinery and equipment usod 
in manufacturing and processing by three (3), tho net annual rontal-ol-rumiture, office machinery and 
~ment by two (2), and the net annual rental of delivery or mobile equipment by o~ 

(,2{1) Rentals included in the minimum measure of the franchise tax may be offset by subrentals only to 
the amount of rentals paid. To qualify as subrental, the sublessee must have the same rights as the 
lessee with respect to use of the property. 

(2) If property owned by others is used by the taxpayer at no charge or rented by the taxpayer for a nominal 
rate, the net annual rental rate for such property shall be determined on the basis 01 a reasonable market 
rental rate for such property. 

(3) Property in transit between locations of the taxpayer to which it belongs shall be considered to be at the 
destination for purposes of the franchise tax. Property in transit between the buyer and seller and shown 
on the books and records of the taxpayer in accordance with its regular accounting practices shall be 
included in the minimum measure of the franchise tax if it is destined to a Tennessee location. 

(4) The value of any property while under construction must be included in the minimum measure of the 
franchise tax if there is actual utilization of such property by the GorporaliBRtaxpayer either in whole or in 
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part. Actual utilization of the construction in progress will depend upon whether or not the construction in 
progress is utilized in the particular business conducted by the corporation. 

Example f1h A manufacturer is in the process of building or expanding its facilities. The construction in 
progress would not actually be utilized in conducting the business of manufacturing until put in service by 
the corporation. 

Example f2h A corporation is in the business of building and selling homes and the construction in 
progress will ultimately be for sale or rental. All of the construction in progress is utilized in conducting the 
business of home building. 

Example f3h A corporation is in the business of operating motels and has a facility under construction. 
The construction in progress would not actually be utilized in conducting the business of operating motels 
until put in service by the corporation. 

Authority: T .CA §§67 -1-1 02(af and 67-4--9002108. Adm inistrative History: Original rule certified June 7, 1974. 
Repealed and reliled July 22, 1977; effective August 22, 1977. Amendment filed November 6, 1984; effective 
Decem ber 6, 1984. 

1320-06-01-.20 Actual Charitable Contributions. 

In determining net earnings for the purpose of computing the excise tax, T.CA §67-4-11Ge2006 requires the 
charitable contributions deduction claimed under Section 170 of the Internal Revenue Code to be added to federal 
taxable income; whereas, §67-4-!lGe2006 permits a deduction for actual charitable contributions made by the 
GorporaliBFltaxpayer during the fiscal year. The term "actual charitable contributions" means all bona fide 
contributions expensed and paid in a given year without regard to any percentage as required under federal law. 
The same criteria used for federal purposes in determining whether or not a contribution is a bona fide 
contribution is used by this state; however only the book basis of property donated to charity is allowed as a 
deduction in determining net earnings for the purpose of computing the excise tax. 

Authority: T.C.A. §§67-1-102(af and 67-4-EfJ&2006. Administrative History: Original rule certified June 7, 1974. 
Amendment filed August 13, 1974; effective September 12, 1974. Repealed and refiled July 22, 1977; effective 
August 22, 1977. Amendment filed November 6, 1984; effective December 6, 1984. 

1320-06-01-.21 h0se-Loss Carryovers. 

(1) (a) -Net operating losses insurred during fisoal years ending prior to Maroh 31, 1982, may be carried 
forward throe (3fifteen (15) years as net operating loss carryovers. 

fIl) Net operating loss08 incurrod during fiscal yoars ending on or after March 31, 19@2, may be 
carried forward seven (7) yoars as net operating loss carryovers. 

(2) The term "net operating loss" is defined by T.C.A. §67-4-!lGe2006 of the excise tax law as the excess of 
allowable deductions over total income allocable to this state for the year of the loss. The loss is the same 
as that reported for federal income tax purposes before any operating loss adjustment and special 
deductions provided for in the Internal Revenue Code, and the loss is subject to the adjustments 
(additions and subtractions) provided for in §67-4-!lGe2006. The amount of the loss that may be carried 
forward will be subject to the following adjustments: 

(a) There shall be added to the net loss as determined for excise tax purposes, all non-business 
earnings, all interest, dividends excluded from net earnings pursuant to §67-4-!lGe2006 and any 
other income excluded from net earnings pursuant to §67-4-!lGe2006. 

(b) With respect to GorporatiGAstaxpayers doing business both within and without Tennessee, 
adjustment shall be made to reflect the apportionment of the loss on the basis of business done 
within and without the State of Tennessee during the loss year. After making the adjustment as 
provided in subparagraph (a) hereof, the loss deductible for Tennessee excise tax purposes shall 
be that portion of the total loss apportioned to this state by the applicable statutory apportionment 
formula. 
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(c) The net loss so determined must be offset against the net earnings from business done within the 
state for the succeeding year, and if not completely offset by the net earnings from business done 
within the state for such year, the remainder of such net loss may be offset against the net 
earnings from business done within the state during the following year. In no case may any 
portion of such loss be carried forward and used to offset net earnings for any period beyond the 
applicable net loss carryover period as provided in paragraph (1) above, and in applying the loss 
carryovers where losses for more than one year are involved, the most remote year will be 
applied first. 

(0) Eaoh oorporation is oonsidered a separate ontilyi-tAeroforo, in tho oaso of mergers, 
oonsolidations, etc., no I"ss carryovers inourred 9y the predeoessor corporation 'N-ilj be allowed as 
a deduction from not oarn~n the tax return of the SUGoessor corporation. 

(3) In the case of a change in aooounting periGd-resulting in a situatio~hreo year oarryovef 
poriod ends during a fiscal period, tho remaiBing loss oarryovef-Wi!1 be prorated over tho number of 
months in the accGUHt~ooEl-befGr8 the loss carryover period expires. Examplo: Franchise excise 
tax returns filed by a Gorporatie~~ 

Calendar year 1979 boss available for carryover $::l0,000.00 
Sil, Months Ended 6130/90 Net 6arrllflgs jor Excise Tax purp~ 
¥oal'-Enoed 6120/81 Net Earnings for 6xcise Tax purposos S12,000.00 
¥oaf.-E--r\Ged 6/30182 Net Earnings jor Exois8 Tax purposos $9,000.00 
¥ear Ended @/301~~ngs for Excise Ta), purposes $8,000.00. 

Tho $::lO,OOO.QO loss carryover weuld be applied as jgj~ 

$3,000.00 to 6130/80 
$12,000.00 to 6/30181 
$lMlOO.OO to 6/30/82 
~OO.OO (9112 of remaining $6,000.00) to 6/30/83. 

Authority: T.G.A. §§67-1-102 and 67-4-89$2006. Administrative History: Original rule certified June 7,1974. 
Amendment filed August 13, 1974; effective September 12, 1974. Repealed and refiled July 22, 1977; effective 
August 22, 1977. Amendment filed November 6, 1984; effective December 6, 1984. Amendment filed March 9, 
1990; effective April 23, 1990. 

1320-06-01-.23 Business and Nonbusiness Earnings. 

(1) (a) Business earnings are defined by T.G.A. §§67-4-0040}2004 as earnings arising from transactions 
and activities in the regular course of the taxpayer's trade or business and includeor earnings from 
tangible and intangible property" if the acquisition, use, management, aRtIor disposition of the 
property Gonstitutoconstitutes an integral ~part of the taxpayer's regular trade or business 
operations. In essence, all earnings which arise from the conduct of the trade or business 
operations of a taxpayer are business earnings. For purposes of administration of T.G.A. §67-4-
00+2001 et seq., the income of the taxpayer is business earnings unless clearly classifiable as 
nonbusiness earnings. 

(b) Nonbusiness earnings means all income other than business earnings. 

(c) The classification of income by the labels occasionally used, such as manufacturing income, 
compensation for services, sales income, interest, dividends, rents, royalties, gains, operating 
income, nonoperating income, etc., is not determinative of whether income is business or 
nonbusiness earnings. Income of any type or class and from any source is business earnings if it 
arises from transactions and activity occurring in the regular course of trade or business. 
Accordingly, the critical element in determining whether income is "business earnings" or 
"nonbusiness earnings" is the identification of the transactions and activity which are elements of 
a particular trade or business. In general, all transactions and activities of the taxpayer which are 
dependent upon or contribute to the operations of the taxpayer's economic enterprise as a whole 
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constitute the taxpayer's trade or business and will be transactions and activity arising in the 
regular course of, and will constitute integral parts of, a trade or business. 

(d) A taxpayer may have more than one regular trade or business in determining whether income is 
business earnings. 

(2) Business and Nonbusiness Earnings,.::::: Application of Definitions. The following are rules and examples 
for determining whether particular income is business or nonbusiness earnings. (The examples used 
throughout these regulations are illustrative only and do not purport to set forth all pertinent facts.) 

(a) Rents from Real and Tangible Personal Property. Rental income from real and tangible property 
is business income if the property with respect to which the rental income was received is used in 
the taxpayer's trade or business or incidental thereto and therefore is includable in tllo propeWf 
factor undor Rule 1320 6 1 .27if the rental income from the use or management of the property 
constitutes an integral pari of the taxpayer's regular trade or business operations. 

Example 1: The taxpayer operates a multi-state car rental business. The income from car rentals 
is business earnings. 

Example 2: The taxpayer is engaged in the heavy construction business in which it uses 
equipment such as cranes, tractors, and earthmoving vehicles. The taxpayer makes short-term 
leases of the equipment when particular pieces of equipment are not needed on any particular 
project. The rental income is business earnings. 

~Io :il: Tho ta)(payer operates a multi staie chain of grocery stores. It purchases as an 
~~in another state with surplu& funds and leasos the entire building tG 
Gthors. Tho-~t rental iAGGffi€l..i&..flGl..business inoome of the grocory store trade or bbl&i~ 
ThBffiloro, the net rental incomB-i&non business earnings. 

~Io 1: The taxpay~r operates a multi state chain ef man's clothing stOfOB. Tho taxpayer 
~~tory ollice builGfng and uses the streot-lleor as ono of its retail storos and.J4B 
socond floor for its general corporate headquarters. Tho remaining eighteen (18) floors are based 
to others. The rental of tho eighteen H 8) floors is not incidental to but rather is separate from4oo 
operation 01 the t3)(payor's trado or business. Tho net rental income is not-business income of lhe 
GlotAing store trade-<:l+-OOsinesG. Thorofare, thfHiflt..f&RtaI-iiloomo is non business earnings. 

Example 5Example 3: The taxpayer constructed a plant for use in its mUlti-state manufacturing 
business" and twenty (20) years later the plant was closed and put up for sale. The plant was 
rented for a temporary period from the time it was closed by the taxpayer until it was sold 
eighteen (182 months later. The rental income is business income and the gain on the sale of the 
plant is business earnings. 

Example 6: +he taxpayer operates a multi state chain-el-§rocory stores. It ownod-3fl-9fji<:;e 
ooooiAg which it occupied as its corporate headquartors. Becauso of ~uaio space, ta)(payef 
acquired a new and larger-building elsowhere for its corporate headquarters. Tho old bllilding \IIIaB 

~ment company llnder a five yeaf.~ifaffon of tho lease, taxpayer 
&G1tI-tJc\e.OOi14ng at a gain (Of loss). TAO net rental inCOAlo received over tho leasod period is _ 
business aAB-tho gain (or loss) on the sale of tho building is non business earnings. 
Example 4: The taxpayer is a heavy machinery manufacturer. The taxpayer enters into a 
complicated multi-million dollar deal to acquire the manufacturing assets of another, similar 
business. As a result of the acquisition, the taxpayer becomes the owner of a small, roadside 
market in Tennessee. The market is being leased by a third party lessee for $1,000 per month. 
The taxpayer acquired the assets of the other company solely to expand its manufacturing 
operations. It had never operated the market and has no intent to engage in the business of 
leasing commercial real estate. The Taxpayer does not own any other similar property that it 
leases to others. The taxpayer intends to sell the market as soon as the current lease expires. 
The rental income from the market is de minimis in relation to that derived from the taxpayer's 
manufacturing operations. Under these circumstances, the rental income is nonbusiness 
earnings. The acquiring taxpayer would also exclude the market in the property factor for 
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purposes of the apportionment formula, and would not claim the expenses relative to the market 
as business expenses. 

(b) Gains or Losses from Sales of Assets. As a general rule, gain or loss from the sale, exchange or 
other -disposition of real or tangible or intangible personal property constitutes business earnings 
if the property while owned by the taxpayer was used in the taxpayer's trade or business 
operations, t!f\1€Bs suoh property is sold in a complete liquidation of the businoss~ 
business Goasos allor if the income from the disposition of the property constitutes an integral part 
of the taxpayer's regular trade or business operations. 

Example 1: In conducting its mUlti-state manufacturing business, the taxpayer systematically 
replaces automobiles, machines, and other equipment used in the business. The gains or losses 
resulting from those sales constitute business earnings. 

Example 2: The taxpayer constructed a plant for use in its mUlti-state manufacturing business and 
twenty (20) years later sold the property at a gain while it was in operation by the taxpayer. The 
gain is business earnings. 

Example 3: Same as two (2), except that the plant was closed and put up for sale but was not in 
fact sold until a buyer was found eighteen (18l months later. The gain is business earnings. 

Example 4: Same as two (2), except that the plant was rented while being held for sale. The 
rental income is business income and the gain on the sale of the plant is business earnings. 

E)(ample 5: Same as two (2), oxcept tflat the plaRt-was sold in completo liquida-tlGfH;)f its assets 
when the bUSiness ceased all oporat~un is non business earnings. 

€Jffimplo 6: The ta)(payer operated a multi state chain of grocery stores. It OwROO-aA-BfliGo 
building w~il-BGGUpi8S as its corporate Roadquarters. Because of inadequato space, taJ(paYef 
~ifeG-a-HBW-and larger building elsewhere for its-Bsrporate headquarters. The old buildffi~s 
+GAted to an uRfalatoG-fIwoatmont company under a five (5) year lease. Upon expiration of the 
~ taxpayer sold tho building at a gain (or~-The gain (or loss) on the sale is nonbusinoss 
income and tho rental incorno-lrGOOi¥E>d over tho lease pefiod is non bclsinoss oam~ 

(c) Interest. Interesi income is business earnings where the intangible with respect to which the 
interest was received arises out of or was created in the regular course of the taxpayer's trade or 
business operations or where income from the purposo for aGq~Afjuse or 
management of the intangible i&-rolatoG-to or incidental to suehconstitutes an integral part of the 
taxpayer's regular trade or business operations. 

Example 1: The taxpayer operates a mUlti-state chain of department stores, selling for cash and 
on credit. Service charges, interest, or time-price differentials and the like are received with 
respect to installment sales and revolving charge accounts. These amounts are business 
earnings. 

Example 2: The taxpayer conducts a multi-state manufacturing business. During the year the 
taxpayer receives a federal income tax refund and collects a judgment against a debtor of the 
business. Both the tax refund and the judgment bore interest. The interest income is business 
earnings. 

Example 3: The taxpayer is engaged in a multi-state manufacturing and wholesaling business. In 
connection with that business, the taxpayer maintains special accounts to cover such items as 
workmen's compensation claims, rain and storm damage, machinery replacement, etc. The 
moneys in those accounts are invested at interest. Similarly, the taxpayer temporarily invests 
funds intended for payment of federal, state and local tax obligations. The interest income is 
business earnings. 

Example 4: The taxpayer is engaged in a multi-state money order and traveler's checks business. 
In addition to the fees received in connection with the sale of the money orders and traveler's 
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checks, the taxpayer earns interest incorne by the investment of the funds pending their 
redemption. The interest income is business earnings. 

Example 5: The taxpayer is engaged in a multi state _laGruring and selling business. The 
~king cap~al and extra casf1..te.laling $200,000 which it regu1a4y-jnvests in short 
le.f.A1 interest bearing socurities. The interest inGorne-is-\}b!&iflBss earnings. 

Example 6: In January tho ta)(payor sold all the stock of a subsidiary for $20,000,000. The funds 
are placed in an interest bearing acco~ending a docision by managemBnt as to how the funds 
are to be utilized. The interest income is non business earnings. 

(d) Dividends. Dividends are business earnings where the stock with respect to which the dividends 
are received arises out of or was acquired in the regular course of the taxpayer's trade or 
business operations or where the f'~se fer acquifiAjJ"-aRtl-1mItlifl§--thB-&tocl< is relatod to or 
incidental to suchdividend income from the use or management of the stock constitutes an 
integral part of the taxpayer's regular trade or business operations. 

Example 1: The taxpayer operates a mUlti-state chain of stock brokerage houses. During the year 
the taxpayer receives dividends on stock it owns. The dividends are business earnings. 

Example 2: The taxpayer is engaged in a mUlti-state manufacturing and wholesaling business. In 
connection with that business the taxpayer maintains special accounts to cover such items as 
workmen's compensation claims, etc. A portion of the moneys in those accounts is invested in 
interest bearing bonds. The remainder is invested in various common stocks listed on national 
stock exchanges. Both the interest income and any dividends are business earnings. 

Example 3: The taxpayer and several unrelated corporations own all of the stock of a corporation 
whose business operations consist solely of acquiring and processing materials for delivery to the 
corporate owners. The taxpayers acquired the stock in order to obtain a source of supply of 
materials used in its manufacturing business. The dividends are business earnings. 

Example 4: The taxpayer is engaged inA multi-state heavy construction business. Much of its 
construction work is performed for agencies of the federal government and various state 
governments. Under state and federal laws applicable to contracts for these agencies, a 
contractor must have adequate bonding capacity, as measured by the ratio of its current assets 
(cash and marketable securities) to current liabilities. In order to maintain an adequate bonding 
capacity" the taxpayer holds various stocks and interest bearing securities. Both the interest 
income and any dividends received are business earning. 

Example 5: The taxpayer received dividends from the stock of its subsidiary or affiliate which acts 
as the marketing agency for products manufactured by the taxpayer. The dividends are business 
earnings. 

Example 6: The taxpayer is engaged in a mult~lass manufacturing business. It also holds 
G-f}0f1.ieOO.Gf s\ocll and interest bearing seGurities, tho acquisition and holding of whioh are 
1df1reiated to the manufacturing business. The dividends and interest income roceived are 
flGRbusiness earniR§& 

(e) Patent and Copyright Royalties. Patent and copyright royalties are business income where the 
patient patent or copyright with respect to which the royalties were received arises out of or was 
created in the regular course of the taxpayer's trade or business -operations or where the 
purposes for acquiring and holdingroyalty income from the use or management of the patent or 
copyright is related to or incidental to Sb!GAconstitutes an integral part of the taxpayer's regular 
trade or business operations. 

Example 1: The taxpayer is engaged in the multi-state business of manufacturing and selling 
industrial chemicals. In connection with that business the taxpayer obtained patents on certain of 
its products. The taxpayer licensed the production of the chemicals in foreign countries, in return 
for which the taxpayer receives royalties. The royalties received by the taxpayer are business 
earnings. 
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Example 2: The taxpayer is engaged in the music publishing business and holds copyrights on 
numerous songs. The taxpayer acquires the assets of a smaller publishing company, including 
music copyrights. These acquired copyrights are thereafter used by the taxpayer in its business. 
Any royalties received on these copyrights are business earnings. 

~amo as o)(ample two (2), oxcept that acquired GompaR'y' also held tho patent on a 
type of phonograph neodlo. The taxpayer does net maAufaoture or sell phonograph&-GF 
phonograph equipment. Any royalties received on the patent woold be non business earni%!&" 

(3) Proration of Deductions. As a general rule, the allowable deductions for expense§. of a taxpayer are 
related to both business and non-business earnings. Such items as administrative costs, taxes, 
insurance, repairs, maintenance, and depreciation are to be considered. In the absence of evidence to 
the contrary, it is assumed that the expenses related to non-business rental earnings will be an amount 
equal to 50% of such earnings and that expenses related to other non-business earnings will be an 
amount equal to 5% of such earnings. 

f41-Tho provisions of Rule 1320 6 1 .2~e-awlied to all fiscal years ending on or after July 15, ~ 

Authority: T.C.A. §§67-1-102fa), 67-4-iW42004, and 67-4-B00201O. Administrative History: Original rule certified 
June 7, 1974. Repealed and refiled July 22, 1977; effective August 22, 1977. Amendment filed November 6, 
1984; effective December 6, 1984. Amendment by Public Chapter 575; effective July 1, 1986. Amendment filed 
February 14, 1991: effective March 31, 1991. 

1320-06-01-.27 Property Factor. 

(1) In General. The property factor of the apportionment formula for the trade or business of the taxpayer 
shall include all real and tangible personal property owned or rented by the taxpayer and used during the 
tax period in the regular course of such trade or business. The term "real and tangible personal property" 
include includes land, buildings, machinery, stocks of goods, equipment, and other real and tangible 
personal property but does not include coin or currency. Property used in connection with the production 
of nonbusiness earnings shall be excluded from the property factor. Property used both in the ~jaF 
GGW'SBproduction of taxpayer's trade or business earnin9§. and in the production of nonbusiness earnings 
shall be included in the property factor only to the extent the property is used in the regular 
GGW'SBproduction of taxpayer's trade or business earnings. The method of determining that portion of the 
value to be included in the factor will depend upon the facts of each case. The property factor shall 
include the average value of property includable in the factor. See Rule 1320-6406-01-.29. 

(2) Property Factor~-= Property Used for the Production of Business Earnings. Property shall be included in 
the property factor if it is actually used or is available for use or capable of being used during the tax 
period iF!for the regular Goursoproduction of the trado or business of the taxpayorearnings. Property held 
as reserves or standby facilities or property held as a reserve source of materials shall be included in the 
factor. For example, a plant temporarily idle or raw material reserves not currently being processed are 
includable in the factor. Property or equipment under construction during the tax period (except 
inventoriable goods in process), shall be excluded from the factor until such property is actually used iF! 
the regular course of the trade orto produce business of the taxpayer.earnings. If the property is partially 
used in the regular course of tho trade orto produce business of the taxpayorearnings while under 
construction, the value of the property to the extent used shall be included in the property factor. Property 
used in the regular ceurse of the trade orto produce business ~earninqs shall remain in the 
property factor until its permanent withdrawal is established by an identifiable event such as its 
conversion to the production of nonbusiness earnings, its sale, or tho lapse of a~~ 
(normally, five yoars) duFifl§-which the property is held for or its sale. 

Example faf..L Taxpayer closed its manufacturing plant in State X and held such property for sale. The 
property remained vacant until its sale one year later. The value of the manufacturing plant is included in 
the property factor until the plant is sold. 

Example w.2: Same as above except that the property was rented until the plant was sold. The plant is 
included in the property factor until the plant is sold. 
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Example (0): Taxpayer closed its manufaoturing plant and leased the building under a five year lease. 
The plant is include4-in tho property factor until tho commencement of tholoas&c 

~ple (0): The taxpayer operates a chain 01 retail grocery stores. Taxpayer closed Store A, whiBfl 
was then remodeled into throe small rotail stores such as a dress shop, dry cleaning, and barber shop, 
which were leased to unrelated parties. The property is removed from tho property factor on the date 
the remodeling of Store A commenoed. 

(3) Property Faotor: ConsistenC'f-ln Reporting. In filing returns with this state, if the taxpay~r departs from 
~ifies the manner of valuing property, or of Olwluding or including property in the property factor, 
used in returns for prior yeal'&.-the taxpayer shall disclose in the return for the current year the-ruffilfO 
aml-oxleAt of the medification. 

j]) Property Factor..=;-Numerator. The numerator of the property factor shall include the average value of the 
real and tangible personal property owned or rented by the taxpayer and used in this state during the tax 
period ifl-iilB-regular oourse of the trado orto produce business of the taxpayorearnings. Property in transit 
between locations of the taxpayer to which it belongs shall be considered to be at the destination for 
purposes of the property factor. Property in transit botween a buyer and seller which is included by a 
taxpayer in the donominator of its property factor in accordance with its regular accounting practices shall 
be included in the numerator according to the state of destination. The value of mobile or movable 
property such as construction equipment, trucks or leased electronic equipment which are located within 
and without this state during leased electronic equipment which are located within and without this slat€> 
~the tax period shall be determined for purposes of the numerator of the factor on the basis of total 
time within the state during the tax period. An automobile assigned to a travoling employee shall be 
included in the numerator of the factor of the state to which the employee's compensation is assigned 
under the payroll factor or in the numerator of the state in which the automobile is licensed. 

(4) Zero Denominator. In the use of any apportionment formula, where the donominator 01 a factor is zero. 
such factor must be eliminated entirely and the average then computed from the remaining factor or 
factors. 

Authority: T.eA §§67-1-102 and 67-4-2012. M{2f-Administrative History: Original rule certified June 7,1974. 
Repealed and refiled July 22, 1977; effective August 22, 1977. 

1320-06-01-.28 Property Factor--=-Valuation. 

(1) Valuation of Owned Property. 

(a) Property owned by the taxpayer shall be valuod at its original cost. As a general rule "original 
cost" is deemed to be the basis of the property for federal tax purposes (prior to any federal 
adjustments) at the time of acquisition by the taxpayer and adjusted by subsequent capital 
additions or improvements thereto and partial disposition thereof, by reason of salo, exchange, 
abandonment, etc. If original cost of property is unascertainable, the property is included in the 
factor at its fair market value as of the date of acquisition by the taxpayer. 

Example 1: The taxpayer acquired a factory building in this state at a cost of $500,000 and 18 
months later expended $100,000 for major remodeling of the building. Taxpayer files its return for 
the current taxable yoar on the calendar-year basis. Depreciation deduction in the amount of 
$22,000 was claimed on tho building for its return for the current taxable year. The value of the 
building includable in the numerator and denominator of the property factor is $600,000 as the 
depreciation deduction is not taken into account in determining the value of the building for 
purposes of the factor. 

Example 2: During the current taxable yoar, X Corporation merges into Y Corporation in a 
laxffeetax-free reorganization under the Internal Revenue Code. At the time of the merger, X 
Corporation owns a factory which X built five years earlier at a cost of $11,000,000. X has been 
depreciating the factory at the rate of two percent per yoar, and its basis in X's hands at the time 
of the merger is $900,000. Since the property is acquired by Y in a transaction in which, under the 
Internal Revenue Code, its basis in V's hands is the same as its basis in X's, Y includes the 
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property in V's property factor at X's original cost, without adjustment for depreciation, Le., 
$1,000,000. 

€J\ample 3: Corporation Y acquiros the assets of Corporation X in a ~ation by which Y is 
entitled to use its stocl< GOst as the basis of tho X assets under §334 (b)(2) of the 1954 Intornal 
Revenue Code (Le., stool< procossin§ gO percent control is purG~uidated within two 
yoars). Under thoso circumstancos, Y's cost of tho assets is the purchase price of the X stocl<, 
prorated over tho X assots. 

(b) Inventory of stock of goods shall be included in the factor in accordance with the valuation 
method used for federal income tax purposes. 

(c) Property acquired by gift or inheritance shall be included in the factor at its basis for determining 
depreciation for federal income tax purposes. 

(2) Valuation of Rented Property. 

(a) Property rented by the taxpayer is valued at eight times the net annual rental rate. The net annual 
rental rate for any item of rented property is the annual rental rate paid by the taxpayer for such 
property, less the aggregate annual subrental rates paid by subtenants of the taxpayer. ~.u1B 
j 620 6 1 .35 (2» for ~~tRB-use of such net annual rental rate produced a 
negativQ or clearly iFlaGGHrate value or-whero property is used by tho taxpayer at no chargo or 
rented at ~inal rental rate.) Subrents are not deducted when tho subronts constitute 
iwsiness earnings booause the prop~rty which produces the subrents is usod in tho regular 
Get!fSB-Gf. the trade or business of the taxpayer whon iHs-j:>foduoing suoh oamings. ACGordiA{jfy 
there...is-fle reduction in its vakolBSubrents are not deducted when the subrents constitute business 
earnings. 

Example 1: The taxpayer receives subrents from a bakery concession in a food market operated 
by the taxpayer. Since the subrents are business earnings they are not deducted from rent paid 
by the taxpayer for the IGGdmO!'k&\food market. 

Example 2: Tho taxpayer rents a 20 story office building and-bl&@&..~it& 
general oorporation headqclarteF&.-+he romaini~l1eBrs are subleased to others. The rental of 
thB-oigAtoen floors is separato from the opGffilion of the taJ(payor's trade or business. Sinco tho 
~nts are nonklsiness earnings they aro to be dodUG1efl-fffifH...·!h<H"Em-l-paid-l*,fhe-ffiXfl'''Y€>h-

(b) "Annual rental rate" is the amount paid as rental for property for a 12-month period (Le., the 
amount of the annual rent). Where property is rented for less than a 12-month period, the rent 
paid for the actual period of rental shall constitute the "annual rental rate" for the tax period. 
However, where a taxpayer has rented property for a term of 12 or more months and the current 
tax period covers a period of less than 12 months (due, for example, to a reorganization or 
change of accounting period), the rent paid for the short tax period shall be annualized. If the 
rental term is for less than 12 months, the rent shall not be annualized beyond its term. Rent shall 
not be annualized because of the uncertain duration when the rental term is on a month to month 
basis. If property owned by others is used by the taxpayer at no charge or rented by the taxpayer 
for a nominal rate, the net annual rental rate for such property shall be determinod on the basis of 
a reasonable market rental rate for such property. 

Example 1: Taxpayer A which ordinarily files its returns based on a calendar year is merged into 
Taxpayer B on April 30. The net rent paid under a lease with five (5) years remaining is $2,500 a 
month. The rent for the tax period January 1 to April 30 is $10,000. After the rent is annualized 
the net rent is $30,000 ($2,500 X 12). 

Example 2: Same facts as in Example 1, except that the lease would have terminated on August 
31. In this case the annualized net rent is $20,000 ($2,500 X 8). 

(c) "Annual rent" is the actual sum of money or other consideration payable, directly or indirectly, by 
the taxpayer or for its benefit for the use of the property and includes: 
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1. Any amount payable for the use of real or tangible personal property, or any part thereof 
whether designated as a fixed sum of money or as a percentage of sales, profits or 
otherwise. 

Example: A taxpayero" pursuant to the terms of a lease, pays a lessor $1 ,000 per month as a 
base rental and at the end of the year pays the lessor one percent of its gross sales of 
$400,000. The annual rent is $16,000 ($12,000 plus one percent of $400,000 or $4,000). 

2. Any amount payable as additional rent or in lieu of rents, such as interest, taxes, insurance, 
repairs or any other items which are required to be paid by the terms of the lease or other 
arrangement, not including amounts paid as service charges, such as utilities, janitor 
services, etc. If a payment includes rent and other charges unsegregated, the amount of rent 
shall be determined by consideration of the relative values of the rent and the other items. 

Example (i): A taxpayer, pursuant to the terms of a lease, pays the lessor $12,000 a year rent 
plus taxes in the amount of $2,000 and interest on a mortgage in the amount of $1 ,000. The 
annual rent is $15,000. 

Example (ii): A taxpayer stores part of its inventory in a public warehouse. The total charge 
for the year was $1,000 of which $700 was for the use of storage space and $300 for 
inventory insurance, handling and shipping charges, and C.O.D. collections. The annual rent 
is $700. "Annual rent" does not include incidental day-to-day expenses such as hotel or motel 
accommodations, daily rental of automobiles, etc. 

(d) Leasehold improvements shall, for the purposes of the property factor, be treated as property 
owned by the taxpayer regardless of whether the taxpayer is entitled to remove the improvements 
or the improvements revert to the lessor upon expiration of the lease. Hence, the original cost of 
leasehold improvements shall be included in the factor. 

Authority: T.C.A. §§67-1-1 02fa:) and 67-4-&1-+2012. Administrative History: Original rule certified June 7, 1974. 
Repealed and refiled July 22, 1977; effective August 22, 1977. Amendment filed November 6, 1984; effective 
December 6,1984. 

1320-06-01-.29 Property Factor,-= Averaging Property Values. 

(1) As a general rule the average value of property owned by the taxpayer shall be determined by 
averaging the values at the beginning and ending of the tax period. However, the Commissioner of 
Revenue may require or allow averaging by monthly values if such method of averaging is required to 
properly reflect the average value of the taxpayer's property for the tax period. 

(2) Averaging by monthly values will generally be applied if substantial fluctuations in the values of the 
property exist during the tax period or where property is acquired after the beginning of the tax period 
or disposed of before the end of the tax period. 

Example: The monthly value of the taxpayer's property was as follows: 

January ............................................................................................ ... $2,000 
February .............................................................................................. 2,000 
March ..................................................................................................... 3,000 
April ....................................................................................................... 3,500 
M~ ........................................................................................................ 4,~ 
June ........................................................................................................ 1 0,000 

July .................................................................................................... . 
August ................................................................................................ . 
September ............................................................................................. . 
October ................................................................................................. . 
November ............................................................................................. . 
December ............................................................................................ . 

$25,000 

15,000 
17,000 
23,000 
25,500 
13,000 

2.000 

368368



$95,000 

TOTAL $120.000 

The average value of the taxpayer's property includable in the property factor for the income year is 
determined as follows: 

$120,000 -;- 12 = $10,000 

(3) Averaging with respect to rented property is achieved automatically by the method of determining the 
net annual rental rate of such property as set forth in Rule 1320-H06-01-.28(b). 

Authority: T.C.A . .§§67-1Q1(2).1-1 02 and 67-4-2012. Administrative History: Original rule certified June 7, 1974. 
Repealed and reflled July 22, 1977; effective August 22, 1977. 

1320-06-01-.30 Payroll Factor. 

(1) In General. 

(a) The payroll factor of the apportionment formula shall include the total amount paid by the 
taxpayer in the regular course of its trade or business for compensation during the tax period. 

(b) The total amount "paid" to employees is determined upon the basis of the taxpayer's accounting 
method. If the taxpayer has adopted the accrual method of accounting, all compensation properly 
accrued shall be deemed to have been paid. NotWithstanding the taxpayer's method of 
accounting, at the election of the taxpayer, compensation paid to employees may be included in 
the payroll factor by use of the cash method if the taxpayer is required to report such 
compensation under such method for unemployment compensation purposes. The compensation 
of any employee on account of activities which are connected with the production of nonbusiness 
earnings shall be excluded from the factor. 

Example 1: The taxpayer used some of its employees in the construction of a storage building 
which, upon completion, is used in the regular course of taxpayer's trade or business. The wages 
paid to those employees are treated as a capital expenditure by the taxpayer. The amount of 
such wages is included in the payroll factor. 

Example 2: The taxpayer owns various securities which it holds as an investment separate and 
apart from its trade or business. The management of the taxpayer's investment portfolio is the 
only duty of Mr. X, an employee. The salary paid to Mr. X is excluded from the payroll factor. 

(c) The term "compensation" means wages, salaries, commissions and any other form of 
remuneration paid to employees for personal services. Payments made to an independent 
contractor or any other person not properly classifiable as an employee are excluded. Only 
amounts paid directly to employees are included in the payroll factor. Amounts considered paid 
directly include the value of board, rent, housing, lodging, and other benefits or services furnished 
to employees by the taxpayer in return for personal services provided that such amounts 
constitute income to the recipient under the federal Internal Revenue Code. In the case of 
employees not subject to the federal Internal Revenue Code, e.g., those employed in foreign 
countries, the determination of whether such benefits or services would constitute income to the 
employees shall be made as though such employees were subject to the federal Internal 
Revenue Code. 

(d) The term "employee" means any officer of a corporation, or any individual who, under the usual 
common law rules applicable in determining the employer-employee relationship, has the status 
of an employee. Generally, a person will be considered to be an employee if he is included by the 
taxpayer as an employee for purposes of the payroll taxes imposed by the Federal Insurance 
Contributions Act; except that, since certain individuals are included within the term "employees" 
in the Federal Insurance Contributions Act who would not be employees under the usual common 
law rule, it may be established that a person who is included as an employee for purposes of the 
Federal Insurance Contributions Act is not an employee for purposes of this regulation. 
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(e) In filing returns with this state, if tho taxpayer departs from or modifiosthe treatment of 
compensation paid used in returns for prior years, tho taxpayer shall disclose in the return 4GHhB 
current year the nature and oxtent of the modification. 

(2) Denominator. The denominator of the payroll factor is the total compensation paid everywhere during the 
tax period. Accordingly,-il compensation paid to employees whose services are performed entirely in a 
state where the taxpayer is immune from taxation, for example, by Public Law 86-272, 3l'&j§ included in 
the denom inator of the payroll factor. 

Example: A taxpayer has employees in its state of legal domicile (State A) and is taxable in State B. In 
addition" the taxpayer has other employees whose services are performed entirely in State C where the 
taxpayer is immune from taxation by Public Law 86-272. As to these latter employees, the compensation 
will be assigned to State C where their services are performed (i.e., included in the denominator_- but not 
the numerator - of the payroll factor) even though the taxpayer is not taxable in State C. 

(3) Numerator. The numerator of the payroll factor is the total amount paid in this state during the tax period 
by the taxpayer for compensation. The tests in T.CA §67-4-!l+1-(f12012 to be applied in determining 
whether compensation is paid in this state are derived from the Model Unemployment Compensation Act. 
Accordingly, if compensation paid to employees is included in the payroll factor by use of the cash 
method of accounting or if the taxpayer is required to report such compensation under such method for 
unemployment compensation purposes, it shall be presumed that the total wages reported by the 
taxpayer to this state for unemployment compensation purposes GGABtittltesconstitute compensation paid 
in this state except for compensation excluded under Rule 1320-6406-01-.30. The presumption may be 
overcome by satisfactory evidence that an-employee's compensation is not properly reportable to this 
state for unemployment compensation purposes. 

(4) Zero Denominator. In the use of any apportionment formula, where the denominator of a factor is zero, 
such factor must be eliminated entirely and the average then computed from the remijining factor or 
factors. 

Authority: T.CA §§67-1-1 02{a)-and 67-4-B-I-+2012. Administrative History: Original rule certified June 7, 1974. 
Repealed and refiled July 22, 1977; effective August 22, 1977. Amendment filed November 6, 1984; effective 
Decem ber 6, 1984. 

1320-06-01-.31 Payroll Factor,.= Compensation Paid In This State. 

(1) Compensation is paid in this state if anyone of the following tests, applied consecutively, are met: 

(a) The employee's service is performed entirely within the state. 

(b) The employee's service is performed both within and without the state, but the service performed 
without the state is incidental to the employee's service within the state. The WG4;word 
"incidental" means any service which is temporary or transitory in nature, or which is rendered in 
connection with an isolated transaction. 

(c) If the employee's services are performed both within and without this state, the employee's 
compensation will be attributed to this state: 

1. if the employee's base of operations is in this state; or 

2. if there is no base of operations in any state in which some part of the service is performed, 
but the place from which the service is directed or controlled is in this state; or 

3. if the base of the operations or the place from which the service is directed or controlled is not 
in any state in which some part of the service is performed but the employee's residence is in 
this state. 

(2) The term "base of operations" is the place of more or less permanent nature from which the employee 
starts his work and to which he customarily returns in order to receive instructions from the taxpayer or 
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communications from his customers or other persons or to replenish stock or other materials, repair 
equipment, or perform any other functions necessary to the exercise of his trade or profession at some 
other point or pOints. The term "place from which the service is directed or controlled" refers to the place 
from which the power to direct or control is exercised by the taxpayer. 

Authority: T.C.A. §§§67-101(2).1-102 and 67-4-2012. Administrative History: Original rule certified June 7,1974. 
Repealed and refiled July 22, 1977; effective August 22, 1977. 

1320-06-01-.32 Sales Factor. 

(1) In General. 

(a) T.CA §67-4-804(a)(6}2004 defines the term "sales" to mean all gross receipts of the taxpayer 
not allocated under §67-4-iU02011. Thus, for the purposes of the sales factor of the 
apportionment formula, the term "sales" means all gross receipts derived by the taxpayer from 
transactions and activity in the regular course of its trado orproducing business earnings. The 
following are rules for determining "sales" in various situations: 

1. In the case of a taxpayer engaged in manufacturing and selling or purchasing and reselling 
goods -or products, "sales" includes all gross receipts from the sales of such goods or 
products (or other property of a kind which would properly be included in the inventory of 
the taxpayer if on hand at the close of the tax period) held by the taxpayer primarily for sale 
to customers in the ordinary comse of its trado or business., Gross receipts for this purpose 
means gross sales, less returns and allowances, and includes all interest income, service 
charges, carrying charges, or time-price differential charges incidental to such sales. 
Federal and state excise taxes (including sales taxes) shall be included as part of such 
receipts if such taxes are passed on to the buyer or included as part of the selling price of 
the product. 

2. In the case of cost plus fixed fee contracts, such as the operation of a government-owned 
plant for a fee, "sales" include the entire reimbursed cost., plus the fee. 

3. In the case of a taxpayer engaged in providing services, such as the operation of an 
advertising agency, or the performance of equipment service contract, research and 
development contracts, "sales" includes the gross receipts from the performance of such 
services including fees, commissionso, and similar items. 

4. In the case of a taxpayer engaged in renting real or tangible property, "sales" includes the 
gross receipts from the rental, lease, or licensing the use of the property. 

5. In the case of a taxpayer engaged in the sale, assignment, or licensing of intangible 
personal property such as patents and copyrights, "sales" includes the gross receipts 
therefrom. 

6. If a taxpayer derives receipts from the sale of equipment used in its business, such receipts 
constitute "sales." For example, a truck express company owns a fleet of trucks and sells 
its trucks under a regular replacement program. The gross receipts from the sales of the 
trucks are included in the sales factor. 

(b) In some cases certain gross receipts should be disregarded in determining the sales factor in 
order that the apportionment formula will operate fairly to apportion to this state the business 
earnings of the taxpayer's trade or business. For example, where substantial amounts of gross 
receipts arise from the sale of fixed assets used in the trade or business, such as the sale of a 
factory or plant, gross receipts will be excluded from the sales factor. In order to give proper 
recognition to the apportionment of business earnings (loss) in such instances, the net gain 
arising from the transaction or activity will be included in the sales factor. 

(c) In filing returns witR-tRi&-&lale,.+f thelaxpayer departs-from or m-otIlf.les-the baSis for excluding or 
iA-Gluding gross reoeipts in the salos faotor used in-rmurns fer prior year, tho taxpayer shall 
disoloso in the return for the ourrent yoar tFlB-nature and extent 01 tho modification. (2) Sales 
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Factof: Denominator. Tho donomiRator of the sal08 factor shall inolude the total gross receipts 
derived by the taxpayer from traASaGlions and activity in the fegulaf course of its trade or 
OOsiness. (3) Sales Faotof: Numorator. The numerator of tho saie&-fa8tor shall include the gross 
fecoipts attributable to this state and derived by the taxpayol'from transactions and activity in the 
regular course of its trade Of business. All interest inoomo, servioe charges, carrying charges, or 
time pfice di~rges incidental to such-j:jross reoeipts shall be included regardless of the 
plaGs-whefe tho acoounting records are maintained or the location of the contract or other 
eviGBnce of indebtedn~ss. 

(2) Zero Denominator. In the use of any apportionment formula, where the denominator of a factor is zero, 
such factor must be eliminated entirely and the average then computed from the remaining factor or 
factors. 

Authority: T.e.A. §§67-1-1 02W, 67-4-8942004, and 67-4-&W2011. Administrative History: Original rule certified 
June 7, 1974. Repealed and refiled July 22, 1977; effective August 22, 1977. Amendment filed November 6, 
1984; effective December 6, 1984. 

1320-06-01-.33 Sales Factor-=Sales of Tangible Personal Property. 

(1) Sales OfTangible Personal Property Are In This State. 

(a) Gross receipts from the sales of tangible personal property (except sales to the United States 
Government; see Rule 1320-€l406-01-.33(2)) are in this state if the property is delivered or 
shipped to a purchaser within this state regardless of the I.o.b. point or other conditions of sale. 

(b) Property shall be deemed to be delivered or shipped to a purchaser within this state if the 
recipient is located in this state, even though the property is ordered from outside this state. 

Example: The taxpayer, with inventory in State A, sold $100,000 of its products to a purchaser 
having branch stores in several states including this state. The order for the purchase was placed 
by the purchaser's central purchasing department located in State B. $25,000 of the purchase 
order was shipped directly to purchaser's branch store in this state. The branch store in this state 
is the "purchaser within this state" with respect to $25,000 of the taxpayer's sales. 

(c) Property is delivered or shipped to a purchaser within this state if the shipment terminates in this 
state, even though the property is subsequently transferred by the purchaser to another state. 

Example: The taxpayer makes a sale to a purchaser who maintains a central warehouse in this 
state at which all merchandise purchases are received. The purchaser reships the goods to its 
branch stores in other states for sale. All of taxpayer's products shipped to the purchaser's 
warehouse in this state isare property "delivered or shipped to a purchaser within this state". 

(d) The term "purchaser within this state" shall include the ultimate recipient of the property if the 
taxpayer in this state, at the designation of the purchaser, delivers to or has the property shipped 
to the ultimate recipient within this state. 

Example: A taxpayer in this state sold merchandise to a ~purchaser in State A. Taxpayer 
directed the manufacturer or supplier of the merchandise in State B to ship the merchandise to 
the purchaser's customer in this state pursuant to purchaser's instructions. The sale by the 
taxpayer is "in this state". 

1.§L(e1--When property being shipped by a seller from the state of origin to a consignee in another 
state is diverted while enJoute to a purchaser in this state, the sales are in this state. 

Example: The taxpayer, a produce grower in State A, begins shipment of perishable produce to 
the purchaser's place of business in State B. While enJoute the produce is diverted to the 
purchaser's place of business in this state i~where &tate-the taxpayer is subject to tax. The 
sale by the taxpayer is attributed to this state. 
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(2) Sales Factor'.:: Sales of Tangible Personal Property; to United States Government in this State. Gross 
receipts from the sales of tangible personal property to the United States Government are in this state if 
the property is shipped from an office, store, warehouse, factory, or other place of storage in this state. 
For the purposes of this regUlation, only sales for which the United States Government makes direct 
payment to the seller pursuant to the ~terms of a contract constitute sales to the United States 
Government. Thus, as a general rule, sales by a subcontractor to the prime contractor, the party to the 
contract with the United States Government, do not constitute sales to the United States Government. 
However, sales made to a prime contractor will be considered sales to the United States Government 
where the prime contractor is authorized to act as agent for the United States Government and for this 
reason OOy-qualifies to purchase..QD.ly under Federal Supply Contracts entered into between the taxpayer 
and the United States Government. 

Example w.L A Taxpayer contracts with General Services Administration to deliver X number of trucks 
which were paid for by the United States Government. The sale is a sale to the United States 
Government. 

Example fGt;2: The taxpayer as a subcontractor to a prime contractor with the National Aeronautics and 
Space Administration contracts to build a component of a rocket for $1 ,000,000. The sale by the 
subcontractor to the prime contractor is not a sale to the United States Government. 

Authority: T.C.A. §§67-1-1 02Ja-}-and 67-4--&l-J.2012. Administrative History: Original rule filed July 22, 1977; 
effective August 22, 1977. Amendment filed November 6, 1984; effective December 6, 1984. 

1320-06-01-.34 Sales Factor: Sal08 Other Than-Sale&- Qualified Mem ber of 01 Tangib!e Persona! ,Property in 
this St3toa Qualified Group. 

(1) In General,~ T.C.A. §67-4-811 (i) proviciB&2012(j) states that for lfle-iFlGiw;iOfl-IDany qualified member of a 
qualified group, the numerator of the sales factor of grossequals the receipts from tranBactions othor than 
?Jl..sales of tangible personal property ~nsaGtions wiifl-lilB-Yfliteci Stat08 Governrnent); under 
this soctioFl-§+tlSs roceipts are attributed to this state ifTennessee under the sourcing rules for tangible 
personal property plus the arithmetical average of receipts from all sales other than sales of tangible 
personal property that are in Tennessee as determined under (1) market-based sourcing, and (2) where 
the earnings producing activity which gave riso to tho rocGipts is performed wRo1ly-within this stato. Also, 
gross recoipts are attributed to this stato if, with respect to a particular item of income, tho oarniAg& 
preducin9 activ~eHofrne4-witftin--aA4-without this state but the(a) in this state oclQ) both in and 
outside of Tennessee and a greater proportion of the earnings:producing activity is performed in 
t4isTennessee than any other state, based on oos1&cost of performance. 

(2) Earnings Producing Activity; Defined. The term "earnings producing activity" applies to each separate 
item of income and means the transactions and activity directly engaged in by the taxpayer in the regular 
course of its trade or business for the ultimate purpose of obtaining gains or profit. Such activity does not 
include transactions and activities performed on behalf of a taxpayer, such as those conducted on its 
behalf by an independent contractor. Accordingly, the earnings producing activity includes but is not 
lim ited to the following: 

(a) The rendering of personal services by employees or the utilization of tangible and intangible property 
by the taxpayer in perform ing a service. 

(b) The sale, rental, leasing, or licensing or other use of real property. 

(c) The rental, leasing, licensing or other use of tangible personal property. 

(d) The sale, licensing or other use of intangible personal property. The mere holding of intangible 
personal property is not, of itself, an earnings producing activity. 

(3) Costs of Performance; Defined. The term "costs of performance" means direct costs determined in a 
manner consistent with generally accepted accounting prinCiples and in accordance with accepted 
conditions or practices in the trade or business of the taxpayer. 

(4) Applicatiofl 
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(a) In General. Receipts (other than from sales of tangible personal property) in respect to a 
particular earnings produoing aotivity are in this state if: 

1. the earnings producing aotivity is perfo~A-lAjs state; or 

2. the earnings producing activity is porformed both in and outside this state and a greater 
proportion of the earnings producing aotivity is performed in this state than in any otAef 
state, based on costs of performanoe. 

(b) Special Relies. The following are special rules for determining when rooeipts f~arnings 
produoing aotivities described balow are in this state: 

1. Gross reoeipts from the sale, loaso, rental or licensing of real property are ir1-tJo1is state if the 
roal prop8fty-i& locateci in this stato. 

2. Gross roceipts from tho rental, lease or liGeABjng af taf}gible personal property are in this 
state if the property is locatod in this-Btate. Tho rental, loase, licensing or ottlBr-6iBB-el 
tangible personal property in this slate-is a separato earnings producing activi\)Lfrom the 
fOntal, lease. licensing or other use of tho same ~cated in another state; 
consequently, if property is within and without this state during the rental, lease or licensing 
peOOd, gross receipts attributable to this state shall be moasurod-by tho ratio which tll0 timo 
t~physiGally preso~CIS8(j in this stato boars tG-'the total time or use of 
tho property overywhere during such porio4c 

E)<ample: Taxpayer is the owner of 10 railroad cars. During the yoar, the total of the-da)is 
each railroad ~ presont in this state-wa&-W days. Tho receipts attributable to the uso 
of each of the railroad cars in this state are a s8parat&-itom of income and shall be 
ootemHned as follows;. 

(10 X 50 500) X Total Receipts Rocoipts Attributable ill this State 
~o 

~. Gross reoeipts fof-ttle performance-Gf-pefSonal services are altoolliablB-io-this state io-lho 
oxt&rltsuGh servicos are performod-iR-fhis state. If serviGe&-folating ~ 
irlBorfie are performed partly within and partly-without this state, tho gross receipts for tho 
porformance MtlGft-servioos sha~f-Be--attfffiutable to this stats only if a greater portion of tho 
~erfoffilOd in this stato, based on costs of perform an co. Usually where 
servioes are performed partly within and partly and partly without this state, the services 
performed in each st~te-wilkonstitute a separate earnill§&-producing aotMlyi-in such caso 
the gross receipts for the performance of sorvices attributable to this state sha1l-f>e 
measured by th&+atto-which the time spent in performing such servioos in this stato bears to 
the total timo spont in pefferming such services everywhere. Time spent in pe.rforming 
services includes tho amGlffit-Gf the time expended in the performance of a oontract or other 
obligation whioh giv~s rise to such gross rooei;dts. Personal service not directly connecteci 
with the performance of the contract, or other obligation, as for example, time expended in 
negotiating the contract, is excluded from the computation. 

~~);-TaJ<f>ayer, a road sOOw, gave theatrical performancos at various locatiornr4B 
State X and in this state during the tax period. All gross receipts from performances given in 
this staio-are attributed to*l1is state. 

~if;.-The-taxpayor, a public opinion .stlfvey corporation, oonducted a poll by-its 
8ffiF>loyees in State X and in~hi&-Btate for the sum of-$9,OOlh The project required 600-.maB
hot!rs to obtain-th&basio data and prepare the survey report. Two hundred of the-€00-maFr 
hoors were expended in this state. The receipts attributablo to this state are $3.()QG., 

~an hours X $9,000) 
600 man h06!fG 
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Authority: T.CA §§67-1-102jaj.-and 67-4-8++2012. Administrative History: Original rule filed July 22,1977; 
effective August 22, 1977. Amendment filed November 6, 1984; effective December 6, 1984. 

1320-06-01-.35 Special RCIlesVariances. 

(1) In General_ 

(a)-T.C.A. §§67-~-2112 and 67-4-1>-1-22014 provide that if the allocation and apportionment provisions 
do not fairly represent the extent of the taxpayer's business activity in this state, the taxpayer may petition 
for or the Commissioner of Revenue may require, in respect to all or any part of the taxpayer's business 
activity, if reasonable: 

-1--M Separate accounting; 

~M The exclusion of anyone or more of the factors; 

J-{gl The inclusion of one or more additional factors which will fairly represent the taxpayer's 
business activity in this state; or 

4-@ The employment of any other method to effectuate an equitable allocation and 
apportionment of the taxpayer's capital and net earnings for purposes of computing franchise and 
excise taxes. §§67-4-9++2112 and 67-4-i>+22014 permit a departure from the allocation and 
apportionment provisions only in limited and specific cases. §§67-+1-9++2112 and 67-4-i>+22014 
may be invoked only in specific cases where unusual fact situations (which ordinarily will be 
unique and nonrecurring) produce incongruous results under the apportionment and allocation 
provisions contained in the Franchise and Excise Tax Laws. 

(s2)As provided by law, the Commissioner-of Rovonue is given authority to require combined reports covering 
members of an affiliated group of corporations. In the event of inter-company activity in the manufacture, 
production or sales of products, the Commissioner may require a combined report if such is necessary to 
obtain an equitable and appropriate result. 

(G~)Application for relief must be addressed to the Commissioner of Revenue with the filing of a petition, in 
writing, setting forth the reasons why application of the statutory allocation and apportionment provisions 
do not fairly represent the extent of the taxpayer's business activity in this state. It must be shown by ciear 
and cogent evidence that peculiar or unusual circumstances exist which would cause application of the 
said statutory provisions to work a hardship or injustice. Such application must also include a proposed 
alternative method of allocation or apportionment to be used by the corporation, and be submitted by the 
taxpayer on or before the statutory due date of the return. In the event that a variation from the statutory 
provisions is adopted, then such method shall continue in effect so long as the circumstances justifying 
the variation remain substantially unchanged. It shall be the duty of the taxpayer to furnish each 
subsequent year such information with the filing of its return as will establish the fact that the 
circumstances remain substantially unchanged. 

(2) Property Faotor-.+Re-lGilGwiAg special rates are established in rospOGl-to the property faotor of too 
appgrtionm en! fOrmtf~ 

(a) If the subrents tal<en into account ifl.4etem"lining the net annual rental rate under rule 1320 6 1-
.28(2)(b) produco a negative or clearly inaccura1e value for any item 01 proporty,aflother motood 
which will properly refloct tho value of renled property may be required by-the Commissiofl9i'-O'l 
Revenue or requested by the taxpayer. In no case, howovor, shall such value be less than an 
amount which boars the same ratio to the armual ren~1e-flaid by the taxpayer for such 
"ropert\, as tho lair marl<ot value of tha1 portion of the propert)'-'dBod by tho ta)(payer bears to \R& 
letallair marl<ot value of tho renled property. 

~~The taxpayer rents a 10 story building at an annual rental rate of $1,000,000. Taxpayer 
9GGt!fies two stories and sublets oight stories lor $1,000,000 a yoar. :r~l-armual rental rate of 
the t3l(payer must be loss than tWG--tenths of the taxpayer's annual rental rato{or tho entire year, 
or $200,000. (0) If property o'Nnod by-others is b!BBG by the taxpayer a~ charge or rented by the 
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~Rai-faie, the net annual rental rate fOHWCh property-sAall be determined-<m 
the basis of a reasonable market rental rate fer such property, 

(3) Apportionment Of Common Carriers' Earnings, In, lieu of the statutory three (3) fact~ 
~rty, payroll and sa108, ta)(payers whoso principal business in this state is that of a commOFf 
carrier of persons or property for hiro are required to apportion their earnings under the provisions of 
T,c'A, §67 4 1114, Speoifio two (2) factor formulas are-j:}J'O¥iGod for railroads, motor carriers anG 
pipelines which basicaily-Borlsist of a factor of gross reooipts ~OfaliBn8 en business beginning 
and ending in~#~ng through any othor state as compared to total gross 
feGeiJ*s-from suoh operati~llis state and a factor of mileage (rai~ 
~~d operated and leased and operated in this stato as compared with the total o!~ 
mileage within and withsttl-ffiis state, Taxpayers engaged in transporting passengers and property by 
both rail and motor are subjoct to a one (1) factor jorm~la consisting of a GomNrlatiOf1-o.f-tho mileage 
factors provided for railroads and motor carriers in §57 4 614, Reference sho~ld be made ~ 
814 for speGi~llo-appGrti0nment factors, and the term "tolal mileage" as applied to 
commen carriers shall be taken to moan franchise milos as provided by Iawc 

(4) II,pportieflffiBAt Of Ins~ranGe Companies' Earnings, A8i*lvided by §€l7 4 816 Tonnessee insuram;e 
companios-sllall pay the excise tax on net earnings preportioned to premi~ms oo-policios on porsons 
~peWfin this stato, 

(5) Zero Denominator, In the use of any apportionment fOfl1'}bfla,-l'l'here the donominator4-a-iactor is ~ 
SUGh faclor must be eliminated entirety and the aver<lge-lhBft-computed from the re-miFf§j-faGt_ 
factors, 

Authority: T,CA §§67-1-102\aj, 67 4905,67-4-2012,67-4-2013,67-4-2014, and 67-4-811,674812,674811, 
671815, 674 816, ang 674 9142111, Administrative History: Original rulo filed July 22, 1977; effective August 
22, 1977, Amendment filed November 6, 1984; offective December 6, 1984, 

1320-06-01-,38 Constructing or Improving Real Property -- Specialll,pportionmeni Rules, 

(1) In Goneral CGrporations engaged in tho business of COHBtruBtiflg or improving reeM-prGflow,' for others 
shall report earnings as sot out heroin, Earnings from construction contracts t>ogun prior to Jilly-1-&, 
1986, shall be fOPOrted- on a separate accounting basis as provided at parag~,(2t.~jRj}s-ffom 
~traots begun on or after July +-5,-1986, shall be reported on an apportionment basis as 
provided at paragraph (3), Business earni~'R-WnstHJBtiGn contracts for TennesGBO shall be tho 
wm-~net earningo-Balo6!latod-bJ.Rder paragraphs +2) and (3) of this rule, 

(2) Separate II,OGO\ffiliH§- Tho provisionB-Gf-1llis paragraph sha~-apply only to tho construction or 
improvomont of roal property begun prior to July 15, 198€h 

(a) In lhe event a corporation has aotive in the tax year constrUBti<m contracts begoo-pRG1'-tG-Jtlly-+!>, 
1986 and also constr~ct~O§tIl1 after that date, ovoFllBad-must be prorated, 
Overhead expansos for tho ta)( year shall be prorated to contracts begun prior to J~ly =k'i,-+98S-By 
the ratio of tho sum of direct coABtrtlBtiGFH;O&t&-inGurrod in tho tax year for jobs began prior 10 July 
15, 1986 as to tho sum ol-direot G~ costs inourred in th&tax year for all contract&, 
Overhoad expense a"k!ifect constr~otion costs jor this purposo are as defined in subparagraph 
(b), The overhead m(pOASe-l~n apportioned in as providedifl-Bubparagraph (b~ 

(b) Corporations engaged in tho business of oonstructing or improvif1§--reB~porty for others and 
required to report earnings on a separate aCGOu"ting basis as proviGed by Sec1iGft-€+4-8+5-wi4 
3pIdGflion overhead expensos to Tennessee-jOOs by a ratio of the sum of certain difeGl 
constr~ctiGFH;osts in TonnoG~~he-&bfI11-'total of suoh direct construction CGS~ 
Overhead expenses for this p~rposo are defined as all expenses (general, admiHiBirative, etc,) 
iAGurrod during the fiscal year that cannot be applied directly to the job, Direci-GOO8lrt!Gti<mwst& 
J.or-tt\+s-pu.FpGSo-sllaifW-lim ited to tho foIj~ 

1, Payrolklirectly incurred on the job, 

2, Materials direGtly-iAcYfr04 on the j09,-AAG 
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~tracts directly inGurrecl-oo-l~ 

Once the direct construction costs percentage is obtained on oach job in progress or completed 
during tho year, tho percontages are then applied individually kHffia1-91/~xpensos incurred 
during the period, and the sum oWlle amounts so computed is tho ovorhoad-\o-i}e.-chaf§B4 
Corporations reporting earnings on a completed contract basis will compute overhead in tho 
aOOve-ffianner except tho amount computed for each separate period a job is in progress wi11-be 
delei+ed-HntH-me job is complete. Then the sum of~tlnts computed for ~I 
the contract witt bo the total overhead deductible iR-the determination of taxablo earnings. Other 
incoma rolated to cons1+uction operations which cannot be diroGtly-atloGatod~-&tat8 wil! be 
appGrtioRed-to Tennossoe jobs in the above mann~r. 

(0) In the event a oorporation is not engaged 8)wlusively in the businoss of constructinfJ-&r-~ 
feal property for others but is engaged in other business activities, such as manufaoturing and/0f 
soiling, 90th in Tonnessee and elsowhere, tho taxable earnings from such other aotivitios 
oonducted iMhe stato will bo derived from the use of-lho apporti_oo~ 
Seotion @7 4 g11 (a). There must be a separation of al1-GenlfaBiiAfj activities from all-etf\B.f 
business aotivities as to income, cost and expenses, and the sum of tho not earnings derived 
from separate accounting and apportionmen1-wiil be tho taxable earnings subject to-mB-B*GiBB 
tax. Where items of property, incom~o direclly alleGaisd-eithor to Gom~ 
_to other businoss activities, such il&ms will 00 apportioned on tho basis of gross-salos or gross 
receipts of the ono business activity asl&tho sum of salos and gross-reoeipts of all businoss 
activitios. 

(d) Corporations engaged-ffi-t~J-ooo.siructing or improving roal property for others both in 
Tennessoe and elsewhero are fOEflJired to use tho formula pro¥idod by Soction 671 910(a) for 
tho purpose o!-afportioning capital stock. surplus-and undivided profits subject to the franchise 
tal?o 

(0) Special forR%--~rovidod for computation o~~RS-0f-sBparate aGGountingo 
Taxpayers using separaie--aGGGooting mus~oir franchise 8)(Ci80 t3)( returns a sepmato 
accounting income statoment-fBl'-Tonnessee whereirHJirect Tonnessoe-jobs and all overhead 
~oated to Tennessee jobs by tho ratio of direct construction Gosts in Tennessoe 
to direct oonstrUG~o~plicab!e supporting sohecMO&,-BtlBll as schedules of 
O'Jorhead expenses, direot Tennessee oonstruotion oosts, and tho direct construction oost ratio 
must accompany tho franchise tax rottlffi-Whon separato-BGGOunting is used. In oases whore tho 
completed contraot method is usod, schedules of diroo1-oon.str-uGtion costs on contracts-m 
progress and overhead Ol(pOnSes allocated to Tonne.ssee for that yoar by- the diroct.wfl-stfcIGtioo 
cost ratio must acoom"pany each return filed while Tennessee jobs are--iR--progress eve~ 
such costs and expenses are deferrod tlffifi-tflo-GGntract is completed. Such deferrod costs and 
expenses shall be summarized on schedules accompanying the return filed for the poriod-ffi 
wilich tho contract is comploted.-lf-l~ion is engaged in constructing or improviRj3-+eal 
property foF-Others, and is also engaged in other Business activities both in Tennessee and 
olsowhoro, separate inoome statements for each activity must accompany the franchise excise 
tm?-return and supporting schedules must show-how each item of income and expense was 
allooated to each type of business. The inoome statement for con&truction activities musHheR--90 
brokon down into the required Tennessee separate accounting income staterTlOflh 

(3) ,i\pportionmont Tho provisioo&-el-#iis paragraph shall apply only to-tho construction or improvement 
~~orafterJuly1~ 

(a) In Genoral. TmEpayers having-oarnings Irem--eontracts for the construotion or-improvomont ot-+eal 
property shall determine net earnings from such activity pursuant to this rule. Under T.CA §67 4 
804, it must be determined wBiGh portion of the t"*Pf!¥8f'&-flo~Of1Btitutes "business 
earnings" and which portion-BOnBiitutes "noflSusinesG earniflgs." Nonbusiness oar~ 
subjoct to alioGatfoA-tJOOor-T.C.A. §67 4 810. Business oarnings are apportioned to Tennessee 
pursuant to the property, payroll" and sales apportionment factors set forth in T.CA §67-4-~ 
addition, tho following special rules shall be applica\}!e-in detormining and apportioning earnings 
from construction contracts. 
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(b) Business Earnings. The a~e-inoluded in tho tax year as business earnings from oach 
~0n oontraot shall be tho same as that re portec\.-f0Hsd oral tax purposes f0HRB 
oorresponding tax year. 

~Gtors. Earnings from construction G0ffifaGts begun on or after July 15. 1986 must be 
apportioood to Tennessoe pursuant-lo-the2012. Property, payroll and sales apportionment factors sot forth in 
T.G.!\. 367 4 g11. Property, payroll and sales attributable to oonstruction contraots begun prior to J~ 15, 1996 
shall not be includable in tho apportionment formula. Property, payroll" and sales apportionment factors for the 
apportionment of income from construction contracts shall be determined as follows: 

i1~1 Property Factor. In general, the numerator and denominator of the property factor shall be determined 
as set forth in T.C.A. §67-4-8++£012(b), (c) and (d), and Rules 1320-9406-01-.27 through .29, 
inclusive. However~" the following special rules are also applicable. 

(ig) Rents paid for the use of equipment are included in the property factor at eight times the net 
annual rental rate even though such rental expense may be capitalized into the costs of 
construction. 

(412) "Rents paid" shall include rent expense in the income year for which it is deductible under the 
taxpayer's method of accounting for federal income tax purposes. 

(4i£) Rent expense which is capitalized to a particular construction project shall be attributed to 
the state in which the construction project is located. 

{2~1 Payroll Factor. In general, the numerator and denominator of the payroll factor shall be determined as 
set forth in T.CA §67-4-8++2012 (e) and (f) and rules 1320-9406·01-.30 and .31. However the 
following special rules are also applicable. 

(ig) Compensation paid l2..employees which is attributable to a particular construction project is 
included in the payroll factor even though capitalized into the costs of construction. 

(412) The payroll factor is computed by including compensation in the income year for which it is 
deductible under the taxpayer's method of accounting for federal income tax purposes. 

(jjj£) Compensation paid to employees which is capitalized to a particular construction project 
shall be attributed to the state in which the construction project is located. 

{3-1 Sales Factor. In general, the numerator and denominator of the sales factor shall be determined as 
set forth in T.G.A. §67-4-8++2012(g), (h) and (i}aRt!1 Rules 1320-9406-01-.32 through .34, 
inclusive~. and Rule 1320-06-01-.42. However, the following special rules are also applicable: 

(ig) The sales factor is computed by including gross receipts in the income year for which it is 
includable under the taxpayer's method of accounting for federal income tax purposes. 

(ii!2) Gross receipts derived from the performance of a contract are attributable to Tennessee if the 
construction project is located in Tennessee. If the construction project is located partly within and 
partly without Tennessee, the gross receipts, payroll and property factors attributable to 
Tennessee are based upon the ratio which construction costs for the project in Tennessee bear 
to the total of construction ~costs for the entire project or any other method, such as 
engineering cost estimates, which will provide a reasonable apportionment. 

Authority: T.GA §§67-1-1 02-aRe'" 67-+1-&1-+2012. Administrative History: Original rule filed March 9, 1990; 
effective April 23, 1990. 

New 

1320-06-01-.40 Disregarded Entities. 

(1) Disregarded Limited Liability Companies. A limited liability company is disregarded for franchise and 
excise tax purposes only if it is disregarded for federal income tax purposes and its single member is 
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classified as a corporation for federal income tax purposes. If a limited liability company does not meet 
both of these requirements, it will be treated separately for franchise and excise tax purposes and must 
file its own separate franchise and excise tax return. 

(2) Other Federally Disregarded Entities, Only a limited liability company meeting the requirements of (1) will 
be disregarded for franchise and excise tax purposes. All other taxpayers subject to the franchise or 
excise tax will be treated separately. regardless of whether they are otherwise disregarded for federal 
income tax purposes. 

(3) Tiered Ownership of Limited Liability Companies. To determine whether a limited liability company is 
disregarded for franchise and excise tax purposes when it is only indirectly owned by a corporation. the 
analysis must take a "top down" approach and begin with the corporation and all directly-owned entities 
that directly or indirectly own the limited liability company. 

Example 1: Corporation X is the single member of LLC1. LLC1 is the single member of LLC2. Corporation 
X is classified as a corporation for federal income tax purposes. Both LLC1 and LLC2 are disregarded for 
federal income tax purposes. LLC1 is disregarded for franchise and excise tax purposes to Corporation X. 
As a disregarded entity, LLC1 is treated as a division of Corporation X and not as a separate entity. As a 
result. the ownership interest held by LLC1 in LLC2 is treated as owned directly by Corporation X. LLC2 
is disregarded for franchise and excise tax purposes to Corporation X because its single member for tax 
purposes is Corporation X, a corporation. 

Example 2: Corporation X is the single member of LLC1 and LLC2, each of which has a 50% ownership 
interest in LLC3. Corporation X is classified as a corporation for federal income tax purposes. LLC1, 
LLC2, and LLC3 are each disregarded for federal income tax purposes. LLC1 and LLC2 are each 
disregarded for franchise and excise tax purposes to Corporation X. As disregarded entities, LLC1 and 
LLC2 are each treated as a division of Corporation X and not as separate entities. As a result. tile 
ownership interests held by LLC1 and LLC2 in LLC3 are treated as owned directly by Corporation X. 
LLC3 is disregarded to Corporation X for franchise and excise tax purposes because Corporation X is. 
treated as its single member. 

(4) Not-For· Profit Subsidiaries. Except as provided in T.CA §§67-4-2007 and -2105, a not-for-profit entity is 
generally exempt from franchise and excise taxes. TCA §67-4-2004 defines a "not-for-profit" entity as 
"any person described .llL~401, §408, §408A, §409, §501, §526, §527, §528, §529 or §530 of the Internal 
Revenue Code, codified in 26 U.S.C. §401, §408, §408A, §409, §501, §526, §527, §528, §529 or §530." 
11 a taxpayer is disregarded. for federal income tax purposes to an entity meeting the definition of a not-for
profil, the taxpayer also meets the definition of a not-far-profit and is exempt from franchise and excise 
taxes to the extent provided by T.C.A. §§67-4-2007 and -2105, regardless of whether the taxpayer is 
treated as a separate or disregarded entity for franchise and excise tax purposes. 

Authority: T.C.A. §§67 -1-102, 67-4-2004, 67-4-2007, 67-4-2105, 67-4-2106, and 48-249-1003. 

1320-06-01-.41 Series Limited Liability Companies. 

(1) The Tennessee Revised Limited Liability Company Act. T.CA 0§48-249-101 et. seq., generally permits 
the establishment of one or more deSignated "series" within a limited liability company, commonly referred 
to as the "Master LLC." The Master LLC and each series is treated as a separate entity and must 
determine its tax classification as though it were a separate limited liability company. The Master LLC and 
each series will generally be classified as a corporation, partnership, or other type of business entity. 
consistent with the way it is classified for federal income tax purposes. A Master LLC or a series that is 
wholly owned by a corporation and that is disregarded for federal income tax purposes will be 
disregarded for franchise and excise tax purposes. All other federally disregarded Master LLCs or series 
are treated as separate entities for franchise and excise tax purposes. 

(2) A Master LLC and each series doing business in and having substantial nexus with Tennessee must 
separately register with the department and set up separate tax accounts. A series must provide on its 
application for franchise, excise tax registration information about the Master LLC under whose 
organization documents the series was authorized. 
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(3) Unless a series is classified as a disregarded entity for franchise and excise tax purposes, each series 
must file a separate tax return. The Master LLC must also file a separate retum unless disregarded. The 
Master LLC and each series will be treated as separate entities for purposes of assessments, refunds 
and taxpayer remedies, unless disregarded. 

(4) The Master LLC and each series must apply separately to qualify for any applicable franchise and excise 
tax exemption. On any application for exemption, the series should state that it is a limited liability 
company. Because each series is treated as a separate entity under state law, only that series' activities, 
income, and other attributes will be considered in any applicable exemption determination. 

(5) If a series terminates its existence, it must obtain a separate tax clearance. 

Authority: T:CA §§67+102(a), 67-4-2004, 67-4-2007, 67-4-2106, 48-249-101, 48-249-309. and 48-249-1003. 

1320-06-01-.42 Sales Factor - Sales Other than Sales of Tangible Personal Property in this State. 

(1) General Rules. 

(a) Market-Based Sourcing. Sales, other than sales of tangible personal property, are in Tennessee if 
and to the extent that the taxpayer's market for the sales is in Tennessee. In general, the 
provisions in this section establish uniform rules for (1) determining whether and to what extent 
the market for a sale other than the sale of tangible personal property is in Tennessee, (2) 
reasonably approximating the state or states of assignment where such state or states cannot be 
determined, and (3) excluding the sale where the state or states of assignment cannot be 
determined or reasonably approximated. 

illl....Q]Jtline of topics. The provisions in this regulation are organized as follows. 

ill General Rules. 

(a) Market-Based Sourcing 
(b) Outline of Topics 
(c) Definitions 
(d) General Principles of Application; Contempolaneous Record 
(e) Rules of Reasonable Approximation 
(I) Exclusion of Sales from the Sales Factor 

(2) Sale, Rental, Lease or License of Real Property. 

(3) Rental, Lease or License of Tangible Personal Property. 

(4) Sale of a Service. 

(a) General Rule 
(b) In-Person Services 
(c) Services Delivered to the Customer or on Behalf of the Customer, or Delivered 

Electronically Through the Customer 
(d) Professional Services 
(e) Broadcast Advertising 

(5) License or Lease_of Intangible Property" 

(a) General Rules 
(b) License of a Marketing Intangible 
(c) License of a Production Intangible 
(d) License of a Broadcasting Intangible 
(e) License of Mixed Intangible 
(f) License of Intangible Property where Substance of the Transaction Resembles a 

Sale of Goods or Services 
(9) Exam pies 
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(6) Sale of Intangible Property. 

(a) Assignment of Sales 
(b) Exam pies 

(7) Special Rules. 

(a) Software Transactions 
(b) Sales or Licenses of Digital Goods and Services 
(c) Enforcement of Legal Rights 

(c) Definitions. For the purposes of this regulation the following terms have the following meanings. 

j. "Billing address" means the location indicated in the books and records of the taxpayer a~ 
the primary mailing address relating to a customer's account as of the time of the 
transaction as kept in good faith in the normal course of business and not for tax 
avoidance purposes. 

2. "Broadcast customer" means a person, corporation, partnership, limited liability company, 
or other entity, such as an advertiser or a platform distribution company, that has a direct 
connection or contractual relationship with the broadcaster under which revenue is 
derived by a broadcaster. 

3. "Broadcaster" means a taxpayer that is a television broadcast network, a cable program 
network, or a television distribution company. The term "broadcaster" does not include a 
platform distribution company. 

4. "Business customer" means a customer that is a business operating in any form, 
including an individual who operates a business through the form of a sole proprietorship. 
Sales to a non'profit organization, to a trust, to the U.S. Government, to any foreign, state 
or local government, or to any agency or instrumentality of such government shall be 
treated as sales to a business customer and shall be assigned consistent with the rules 
that apply to such sales. 

5. "Commercial domicile" means the principal place from which the trade or business of a 
business entity is directed or managed. 

6. "Film programming" means one or more performances, events, or productions (or 
segments of performances, events, or productions) intended to be distributed for visual 
and auditory perception, including but not limited to news, entertainment, sporting events, 
plays, stories, or other literary, commercial, educational, or artistic works. 

7. "Individual customer" means any customer who is not a business customer. 

8. "Place of order," means the physical location from which a customer places an order for a 
sale other than a sale of tangible personal property from a taxpayer, resulting in a 
contract with the taxpayer. 

9. "Platform distribution company" means a cable service provider, a direct broadcast 
satellite system, an Internet content distributor, or any other distributor that directly 
charges viewers for access to any film programming. 

10. "State where a contract of sale is principally managed by the customer," means the 
primary location at which an employee or other representative of a customer serves as 
the primary contact person for the taxpayer with respect to the implementation and day, 
to,day execution of a contract entered into by the taxpayer with the customer. 
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(d) General Principles of Application; Contemporaneous Records. In order to satisfy the 
requirements of this regulation, a taxpayer's assignment of sales of other than tangible personal 
property must be consistent with the following principles: 

1. A taxpayer's application of the rules set forth in this regulation shall be based on obiective 
criteria and shall consider all sources of information reasonably available to the taxpayer 
at the time of its tax filing including, without limitation, the taxpayer's books and records 
kept in the normal course of business. A taxpayer's method of assigning its sales shall be 
determined in good faith, applied in good faith, and applied consistently with respect to 
similar transactions and year to year. A taxpayer shall retain contemporaneous records 
that explain the determination and application of its method of assigning its sales, 
including its underlying assumptions, and shall provide such records to the Commissioner 
of Revenue upon request. 

2. The provisions of Rule 1320-06-01-.42(4)-(7) provide for various assignment rules that 
apply sequentially in a hierarchy. For each sale to which a hierarchical rule applies, a 
taxpayer must make a reasonable effort to apply the primary rule applicable to the sale 
before seeking to apply the next rule in the hierarchy (and must continue to do so with 
each succeeding rule in the hierarchy, where applicable). For example, in some cases, 
the applicable rule first requires a taxpayer to determine the state or states of 
assignment. and where the taxpayer cannot do so, the rule then requires the taxpayer to 
reasonably approximate such state or states. In such cases, the taxpayer must in good 
faith and with reasonable effort attempt to determine the state or states of assignment 
(i.e., apply the primary rule in the hierarchy) before it may reasonably approximate such 
state or states. 

;:L A taxpayer's method of assigning its sales, including the. use of a method of 
?pproximation, where applicable, must reflect an attempt to obtain the most accurate 
assignment of sales consistent with the regulatory standards set forth in this regulation, 
rather than an attempt to lower the taxpayer's tax liability. A method of assignment thati2. 
reasonable for one taxpayer.l!l£lY. not necessarily be reasonable for another taxpayer, 
depending upon the applicable facts. 

(e) Rules of Reasonable Approximation. 

1. In General. In general. the provisions of Rule 1320-06-01-.42(4)-(7) .establish unifonTl 
rules for determining whether and to what extent the market for a sale other than the sale 
of tangible personal property is in Tennessee. The provisions of the regulation also set 
forth rules of reasonable approximation, which apply where the state or states of 
assignment cannot be determined. In some instances, the reasonable approximation 
must be made in accordance with specific rules of approximation prescribed by this 
regulation. See, e.g., Rule 1320-06-01-.42(4)(d) (pertaining to professional services). In 
other cases, the applicable rule in this regulation permits a taxpayer to reasonably 
approximate the state or states of assignment, using a method that reflects an effort to 
approximate the results that would be obtained under the applicable rules or standards 
set forth in this regulation. 

2. Approximation Based Upon Known Sales. In any instance where, applying the applicable 
rules set forth in Rule 1320-06-01-.42(4) (pertaining to sales of services), a taxpayer can 
ascertain the state or states of assignment of a substantial portion of its sales of 
substantially similar services ("assigned sales"), but not all of such sales, and the 
taxpayer reasonably believes, based on all available information, that the geographic 
distribution of some or all of the remainder of such sales generally tracks that of the 
assigned sales, it shall include those sales which it believes track the geographic 
distribution of the assigned sales in its sales factor in the same proportion as its aSSigned 
sales. This rule also applies in the context of licenses and sales of intangible property 
where the substance of the transaction resembles a sale QLgQods or services. See 1320-
06-01-.42(5)(f) and (6)(a)4. 
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(f) Exclusion of Sales from the Sales Factor. In any case in which a taxpayer cannot ascertain the 
state or states to which a sale is to be assigned pursuant to the applicable rules set forth in this 
regulation (including through the use of a method of reasonable approximation, where relevant) 
using a reasonable amount of effort undertaken in good faith, the sale shall be excluded from the 
numerator and the denominator of the taxpayer's sales factor. 

(2) Sale, Rental, Lease or License of Real Property. In the case of a sale, rental, lease or license of real 
property, the sale is in Tennessee if and to the extent that the property is in Tennessee. 

(3) Rental, Lease or License of Tangible Personal Property. In the case of a rental, lease or license of 
tangible personal property, the sale is in Tennessee if and to the extent that the property is in 
Tennessee. If property is mobile property that is located both within and without Tennessee during 
the period of the lease or other contract, the receipts assigned to Tennessee shall be the receipts 
from the contract period multiplied by the fraction used by the taxpayer for property factor purposes 
(as adjusted when necessary to reflect differences between usage during the contract period and 
usage during the taxable year). 

(4) Sale of a Service. 

(a) General Rule. The sale of a service is in Tennessee if and to the extent that the service is 
delivered at a location in Tennessee. In general, the term "delivered" shall be construed to refer to 
the location of the taxpayer's market for the service provided and is not to be construed by 
reference to the location of the property or payroll of the taxpayer as otherwise determined for 
corporate apportionment purposes. The rules to determine the location of the delivery of a service 
in the context of several specific types of service transactions are set forth at Rule 1320-06-01-
.42(4)(b)-(e). 

(b) In-Person Services. 

1. In General. Except as otherwise provided in this subsection, in-person services are 
services that are physically provided in person by the taxpayer, where the customer or 
the customer's real or tangible property upon which the services are performed is in the 
same location as the service provider at the time the services are performed. This rule 
includes situations where the services are provided on behalf of the taxpayer by a third
party contractor, Examples of in-person services include, without limitation, warranty and 
repair services; cleaning services; plumbing services; carpentry; construction contractor 
services; pest control: landscape services; medical and dental services, including medical 
testing and x-rays and mental health care and treatment; child care; hair cutting and 
salon services; live entertainment and athletic performances; and in .. person training or 
lessons. In-person services include services within the description above that are 
performed at (1) a location that is owned or operated by the service provider or (2) a 
location of the customer, including the location of the customer's real or tangible personal 
property. Various professional services, including legal, accounting, financial and 
consulting services, and other such services as described in Rule 1320-06-01-.42(4)(d), 
although they may involve some amount of in-person contact, are not treated as in
person services within the meaning of this section. 

2. Assignment of Sales. Except as otherwise provided in this subsection, where the service 
provided by the taxpayer is an in-person service, the delivery of the service is at the 
location where the service is received. Therefore, the sale is in Tennessee if and to the 
extent the customer receives the in-person service in Tennessee. 

(i) Rule of Determination, In assigning its sales oj in-person services. a taxpayer 
shall first attempt to determine the location where a service is rec.:eived, as 
follows: 

(I) Where the service is performed with respect to the body of an individual 
customer in Tennessee (e.g. hair cutting or x-ray services) or in the 
physical presence of the customer in Tennessee (e.g. live entertainment 
or athletic performances), the service is received in Tennessee. 
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(II) Where the service is performed with respect to the customer's real estate 
in Tennessee or where the service is performed with respect to the 
customer's tangible personal property at the customer's residence or in 
the customer's possession in Tennessee, the service is received in 
Tennessee, 

(III) Where the service is performed with respect to the customer's tangible 
personal property and the tangible personal property is to be shipped or 
delivered to the customer, whether the service is performed in 
Tennessee or outside Tennessee, the service is received in Tennessee if 
such property is shipped or delivered to the customer in Tennessee, 

(ii) Rule of Reasonable Approximation, In any instance in which the state or states 
where a service is actually received cannot be determined, but the taxpayer has 
sufficient information regarding the place of receipt from which it can reasonably 
approximate the state or states where the service is received, the taxpayer shall 
reasonably approximate such state or states, 

(c) Services Delivered to the Customer or on Behalf of the Customer, or Delivered Electronically 
Through the Customer, 

1, In General, Where the service provided by the taxpayer is not an in-person service within 
the meaning of Rule 1320-06-01-A2(4)(b) or a professional service within the meaning of 
Rule 1320-06-01-A2(4)(d) and the service is delivered to or on behalf of the customer, or 
delivered electronically through the customer, the sale is in Tennessee if and to the 
extent that the service is delivered in Tennessee, For purposes of this section, a service 
that is delivered "to" a customer is a service in which the customer and not a third party is 
the recipient of the service, A service that is delivered "on behalf of" a customer is one in 
which a customer contracts for a service but one or more third parties, rather than the 
customer, is the recipient of the service, such as fulfillment services (see Rule 1320-06-
01-A2(4)(c)2(i) or the direct or indirect delivery of advertising to the customer's intended 
audience (see Rule 1320-06-01-AG£4)(c)2(iii)), A service that is delivered electronically 
"through" a customer is a service that is delivered electronically to a customer for 
purposes of resale and subsequent electronic delivery in substantially identical form to an 
end user or other third-party recipient Except in the instance of a service that is delivered 
through a customer (where the service must be delivered electronically), a service is 
included within the meaning of this section, irrespective of the method of delivery, e,g,~ 
whether such service is delivered by a physical means or through an electronic 
transm iss ion , 

2, Assignment of Sales, The assignment of a sale to a state or states in the instance of a 
service that is delivered to the customer or on behalf of the customer, or delivered 
electronically through the customer, depends upon the method of delivery of the service 
and the nature of the customer, Separate rules of assignment apply to services delivered 
by physical means and services delivered by electronic transmission, (For purposes of 
this section, a service delivered by an electronic transmission shall not be considered a 
delivery by a physical means), In any instance where, applying the rules set forth in this 
section, the rule of assignment depends on whether the customer is an individual or a 
business customer, and the taxpayer acting in good faith cannot reasonably determine 
whether the customer is an individual or business cListomer, the taxpayer shall treat the 
customer as a business customer, 

(i) Delivery to or on Behalf of a Customer by Physical Means, Whether to an 
Individual or Business Customer, Services delivered to a customer or on behalf 
of a customer through a physical means include, for example, product delivery 
services where property is delivered to the customer or to a third party on behalf 
of the customer; the delivery of brochures, fliers or other direct mail services; the 
delivery of advertising or advertising-related services to the customer's intended 
audience in the form of a physical medium; and the sale of custom software (e,g" 
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where software is developed for a specific customer in a case where the 
transaction is properly treated as a service transaction for purposes of corporate 
taxation) where the taxpayer installs the custom software at the customer's site. 
The rules in this subsection apply whether the taxpayer's customer is an 
individual customer or a business customer. 

(I) Rule of Determination. In assigning the sale of a service delivered to a 
customer or on behalf of a customer through a physical means, a 
taxpayer must first attempt to determine the state or states where such 
services are delivered. Where the taxpayer is able to determine the state 
or states where the service is delivered, it shall assign the sale to such 
state or states. 

(II) Rule of Reasonable Approximation. Where the taxpayer cannot 
determine the state or states where the service is actually delivered, but 
has sufficient information regarding the place of delivery from which it 
can reasonably approximate the state or states where the service is 
delivered, it shall reasonably approximate such state or states. 

(III) Examples. Assume in each of these examples that the taxpayer that 
provides the service is taxable in Tennessee and is to apportion its 
income pursuant to T.CA §67-4-2012. 

Example 1: Direct Mail Corp, a corporation based outside Tennessee, 
provides direct mail services to its customer, Business Corp. Business 
Corp transacts with Direct Mail Corp to deliver printed fliers to a list of 
customers that is provided to it by Business Corp. Some of Business 
Corp's customers are in Tennessee and some of those customers are in 
other states. Direct Mail Corp will use the postal service to deliver the 
printed fliers to Business Corp's customers. The sale of Direct Mail 
Corp's services to Business Corp is assigned to Tennessee to the extent 
jhat the services are delivered on behalf of Business Corp to Tennessee 
customers (i.e., to the extent that the fliers are delivered on behalf of 
Business Corp to Business Corp's intended audience in Tennessee). 

Example 2: Ad Corp is a corporation based outside Tennessee that 
provides advertising and advertising-related services in Tennessee and 
in neighboring states. Ad Corp enters into a contract at a location outside 
Tennessee with an individual customer who is not a Tennessee resident 
to design advertisements for billboards to be displayed in Tennessee. 
and to design fliers to be mailed to Tennessee residents. All of the 
design work is performed outside Tennessee. The sale of the design 
services is in Tennessee because the service is physically delivered on 
behalf of the customer to the customer's intended audience in 
Tennessee. 

Example 3: Same facts as Example 2, exceptthat the contract is with a 
business customer that is based outside Tennessee. The sale of the 
design services is in Tennessee because the services are physically 
delivered on behalf of the customer to the customer's intended audience 
in Tennessee. 

Example 4: Fulfillment Corp, a corporation based outside Tennessee, 
provides product delivery fulfillment services in Tennessee and in 
neighboring states to Sales Corp, a corporation located outside 
Tennessee that sells tangible personal property through a mail order 
catalog and over the Internet to customers. In some cases when a 
customer purchases tangible personal property from Sales Corp to be 
delivered in Tennessee, Fulfillment Corp will, pursuant to its contract with 
Sales Corp, deliver that property from its fulfillment warehouse located 
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outside Tennessee. The sale of the fulfillment services of Fulfillment 
Corp to Sales Corp is assigned to Tennessee to the extent that 
Fulfillment Corp's deliveries on behalf of Sales Corp are to recipients in 
Tennessee. 

Example 5: Software Corp, a software development corporation, enters 
into a contract with a business customer, Buyer Corp, which is physically 
located in Tennessee. to develop custom software to be used in Buyer 
Corp's business. Software Corp develops the custom software outside 
Tennessee, and then physically installs the software on Buyer Corp's 
computer hardware located in Tennessee. The development and sale of 
the custom software is properly characterized as a service transaction, 
and the sale is assigned to Tennessee because the software is 
physically delivered to the customer in Tennessee. 

Example 6: Same facts as Example 5, except that Buyer Corp has 
offices in Tennessee and several other states, but is commercially 
domiciled outside Tennessee and orders the software from a 10catioQ 
outside Tennessee. The receipts from tile development and sale of the 
custom software service are assigned to Tennessee because the 
software is physically delivered to the customer in Tennessee. 

(ii) Delivery to a Customer by Electronic Transmission. Services delivered by 
electronic transmission include, without limitation, services that are transmitted 
through the means of wire, lines, cable, fiber optics, electronic signals, satellite 
transmission, audio or radio waves, or other similar means, whether or not the 
service provider owns, leases or otherwise controls the transmission equipment. 
In the case of the delivery of a service by electronic transmission to a customer, 
the following rules apply. 

(I) Services Delivered By Electronic Transmission to an Individual 
Custom..,€L 

I. Rul.e of Determination. In the case of the delivery of a service to 
an individual customer by electronic transmission, the service is 
delivered in Tennessee if and to the extent that the taxpayer's 
customer receives the service in Tennessee. If the taxpayer can 
determine the state or states where the service is received, it 
shall assign the sale to such state or states. 

II. Rules of Reasonable Approximation. If the taxpayer cannot 
determine the state or states where the customer actually 
receives the service, but has sufficient information regarding the 
place of receipt from which it can reasonably approximate the 
state or states where the service is received, it shall reasonably 
approximate such state or states. Where a taxpayer does not 
have sufficient information from which it can determ ine or 
reasonably approximate the state or states in which the service 
is received, it shall reasonably apprOXimate such §tate or states 
using the customer's billing address. 

(II) SerVices Delivered By Electronic Transmission to a Business Customer. 

I. Rule of Determination. In the case of the delivery of a service to 
a business customer by electronic transmission, the service is 
delivered in Tennessee if and to the extent that the taxpayer's 
customer receives the service in Tennessee. If the taxpayer can 
determine the state or states where the service is received, it 
shall assign the sale to such state or states. For purposes of this 
section, it is intended that the state or states where the service is 
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received reflect the location at which the service is directly used 
by the employees or designees of the customer. 

II. Rule of Reasonable Approximation. If the taxpayer cannot 
determine the state or states where the customer actually 
receives the service. but has sufficient information regarding the 
place of receipt from which it can reasonably approximate the 
state or states where the service is received, it shall reasonably 
approximate such state or states. 

III. Secondary Rule of Reasonable Approximation. In the case of the 
delivery of a service to a business customer by electronic 
transmission where a taxpayer does not have sufficient 
information from which it can determine or reasonably 
approximate the state or states in which the service is received, 
such state or states shall be reasonably approximated as set 
forth in this section. In such cases, unless the taxpayer can apply 
the safe harbor set forth in Rule 1320-06-01-.42(4)(c)2(ii)(lI)IV, 
the taxpayer shall reasonably approximate the state or states in 
which the service is received as follows: first. by assigning the 
sale to the state where the contract of sale is principally 
managed by the customer: second, if the state where the 
customer principally manages the contract is not reasonably 
determinable, by assigning the sale to the customer's place of 
order: and third, if the customer's place of order is not 
reasonably determinable, by assigning the sale using the 
customer's billing addre~ovided, however, that in any 
instance in which the taxpayer derives more than 5% of its sales 
of services from a customer, the taxpayer is required to identify 
the slate in which the contract of sale is principally managed by 
that customer. 

IV. Safe Harbor. In the case of the delivery of a service to a 
business cus\omer by electronic transmission a taxpayer may 
not be able to determine, or reasonably approximate under Rule 
1320-06-01-.42(4)(c)2(ii)(lI)II, the state or states in wh,ich the 
service is received. In these cases, the taxpayer may, in lieu of 
the rule stated at Rule 1320-06-01-.42(4)(c)2(ii)(lI)III, apply the 
safe harbor stated in this section (Rule 1320-06-01-
.42(4)(c)2(ii)(II)IV). Under this safe harbor. a taxpayer m§.ll 
assign its sales to a particular customer based upon the 
customer's billing address in any taxable year in which the 
taxpayer (1) engages in substantially similar service transactions 
with more than 250 customers, whether business or individual, 
and (2) does not derive more than 5% of its sales of services 
from such customer. This safe harbor applies only for purposes 
of Rule 1320-06-01-.42(4)(c)2(ii)(II) to services delivered by 
electronic transmission to a business customer, and not 
otherwise. 

(III) Examples. Assume in each of these examples that the taxpayer that 
provides the service is taxable in Tennessee and is to apportion its 
income pursuant to T.C.A. § 67-4-2012. Assume where relevant, unless 
otherwise stated, that the safe harbor set forth at Rule 1320-06-01-
.42(4)(c)2(ii)(lI)IV does not apply. 

Example 1: Support Corp, a corporation that is based outside 
Tennessee, provides software support and diagnostic services to 
individual and business customers that have previously purchased 
certain software from third-party vendors. These individual and business 
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customers are located in Tennessee and other states, Support Corp 
supplies its services on a case-by-case basis when directly contacted by 
its customer, Support Corp generally provides these services through the 
Internet but sometimes provides these services by pl10n8, In all cases, 
Support Corp verifies the customer's account information before 
providing any service, Using the information that Support Corp verifies 
before performing a service, Support Corp can determine where its 
services are received, and therefore must assign its sales to these 
locations, The sales made to Support Corp's individual and business 
customers are in Tennessee to the extent that Support Corp's services 
are received in Tennessee, See Rule 1320-06-01-,42(4)(c)2(ii)(I) and (II), 

Exa(Ylple 2: Online Corp, a corporation based outside Tennessee, 
provides web-based services through the means 01 the Internet to 
individual customers who are residents 01 Tennessee and other states, 
These customers access Online Corp's web services primarily in their 
states of residence, and sometimes, while traveling, in other states, For a 
substantial portion of its sales, Online Corp either can determine the 
state or states where such services are received, or, where it cannot 
determine such state or states, it has sufficient information regarding the 
place of receipt to reasonablY----'lQQLoximate such state or states, 
However, Online Corp cannot determine or reasonably approximate the 
state or states of receipt for all of such sales, Assuming that Online Corp 
reasonably believes, based on all available information, that the 
geographic distribution of the sales for which it cannot determine or 
reasonably approximate the location of the receipt of its services 
generally tracks those for which it does have this information, Online 
Corp must assign to Tennessee the sales for which it does not know the 
customers' location in the same proportion as those sales Jar which it 
has this information, See Rule 1320-06-01-,42(1 )(e)2, 

Example 3: Same facts as in Example 2, except that Online Corp 
reasonably believes that the geographic distribution of the sales for 
which it cannot determine or reasonably approximate the location of the 
receipt of its web-based services do not generally track the sales for 
which it does have this information, Online Corp must assign the sales of 
its services for which it lacks information as provided to its individual 
customers using the customers' billing addresses, See Rule 1320'06-01-
,42 ( 4)( c )2(ii)(I)1 L 

Example 4: Net Corp, a corporation based outside Tennessee, provides 
web-based services to a business customer, Business Corp, a company 
with offices in Tennessee and two neighboring states, Particular 
employees of Business Corp access the services from computers in 
each Business Corp office, Assume that Net Corp determines that 
Business Corp employees in Tennessee were responsible for 75% of 
Business Corp's use of Net Corp's services, and Business Corp 
employees in other states were responsible for 25% of Business Corp's 
use of Net Corp's services, In such case, 75% of the sale is received in 
Tennessee, and therefore 75% of the sale is in Tennessee, See Rule 
1320,06-01-,42(4)(c)2(ii)(II), Assume alternatively that Net Corp lacks 
sufficient information regarding the location or locations where Business 
Corp's employees used the services to determine or reasonably 
approximate such location or locations, Under these circumstances, if 
Net Corp derives 5% or less of its sales from Business Corp, Net Corp 
must assign the sale under Rule 1320-06-01-,42(4)(c)2(ii)(II)111 to the 
state where Business Corp principally managed the contract, or if that 
state is not reasonably determinable, to the state where Business Corp 
placed the order for the services, or if that state is not reasonably 
determinable, to the state of Business Corp's billing address, If Net Corp 
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derives more than 5% of its sales of services from Business Corp, Net 
Corp is required to identify the state in which its contract of sale is 
principally managed by Business Corp and must assign the receipts to 
that state, 

Example 5: Net Corp, a corporation based outside Tennessee, provides 
web-based services through the means of the Internet to more than 250 
individual and business customers in Tennessee and in other states, 
Assume that for each customer Net Corp cannot determine the state or 
states where its web services are actually received, and lacks sufficient 
information regarding the place of receipt to reasonably approximate 
such state or states, Also assume that Net Corp does not derive more 
than 5% of its sales of services from any single customer, Net Corp may 
apply the safe harbor stated in Rule 1320-06-01-A2(4)(c)2(ii)(II)IV and 
may assign its sales using each customer's billing address, 

(iii) Services Delivered Electronically Through or on Behalf of an Individual or 
Business Customer, A service delivered electronically "on behalf of" the customer 
is one in which a customer contracts for a service to be delivered electronically 
but one or more third parties, rather than the customer, is the recipient of the 
service, such as the direct or indirect delivery of advertising on behalf of a 
customer to the customer's intended audience, A service delivered electronically 
"through" a customer to third-party recipients is a service that is delivered 
electronically to a customer for purposes of resale and subsequent electronic 
delivery in substantially identical form to end users or other third-party recipients, 

(I) Rule of Determination, In the case of the delivery of a service by 
electronic transmission, where the service is delivered electronically to 
end users or other third-party recipients through or on behalf of the 
customer, the service is delivered in Tennessee if and to the extent that 
the end users or other third-party recipients are in Tennessee, For 
example, in the case of the direct or indirect delivery of advertising on 
behalf 01 a customer to the customer's intended audience by electronic 
means, the service is delivered in Tennessee to the extent that the 
audience for such advertiSing is in Tennessee, In the case of the delivery 
of a service to a customer that acts as an intermediary in reselling the 
service in substantially identical form to third-party recipients, the service 
is delivered in Tennessee to the extent that the end users or other third
party recipients receive such services in Tennessee, The rules in this 
subsection apply whether the taxpayer's customer is an individual 
customer or a business customer and whether the end users or other 
third-party recipients to which the services are delivered through or on 
behalf of the customer are individuals or businesses, 

(II) Rule of Reasonable Approximation, If the taxpayer cannot determine the 
state or states where the services are actually delivered to the end users 
or other third-party recipients either through or on behalf of the customer, 
but has sufficient information regarding the place of delivery from which it 
can reasonably approximate the state or states where the services are 
delivered, it shall reasonably approximate such state or states, 

(III) Select Secondary Rules of Reasonable Approximation, 

L Where a taxpayer's service is the direct or indirect electronic 
delivery of advertising on behalf of its customer to the customer's 
intended audience, if the taxpayer lacks sufficient information 
regarding the location of the audience from which it can 
determine or reasonably approximate such location, the taxpayer 
shall reasonably approximate the audience in a state for such 
advertising using the following secondary rules of reasonable 
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approximation. Where a taxpayer is delivering advertising 
directly or indirectly to a known list of subscribers, the taxpayer 
shall reasonably approximate the audience for advertising in a 
state using a percentage that reflects the ratio of the state's 
subscribers in the specific geographic area in which the 
advertising is delivered relative to tile total subscribers in such 
area. For a taxpayer with less information about its audience, the 
taxpayer shall reasonably approximate Ihe audience in a state 
using the percentage that reflects the ratio of the state's 
population in the specific geographic area in which the 
advertising is delivered relative to the total population in such 
area. 

II. Where a taxpayer's service is the delivery of a service to a 
customer that then acts as the taxpayer's intermediary in 
reselling such service to end users or other third-party recipients, 
if the taxpayer lacks sufficient information regarding the location 
of the end users or other third-party recipients from which it can 
determine or reasonably approximate such location. the taxpayer 
shall reasonably approximate the extent to which the service is 
received in a state by using the percentage that reflects the ratio 
of the state's population in the specific geographic area in which 
the taxpayer's intermediary resells such services, relative to the 
total population in such area. 

(IV) Examples. Assume in each of these examples that the taxpayer that 
provides the service is taxable in Tenne§see and is to apportion its 
income pursuant to T.CA § 67-4-2012. 

Example 1: Web Corp. a corporation that is based outside Tennessee, 
provides Internet content to viewers in Tennessee and other states. Web 
Corp sells advertising space to business customers pursuant to which 
the customers' advertisements will appear in connection with Web Corp's 
Internet content. Web Corp receives a fee for running the advertisements 
that is determined by reference to the number of times the advertisement 
is viewed or clicked upon by the viewers of its website. Web Corp's sal'i: 
of advertising space to its business customers is assigned to Tennessee 
to the extent that the viewers of the Internet content are in Tennessee, 
as measured by viewings or clicks. See Rule 1320-06-01-.42(4)i9)2(ill)(l). 
11 Web Corp is unable to determine the actual location of its viewers, and 
lacks sufficient information regarding the location of its viewers to 
reasonably approximate such location, Web Corp must approximate the 
amount of its Tennessee sales by multiplying the amount of such sales 
by a percentage that reflects the Tennessee population in the specific 
geographic area in which the content containing the advertising is 
delivered relative to the total population in such area. See Rule 1320-06-
01- .42(4)( c )2(111)(111). 

Example 2: Retail Corp, a corporation that is based outside of 
Tennessee. sells tangible property through its retail stores located in 
Tennessee and other states, and through a mail order catalog. Answer 
Co, a corporation that operates call centers in multiple states, contracts 
with Retail Corp to answer telephone calls from individuals placing orders 
for products found in Retail Corp's catalogs. In this case, the phone 
answering services of Answer Co are being delivered to Retail Corp's 
customers and prospective customers. Therefore, Answer Co is 
delivering a service electronically to Retail Corp's customers or 
prospective customers on behalf of Retail Corp, and must assign the 
proceeds from this service to the state or states from which the phone 
calls are placed by such customers or prospective customers. If Answer 
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(d) Professional Services, 

Co cannot determine the actual locations from which phone calls are 
placed, and lacks sufficient information regarding the locations to 
reasonably approximate such locations, Answer Co must approximate 
the amount of its Tennessee sales by multiplying the amount of its fee 
from Retail Corp by a percentage that reflects the Tennessee population 
in the specific geographic area from which the calls are placed relative to 
the total population in such area, See Rule 1320-06-01-A2(4)(c)2(iii)(IIIlL 

Example 3: Web Corp, a corporation that is based outside of Tennessee, 
sells tangible property to customers via its Internet website, Design Co 
designed and maintains Web Corp's website, including making changes 
to the site based on customer feedback received through the site, Design 
Co's services are delivered to Web Corp, the proceeds from which are 
assigned pursuant to Rule 1320-06-01-A2(4)(c)2(ii), The fact that Web 
Corp's customers and prospective customers incidentally benefit from 
Design Co's services, and may even interact with Design Co in the 
course of providing feedback, does not transform the service into one 
delivered "on behalf of" Web Corp to Web Corp's customers and 
prospective customers. 

Example 4: Wholesale Corp, a corporation that is based outsid" 
Tennessee, develops an Internet-based information database outside 
Tennessee and enters into a contract with Retail Corp whereby Retail 
Corp will market and sell access to this database to end users, 
Depending on the facts, the provision of database access may be either 
the sale of a service or the license of intangible property or may have 
elements of both, Assume that on the particular facts applicable in this 
example Wholesale Corp is selling database access in transactions 
properly characterized as involving the performance of a service, When 
an end user purchases access to Wholesale Corp's database from Retail 
Corp, Retail Corp in turn compensates Wholesale Corp in connection 
with that transaction, In this case, Wholesale Corp's services are being 
delivered through Retail Corp to the end user. Wholesale Corp must 
?ssign its sales to Retail Corp to the state or states in which the end 
users receive access to Wholesale Corp's database. If Wholesale Corp 
canrot determine the state or states wtlere the end users actually 
receive access to Wholesale Corp's database, and lacks sufficient 
information regarding the location from which the end users access the 
database to reasonably approximate such location, Wholesale Corp 
must approximate the extent to which its services are received by end 
users in Tennessee by using a percentage that reflects the ratio of the 
Tennessee population in the specific geographic area in which Retail 
Corp regularly markets and sells Wholesale Corp's database relative to 
the total population in such area, See Rule 1320-06-01-
A2(4)(c)2(iii)(lIl)IL Note that it does not matter for purposes of the 
analysis whether Wholesale Corp's sale of database access constitutes 
a service or a license of intangible property, or some combination of 
both, See Rule 1320-06-1-A2(5)(f), 

,1, In General, Except as otherwise provided in Rule 1320-06-01-A2(4)(d)2, professional 
services are services that require specialized knowledge and in some cases require a 
professional certification, license or degree, Professional services include, without 
limitation, management services, bank and financial services, financial custodial services, 
investment and brokerage services, fiduciary services, tax preparation, payroll and 
accounting services, lending and credit card services, legal services, consulting services, 
video production services, graphic and other design services, engineerit}g services, and 
architectural services, 
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2. Overlap with Other Categories of Services. 

0) Certain services that fall within the definition of "professional services" set forth in 
Rule 1320-06-01-.42(4)(d)1 are nevertheless treated as "in-person services" 
within the meaning of Rule 1320-06-01-.42(4)(b), and are assigned under Rule 
1320-06-01-.42(4)(b). Specifically, professional services that are physically 
provided in person by the taxpayer such as carpentry, certain medical and dental 
services or child care services, where the customer or the customer's real or 
tangible property upon which the services are provided is in the same location as 
the service provider at the time the services are performed, are "in-person 
services" and are assigned as suell, notwithstanding that they may also be 
considered to be "professional services". However, professional services where 
the service is of an intellectual or intangible nature, such as legal, accounting, 
financial and consulting services, are assigned as professional services under 
Rule 1320-06-01-.42(4)(d), notwithstanding the fact that such services may 
involve some amount of in-person contact. 

(ii) Professional services may in some cases include the transmission of. one or 
more documents or other communications by mail or by electronic means. 
However, in such cases, despite this transmission, the assignment rules that 
apply are those set forth in Rule 1320-06-01-.42(4)(d), and not those set forth in 
Rule 1320-06-01-.42(4)(c), pertaininq to services delivered to a customer or 
through or on behalf of a customer. 

3. Assignment of Sales. In the case of a professional service, It IS generallv pOSSible to 
characterize the location of delivery in multiple ways by emphasizing different elements of 
the service provided, no one of which will consistently represent the market for the 
services. Therefore, for purposes of consistent application of the market-sourcing rule 
stated in T.C.A. § 67-4-2012. the Commissioner has concluded that the location of 
delivery in the case of professional services is not susceptible to a general rule of 
determination, and must be reasonably approximated. The assignment of a sale of a 
professional service depends in many cases upon whether the customer is an individual 
or business customer. In any instance in which the taxpayer, acting in good faith, cannot 
reasonably determine whether the customer is an individual or business customer. the 
taxpayer shall treat the customer as a business customer. For purposes of assigning the 
sale of a professional service. a taxpayer's customer is the person who contracts for such 
service, irrespective of whether another person pays for or also benefits from the 
taxpayer's services. 

(0 General Rule. Sales of professional services other than those services described 
in Rule 1320-06-01-.42(4)(d)30i) (architectural and engineering services) are 
assigned in accordance with this section. 

(I) Professional Services Delivered to Individual Customers. Except as 
otherwise provided in this section, Rule 1320-06-01-.42(4)(d), in any 
instance in which the service provided is a professional service and the 
taxpayer's customer is an individual customer, the state or states in 
which the service is delivered shall be reasonably approximated as set 
forth in this section, Rule 1320-06-01-.42(4)(d)3(i)(I). In particular, the 
taxpayer shall assign the sale to the customer's state of primary 
residence, or, if the taxpayer cannot reasonably identify the customer's 
state of primary residence, to the state of the customer's billing address; 
provided, however. in any instance in which the taxpayer derives more 
than 5% of its sales of services from an individual customer. the taxpayer 
is required to identify the customer's state of primary residence and must 
assign the receipts from the service or services provided to that customer 
to that state. 

(II) Professional Services Delivered to Business Customers. Except as 
otherwise provided in this section, Rule 1320-06-01-.42(4)(d), in any 
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instance in which the service provided is a professional service and the 
taxpayer's customer is a business customer, the state or states in which 
the service is delivered shall be reasonably approximated as set forth in 
this section, 1320-06-01-.42(4)(d)3(i)(lI). In particular, unless the 
taxpayer may use the safe harbor set forth at 1320-06-01-
.42(4)(d)3(i)(lII). the taxpayer shall assign the sale as follows: first, by 
assigning the receipts to the state where the contract of sale is principally 
managed by the customer; second, if such place of customer 
management is not reasonably determinable, to the customer's place of 
order; and third, if such customer's place of order is not reasonably 
determinable, to the customer's billing address; provided, however, iQ 
any instance in which the taxpayer derives more than 5% of its sales of 
services from a customer, the taxpayer is required to identify the state in 
which the contract of sale is principally managed by the customer. 

(III) Safe Harbor; Large Volume of Transactions. Notwithstanding the rules 
set forth in Rule 1320-06-01-.42(4)(d)3(i)(I) and (II), a taxpayer may 
assign its sales to a particular customer based on the customer's billing 
address in any taxable year in which the taxpayer (1) engages in 
substantially similar service transactions with more than 250 customers, 
whether individual or business. and (2) does not derive more than 5% of 
its sales of services from such customer. This safe harbor applies onl\, 
for purposes of Rule 1320-06-01-.42(4)(d)3(i), and not otherwise. 

(ii) Architectural and Engineering Services with Respect to Real or Tangible 
Personal Property .. Architectural and engineering services with respect to real or 
tangible personal property are professional services within the meaning of this 
section Rule 1320-06-01-.42(4)(d). However, unlike in the case of the general 
rule that applies to professional services, (1) the sale of such an architectural 
service is assigned to a state or states if and to the extent that the services are 
with respect to real estate improvements located, or expected to be located, in 
such state or states; and (2) the sale of such an engineering service is assigned 
to a state or states if and to the extent that the services ar§' with respect to 
tangible or real property located in such state or states, including real estate 
improvements located in, or expected to be located in, such sjate or states. 
These rules apply whether or not the cListomer is an individual or business 
customer. In any instance in which architectural or engineering services are not 
described in this section (Rule 1320-06-01-.42(4)(d)3(ii)), the sale of such 
services shall be assigned under the general rule for professional services. See 
Rule 1320-06-01-,42(4)(d)3(i). 

Example 1: Architecture Corp provides building design services as to buildings 
located, or expected to be located, in Tennessee to individual customers who are 
residents of Tennessee and other states, and to busin,?ss customers that are 
based in Tennessee and other states. Architecture Corp's sales are assigned to 
Tennessee because the locations of the buildings to which its design services 
relate are in Tennessee, or are expected to be in Tennessee. For purposes of 
assigning these sales, it is not relevant where, in the case of an individual 
customer, the customer primarily resides or is billed for such services, and it is 
not relevant where, in the case of a business custotr1i?r, the customer principally 
manages the contract, placed the order for the services or is billed for such 
services. Further, such sales are assigned to Tennessee even if Architecture 
Corp's designs are either physically delivered to its customer in paper form in a 
state other than Tennessee or are electronically delivered to its customer in a 
state other than Tennessee. See Rule 1320-06-01-.42(4)(d)3(ii). 

Example 2: Law Corp provides legal services to individual clients who are 
residents of Tennessee and other states. In some cases, Law Corp may prepare 
one or more legal documents for its client as a result of these services and/or the 
legal work may be related to litigation or a legal matter that is ongoing in a state 
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other than where the client is resident Assume that Law Corp knows the state of 
primary residence for many of its clients, and where it does not know this state of 
primary residence, it knows the client's billing address. Also assume that Law 
Corp does not derive more than 5% of its sales of services from anyone 
individual client. Where Law Corp knows its client's state of primary residence, it 
shall assign the sale to that state, Where Law Corp does not know its client's 
state of primary residence, but rather knows the client's billing address, it shall 
assign the sale to that state. For purposes of the analysis it is irrelevant whether 
the legal documents relating to the service are mailed or otherwise delivered to a 
location in another state, or the litigation or other legal matter that is the 
underlying predicate for the services is in another state. See Rule 1320-06-01-
.42(4)(d)2(ii) and 3(1)(1) 

Example 3: Law Corp provides legal services to several multistate business 
clients. In each case, Law Corp knows the state in which the agreement for legal 
services that governs the client relationship is principally managed by the client. 
In one case, the agreement is principally managed in Tennessee; in the other 
cases, the agreement is principally managed in a state other than Tennessee. 
Where the agreement for legal services is principally managed by the client in 
Tennessee, the sale of the services shall be assigned to Tennessee; in the other 
cases, the sale is not assigned to Tennessee. In the case of the sale that is 
assigned to Tennessee, the sale shall be so assigned even II (1) tile legal 
documents relating to the service are mailed or otherwise delivered to a location 
in another state, or (2) the litigation or other legal matter that is the underlying 
predicate for the services is in another state. See Rule 1320-06-01-.42(4)(d)2(ii) 
and 3(1)(11). 

Example 4: Consulting Corp, a company that provides consulting services to law 
firms and other customers, is hired by Law Corp in connection with legal 
representation that Law Corp provides to Client Co. Specifically, Consulting Corp 
is hired to provide expert testimony at a trial being conducted by Law Corp on 
behalf of Client Co. Client Co pays for Consulting Corp's services direct I"" 
Assuming that Consulting Corp knows that its agreement with Law Corp is 
principally managed by Law Corp in Tennessee, the sale of Consulting Corp's 
services shall be assigned to Tennessee .. It is not relevant for purposes of the 
analY..$is that Client Co is the ultimate beneficiary of Consulting Corp's services. 
or that Client Co pays for Consulting Corp's services directly. See Rule 1320-06-
01-A2(4)(d)3(i)(ll). 

Example 5: Advisor Corp, a corporation that provides investment advisory 
services, provides such advisory services to Investment Co. Investment Co is a 
multistate business client of Advisor Corp that uses Advisor Corp's services in 
connection with investment accounts that it manages for individual clients, who 
are the ultimate beneficiaries of Advisor Corp's services. Assume that Investment 
Co's individual clients are persons that are residents of numerous states, which 
mayor may not include Tennessee. Assuming that Advisor Corp knows that its 
agreement with Investment Co is principally managed by Investment Co in 
Tennessee, the sale of Advisor Corp's services shall be assigned to Tennessee. 
It is not relevant for purposes of the analysis that the ultimate beneficiaries of 
Advisor Corp's services may be Investment Co's clients, who are residents of 
numerous states. See Rule 1320-06-01-.42(4)(d)3(i)(II). 

Example 6: Design Corp is a corporation based outside Tennessee that provides 
graphic design and similar services in Tennessee and in neighboring states. 
Design Corp enters into a contract at a location outside Tennessee with an 
individual customer to design fliers for the customer. Assume that Design Corp 
does not know the individual customer's state of primary residence and does not 
derive more than 5% of its sales of services from the individual customer. All of 
the design work is performed outside Tennessee. The sale is in Tennessee if the 
cListomer's billing address is in Tennessee. See Rule 1320-06-01-.42(4)(d)3(1)(1). 
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(e) Broadcast Advertising Services. Notwithstanding anything herein to the contrary, receipts from a 
broadcaster's sale of advertising services to a broadcast customer are assigned to Tennessee if 
the commercial domicile of the broadcast customer is in Tennessee. For purposes of this 
provision, "advertising services" means an agreement to include the broadcast customer's 
advertiSing content in the broadcaster's film programming. 

(5) Rental. Lease, or License of Intangible Property. 

(a) General Rules. 

1. The receipts from the rental, lease, or license of intangible property are in Tennessee 
if and to the extent the intangible is used in Tennessee. In general, the term "use" 
shall be construed to refer to the location of the taxpayer's market for the use of the 
intangible property that is being rented, leased, or licensed and is not to be construed 
to refer to the location of the property or payroll of the taxpayer. 

2. In general, a rental, lease, or license of intangible property that conveys all 
substantial rights in such property is treated as a sale of intangible property for tax 
purposes. See Rule 1320-06-01-.42(6). Note, however, that for purposes of Rule 
1320-06-01-.42(5) and (6), a sale or exchange of intangible property is treated as a 
license of such property where the receipts from the sale or exchange derive from 
payments that are contingent on the productivity, use or disposition of the property. 

3. Intangible property rented, leased, or licensed as part of the sale or lease of tangible 
property is treated under Rule 1320-06-01-.42 as the sale or lease of tangible 
property. 

(b) License of a Marketing Intangible. Where a license is granted for the right to use intangible 
property in connection with the sale, rental, lease. license, or other marketing of goods. 
services, or other items (i.e., a marketing intangible), the royalties or other licensing fees paid 
py the licensee for such right are assigned to Tennessee to the extent that the fees are 
attributable to the sale or other provision of goods, services, or other items purchased 01' 

otherwise acquired by customers in Tennessee. Examples of a license of a marketing 
intangible include, without limitation, the license of a service mark, trademark, or trade name; 
certain copyrights and a franchise agreement. In each of these instances the license of the 
marketing intangible is intended to promote consumer sales. In the case of the license of a 
marketing intangible, where a taxpayer has actual evidence of the amount or proportion of its 
receipts that is attributable to Tennessee, it shall assign such amount or proportion to 
Tennessee. In the absence of actual evidence of the amount or proportion of the licensee's 
receipts that are derived from Tennessee customers, the portion of the licensing fee to be 
assigned to Tennessee shall be reasonably approximated by multiplying the total fee by a 
percentage that reflects the ratio of the Tennessee population in the specific geographic area 
in which the licensee makes material use of the intangible property to regularly market its 
goods, services or other items relative to the total population in such area. Where the license 
of a marketing intangible is for the right to use the intangible property in connection with sales 
or other transfers at wholesale rather than directly to retail customers, the portion of the 
licensing fee to be assigned to Tennessee shall be reasonably approximated by multiplying 
the total fee by a percentage that reflects the ratio of the Tennessee population in the specific 
geographic area in which the licensee's goods, services, or other items are ultimately 
marketed using the intangible property relative to the total population of such area. 

(c) License of a Production Intangible. Where a license is granted for the right to use intangible 
property other than in connection with the sale, lease. license, or other marketing of goods, 
services, or other items, and the license is to be used in a production capacity (a "production 
intangible")' the licensing fees paid by the licensee for such right are assigned to Tennessee 
to the extent that the use for which the fees are paid takes place in Tennessee. Examples of 
a license of a production intangible include, without limitation, the license of a patent. a 
copyright. or trade secrets to be used in a manufacturing process, where the value of the 
intangible lies predominately in its use in such process. In the case of a license of a 
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production intangible, it shall be presumed that the use of the intangible property takes place 
in the state of the licensee's commercial domicile (where the licensee is a business) or the 
licensee's state of primary residence (where the licensee is an individual) unless the taxpayer 
or the Commissioner can reasonably establish the location(s) of actual use. Where the 
Commissioner can reasonably establish that the actual use of intangible property pursuant to 
a license of a production intangible takes place in part in Tennessee, it shall be presumed 
that the entire use is in Tennessee except to the extent that the taxpayer can demonstrate 
that the actual location of a portion of the use takes place outside Tennessee. 

(d) License of a Broadcasting Intangible. Where a broadcaster grants a license to a broadcast 
customer for the right to use film programming, the licensing fees paid by the licensee for 
such right are assigned to Tennessee to the extent that the broadcast customer is located in 
Tennessee. In the case of business customers, the broadcast customer's location shall be 
determined using the broadcast customer's commercial domicile. In the case of individual 
customers, the broadcast customer's location shall be determined using the address 01 the 
broadcast customer listed in the broadcaster's records, 

(e) License of a Mixed Intangible. Where a license 01 intangible property includes both a license 
of a marketing intangible and a license of a production intangibltla "mixed intangible") and 
the fees to be paid in each instance are separately and reasonably stated in the licensing 
contract, the Commissioner will accept such separate statement lor purposes of this section if 
it is reasonable. Where a license of intangible property includes both a license 01 a marketing 
intangible and a license of a production intangii;1le and the fees to be paid in each instance 
are not separately and reasonably stated in the contract, it shall be presumed that the 
licensing fees are paid entirely for the license of the marketing intangible except to the extent 
that the taxpayer or the Commissioner can reasonably establish otherwise. 

(1) License of Intan.gible Property where Substance of Transaction Resembles a Sale of Goods 
or Services, 

1. In general. In some cases, the license of intangible property will resemble the sale of 
an electronically-delivered good or service rather than the license of a marketing 
intangible or a production intangible. In such cases, ttJe receipts from the licensing 
transaction shall be assigned b'y" applying the rules S?t forth in Rule 1320-06-01-
.42(4)(c)2(ii) and (iii), as if the transaction were a service delivered to an individual or 
business customer or delivered electronically through an individual or business 
customer, as applicable. Examples 01 transactions to be assigned under this section 
(1320-06-01-.42(5)(f)) include, without limitation, the license of database access, the 
license of access to information, the license of digital goods (see Rule 1320-06-01-
.42(7)(b)), and the license of certain software (e.g., where the transaction is not the 
license of pre-written software that is treated as the sale 01 tangible personal 
property, see Rule 1320-06-01-.42(7)(a)). 

2, Sublicenses. Pursuant to Rule 1320-06-01-.42(5)(1)1. Rule 1320-06-01-.42(4)(c)2(iil) 
may apply where a taxpayer licenses intangible property to a customer that in turn 
sublicenses the intangible property to end users as if the transaction were a service 
delivered electronically through a customer to end users. In particular, the rules set 
forth at Rule 1320-06-01-.42(4)(c)2(iii) that apply to services delivered electronically 
to a customer for purposes of resale and subsequent electronic delivery in 
substantially identical form to end users or other recipients may also apply with 
respect to licenses of intangible property for purposes of sublicense to end users. 
provided that for this purpose the intangible property sublicensed to an end user shall 
not fail to be substantially identical to the property that was licensed to the 
sublicensor merely because the sublicense transfers a reduced bundle of rights with 
respect to such property (e,g" because the sublicensee's rights are limited to its own 
use of the property and do not include the ability to grant a further sublicense), or 
because such property is bundled with additional services or items of property. 
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(9) Examples. Assume in each of these examples that the taxpayer that licenses the intangible 
property is taxable in Tennessee and is to apportion its income pursuant to T.CA §67-4-
2012. 

Example 1: Crayon Corp and Dealer Co enter into a license contract under which Dealer Co 
as licensee is permitted to use trademarks that are owned by Crayon Corp in connection with 
Dealer Co's sale of certain products to retail customers. Under the contract, Dealer Co is 
required to pay Crayon Corp a licensing fee that is a fixed percentage of the total volume of 
monthly sales made by Dealer Co of products using the Crayon Corp trademarks. Under the 
contract, Dealer Co is permitted to sell the products at multiple store locations. including store 
locations that are both within and without Tennessee. Further, the licensing fees that are paid 
by Dealer Co are broken out on a per-store basis. The licensing fees paid to Crayon Corp by 
Dealer Co represent fees from the license of a marketing intangible. The portion of the fees to 
be assigned to Tennessee shall be determined by multiplying the fees by a percentage that 
reflects the ratio of Dealer Co's receipts that are derived from its Tennessee stores relative to 
Dealer Co's total receipts. See Rule 1320-06-01-.42(5)(b). 

Example 2: Network Corp is a broadcaster that licenses rights to its film programming to both 
platform distribution companies and individual customers. Platform distribution companies 
pay licensing fees to Network Corp for the rights to distribute Network Corp's film 
programming to the platform distribution companies' customers. Network Corp's individual 
customers pay access fees to Network Corp for the right to directly access and view Network 
Corp's film programming. Network Corp's receipts from each platform distribution company 
will be assigned to Tennessee if the broadcast customer's commercial domicile is in 
Tennessee. Network Corp's receipts from each individual broadcast customer will be 
assigned to Tennessee if the address of the broadcast customer listed in the broadcaster's 
records is in Tennessee. See Rule 1320-06-01-.42(5)(d). 

Example 3: Moniker Corp enters into a license contract with Wholesale Co. Pursuant to the 
contract Wholesale Co is granted the right to use trademarks own§ld by Moniker Corp to 
prand sports equipment that is to be manufactured by Wholesale Co or an unrelated entity, 
and to sell the manufactured equipment to unrelated companies that will ultimately market the 
eqUipment to consumers in a specific geographic region, including a foreign country. The 
license agreement confers a license of a marketing intangible, even though the trademarks in 
question will be affixed to property to be manufactured. In addition, the license of the 
marketing intangible is for the right to use the intangible property in connection with sales to 
be made at wholesale rather than directly to retail customers. The component of the licensing 
fee that constitutes the Tennessee sales of Moniker Corp is determined by rnultiplying the 
amount of the fee by a percentage that reflects the ratio of the Tennessee population in the 
specific geographic region relative to the total population in such region. See Rule 1320-06-
01-.42(5)(b). 

Example 4: Formula, Inc and Appliance Co enter into a license contract under which 
Appliance Co is permitted to use a patent owned by Formula, Inc to manufacture appliances. 
The license contract specifies that Appliance Co is to pay Formula, Inc a royalty that is a fixed 
percentage of the gross receipts from the products that are later sold. The contract does not 
specify any other fees. The appliances are both manufactured and sold in Tennessee and 
several other states. Assume the licensing fees are paid for the license of a production 
intangible, even though the royalty is to be paid based upon the sales of a manufactured 
product (i.e., the license is not one that includes a marketing intangible). Because the 
Commissioner can reasonably establish that the actual use of the intangible property takes 
place in part in Tennessee, the royalty is aSSigned based on the location of such use rather 
than to location of the licensee's commercial domicile, in accordance with Rule 1320-06-01-
.42(5)(c). It is presumed that the entire use is in Tennessee except to the extent that the 
taxpayer can demonstrate that the actual location of some or all of the use takes place 
outside Tennessee. Assuming that Formula, Inc can demonstrate the percentage of 
manufacturing that takes place in Tennessee using the patent relative to such manufacturing 
in other states, that percentage of the total licensing fee paid to Formula, Inc under the 
contract will constitute Formula, Inc's Tennessee sales. See Rule 1320-06-01-.42(5)(c). 
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Example 5: Axel Corp enters into a license agreement with Biker Co in which Biker Co is 
granted the right to produce motor scooters using patented technology owned by Axel Corp, 
and also to sell such scooters by marketing the fact that the scooters were manufactured 
using the special technology, The contract is a license of both a marketing and production 
intangible, i.e" a mixed intangible, The scooters are manufactured outside Tennessee, 
Assume that Axel Corp lacks actual information regarding the proportion of Biker Co's 
receipts that are derived from Tennessee customers, Also assume that Biker Co is granted 
the right to sell the scooters in a U,S, geographic region in which the Tennessee population 
constitutes 25% of the total population during tile period in question, The licensing contract 
requires an upfront licensing fee to be paid by Biker Co to Axel Corp and does not specify 
what percentage of the fee derives from Biker Co's right to use Axel Corp's patented 
technology, Because the fees for the license of the marketing and production intangible are 
not separately and reasonably stated in the contract, it is presumed that the licensing fees 
are paid entirely for the license of a marketing intangible, unless either the taxpayer or 
Commissioner reasonably establishes otherwise, Assuming that neither party establishes 
otherwise, 25% of the licensing fee constitutes Tennessee sales, See Rule 1320-06-01-
,42(5)(b) and (e), 

Example 6: Same facts as Example 5, except that the license contract specifies separate 
fees to be paid for the right to produce the motor scooters and for the right to sell the scooters 
by marketing the fact that the scooters were manufactured using the special technology, The 
licensing contract constitutes both the license of a marketing intangible and the license of a 
production intangible, Assuming that the separately stated fees are reasonable, the 
Commissioner will: (1) assign no part of the licensing fee paid for the production intangible to 
Tennessee, and (2) assign 25% of the licensing fee paid for the marketing intangible to 
Tennessee, See Rule 1320-06-01-,42(5)(e), 

Example 7: Better Burger Corp, which is based outside Ten_nessee, enters into franchise 
contracts with franchisees who agree to operate Better Burger restaurants as franchisees in 
various states, Several of the Better Burqer Corp franchises are in Tennessee, In each case, 
the franchise contract between the individual and Better Burger provides that the franchisee 
is to pay Better Burger Corp an upfront fee for the receipt of_ the franchise and monthly 
franchise fees, which cover, among other things, Ihe rigllt to use the Better Burger name and 
service marks, food processes and cooking know-how, as well as fees for management 
services, The upfront fees for the receipt of the Tennessee franchises constitute fees paid for 
the licensing of a marketing intangible, These fees constitute Tennessee sales because the 
franchises are for the right to make Tennessee sales, The monthly franchise fees ,paid by 
Tennessee franchisees constitute fees paid for (1) the license of marketing intangibles (the 
Better Burger name and service marks), (2) the license of production intangibles (food 
processes and know-how) and (3) personal services (management fees), The lees paid for 
the license of the marketing intangibles and the production intangibles constitute Tennessee 
sales because in each case the use of the intangibles is to take place in Tennessee, See 
Rule 1320-06-01-,42(5)(b)-(c), The fees paid for the personal services are to be assigned 
pursuant to Rule 1320-06-01-,42(4), 

Example 8: Online Corp, a corporation based outside Tennessee, licenses an information 
database through the means of the Internet to individual customers that are residents of 
Tennessee and other states, These customers access Online Corp's information database 
primarily in their states of residence, and sometimes, while traveling, in other states, The 
license is a license of intangible property that resembles a sale of goods or services and shall 
be assigned in accordance with Rule 1320-06-01-,42(5)(f), If Online Corp can determine or 
reasonably approximate the state or states where its database is accessed, then it must do 
so, Assuming that Online Corp cannot determine or reasonably approximate the location 
where its database is accessed, Online Corp must assign the sales made to the individual 
customers using the customers' billing addresses to the extent known, Assume for purposes 
of this example that Online Corp knows the billing address for each of its customers, In this 
case, Online Corp's sales made to its individual customers are in Tennessee in any case in 
which the customer's billing address is in Tennessee, See Rule 1320-06-01-,42(4)(c)2(ii)(I), 
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Example 9: Net Corp, a corporation based outside Tennessee, licenses an information 
database through the means of the Internet to a business customer, Business Corp, a 
company with offices in Tennessee and two neighboring states. The license is a license of 
intangible property that resembles a sale of goods or services and shall be assigned in 
accordance with Rule 1320-06-01-.42(5)(f). Assume that Net Corp cannot determine where 
its database is accessed but reasonably approximates that 75% of Business Corp's database 
access took place in Tennessee, and 25% of Business Corp's database access took place in 
other states. In such case, 75% of the receipts from database access is in Tennessee. 
Assume alternatively that Net Corp lacks sufficient information regarding the location where 
its database is accessed to reasonably approximate such location. Under these 
circumstances, if Net Corp derives 5% or less of its receipts from database access from 
Business Corp, Net Corp must assign the sale under Rule 1320-06-01-.42(4)(c)2(ii)(11) to the 
state where Business Corp principally managed the contract, or if that state is not reasonably 
determinable to the state where Business Corp placed the order for the services, or if thai 
state is not reasonably determinable to the state of Business Corp's billing address. If Net 
Corp derives more than 5% of its receipts from database access from Business Corp, Net 
Corp is required to identify the state in which its contract of sale is principally managed by 
Business Corp and must assign the receipts to that state. See Rule 1320-06-01-
.42(4)( c )2(1i)(lI). 

Example 10: Net Corp, a corporation based outside Tennessee, licenses an information 
database through the means of the Internet to more than 250 indiVidual and business 
customers in Tennessee and in other states. The license is a license of intangible property 
that resembles a sale of goods or services and shall be assigned in accordance with Rule 
1320-06-01-.42(5)(1). Assume that Net Corp cannot determine or reasonably approximate the 
location where its information database is accessed. Also assume that Net Corp does not 
derive more than 5% of its sales of database access from any single customer. Net Corp may 
apply the safe harbor stated in Rule 1320-06-01-.42(4)(c)?.(ji)(lI)IV. and may assign its salE1s 
to a state or states using each customer's billing address. 

ExampJe 11: Web Corp, a corporation based outside of Tennessee, licenses an Internet
based information database to business customers I(iIho then sublicense the database to 
individual end users that are residents of Tennessee and~other states. These end users 
access Web Corp's information database primarily in their states of residence, and 
sometimes, while traveling, in other states. Web Corp's license of the database to its 
customers includes the right to sublicense the database to end users, while the sublicenses 
provide that the rights to access and use the database are limited to the end users' own use 
and prohibit the individual end users from further sublicensing the database. Web Corp 
receives a fee from each customer based upon the number of sublicenses issued to end 
users. The license is a license of intangible property that resembles a sale of goods or 
services and shall be assigned by applying the rules set forth in Rule 1320-06-01-
.42(4)(c)2(111). See 1320-06-01-.42(5)(f). If Web Corp can determine or reasonably 
approximate the state or states where its database is accessed by end users, then it must do 
so. Assuming that Web Corp lacks sufficient information from which it can determine or 
reasonably approximate the location where its database is accessed by end users, Web Corp 
must approximate the extent to which its database is accessed in Tennessee using a 
percentage that represents the ratio of the Tennessee population in the specific geographic 
area in which Web Corp's customer sublicenses the database access relative to the total 
population in such area. See Rule 1320-06-01-.42(4)(c)2(iii)(lI). 

(6) Sale of Intangible Property. 

(a) Assignment of Sales. The assignment of a sale to a state or states in the instance of a sale or 
exchange of intangible property depends upon the nature of the intangible property sold. For 
purposes of this section (Rule 1320-06-01-.42(6)), a sale or exchange of intangible property 
includes a license of such property where the transaction is treated for tax purposes as a sale 
of all substantial rights in the property and the receipts from transaction are not contingent on 
the productivity, use or disposition of the property. For the rules that apply where the 
consideration for the transfer of rights is contingent on the productivity, use or disposition of 
Ihe property, see Rule 1320-06-01-.42(5)(a) and (6)(a)3. 
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1, Contract Right or Government License that Authorizes Business Activity in Specific 
Geographic Area, In the case of a sale or exchange of intangible property where the 
property sold or exchanged is a contract right, government license or similar 
intangible property that authorizes the holder to conduct a business activity in a 
specific geographic area, the sale is assigned to a state if and to the extent that the 
intangible property is used or otherwise associated with the state, Where the 
intangible property is used in, or otherwise associated with, only Tennessee, the 
taxpayer shall assign the sale to Tennessee, Where the intangible property is used in 
or is otherwise associated with Tennessee and one or more other states, the 
taxpayer shall assign the sale to Tennessee to the extent that the intangible property 
is used in, or associated with, Tennessee, through the means of a reasonable 
§Qproximation, 

2, Agreement Not to Compete, An agreement or covenant not to compete in a specified 
geographic area requires the contract party to refrain from conducting certain 
business activity in that specified area, In the case of an agreement or covenant not 
to compete the receipts are to be assigned to a state based upon the percentage that 
reflects the state's population in the U,S, geographic area specified in the contract 
relative to the total population in such area, 

3, Sale that Resembles a License (Receipts are Contingent on Productivity, Use or 
Disposition of the Intangible Property), In the case of a sale or exchange of intangible 
property where the receipts from the sale or exchange are contingent on the 
productivity, use or disposition of the property, the receipts from the sale shall be 
assigned by applying the rules set forth in Rule 1320-06-01 -.42(5) (pertaining to the 
license or lease of intangible property), 

4, Sale that Resembles a Sale of Goods and Services, In the case of a saie or 
exchange of intangible property where the substance of the transaction resembles a 
sale of goods or services and where the receipts from the sale or exchange do not 
derive from payments contingent on the productivity, use or disposition of the 
property, the receipts from the sale shall be assigneqJ2vJlpplying the rules set forth 
in Rule 1320-06-01-.42(5)(1) (relating to licenses of intal}9jQ[gJ property that res,emble 
sales of goods and services). Examples of such transactions include those that are 
analogous to the license transactions cited as exampl.zs in Rule 1320-06-01 -,42(5)(1), 

5, Except as otherwise provided in this section, the sale of intangible property that is not 
referenced in Rule 1320-06-01-.42(6)(a)1,2,4, or 5 shall be excluded from the 
numerator and the denominator of the taxpayer's sales factor, 

(b) Examples, Assume in each of these examples that the taxpayer that provides the service is 
taxable in Tennessee and is to apportion its income pursuant to T,CA § 67-4-2012, 

Example 1: Airline Corp, a corporation based outside Tennessee, sells its rights to use 
several gates at an airport located in Tennessee to Buyer Corp, a corporation that is based 
outside Tennessee, The contract of sale is negotiated and signed outside of Tennessee, The 
sale is in Tennessee because the intangible property sold is a contract right that authorizes 
the holder to conduct a business activity solely in Tennessee, See Rule 1320-06-01-
.42(6)(a)1, 

Example 2: Wireless Corp, a corporation based outside Tennessee, sells a license issued by 
the Federal Communications Commission (FCC) to operate wireless telecommunications 
services in a designated area in Tennessee to Buyer Corp, a corporation that is based 
outside Tennessee, The contract of sale is negotiated and signed outside of Tennessee. The 
sale is in Tennessee because the intangible property sold is a government license that 
authorizes the holder to conduct business activity solely in Tennessee, See Rule 1320-06-01-
.42(6)(a)1, 

400400



Example 3: Same facts as in Example 2 except that Wireless Corp sells to Buyer Corp an 
FCC license to operate wireless telecommunications services in a designated area in 
Tennessee and an adjacent state. Wireless Corp must attempt to reasonably approximate 
the extent to which the intangible property is used in or associated with Tennessee. For 
P.lliQoses of making this reasonable approximation, Wireless Corp may rely upon credible 
data that identifies the percentage of persons that use wireless telecommunications in the 
two states covered by the license. See Rule 1320-06-01-.42(6)(a)1. 

Example 4: Sports League Corp, a corporation that is based outside Tennessee, sells the 
rights to broadcast the sporting events played by the teams in its league in all 50 U.S. states 
to Network Corp. Although the games played by Sports League Corp will be broadcast in all 
50 states, the games are of greater interest in the southeast region of the country, including 
Tennessee. Because the intangible property sold is a contract right that authorizes the holder 
to conduct a business activity in a specified geographic area, Sports League Corp must 
attempt to reasonably approximate the extent to which the intangible property is used in or 
associated with Tennessee. For purposes of making this reasonable approximation, Sports 
League Corp may rely upon audience measurement information that identifies the 
percentage of the audience for its sporting events in Tennessee and the other states. See 
Rule 1320-06-01-.42(6)(a)1. 

Example 5: Business Corp, a corporation based outside Tennessee engaged in business 
activities in Tennessee and other states, enters into a covenant not to compete with 
Competition Corp, a corporation that is based outside Tennessee, in exchange for a fee. The 
agreement requires Business Corp to refrain from engaging in certain business activit v in 
Tennessee and other states. The component of the fee that constitutes a Tennessee sale is 
determined by multiplying the amount of the fee by a fraction represented by the percentage 
of the Tennessee population over the total population in the specified geographic region. See 
Rule 1320-06-01-.42(6)(a)2. 

Example 6: Inventor Corp, a corporation that is based outside Tennessee, sells patented 
technology trlat it has developed to Buyer Corp, a business customer that is based in 
Tennessee, Assume that the sale is not one in which the receipts derive from payments that 
.are contingent on the productivity, use or disposition of the P.[Qperty. See Rule 1320-06-01-
.42(6)(a)4. Inventor Corp understands Ihat Buyer Corp is likely to use the patented 
technology in Tennessee, but the patented technology can be used anywhere (Le., the rights 
§old are not rights that authorize the holder to conduct a business activity in a specific 
9§.9graphic area). The sale of the patented technology shall be excluded frol11 the numerator 
and denominator of Inventor Corp's sales factor. See Rule 1320-06-01-.42(6)(a)5. 

(7) Special Rules. 

(a) Software Transactions. A license or sale of pre-written software for purposes other than 
commercial reproduction (or other exploitation of the intellectual property rights), when 
transferred on a tangible medium, is treated as the sale of tangible personal property, rather 
than as either the license or sale of intangible property or the performance of a service. In 
such cases, the receipts are assigned to Tennessee as a sale of tangible personal property. 
In all other cases, the receipts from a license or sale of software are to be assigned to 
Tennessee as determined otherwise under this regulation (e.g., depending on the facts, as 
the development and sale of custom software, see Rule 1320-06-01-.42(4)(c), as a license of 
a marketing intangible, see Rule· 1320-06-01-.42(5)(b), as a license of a production 
intangible, see Rule 1320-06-01-.42(5)(c), as a license of intangible property where the 
substance of the transaction resembles a sale of goods or services, see Rule 1320-06-01-
.42(5)(1), or as a sale of intangible property, see Rule 1320-06-01-.42(6)), 

(b) Sales or Licenses of Digital Goods or Services. In the case 01 a sale or IicElnse of digital 
goods or services, including, among other things, the sale of various video, audio and 
software products or similar transactions, the receipts from the sale or license shall be 
assigned by applying the same rules as are set forth in Rule 1320-06-01-.42(4)(c)2(ii) or (iii), 
as if the transaction were a service delivered to an individual or business customer or 
delivered through or on behalf of an individual or business customer. For purposes of the 
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analysis, it is not relevant what the terms of the contractual relationship are or whether the 
sale or license might be characterized, depending upon the particular facts, as, for example. 
the sale or license of intangible property or the performance of a service. See Rules 1320-06-
01-.42(5)(1) and (6)(a)5. 

(c) Enforcement of Legal Rights. Receipts attributable to the protection or enforcement of legal 
rights of a taxpayer through litigation, arbitration, or settlement of legal disputes or claims, 
including the filing and pursuit of claims under insurance contracts, shall be excluded from 
the numerator and denominator of the taxpayer's sales factor, For purposes of this rule, in the 
case of a settlement agreement. it shall not be relevant how the parties to the agreement 
characterize the payment made under the agreement. 

Authority: T,GA §§67-1-102(a) and 67-4-2012, 
Administrative History: Original rule certified [date], 

Repeal 

1320-06-01-,04 +Mial ReMn Requiremoot&.--Repealed, 
Whore thefe has 0000-R0 closing of the books me-taxpayer must file a feturn and pay the-minimum franchise tax 
91 .. $10,00, In preparation of the initial return where there has been no corporate closing prior toths-end of the 
month subsequent to the expiration of a one YOGlfBriOO-f-rom date of incorporation or d~ication, only pa§8 

one (1) of the tax fOfm needs to be completed, and the minimum·f.FarlsRise tax must be paid, This return mtlSt-Be 
filed on Of before tho first day of the fourth month fol1Gwing the end of the month subsequenf to the expiration of-a 
one yoar period from date of incorporation or domestication, 

Authority: T,GA §§67-1-102(a), 67-4-&1+,2015, and 67-4-907, and 67491-52119, Administrative History: 
Original rule certified June 7,1974, Repealed and refiled July 22,1977; effective August 22,1977, Amendment 
filed November 6, 1984; effective December 6, 1984, 

1320-06-01-,05 ~eriod Return, RBpeatedRepealed. 

(1) In-the event of a cOfporate closing occu~~+atmonths of incorporation, 
OOmestication or commenoing of business, the fraAG~tax of a domestiG-G01f'Ofa~atetl 
to cover t~~nato part of too year sinco t110 date of inoorporation or tho dato of GO~ 
business, whiGhovof oocurs first. The franchise tax of a-foreign Gorporation-will bo prorated to GO\I8f 

the propOftionate part of the year s1RBE>-be§'iw1ing business iA-+ennessoe. The oxciso tax may not-BB 
prorated, 

(2) ,i\nffilaliiffioon of fent paiG-will be required when determining the minimum measure of tho franc~ 
base in tho event of a return covering less than one (1) year, 

(:3) /\ deolaration of estimated excise tax shall not be- required in any caso if the taxable period is five-{-S} 
months or less but mal' be fequifod if the taxable poriod is mOfe than five (5) months, AnnualizatioH-Oi' 
tho excise tm( ostimated-tG-bo due for tho short period will be necessary to determine if sklffi-a 
declaration is required and, if-sG,the amount of each payment. When a fequired declaration for a 
period covering mOfe than five (5) months but less than twelve (12) months is suimlitted, all estimated 
payments filing due within such short period and the payment due on the fifteenth (15th) day of tho first 
month of tho noxt taxable year will be paid if1 accord an co witfl tho provisions of T,GA 367 4 917, 
provided, however, that the payment duo on tho-Iift00flt1+{+-5th) day of the first month-althe next 
taxable year \\4lJ..oot bo required if the interval between that date anG-the due date of the jaskfuarterly 
paymont requifed during such short period is tes&-than (:3) mt>nths, The amt>unt due with each 
estimated excise ta)( declaration is the lessor 01 25°/0 of the Q)wise tax liability shown on ~riGf 
~twelvo month relY-rn, or 25% of 80% of the current (short period) year's annualized excise tax, 
Tho various times when ost1m-ated tax payments afe due for a return covofing speoific periods of loss 
than twelvo (12) months are as-provided in §ja7 4 @17(c)(1)(B), 

Authority: T,GA §§67-1-102(a) and 67-4-817, Administrative History: Original rule certified June 7, 1974, 
Repealed and refiled July 22, 1977; effective August 22, 1977, Amendment filed November 6, 1984; effective 
December 6, 1984, 
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1320-06-01-.06 No Closing Within Two (2) Yeaf&.Repealed. 
Where no closing has Goon adopted within two (2) years from the end of the mouth of incorporatkm-w 
domestication a taxpayer must report and pa'f-lhB--!ranchise tax according to the issue and outstanding stock or 
value of real an<:J.ctangible personal property in Tennessee. Wh~reater, as of the end of the month, two 
(2) years from dale-BWAGorporation or domesticatiol+c 

Authority: T.G.A. §67-101(2). Administrative History: Original rule certified June 7,1974. Repealed and refiled July 
22, 1977; effective August 22, 1977. 

1320-06-01-.08 Extonsion ofTimo. Repealed. 
Any request IGr an extension of time up to but not exceeding .,if\e (9) months in which to file tho combiAed 

ifanchise exoiso tax retHm-wili be granted automatically providod thB-appropriate payment of tax is made on or 
before the statutory due date of the return and Guch-j:}aJlment is mad&-0n the form prescribod by the department 
or reasonable facsimile thereof. The appropriate payment will be an am0u~.total 
payment unless a statSffi(ffit is furnished as to tho reason the prior yoar's total payment is not a true indicatiGIl of 
presont liabilily-Of-there was no liability for the preceding year. If there was no liability fur the preceding year, ~4e 
total payment must equal at least 90% of tho final liability. In tho caso of tax rate changes ~ave occurred 
since the prior year's· . mputation of tho appropriate payment based on tho priGf 
year's IfaOOity-wHfbe tho prior year's tax measure times the tax rate in effect for the fiscal yoar.fBlo-wl1iGh the report 
is filed. If tho total payment does not equallho prior year's liability (or changes) or goes not equal 90% of the final 
~-3flplicable lG-tRB-total deficient amount of taxos. Tile term "total payment" iooludes both 
franohise and excise ta)eos. Any payment of Tennossee estimated Q)ecise tax made for the tax year or any othor 
credits should be GonsidoroG-ifl-tIetermining tho amount to be paid. Tho deficient amount of taxes shall boaf 
interest at tho rate prescribed by 1awc 

Authority: T.GA §§67-1-1-02(a), 67-4-819, and 67-4-916. Administrative History: Original rule certified June 7, 
1974. Repealed and refiled July 22, 1977; effective August 22, 1977. Amendment filed November 6, 1984; 
effective December 6,1984. Amendment filed April 5, 1990; effective July 29,1990. 

1320-06-01-.09 Privilege Poriod.Repealed. 
The franchise aM-OXOise-t3)(OS are accrued taxos and pay for a prfviloge period cooxtensive.with the taxpayer's 
fisGal-.yB3f Glosing or -par.t-thereof. However, any olocti<:m as to-pfivilogo period made poor-l&-Jtlly-+,1-1l€»,--wiIJ.* 
deemed binding-sn .. j{18 taxablB-Bntity. The corporate-fjling f08 is prepaid and wiJl..-paji--!or a privilege period not in 
~f twelve (12}-rn0n1hs followiA§ the date of close-oi tho corporate fiscal yBah 

Authority: T.GA §67-101(2). Administrative History: Original rule certified June 7,1974. Repealed and refiled July 
22, 1977; effective August 22, 1977. 

1320-06-01-.10 Fisoal Year. Repealed. 
Once the taxpayer has elocted a particular date as the close of its fiscal year. Such closing may not be changed 
without prior approval of tho Commissioner. ,II, retum .. wiH .. BB-required based on every fiscal closing of the 
corporate records. The excise tax will not be sblbject to proration. The franchiso tax 'Nill be prorated to cover the 
propoFtionato part of the year covored by the return. 

Authority: T.GA §67-1 01 (2). Administrative History: Original rule certified June 7, 1974. Amendment filed August 
13, 1974; effective September 12, 1974. Repealed and refiled July 22, 1977; effective August 22, 1977. 

1320-06-01-.11 Surrender of Charter or VVithdrawal. Repealed. 

(1) The proper pre~fssolve a Tennessee charter is as follows: (a) File an Intont tB-&~ 
wllh the Secretary of StalB--ptfrsuant to T.CA §§4g 1001 or 48 1002; (b) File all required tax returns along wi#! 
payment of taxes with-tho Department of Revenue. The Seoretary of State will record the Artiolos of DissolutiOl'> 
al'>d!'0r tho applicati0n-t0-wilhdraw, as the caso may be, when the Dopartmenl4Rovonuo furnishos to such-OffiG.e 
a-oertffiGation that tho corporation has paid all laxos requ~iff<re~dwb\y..'·1*H;)~art<_ffi..~FW\IOI1-b!8c 

(2) II, corporation will be required to file a return or returns, as the-Gaso may be, based on all fiscal closing&, 
Tho oxcise lax wil1-Be-based on all net ea~poratio~81dBjBG1-lo proration. Tho 
4anBi1iso tax will be determined by usin-g-tho closing near date of surrender, withdfaWal or a closing associateG 
with or immediately proceding merger, liquidation or GOnsolidation. In all cases corpGffitions must submit schodule 
ol-1kjuidation, distribution-GH:Jisposition of all assets 
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Authority: T.GA §§67-1-102(a), 48-1001, 48-1001, 48-1007, and 48-1108. Administrative History: Original rule 
certified June 7, 1974. Repealed and refiled June 22, 1977; effective August 22, 1977. Amendment filed 
November 6,1984; effective December 6,1984. 

~6 01 .13 fCodorallncome Revisions. 1320-06-01-.13 Repealed. 
All federal income revisions not previously reported must be sheWA-in the appropriate section of the tax forffi.o 

Authority: T.G.A. §67-101(2). Administrative History: Original rule certified June 7,1974. Amendment filed August 
13, 1974; effective September 12, 1974. Repealed and refiled July 22, 1977; effective August 22, 1977. 

1320-06-01-.14 Treasury Stook. Repealed. 
~urposes of computing tho franohise tax, T.CA 967 4. 904i'fG.vidos that '~d and outstanding" stook shall 
not include treasury stook. Suoh stook shall be-B*oluded lG-lhe extoffi-e.f its oost; howB\lor, treasury stock is not 10 
be exoluded in determining the filing foe for periods endin~lBre July 1, 1983. 

Examplo (1): ,II real ostate devoloper is the lossoo of a mstol building and operatos it with-roGms available for the 
use of guests on a daily basis for a Elaily oharge. Tho lease payment made by the real estato dove~ 
included in the minimum measure ol-tf\e-franchise ta)( with the multiple of 8 applied and witheut an offset for the 
payments reoeived frem motel guesl& 

E)(ample (2): "ame as (1), except that the real estate developer subleases the entire building to a motel chain 
which operates it as a moteh--+Ao-stfblease payments reooived from tho motel ohain are subrenlaJ&..to the roal 
estate developer and fIlB'/ bo offsot against the lease paymonts inBluded in the real estate developer's fraRGilise 
talHninimum measure. 

Authority: T.GA §§67-1-102(a) and 67-4-904. Administrative History: Original rule certified June 7, 1974. 
Amendment filed August 13,1974; effective Septembor 12,1974. Repealod and refiled July 22,1977; effective 
August 22, 1977. Amendment filed November 6, 1984; effective December 6, 1984. 

1320-06-01-.16 ~ Ropealed. 

All reserves and alioGations of surplus which do Ret represent definite and acoruod logalliabilities or proper 
red~Gtion8 in asset accounts must be inoluded iA-tJetermining the moasure of the franohise tm," This shall inolude 
the entire reserves for bad debts as permitted under the federal Internal Revenuo Code. Unrealized profits 
resulting from insta~n1-satos-ffem-pGfSGnal property must be inoluded as a part of surplus bul1ho fedora1-ta;<es 
thalcwotIld be duo on the roserve aooount alone, in the reported year, may be deduoto4, 

Authority: T.G.A. §67-101(2). Administrative History: Original rule certifiod June 7,1974. Amendment filed August 
13, 1974; effective September 12, 1974. Repealed and refiled July 22, 1977; effective August 22, 1977. 

1320-06-01-.19 Adjustments to ~arnings. Repealed. 

f+)- (a) S Corporations (26 U.S.C. "ootion 1 ~61 ot seq.). For purposes of the Exoise Tax Law,-S 
oorporations sha1l-oalculate theif-fJet earnings as if they had not elected S status. 

ftl) For fiscal years ending on or after July 15, 1989, corporations electing S corporation status for 
federal purposos shall oalculate net earnings for Tennessee excise tax purposes by start~ 
the oorporation's ordinary inoome reported on its federaH"e1illn and making t~ 
adc}ustments: 

1. Add inoome items passed throbll}h to sharehelders under 26 U.S.c. Seotion 13€l6-to-the 
exto~O-inoluded in federat-taxa1:JJe-.iABefHe had the Gorporation not 
eleGted S status; 

2. Subtraot 8)(pense-itoms passed throbll}h to shareholders under 26 U.".C. "eotion 1366-to 
the extent such items would be dedtlGtod-from-lBdeffil-taxabJe..if1Beme had the oorporation 
not eleotoG-S-s1a1tlsi 
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3. Any other adjustments necessary to oalculate net oarnings as though the oorporation had 
not elected S corporation status. The net earnings figure calculated above is then subject to 
the adjustrnenl&-required by T.CA §67 4 805(b). 

(c) S corporations shall include with each Tennossee exciso tax rettlffl-liJOO a copy of their Federal 
form 1120S filed wim the Internal Revenue Service for tho sarno tax year. 

(2) Investment Tax Credit Reduotion in Basis of Assets. If a corpefati<m-~irod to rodblG€l-tho basis of its 
assots for federal tax purposes becauso it has taken an investment tax oredit for foderal tax purposes,--tm; 
corporation shall a~uco the basis of its assets in tho samo manner for Tennessee excise tax purposes 

Authority: T.CA §§67-H02, 67-4-803, and 67-4-805. Administrative History: Original rule certified June 7,1974. 
Amendment filed August 13, 1974; effective September 12,1974. Repealed and refiled July 22,1977; effective 
August 22,1977. Amendment filed November 6,1984; effective December 6, 1984. Amendment filed March 9, 
1990; effective April 23, 1990. 

1320-06-01-.22 Gross Premiums Tax. Repealed. 

Ai4RBurancG companies and self insurers paying self insurers' premium tax are pormffieG-the option of oxpensing 
tha-amount of tho gross premiums tax paid to this state, or as provided by T.CA §66 4 217 take the amoHRt-of 
the gross premiums tax paid to this state as a single croGit against t~m total of franGhiso and excise taxes 
oofHJ'~TIl€l-gross premiums permitl€ld as a credit is tho tax paid based on the premiums colioctoG-+sr 
imputed premium in the Gase of self insurers) during-tfl€l-Gorresponding period covered by the franchise oxcise tax 
~ 

Authority: T.CA §§67-1-102(a), 67-4-808, and 56-4-217. Administrative History: Original rule certified June 7, 
1974. Amendment filed August 13,1974; effective September 12,1974. Repealed and refiled July 22,1977; 
effective August 22, 1977. Amendment filed November 6, 1984; effective December 6, 1984. 

1320-06-01-.24 Apportionment and AIIGGa~ Repealed. 

(1) DefiniliGR& 

(a) "Taxpay9F.-means anY-&f1.tit:y-{BorporatioA-0F-Glherwiso) dOSGl'il:lod in T.C.iI. §§67 4 90J and 67 1 
B06 and rule 132Q..~hich is subject to corporate franchise and excise taxes. 

(b) "Apportionmont~ors to the division oi'-J;}w;iR8&&-earnings betWBOfHltates by the use of a 
f_la containing apportionment lactof&c 

(c) "Allocation" refers to the assignment of non business earnings to a particHla~ 

(d) "Business aotivity" rofors to the transaotions and activity ocourring in the regular course of tho 
~r business of a taxpayer. 

(2) (3) Application Of Law: ,1lpportionment. If tfl€l-oosinoss activity in respeotto tho trade or business of a 
taxpayer occuffi-floth within an4-without this state, and if by reason 01 such business activity-#l@ 
taxpayer is ta)(3ble in another state, the portiorKlf-tho net earnings (or not loss) arising from such 
trade or business which is derived from sources within this state shall be detormineG-l:ly 
apportionment in accordance with T.G.A. §07 4 811; provided, however, that businesses wiW;h 
oome under tho provision of T.CA §07 4CS+4-through 67 4 816 shall apportion their earnings as 
set out in such sections. 

(b) /Ipplication Of baw.-AllocatioR. Any taxpayer subject to tho taxing jurisdisoon oftilie state sha~ 
allocate all 01 its nonbusiness earnings or loss within or without-lhis state in aCGo~6+
~ 

(3) Consistoncy And Uniformity In Reporting. 11+.fiiing returns with this stat€l,-fi-the taxpayer departs from or 
R+Odii'ies the manner in whioh earnings have been classifie<:.l-a&-B1Jsiness earnings or nonbUBinoss earnings in 
returns for priOf-Yoars, tho taxpayer shall disoioso-in the return for the current year tho natL!ffi..aRd e)(tont of the 
modification 
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Authority: T.e.A. §§67-1-102(a), 67-4-806, 67-4-810, 67-4-811, 67-4-814, 67-4-815, 67-4-816, and 67-4-903. 
Administrative History: Original rule certified June 7,1974. Amendment filed August 13,1974; effective 
September 12, 1977. Repealed and refiled July 22, 1977; effective August 22, 1977. Amendment filed November 
6, 1984; effective December 6, 1984. 

1320-06-01-.25 Taxable in Another StateRepealed. 

fB-kl-GBneral. UR4er T.GA §6? 4--SG9-the taxpayer is subjeot-1G4Re allooation and apportionment of its 
~fRiAgs if it has earnings from business activity that are taxable both within and will1Gtlt-lhis state. 
A taxpayer's earnings from business activity aro taxable WitOOldt this state if suoh taxpayer, by reason 
of-&lGR-busines8 aotivity (i.e., tho transactions and activity ocoldrring in the regular oourse of it&-1fage 
~i8 taxable in another slate-within tho meaning of §6? 4 809 (b). A taxpayer is taxai:lJe 
within another state if it meets either of t'll9-te8t8: (a) If by-ffiGSSn of business aotivity j~B 
the ta)(payer is subjeot to ene of the types of taxes spBGffied in §67 4 809 (b)(1), namely: a net irn;emB 
tax, a franohise tax measured by notinoome, a franchise tax for the privilege of doing business, or.a 
corporato stool< tax; or (b) If by rsawn of such business aotivity another state has jurisdiction to 
subject tho taxpayGHo-a-not income tax, regardloss of whether or not the stato-impo8os suoh a tax on 
ihe-taxpayor. A taxpayer is not t3lwble in another state wi1A-feBpoct to its regular trade of business 
merely because the taxpayer oonducts aotivities in such other state pertaining to tho produotion of 
oonbusinoss oarniH§&.-

(2) Taxable in Another State: When a Ta)(payer is "Subject To" a Tax Under §67 4 809 (b)(1 ). 

(a) JI, laxjda-yor is "subjeot to" one of the taxes specified in §@? 4 809 (b)(1) if it c~ 
aGiivities in such state and such states imposes such a tax thoreon. Any taxpayer which.assorts 
that it is subjeot to one of the taxe8 speoified in S67 4 809(b)(1) in another state shall f-bfffiisR-le 
the Commissioner of ReVBntJ{) of this stato upon his request evidenco to support such assertiol1. 
Tho Commissioner of RO'Jomlo of this stato may request that such ovidenoe inolude prooJ...that...lhG 
taxpay~r has filed the requisite tax return in such ether state and has paid any taxes if1"l.POSB4 
unGer tho iaw-ef such othor stato; tho taxpayer's failure to produco suell- proof may be taken into 
aocount in dOJerm~-hB-taxpayer in fact is subject to on04 the taxes specified.ffi-§6+-
4-llW (b)(1) in such other state. 

~e taxpayer vol~ntarily fil08 and pays a_more of s\dGJ+taxos when not requirod-tB-do so by 
tho laws of that state or pays a-mffiimal-Jee..fe.r qualification, organi;,at~~ 
doing business in that stato, but 

1. does not aotually engage in b6lSiness aotivities in that slate, or 

2. does actually engage in some business aotivlty, 001 sufJieient for nexus, and tho minimum 
tax bears no-ffilation to the taxpayer's business activitios within suoh state, tho taxpayer Is 
not "subject to" ona of the taxes speoified within tho meaning of sa? 4 809 (b)(1 ). 

Example: State /" has a corporation franchise tax measured by not inoome, for the priviloge-Gl 
doinjJ"businoss in that stato. Corporation X files a return and pays the $50 minimum tax, although 
it-Garries on no business activities in State /\. Corporation X is not "taxable" in State A. 

(8) Tho-GOAGOpt of ta)moility in another state is basod upon the premiso that every state in which the 
taxpayer is engaged in busir>es&activities may impose an income t3)( even though ev~Je 
does not to so. In states which do-oot,BthOf-types of taxes may be imposed~itule for an 
income tax. Thorofore, onty .. lflOse taxes enllfAerated in §67 4 809 (b)(1) which may be 
considered as basically rovenue raising rather than regulalery measures shall be considered in 
determinlng-vvhethor the taxpayer is "subjeot to" one of the taxos speoified in §67 4 809 (b)(1) in 
anotho~ 

Example I: Stato A requires alHmffiesidont corporations which qualify-0r register in State A to pay 
to the Socretary of State an annual liconse foo or tax4Br tho privile.gB-Bf..BGing business iR-too 
state rogardless of whether tho privilege is in fact exercised. Tho amount·paid is determinod 
acoording to the total authorized capital stool< of tho oorporation; the ratoS-aFe progressively 
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higher by bracketed amounts. The statute sets a minimum feo of $50 and a maximum fee of 
$500. Failure to pal' the tax bars a corpor~OA-from utiliz~Bflforcement of its 
rights. State A also imposes a corporation income tax. ~JGnrosident CorporatiGA-X-is qualified in 
Stato A and pays the required fee to the Secretary of State but does not carryon any business 
activity in State A (although it may utilize the Gourts of State A). Corporation X is not "taxable" in 
Stato A. 

Example 2: Same facts as Example 1. except Ihat Corporatiofl-X-is-Bllilject to and pays tho 
oorporation income tax. Payment is prima facie oviclef\Ge-that Corporation X is "subject to" the net 
income tax of State A and is "tm(able" in State A. 

Example 3: Slate B requiros all nonresident corporations qtlalified or registered in-13tate B to pay 
to tho Secretary of Stato an annua~t-fee or to)( for doing buBffioss-in tho state. The base of 
the-1'ee or tax is the-stfrn of (i) outstaAtling capital stook, and (ii) surplus and uRdlvidod profits. The 
fee or tax base attributable to State B is dotermined by a throe factor apportionment-J.orimiiao 
Nonrosident Corporation X which operates a plant in Stato B, pays the required foe or tax to the 
8eGfetafy-Gf State. Corporation X is "ta)(ablo"' +n State B. 

Example 4: Siate /I has a corporation franchiso t3)C measured by nei income for privilege of~ 
business in that State. Corporation X filos a return based upon its business activities in tho state 
Wt-the amobfAt-ej. computed liability is loss than the miAimum taK Corporatien X pays the 
~Corporati0n X is subjeot~tate A's corporation franohise ~ 

(3) Taxable in /\nother Stat~8n a State Has Jurisdiction to Subject a Taxpayer to a Net Income Ta)(. 
The socofld-ta&t, thai in §67 1 809(b)(2), applies if tho ta)(payer's business activity is suffioient to W¥S 
tho state iWisdiction to impose a net income tax by reason of such business activity under tho 
Constitution and statutes of tho United States. Jurisdiction to tax is not present-whero tho state is 
prohibited from-imposing-tOO~by reason of tho provisions of Public Law 86 272, 15 U.S.CA §§dg1 
d<l&.-+f1. the case of any "state" as defined in §67 4 804 (a)(7) othBf-tha!+-a-state of tho United Stata&-er 
political subdivision of such state, the determination of whet~uGh "state" has jurisdiction to subjoct 
tho taxpayer to a not income tax shall bCHllade as though the j~dardG appliGafilB-ffi-a 
stata-of the United States applied in tflat "state." Il-jurisdictiBn is otherwise-prosent,s;JBl1-"stata"'-is--oot 
considered as without jt!fisdtction by reason oWhe provisions of a treaty between +hBt stat a and the 
United Stata& 

Example: Corporation X is actively engaged-ffi-manufacturing far~-ar14 in foreign 
wootry B. Both State /I and foreign country B imposo a net income t3)( but foreign country 1i>-8Jwmpts 
corporations engaged in manufacturiAj] farm equipment. Corporation X is-subject to tho jurisdiotierl-oi' 
State A and foreign country B. 

Authority: T.C.A. §§67-1-102(a), 67-4-804, and 67-4-809. Administrative History: Original rule certified Juno 7, 
1974. Repealed and refiled July 22, 1977; effective August 22, 1977. Amendment filed November 6, 1984; 
effective Decombor 6, 1984. 

1320-06-01-.37 Estimated Payments of Excise TaxRepealed 

(+)-Every corporation required by the prov~17 to make estimated quarterly 
payments of the exoise tax, on or before tho fifteenth (15th) day of the foofth (4th) month of its taxaele 
year, shali-filo a declaration of its estima1otl-BXGise tax in Tennessee for tho taxable year. The 
doolaration of-estimated excise tax shall bo an amount equal to the lessor of eighty porcent (80%) of 
thB-total e)(ciso tax liability shown on the corporation's ~ted anntlal-return to be due for the 
corporation's current taxable year or the total 8)cciso tax liability shown on tflB-Borporation'g completed 
~urn to be dtte-for the corporatioA's-f'receding taxablo-yGa+-4"twei¥e (12) montR&c 

(2) The estimatoEi excise tax payment, as required by the provisions of T.C.A. §67 4 817,shall be an 
amount not los8 than \he-IoBOOH# 

(3) tho total exoise tax liability showfl-Ofl-1Ao return of the corporation fm tho preceding taxal:>1e 
year, or 
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(B) eighty peroent (80%) of tho total oxcise tax liability shGWft-Bf\-tfle-return for the ourrent taxable 
~ 

(3) In tho ovent that the oor~mpl8ted annual return for the cerporation's proooding taxable yoar 
oovor8 a period of less than twelve (12) months, the exoise tax due in suoh r8tur~~~ 
in order to delomline the amount to be paid IvJlil eaoh ~uarterly estimated payment. 

€Jffimple: For tho five month period beginning August 1, 198(l and ending Deoombor 31, 1986,-I:As 
exoise tax oomputed amounted to $1,500. This amount must be annua~iG4etoHRinB-a 
minimum basis for the estimated annual tax liability for the twelve (12) months beginning January 1, 
+987 and ending Dooember 31, 1987. CorRfltltalions are as follows: 

$1.500 (tax liability) x 12 $~600 (estimatod annualliabiJityt 
§..(lalcfleRGd in m ontAs1 

$3,600 (oslimatod-annuai-Jiability) $9oa+;ruarlorly osHmated payment) 
4 

The tota(Q)(cise tax payment for the calendar year 1-9&7-would have to be $~600 as computed above 
or 80% of the-aGtual calendar yoar 19&7 exoise tax liability,whishever is loss, to avoid accrual of 
~rest for iAstH-ficiont paylTl€fl.h 

in-the evonl-tAat the return to be duo for tho corporation's current taxable year is to OOver-a-pel'iGd-Bi' 
less than twelvo (12) month&-s98-fulo 1320 6 1 .05(3). 

(4) Estimated exoise tax-payment so detorminod shall be made by paying one fourth (1/4) of tho 
estimated amount on the fiftoenll+(-1-i3th) day of the fourth (4th) month of tho-&b!ffont tmcable year, ono 
10urth (114) of the estimated amount on tho fifteenth (15th) day of tho sevonth (7th) montf+-of-ffie 
current taxable year, one fourth (1/4) of the estimated amount on thecfittoon#l (16th) day-of-lhe-iGAth 
\-14t~taxabI8 year, and ono fourth (1/'\)-of-the estimaiod amo~the fifteenth 
(15th) day of the lifst-rm:mlh of the subsequ8A~tmcable year. 

(6) All estimaiod Qxcise tax payments must oe aCGom-paniod by the Tennessee estimated oxciso-tax 
doclaration or a GOpy thereof. 

Authority: T.C.A. §§67-1-102 and 67-4-817. Administrative History: Original rule filed July 22,1977; effective 
August 22, 1977. Amendment filed November 6, 1984; effective December 6, 1984. Amendment filed March 9, 
1990; effective April 23, 1990. 

1320-06-01-.39 Deduction from tR€-Measure of the Franchiso TaJ( Base for Stool< Held in Another Corporation. 
Repealed. 
AB-provided by T.C.A. §()7 4 905(0), tho value of stoci< held by any corporation in any other corporation payiRfj 
tile- franohiso tax and aotually doing business in this state shall be deduoted from the measure oj the jra~lalc 
of the first c0fporation. The value of the stool< to be deducted is the amount at wglGA-the-stOGI< is stated on tho 
books and records of the-f.if&t oorporation in 30cordanBe-With generally aooepted accounting principles. If a 
Gorporaiion is a financial institution member of a unitary business as defined in-T.CA §@7 1 801, the member 
may deduot the value of stook held in any other corporation, inoluding another member of the group, il the other 
corporation or other member is paying the frano~e tax and actually doing business in Tennessee. 

Authority: T.C.A. §§67-1-102 and 67-4-905(b). Administrative History: Original rule filed September 4, 1992; 
effective December 29, 1992. 
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Chapter 1320-01-02 Taxpayer Remedies for Disputed Taxes 
Rule 1320-01-02-.01 Repealed; Rule 1320-01-02-.05 Request for Informal Conference 

Chapter 1320-02-01 Tax Enforcement Procedures Act 
Rule 1320-02-01-.43 Assessment by Commissioner 

Chapter 1320-04-05 Business Tax Rules and Regulations 
Rule 1320-04-05-.08 Computation ofTax; Rule 1320-04-05-.09 Construction Contractors and Exterminators; Rule 1320-04-05-.11 
Repealed; Rule 1320-04-05-.12 Deductions from Gross Sales; Rule 1320-04-05-.13 Definitions - General; Rule 1320-04-05-.14 
Distribution from Warehouse or Other Central Location; Rule 1320-04-05-.15 Dominant Business AcUvity Defined for Classification 
Purposes; Rule 1320-04-05-.27 Local Adoption of Business Tax; Rule 1320-04-05-.28 Locations and Outlets - Operations in Other 
Localities; Rule 1320-04-05-.30 Tax Due Date - Delinquency Tax Periods; Rule 1320-04-05-.36 Persons Exempt from Business Tax; 
Rule 1320-04-05-.37 Repealed; Rule 1320-04-05-.41 Real Estate Sales and Rentals; Rule 1320-04-05-.42 PreseNation of Records; 
Rule 1320-04-05-.47 Sales for Resale; Rule 1320-04-05-.53 Taxpayers' Returns and Records; Rule 1320-04-05-.57 Transfer of License; 
Rule 1320-04-05-.60 Repealed; Rule 1320-04-05-.61 Antique Malls, Flea Markets, Craft Shows, Antique Shows, Gun Shows, and Auto 
Shows 

Chapter 1320-05-01 State Sales and Use Tax Rules 
Rule 1320-05-01-.12 Repealed; Rule 1320-05-01-.26 Hospitals and Sanitariurns; Rule 1320-05-01-.27 Installation Sales; Rule 1320-05-
01-.36 Boarding Institutions; Rule 1320-05-01-.48 Photographs, Photostats, Blue Prints, Etc.; Rule 1320-05-01-.63 Registration 
Certificate; Rule 1320-05-01-.64 Repealed; Rule 1320-05-01-.67 Printing Industry; Rule 1320-05-01-.74 Taxpayer Reports; Rule 1320-
05-01-.90 Billing of Sales and Use Tax; Rule 1320-05-01-.105 Repealed; Rule 1320-05-01-.106 Industrial Machinery; Rule 1320-05-01-
.107 Electricity; Rule 1320-05-01-.115 Sales Tax on Arnusernent or Recreation Activity; Rule 1320-05-01-.116 Membership Sports and 
Recreation Clubs; Rule 1320-05-01-.121 Free, Complirnentary, or Reduced Dues, Fees, or Admission Charges; Rule 1320-05-01-.122 
Entering or Engaging in Amusement or Recreational Activity; Rule 1320-05-01-.127 Repealed; Rule 1320-05-01-.128 Research and 
Development 

Chapter 1320-06-01 Francllise and Excise Tax Rules and Regulations 
Rule 1320-06-01-.02 Due Date; Rule 1320-06-01-.04 Repealed; Rule 1320-06-01-.05 Repealed; Rule 1320-06-01-.06 Repealed; Rule 
1320-06-01-.08 Repealed; Rule 1320-06-01-.09 Repealed; Rule 1320-06-01-.10 Repealed; Rule 1320-06-01-.11 Repealed; Rule 1320-
06-01-.13 Repealed; Rule 1320-06-01-.14 Repealed; Rule 1320-06-01-.15 Indebtedness - Adequacy of Capital; Rule 1320-06-01-.16 
Repealed; Rule 1320-06-01-.18 Minimum Measure of Franchise Tax; Rule 1320-06-01-.19 Repealed; Rule 1320-06-01-.20 Actual 
Charitable Contributions; Rule 1320-06-01-.21 Loss Carryovers; Rule 1320-06-01-.22 Repealed; Rule 1320-06-01-.23 Business and 
Nonbusiness Earnings; Rule 1320-06-01-.24 Repealed; Rule 1320-06-01-.25 Repealed; Rule 1320-06-01-.27 Property Factor; Rule 
1320-06-01-.28 Property Factor - Valuation; Rule 1320-06-01-.29 Property Factor - Averaging Property Values; Rule 1320-06-01-.30 
Payroll Factor; Rule 1320-06-01-.31 Payroll Factor - Compensation Paid in this State; Rule 1320-06-01-.32 Sales Factor; Rule 1320-06-
01-.33 Sales Factor - Sales ofTangible Personal Property; Rule 1320-06-01-.34 Sales Factor- Qualified Member of a Qualified Group; 
Rule 1320-06-01-.35 Variances; Rule 1320-06-01-.37 Repealed; Rule 1320-06-01-.38 Constructing or Improving Real Property - Special 
Apportionment Rules; Rule 1320-06-01-.39 Repealed; Rule 1320-06-01-.40 Disregarded Entities; Rule 1320-06-01-.41 Series Limited 
Liability Companies; Rule 1320-06-01-.42 Sales Factor - Sales Other than Sales ofTangible Personal Property in this State 

All rulemaking hearing rules provided for herein have been examined by the Attorney General and Reporter of the State ofTennessee 
and are approved as to legality pursuant to the provisions of the Administrative Procedures Act, Tennessee Code Annotated, Title 4, 
Chapter 5. 

11' 
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Attorney General an 

{pI].., &.{t. 
I Date 

Filed With the Department of State on: -----'c."41 "":2,,,8+1 '-'11"",, _______ _ 

Effective on: --~jLjI--"'J"'(041.u11.r-"+-7"tJltdl-____ -----

~J 
~ Tre Hargett 

Secretary of State 
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* If a roll-call vote was necessary, the vote by the Agency on these rulemaking hearing rules was as follows: 

Board Member Aye No Abstain Absent Signature 
(if required) 

Not Applicable 

I certify that this is an accurate and complete copy of rulemaking hearing rules, lawfully promulgated and adopted by 
the Tennessee Department of Revenue on 04/26/16 ,and is in compliance 
with the provisions of T.CA § 4-5-222. 

I further certify the following: 

Notice of Rulemaking Hearing filed with the Department of State on: 02/25/2016 

Rulemaking Hearing(s) Conducted on: (add more dates). 04/26/2016 

Name of Officer: Richard H. Roberts 
~~~~~~~------------------------

Title of Officer: --"'C"'o"'m.::m"'i"'s"'sic=0:..:ne"'r'--_____________ _ 

Subscribed and sworn to before me on: -k~fJ2:lJl~~~~~ 
Notary Public Signature: 

My commission expires on: _-'-'-_"--''--~~:~l-'-IOONl''"ffE'IX_S"SvE-.E---.:-l___'!i'----
- , thrAi'l? • i!' 
~1rr ~~ PUQb!G ~~ l 
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G.O.C. STAFF RULE ABSTRACT 

AGENCY: 

SUBJECT: 

STATUTORY AUTHORITY: 

EFFECTIVE DATES: 

FISCAL IMPACT: 

STAFF RULE ABSTRACT: 

Department of Finance and Administration, Bureau 
of TennCare 

TennCare. Standard; Definitions 

Tenn. Code Ann., Sections 71-5-105 and 71-5-109 

September 28,2016, through June 30,2017 

None 

The rulemaking hearing rule amends the definition 
of Durable Medical Equipment (DME). The 
amendment clarifies the existing definition of DME 
by deleting the restrictive language that DME is 
used in the person's home and specifying that DME 
is suitable for any non-institutional setting where 
everyday life activities occur. 
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Public Hearing Comments 

One copy of a document containing responses to comments made at the public hearing must accompany the 
filing pursuant to T.C.A. § 4-5-222. Agencies shall include only their responses to public hearing comments, 
which can be summarized. No letters of inquiry from parties questioning the rule will be accepted. When no 
comments are received at the public hearing, the agency need only draft a memorandum stating such and include 
it with the Rulemaking Hearing Rule filing. Minutes of the meeting will not be accepted. Transcripts are not 
acceptable. 

Comment: 

Response: 

Comment: 

Response: 

Commenter with the Opens Arms Care Corporation stated in a handout at the hearing and an e
mail that the revision is of concern to the private ICFfIID providers because it essentially rules 
out the utilization of DME services paid by the individual's TennCare MCO, except where there is 
customization and instead shifts the burden to the private ICFfIID. Individuals served by ICFJlID 
providers typically have co-occurring health and physical challenges which require the use of 
durable medical equipment. It is not uncommon for many of the individuals utilizing ICF/IID 
services to require wheelchairs (power, manual and all seating components) and repairs, oxygen 
concentrators, CPAP machines, hospital beds, enteral feeding, infusion pumps, glucose 
monitors, communication devices, walkers, canes, crutches, non custom orthotics/prosthetics 
(including knee immobilizers, AFO's back braces, compression stockings, hand splints, walking 
boots, cervical collars, etc), shower chairs, and mechanical lifts; which could cost an agency 
tens of thousands per person in any given year. 

The commenter also stated that it was difficult to surmise what specific financial impact ICF/IID 
providers will assume as a result of this alteration in State Policy, it is clear that additional cash 
flow challenges will be created. The ICF/IID cost reimbursement rate structure is designed to 
provide allowable reimbursements for expenses; which providers have incurred in provision of 
services. However, there is an intrinsic lag time in formulation of rates which can cause 
significant cash flow challenges for providers who assume sizeable cost increases in any given 
year. 

Thank you for your comments of February 3, 2016, and February 5, 2016, on the above
referenced rules pertaining to the definition of durable medical equipment in the TennCare 
program. After reviewing and considering comments received from you and others, we have 
revised the language in the proposed rule. We hope this revision clarifies the intent of the 
rule, and its applicability in various types of settings. We appreciate the services your 
organization provides to Tennesseans with disabilities, and we appreciate your participation 
in the rulemaking process. 

A commenter with the Department of Intellectual & Developmental Disabilities requested that 
additional language "wheelchair seating systems" be inserted in the rule to clarify that both 
wheelchairs (i.e., the frame, support components, and power controls) and wheelchair seating 
systems can both be customized to meet individual needs. 

The commenter also requested that additional language "are individually measured and 
selected" be added to Subparagraph (b) to account for DME items that are recommended for 
a member based on an evaluation of his/her individual or unique positioning, support or mobility 
needs, but may be commercially available as opposed to custom-made. 

Thank you for your comments of February 5, 2016, on the rule pertaining to the definition of 
durable medical equipment in the TennCare program. After reviewing and considering 
comments received from you and others, we have revised the language in the proposed rule 
to incorporate your input. We hope this revision clarifies the intent and applicability of the 
rule. We appreciate our partnership with the Department of Intellectual & Developmental 
Disabilities as we seek to provide high-quality care to Tennesseans with disabilities. 
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Regulatory Flexibility Addendum 
Pursuant to T.GA §§ 4-5-401 through 4-5-404, prior to initiating the rule making process as described in T.GA 
§ 4-5-202(a)(3) and T.GA § 4-5-202(a), all agencies shall conduct a review of whether a proposed rule or rule 
affects small businesses. 

The rule is not anticipated to have an effect on small businesses. 
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Impact on Local Governments 

Pursuant to T.CA §§ 4-5-220 and 4-5-228 "any rule proposed to be promulgated shall state in a simple 
declarative sentence, without additional comments on the merits of the policy of the rules or regulation, whether 
the rule or regulation may have a projected impact on local governments." (See Public Chapter Number 1070 
(http://state.tn.us/sos/acts/106/pub/pc1070.pdf) of the 2010 Session of the General Assembly) 

The rule is not anticipated to have an impact on local governments. 
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Additional Information Required by Joint Government Operations Committee 

All agencies, upon filing a rule, must also submit the following pursuant to T.CA § 4-5-226(i)(1). 

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

This Rule is being promulgated to amend the definition of Durable Medical Equipment (DME). The amendment 
clarifies the existing definition of DME by deleting the restrictive language that DME is used in the person's 
home and specifying that DME is suitable for any non-institutional setting where everyday life activities occur. 

(6) A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promulgation of such rule or establishing guidelines relevant thereto; 

I The Rule is lawfully adopted by the Bureau ofTennCare in accordance with §§ 4-5-202,71-5-105 and 71-5-109. I 
(C) Identification of persons, organizations, corporations or governmental entities most directly affected by this 

rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; 

The persons and entities most directly affected by this Rule are the TennCare enrollees, providers, and 
managed care contractors. The governmental entity most directly affected by these Rules is the Bureau of 
TennCare, Tennessee Department of Finance and Administration. 

(D) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates 
to the rule; 

I The Rule was approved by the Tennessee Attorney General. No additional opinion was given or requested. 

(E) An estimate of the probable increase or decrease in state and local government revenues and 
expenditures, if any, resulting from the promulgation of this rule, and assumptions and reasoning upon 
which the estimate is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact 
is more than two percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), 
whichever is less; 

The promulgation of this rule is not expected to have an effect on state and local government revenues and 
ex enditures. 

(F) Identification of the appropriate agency representative or representatives, possessing sUbstantial 
knowledge and understanding of the rule; 

I John G. (Gabe) Roberts 
General Counsel 

(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 
scheduled meeting of the committees; 

I John G. (Gabe) Roberts 
General Counsel 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

310 Great Circle Road 
Nashville, TN 37243 
(615) 507-6936 
gabe.roberts@tn.qov 
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(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

GW10216008 
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Department of State 
Division of Publications 
312 Rosa L. Parks Avenue, 8th Floor SnodgrasslTN Tower 
Nashville, TN 37243 
Phone: 615-741-2650 
Email: publications.information@tn.qov 

For Department of State Use Only 

Seq uence Number: ----"Q""Gu9c-"';!S"'-.:-::.li"-\ ""-_ 

Ru Ie I D( s): _-"(""";;1"'\,,,,0'---__ 

File Date: (" 130\ II .. 
Effective Date: 

Rulemaking Hearing Rule(s) Filing Form 
Rulemaking Hearing Rules are rules filed after and as a result of a rulemaking hearing (Tenn. Code Ann. § 4-5~205). 

Pursuant to Tenn. Code Ann. § 4-5-229, any new fee or fee increase promulgated by state agency rule shalf take effect on July 1, following 
the expiration of the ninety (90) day period as provided in § 4-5-207. This section shall not apply to rules that implement new fees or fee 
increases that are promulgated as emergency rules pursuant to § 4-5-208(a) and to subsequent rules that make permanent such emergency 
rules, as amended during the rufemaking process. In addition, this section shall not apply to state agencies that did not, during the preceding 
two (2) fiscal years, collect fees in an amount sufficient to pay the cost of operating the board, commission or entity in accordance with § 4~29~ 
121 (b). 

!AgencyTBoard/Commission:TTennessee Departmentoi·Finance and i········ .................... ······Divlslol'l:li3l1reauof T en nCare .. . . 

;----

i, 

. .. ··· •• ·•• •• c:Cll1tac(F'ersCln:JGeorge\tV()ods . 
_ ... _ft.cldress:j310Great Circle Road 

Zip:J37243 
~h()l1e:i (615)567=6446·············· ...... . 

..... _ .. _El11ail:tgeorge,woods@tn,gov 

Revision Type (check all that apply): 
X Amendment 

New 
Repeal 

Rule(s) Revised (ALL chapters and rules contained in filing must be listed here. If needed, copy and paste 
additional tables to accommodate multiple chapters. Please enter only ONE Rule Number/Rule Title per row) 

<=c----;----~~--,--;; ..... ------.. -- .. ---.. --
~rter Number Chapter Title _____ ._. ___ . 

1200 13 14 TennCare Standard 
RuTe-Nu~ber 
U200-13-14-.01 

_~ule Title'-_ .. _____ ........ ___ ._ . __ ._ .... _ 
Definitions 

- -~ .••.. -~~ 
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RULES 
OF 

TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION 
BUREAU OF TENNCARE 

CHAPTER 1200-13-14 
TENNCARESTANDARD 

1200-13-14-.01 DEFINITIONS. 

(44) DURABLE MEDICAL EQUIPMENT (DME) shall mean equipment that can stand repeated use, 
is primarily and customarily used to serve a medical purpose, generally is not useful to a person 
in the absence of an illness or injury, is suitable for use in any non-institutional setting in which 
everyday life activities take place apprepriate fer and used in the patient's home, and is related 
to the patient's physical disorder. An institution is not Gonsidered a patient's or member's home 
if it meets the definition of a hospital or skilled !aGility, Orthotics and prosthetic devices, and 
artificial limbs and eyes are considered DME. Non-institutional settings do not include a 
hospital or nursing facility (NF). Routine DME items, including but not limited to wheelchairs 
(except as defined below), walkers, hospital beds, canes, commodes, traction eguipment, 
suction machines, patient lifts, weight scales, and other items provided to a member receiving 
services in a NF that are within the scope of per diem reimbursement for NF services shall not 
be covered or reimbursable under the Medicaid program separate and apart from payment for 
the NF service. Customized orthotics, prosthetics, wheelchairs, wheelchair seating systems, 
and other items that are beyond the scope of Medicaid reimbursement for NF services shall be 
covered by the member's managed care organization, so long as such items: 

(a) are medically necessary for the continuous care of a member; and 

(b) must be custom-made or modified or may be commercially available, but must be 
individually measured and selected to address the member's unigue and permanent 
medical need for positioning, support or mobility; and 

(c) are solely for the use of that member and not for other NF residents. 

GW10116125 
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". <-

I certify that this is an accurate and complete copy of rulemaking hearing rules, lawfully promulgated and adopted 
by the Tennessee Department of Finance and Administration (board/commission/ other 
authority) on 0'5 (17 (20110 (mm/dd/yyyy), and is in compliance with the provisions of T.C.A. § 4-5-222. 

, ' 
I further certify the following: 

Notice of Rulemaking Hearing filed with the Department of State on: 12109115 

Rulemaking Hearing(s) Conducted on: (add more dates). 02103116 

Date: ___ --;O,1':"=-jPC'-II-'-t-/?P'--':-/"'----__________ _ 

Signature: ------"\~V=-~9-F-' -"C..LA--"-__________ _ 

Name of Officer: Darin J. Gordon 
Director, Bureau of TennCare 

Title of Officer: Tennessee Department of Finance and Administration 

~!l?~:::: .. , ... ::~~t!~~'SCribed and sworn to before me on: __ A.,---:<r"-+-f...!7-iJc..:! 0\,--' :.:,l!+I-'--Go ________ _ 

Notary Public Signature: -~fr::-,;;;;c=--'='i';-'a<Lc_'_e.'-;-tf-L----------
My commission expires on: ___ -"'t""u+l_I-'.8-fI.J.OlL>' -",(,-,-)/-"£&,,,' ________ _ 

, i 

All rulemaking hearing rules provided for herein have been examined by the Attorney General and Reporter of the 
State of Tennessee and are approved as to legality pursuant to the provisions of the Administrative Procedures 
Act, Tennessee Code Annotated, Title 4, Chapter 5. 

Department of State Use Only 

le __ L _ "-.::, 
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. S ery III 
Attorney General and eporter 

tlU'~Ic.. 
7 } Date 

Filed with the Department of State on: ____ (,"-tI_S<.>tlq\I"'t."---_______ _ 

Effective on: ---"\--'+'5Z.dt~14"i~h.,-~-, ____ _ 
7 Tre Hargett 

Secretary of State 
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G.O.C. STAFF RULE ABSTRACT 

AGENCY: 

SUBJECT: 

STATUTORY AUTHORITY: 

EFFECTIVE DATES: 

FISCAL IMPACT: 

STAFF RULE ABSTRACT: 

Department of Finance and Administration, Bureau 
of TennCare 

TennCare Medicaid; Definitions 

Tenn. Code Ann., Sections 71-5-105 and 71-5-109 

September 28, 2016, through June 30, 2017 

None 

The rulemaking hearing rule amends the definition 
of Durable Medical Equipment (DME). The 
amendment clarifies the existing definition of DME 
by deleting the restrictive language that DME is 
used in the person's home and specifying that DME 
is suitable for any non-institutional setting where 
everyday life activities occur. 
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Public Hearing Comments 

One copy of a document containing responses to comments made at the public hearing must accompany the 
filing pursuant to T.CA § 4-5-222. Agencies shall include only their responses to public hearing comments, 
which can be summarized. No letters of inquiry from parties questioning the rule will be accepted. When no 
comments are received at the public hearing, the agency need only draft a memorandum stating such and include 
it with the Rulemaking Hearing Rule filing. Minutes of the meeting will not be accepted. Transcripts are not 
acceptable. 

Comment: 

Response: 

Comment: 

Response: 

Commenter with the Opens Arms Care Corporation stated in a handout at the hearing and an e
mail that the revision is of concern to the private ICFIIID providers because it essentially rules 
out the utilization of DME services paid by the individual's TennCare MCO, except where there is 
customization and instead shifts the burden to the private ICF/IID. Individuals served by ICFIIID 
providers typically have co-occurring health and physical challenges which require the use of 
durable medical equipment. It is not uncommon for many of the individuals utilizing ICFIIID 
services to require wheelchairs (power, manual and all seating components) and repairs, oxygen 
concentrators, CPAP machines, hospital beds, enteral feeding, infusion pumps, glucose monitors, 
communication devices, walkers, canes, crutches, non custom orthotics/prosthetics 
(including knee immobilizers, AFO's back braces, compression stockings, hand splints, walking 
boots, cervical collars, etc), shower chairs, and mechanical lifts; which could cost an agency 
tens of thousands per person in any given year. 

The commenter also stated that it was difficult to surmise what specific financial impact ICFIIID 
providers will assume as a result of this alteration in State Policy, it is clear that additional cash 
flow challenges will be created. The ICFIIID cost reimbursement rate structure is designed to 
provide allowable reimbursements for expenses; which providers have incurred in provision of 
services. However, there is an intrinsic lag time in formulation of rates which can cause 
significant cash flow challenges for providers who assume sizeable cost increases in any given 
year. 

Thank you for your comments of February 3, 2016, and February 5, 2016, on the above
referenced rules pertaining to the definition of durable medical equipment in the TennCare 
program. After reviewing and considering comments received from you and others, we have 
revised the language in the proposed rule. We hope this revision clarifies the intent of the 
rule, and its applicability in various types of settings. We appreciate the services your 
organization provides to Tennesseans with disabilities, and we appreciate your participation 
in the rulemaking process. 

A commenter with the Department of Intellectual & Developmental Disabilities requested that 
additional language "wheelchair seating systems" be inserted in the rule to clarify that both 
wheelchairs (I.e., the frame, support components, and power controls) and wheelchair seating 
systems can both be customized to meet individual needs. 

The commenter also requested that additional language "are individually measured and 
selected" be added to Subparagraph (b) to account for DME items that" are recommended for 
a member based on an evaluation of his/her individual or unique positioning, support or mobility 
needs, but may be commercially available as opposed to custom-made. 

Thank you for your comments of February 5, 2016, on the rule pertaining to the definition of 
durable medical equipment in the TennCare program. After reviewing and considering 
comments received from you and others, we have revised the language in the proposed rule 
to incorporate your input. We hope this revision clarifies the intent and applicability of the 
rule. We appreciate our partnership with the Department of Intellectual & Developmental 
Disabilities as we seek to provide high-quality care to Tennesseans with disabilities. 
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Regulatory Flexibility Addendum 
Pursuant to T.GA §§ 4-5-401 through 4-5-404, prior to initiating the rule making process as described in T.GA 
§ 4-5-202(a)(3) and T.GA § 4-5-202(a), all agencies shall conduct a review of whether a proposed rule or rule 
affects small businesses. 

The rule is not anticipated to have an effect on small businesses. 
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Impact on Local Governments 

Pursuant to T.CA §§ 4-5-220 and 4-5-228 "any rule proposed to be promulgated shall state in a simple 
declarative sentence, without additional comments on the merits of the policy of the rules or regulation, whether 
the rule or regulation may have a projected impact on local governments." (See Public Chapter Number 1070 
(http://state.tn.us/sos/acts/106/pub/pc1070.pdf) of the 2010 Session of the General Assembly) 

The rule is not anticipated to have an impact on local governments. 
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Additional Information Required by Joint Government Operations Committee 

All agencies, upon filing a rule, must also submit the following pursuant to T.CA § 4-5-226(i)(1). 

(A) A brief summary of the rule and a description of all relevant changes in previous regulations effectuated by 
such rule; 

The Rule is being promulgated to amend the definition of Durable Medical Equipment (DME). The amendment 
clarifies the existing definition of DME by deleting the restrictive language that DME is used in the person's 
home and specifying that DME is suitable for any non-institutional setting where everyday life activities occur. 

(B) A citation to and brief description of any federal law or regulation or any state law or regulation mandating 
promulgation of such rule or establishing guidelines relevant thereto; 

I The Rule is lawfully adopted by the Bureau of TennCare in accordance with §§ 4-5-202, 71-5-105 and 71-5-109. I 

(C) Identification of persons, organizations, corporations or governmental entities most directly affected by this 
rule, and whether those persons, organizations, corporations or governmental entities urge adoption or 
rejection of this rule; 

The persons and entities most directly affected by this Rule are the TennCare enrollees, providers, and 
managed care contractors. The governmental entity most directly affected by this Rule is the Bureau of 
TennCare, Tennessee Department of Finance and Administration. 

(D) Identification of any opinions of the attorney general and reporter or any judicial ruling that directly relates 
to the rule; 

I The Rule was approved by the Tennessee Attorney ·General. No additional opinion was given or requested. 

(E) An estimate of the probable increase or decrease in state and local government revenues and 
expenditures, if any, resulting from the promulgation of this rule, and assumptions and reasoning upon 
which the estimate is based. An agency shall not state that the fiscal impact is minimal if the fiscal impact 
is more than two percent (2%) of the agency's annual budget or five hundred thousand dollars ($500,000), 
whichever is less; 

The promulgation of this rule is not anticipated to have an effect on state and local governrnent revenues and 
ex enditures. 

(F) Identification of the appropriate agency representative or representatives, possessing substantial 
knowledge and understanding of the rule; 

I John G. (Gabe) Roberts 
General Counsel 

(G) Identification of the appropriate agency representative or representatives who will explain the rule at a 
scheduled meeting of the committees; 

I John G. (Gabe) Roberts 
General Counsel 

(H) Office address, telephone number, and email address of the agency representative or representatives who 
will explain the rule at a scheduled meeting of the committees; and 

310 Great Circle Road 
Nashville, TN 37243 
(615) 507-6936 
!-labe. roberts@jtn.!-lov 
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(I) Any additional information relevant to the rule proposed for continuation that the committee requests. 

GW10116008 
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RULES 
OF 

TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION 
BUREAU OF TENNCARE 

CHAPTER 1200-13-13 
TENNCARE MEDICAID 

1200-13-13-.01 DEFINITIONS. 

(39) DURABLE MEDICAL EQUIPMENT (OM E) shall mean equipment that can stand repeated use, 
is primarily and customarily used to serve a medical purpose, generally is not useful to a person 
in the absence of an illness or injury, is suitable for use in any non-institutional setting in which 
everyday life activities take place af)f)FOf)riate for and uses in the f)atient's home, and is related 
to the patient's physical disorder. An institution is not consiseres a f)atient's or memeer's home 
if it meets the definition of a hosf)ital or sl<illed facility, Orthotics and prosthetic devices, and 
artificial limbs and eyes are considered DME. Non-institutional settings do not include a 
hospital or nursing facility (NF). Routine DME items, including but not limited to wheelchairs 
(except as defined below), walkers, hospital beds, canes, commodes, traction equipment, 
suction machines, patient lifts, weight scales, and other items provided to a member receiving 
services in a NF that are within the scope of per diem reimbursement for NF services shall not 
be covered or reimbursable under the Medicaid program separate and apart from payment for 
the NF service. Customized orthotics, prosthetics, wheelchairs, wheelchair seating systems, 
and other items that are beyond the scope of Medicaid reimbursement for NF services shall be 
covered by the member's managed care organization, so long as such items: 

(a) are medically necessary for the continuous care of a member: and 

(b) must be custom-made or modified or may be commercially available, but must be 
individually measured and selected to address the member's unique and permanent 
medical need for positioning, support or mobility: and 

(c) are solely for the use of that member and not for other NF residents. 

GW10216125 
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I certify that this is an accurate and complete copy of rulemaking hearing rules, lawfully promulgated and adopted 
by the Tennessee Department of Finance and Administration (board/commission/ other 
authority) on 05/I1/?-o! Ie (mm/dd/yyyy), and is in compliance with the provisions of T.CA § 4-5-222. , 
I further certify the following: 

Notice of Rulemaking Hearing filed with the Department of State on: 12109115 

Rulemaking Hearing(s) Conducted on: (add more dates). 02103116 

Date: __ --ri"5>p(1..c,7ks?o?'t"'-G _________ _ 

Signature: __ ---+',':;')c.::~=-_...,.~L---'C-'A--=-==-=--------------
Name of Officer: --;:;D.;::a",rin";,,J.!... "'G"'o"'rd"'o"'n'c--c:==== __________ _ 

Director, Bureau of TennCare 
Title of Officer: Tennessee Department of Finance and Administration 

5:'0 ;:~~~~~;;bed and sworn to before me on: __ -7,Sc:-lw/'-'l'-1I-";\'-'-"oc:./..,,(,,"---_______ _ 

Notary Public Signature: _---'I_k-'-=-~.::....o{i"'("-(?'---"%::=:;J. 1'='-" ______ _ 

My commission expires on: __ ~/'-'o'-j/'-R'_"f"-fl.La=O'-'I-'bL_v _______ _ 
I I 

All rulemaking hearing rules provided for herein have been examined by the Attorney General and Reporter of the 
State of Tennessee and are approved as to legality pursuant to the provisions of the Administrative Procedures 
Act, Tennessee Code Annotated, Title 4, Chapter 5. 
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~Tre Hargett 
Secretary of State 
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