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PURPOSE

The purpose of this handbook is to provide the assessor’s office a guide on the legal
requirements of certifying a back assessment and reassessment. The use of this handbook can ensure the
assessor’s office has met those requirements which will provide uniformity for all ninety-five (95)
counties.

DISCLAIMER

This handbook contains interpretations of law by legal staff of the state Division of Property
Assessments. It provides general advice on the most common issues of a back assessment or
reassessment. These interpretations should be considered general advice regarding assessment practices
under the law, not binding rulings of the Comptroller of the Treasury, the Division of Property
Assessments, or the State Board of Equalization. The specific facts and circumstances of your particular
issue may warrant, or result in, a different conclusion. Please feel free to consult the Division of
Property Assessments.

INTRODUCTION

A back assessment or reassessment, when certified by the assessor of property to the collecting
official(s), is a separate assessment from the original assessment. In other words, it does not change,
alter, or revise the original assessment. The purpose of an assessor having the authority to issue a back
assessment or reassessment is the assessor no longer has control of the assessment roll for the tax year,
or years, for which the back assessment or reassessment applies. When the local board of equalization
adjourns, the original assessment cannot be revised or changed except as otherwise provided by law
(e.g., revised under Tenn. Code Ann. § 67-5-509 because of clerical errors).

1. Definitions of back assessment and reassessment.

Back assessment and reassessment are statutorily defined and have different meanings. “’Back
assessment” means the assessment of property, including land or improvements not identified or
included in the valuation of the property, that has been omitted from or totally escaped taxation[.]”' As it
pertains to the back assessment of real property, it is easy to determine whether land has or
improvements have been omitted from or totally escaped taxation. It does not matter why the land has or
improvements have not been assessed. If such property has escaped or been omitted from taxation, then
such property must receive a back assessment. A typical example of a back assessment is when a house
is discovered to have been omitted from the assessment roll.

“’Reassessment’ means the assessment of property that has been assessed at less than its actual
cash value by reason of connivance, fraud, deception, misrepresentation, misstatement, or omission of
the property owner or the owner’s agent.”” The typical example of a reassessment is when a taxpayer
fails to file a tangible personal property schedule and the forced assessment made by the assessor is
lower than the amount audited by the assessor.



IL. The deadline for certifying a back assessment or reassessment.

Generally speaking, a back assessment or reassessment must be certified to the collecting
official(s) “on or before September 1 of the year following the tax year for which the original
assessment was made[.]” For example:

If the original assessment was made for tax year 2008, then the assessor must certify a
back assessment or reassessment to the collecting official on or before September 1,
2009.

But if the underassessment of the original assessment is the result of (1) a taxpayer failing to file
a tangible personal property schedule, (2) “actual fraud or fraudulent misrepresentation of the property
owner or the property owner’s agent,” or (3) “collusion between the property owner or the property
owner’s agent and the assessor[,]” then “a back assessment or reassessment must be [certified] on or
before three (3) years from September 1 of the tax year for which the original assessment was made.™
For example:

A taxpayer fails to file a tangible personal property schedule for tax year 2007. The
assessor issues a forced assessment. It is later discovered that the taxpayer has been
underassessed. Because the taxpayer failed to file the schedule as required by law, the
taxpayer will receive a reassessment. The assessor would have to certify a reassessment
to the collecting official on or before September 1, 2010.

III.  The delinquency dates for a back assessment and reassessment.
A. Additional taxes become delinquent 60 days after tax bill is sent.

Generally speaking, “[a]dditional taxes due as the result of a back assessment or reassessment
shall not be deemed delinquent until sixty (60) days after the date notice of taxes arising from the back
assessment or reassessment is sent to the taxpayer[.]” For example:

A back assessment or reassessment is certified to the collecting official on August 1,
2010. The collecting official sends a tax bill to the taxpayer on September 1, 2010. The
taxes due from the back assessment or reassessment will not become delinquent until
sixty (60) days after September 1, 2010.

This is an instance where a tax bill must be sent by the collecting official. The 60 day period does not
begin to run until the tax bill is sent.

B. Additional taxes due during the current tax year.

There may be instances where a back assessment or reassessment is certified during the current
tax year. Although the statute provides for 60 days to pay the additional taxes without penalty and
interest, the 60 days may end before the March 1 delinquency date for the original assessment.
Therefore, you should permit the taxpayer to pay the additional taxes due from a back assessment or
reassessment without penalty or interest from the later of the 60 days or March 1 when, and only when,
the back assessment or reassessment is for the current tax year. For example:
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A back assessment is issued on November 1, 2010, for property that escaped taxation for
tax year 2010. If the collecting official sent a tax bill on November 1, 2010, the taxpayer
would have 60 days to pay the additional taxes without penalty and interest. The taxes
become delinquent on January 3, 2011. But this is almost 60 days prior to the March 1,
2011, delinquency date for tax year 2010. The taxpayer’s delinquency date should be
March 1, 2011, instead of January 3, 2011, because the additional taxes apply to the
current tax year (2010).

C. Additional taxes becoming delinquent from the original delinquency date.

Additional taxes will be deemed delinquent from the date of delinquency of the original
assessment if: (1) a taxpayer failed to file a tangible personal property schedule; (2) there is actual fraud
or fraudulent misrepresentation by the owner or owner’s agent; or (3) there is collusion between the
property owner and the assessor.’ For example:

Tax year 2007 is the original assessment year that resulted in the taxpayer receiving a
forced assessment because the taxpayer failed to file a tangible personal property
schedule. Taxes for the 2007 tax year became delinquent on March 1, 2008. When the
assessor certifies the reassessment and the collecting official sends a tax notice,
additional taxes due from the taxpayer are delinquent as of March 1, 2008. This means
that delinquent penalty and interest of one and a half percent (1.5%) are added for each
month beginning March 1, 2008, and the first of each month thereafter until the
additional taxes are paid.

Failing to file a tangible personal property schedule is the most common situation where additional taxes
resulting from a back assessment and reassessment are deemed delinquent from the original delinquency
date.

IV.  Calculating days.

Tenn. Code Ann. § 1-3-102 provides for the computation of days: “The time within which any
act provided by law is to be done shall be computed by excluding the first day and including the last,
unless the last day is a Saturday, a Sunday, or a legal holiday, and then it shall also be excluded.”” For
example:

Assume you have thirty (30) days from Thursday, June 16, 2011, to certify a back
assessment. You would begin counting on Friday, June 17 and count 30 days. The
thirtieth (30™) day would be Saturday, July 16. Because the last day — the 30™ day — falls
on a Saturday, then you exclude that day. You also would exclude Sunday. Monday, July
18 is the last day the assessor has to certify the back assessment.

V. Tolling the September 1 deadline when a notice to audit is issued.

Tenn. Code Ann. § 67-1-1005(d) suspends the running of the September 1 deadline for initiating
a back assessment or reassessment when a notice for audit is sent (issued): “the issuance of a notice of
tangible personal property audit by the assessor tolls the running of the deadline during the period of the
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audit from the issuance of the notice until issuance of the audit findings.”® Tolling is the stopping of
time remaining before an action must be taken. One administrative judge has analogized the tolling
period as a “time out”: “The tolling period contemplated by Tenn. Code Ann. [§] 67-1-1005(a) [sic] is
more plausibly conceptualized as a ‘time out’ that stops the clock — with the same amount of time
remaining in the ‘game’ when the clock is restarted. By definition, to ‘toll’ a statute of limitations means
to interrupt the running of it.”” Therefore, when an assessor sends notification that a business is going to
be audited, the date the notice is sent tolls the September 1 deadline. Or to analogize as a time out, the
notification stops the running of the remaining days before the September 1 deadline. For example:

Let’s assume that a notice to audit tax year 2008 is sent on August 1, 2009. The deadline
to certify a back assessment or reassessment for tax year 2008 is September 1, 2009.
There are thirty one (31) days from August 1, 2009, to September 1, 2009. The running
of these 31 days is tolled — or stopped — until the issuance of the audit findings. Once the
audit findings have been issued, the assessor has 31 days to certify a back assessment or
reassessment to the collecting official. In other words, the “time out” is over and the
clock starts running again. Assuming the audit findings are issued on March 1, 2010, the
assessor must certify the back assessment or reassessment on or before April 1, 2010.

VI.  Calculating the number of days that are being tolled.

When counting the number of days that are tolled, you are not counting the number of days
between two dates. You are counting the number of days from one date to the next date. Therefore,
when counting the number of days to a certain date you do not include the first day (i.e., do not count the
date the notice of audit was sent) but you count the last day that you must certify a back assessment or
reassessment (i.e., you include the September 1 deadline date). For example:

If a notice of audit was sent on August 1, 2009, and the deadline date to certify a back
assessment or reassessment is September 1, 2009, then you begin counting on August 2,
2009, and include September 1, 2009. The number of days from August 1 to September 1
is thirty one (31) days.

VII. Counting the days after the issuance of the audit findings.

When audit findings are issued the tolling period ends, and the time to certify a back assessment
or reassessment begins. Assuming that 31 days were tolled and the audit findings were issued on March
1, 2010, you would begin counting on March 2, 2010, and include April 1, 2010. The assessor must
certify the back assessment or reassessment on or before April 1, 2010.

VIII. Audit findings are not a back assessment or reassessment.

Audit findings inform the taxpayer what the auditor has found. The assessor uses the audit
findings to determine whether a back assessment or reassessment should be certified to the collecting
official(s). Audit findings will result in additional taxes due from a back assessment or reassessment
when, and only when, certified to the collecting official(s).'"’ Once a back assessment or reassessment is
certified and a copy is sent to the taxpayer, then the time to appeal to the state board begins to run."'
Audit findings that are not certified as a back assessment or reassessment do not give rise to a tax



liability. No right to appeal exists with audit findings; only with a certified back assessment or
reassessment.

It does not matter whether the taxpayer agrees with the audit findings. Even if the taxpayer
“signs off” on the audit findings, the taxpayer still has the right to appeal the certification of a back
assessment or reassessment.'> When audit findings are issued, the taxpayer may want to speak with the
auditor or the assessor. But the assessor must always keep in mind the deadline to certify a back
assessment or reassessment. If audit findings are never certified before the statutory deadline, then the
assessor will lose the right to certify a back assessment or reassessment.

IX. Appealing a back assessment or reassessment.

When a taxpayer appeals a back assessment or reassessment the only thing that can be
challenged is the back assessment or reassessment. Unless the original assessment was appealed to the
local board, the original assessment cannot be challenged. However, when appealing a back assessment
or reassessment, a taxpayer may offset the additional tax due by using a nonstandard method for the
property originally reported and assessed.”” If the original assessment was a forced assessment because
of a failure to file, then the taxpayer will not be able to offset the additional tax due using a nonstandard
method.

A back assessment or reassessment must be appealed within sixty (60) days from the date a copy
of the certification is sent to the taxpayer.'* Appeal is to be made directly to the state board."> The local
boards do not have any authority to rule upon a back assessment or reassessment. Please remember that
audit findings are not appealable; only back assessments or reassessments are appealable.

To calculate the 60 day deadline date to appeal you begin counting the day after the date a copy
of the certification is sent to the taxpayer. For example:

Assume an assessor sends a copy of the certification on April 1, 2009. You would begin
counting on April 2, 2009. The sixtieth day would be Sunday, May 31. Under Tenn. Code
Ann. § 1-3-102, you would exclude the sixtieth day (Sunday, May 31) because it is a
Sunday. Therefore, the next day would be counted. Therefore, Monday, June 1, 2009, is
the last day for a taxpayer to file an appeal for a back assessment or reassessment.

With regard to the appeal deadline, it is only legally necessary to inform the taxpayer that they
have 60 days to appeal a back assessment or reassessment to the state board. The following is an
acceptable notice to the taxpayer:

Any person aggrieved by this back assessment or reassessment must appeal to the state
board of equalization within sixty (60) days from the date of this certification. You may
be assisted or represented in the appeal as provided in Tenn. Code Ann. § 67-5-1514.

But the more clarity you can provide the taxpayer the better. Therefore, if you can provide the last day —
the sixtieth day — the taxpayer has to appeal by, then there can be no misunderstanding.



Any person aggrieved by this back assessment or reassessment must appeal to the state
board of equalization on or before Tuesday, March 20, 2011. You may be assisted or
represented in the appeal as provided in Tenn. Code Ann. § 67-5-1514.

X. Certifying a back assessment or reassessment.

To certify a back assessment or reassessment to the collecting official(s), the certification must
provide the following: (1) the identification of the property; (2) the basis of the back assessment or
reassessment; (3) the tax year or years involved; and (4) the additional assessment or assessments for
each tax year.'

A. Identifying the property.

For a back assessment or reassessment of real property, the assessor should include the property
address and parcel identification number. For personal property, the assessor should include the location
of the business and the personal property identification number.

B. The basis for the back assessment or reassessment.

You must state the basis for the back assessment or reassessment. For real property that has been
omitted from or totally escaped taxation, this is relatively easy. For example:

The improvement (or structure) located on parcel number ****** (or located at *****)
has been omitted from or totally escaped taxation.

For personal property it could be that a business has just been discovered operating in your
jurisdiction. The personal property used or held for use in this business has been omitted from or totally
escaped taxation. Or, in the alternative, you could state that the taxpayer failed to file a reporting
schedule as required by law. Also, a reassessment might result from an incorrect classification by the
taxpayer in the tangible personal property schedule.

C. Provide the tax year(s) involved.

Always identify the tax year being back assessed or reassessed. If multiple tax years are
involved, make sure that the additional assessment for each tax year is stated.

D. State the amount of the back assessment or reassessment.

A back assessment or reassessment results in an assessment that is separate and apart from the
original assessment (i.e., this is a new or additional assessment). You are not changing or revising the
original assessment. Appeal rights with a back assessment and reassessment are different from appeal
rights for the original assessment. The original assessment must be appealed to the local board and then
to the state board as required by law.'” Failure to appeal to the local board will result in the original
assessment becoming conclusive against the taxpayer.'® Therefore, when certifying a back assessment or
reassessment to the collecting official, you are only certifying the additional assessment for each tax
year you have a finding. Do not combine the original assessment with your additional assessment to
make one assessment. When the local board of equalization has adjourned, the original assessment
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cannot be revised or changed except as otherwise provided by law (e.g., revised under Tenn. Code Ann.
§ 67-5-509 because of clerical errors).

E. Additional information in the certification.

It is advisable to inform the collecting official when additional taxes resulting from a back
assessment or reassessment become delinquent. Generally, taxes resulting from a back assessment or
reassessment do not become delinquent until sixty (60) days after the taxpayer is sent a notice by the
collecting official."” But if additional taxes are the result of (1) a taxpayer failing to file a tangible
personal property schedule, (2) “actual fraud or fraudulent misrepresentation of the property owner or
the property owner’s agent,” or (3) “collusion between the property owner or the property owner’s agent
and the assessor[,]” then the taxes are deemed delinquent from the original delinquency date.”’ The
assessor is in the best position to inform the collecting official of when the taxes become delinquent.
When it concerns real property — land, improvements, structures — additional taxes resulting from a back
assessment or reassessment will generally become delinquent 60 days after a tax notice is sent to the
taxpayer. A taxpayer failing to file a reporting schedule as required by law is the most common example
that additional taxes become delinquent as of the original delinquency date.



! Tenn. Code Ann. § 67-5-1001(a)(1).
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APPENDIX “A”

EXAMPLE OF A BACK ASSESSMENT REASSESSMENT LETTER WHERE TAXES ARE
NOT DEEMED DELINQUENT UNTIL 60 DAYS AFTER TAX BILL IS SENT

DATE
Collecting Official
Address
RE: Back Assessment/Reassessment
THIS IS NOT A TAX BILL

Dear Collecting Official-

In accordance with Tenn. Code Ann. § 67-1-1001 et seq., the **** County Assessor of Property has back
assessed/reassessed for tax year ****. The basis for this back assessment/reassessment is

This letter is to certify that has been back

assessed/reassessed as follows:
Tax Year ****  Additional Value Classification Rate Assessed Value

Under Tenn. Code Ann. § 67-1-1005(b), you are required to send a tax notice to the taxpayer upon receipt of
this letter. Taxes due from this back assessment/reassessment are not deemed delinquent until 60 days after you send
the tax notice to the taxpayer.

Any person aggrieved by this back assessment/reassessment must appeal directly to the State Board of
Equalization within sixty (60) days from the date that a copy of this certification is sent to the taxpayer, in the manner
provided in Tenn. Code Ann. § 67-5-1412, and such person may be assisted or represented in the appeal as provided
in Tenn. Code Ann. § 67-5-1514.

If you have questions about this letter, please call this office at (***) ***-****,

Sincerely,

Assessor of Property

cc: Taxpayer/Owner
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APPENDIX “B”

EXAMPLE OF A BACK ASSESSMENT OR REASSESSMENT LETTER WHERE TAXES ARE
DEEMED DELINQUENT AS OF ORIGINAL DELINQUENCY DATE

DATE

Collecting Official
Address

RE: BACK ASSESSMENT/REASSESSMENT
FOR TAX YEAR(S) **** & ****

THIS IS NOT A TAX BILL
Dear Collecting Official:

In accordance with Tenn. Code Ann. § 67-1-1001 et seq., the ***** County Assessor of Property has back

assessed/reassessed for tax years ** and ***. The basis for these back
assessments/reassessments is that the company failed to file the reporting schedule as required by law for tax year(s)
***and ****, This letter is to certify that has been back assessed/reassessed as follows:

Tax Year **** Additional Value Classification Rate Assessed Value

Tax Year **** Additional Value Classification Rate Assessed Value

Under Tenn. Code Ann. § 67-1-1005(b), you are required to send a tax notice to the taxpayer upon receipt of
this letter. Because the taxpayer failed to file the reporting schedule as required by law, taxes due from the back
assessment/reassessment for tax year **** are delinquent as of March 1, ****, and for tax year ****, taxes are delinquent
as of March 1, ****,

Any person aggrieved by this back assessment/reassessment may appeal directly to the State Board of
Equalization within sixty (60) days from the date that a copy of this certification is sent to the taxpayer, in the manner
provided in Tenn. Code Ann. § 67-5-1412, and such person may be assisted or represented in the appeal as provided
in Tenn. Code Ann. § 67-5-1514.

If you have questions about this letter, please call this office at (***) ***-****,

Sincerely,

Assessor of Property

cc: Taxpayer/Owner
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