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North Carolina Bill May Provide Refund
Opportunities

North Carolina recently passed House Bill 200 which allows an additional
deduction in computing its corporate franchise tax. The North Carolina
franchise tax is computed by applying the franchise tax rate to the largest of
the following three taxable bases:

1. Capital stock, surplus, and undivided profits;
2. Investment in North Carolina tangible property; or
3. Appraised value of North Carolina tangible property.

Prior to House Bill 200, North Carolina taxpayers were allowed to reduce the
“Capital stock, surplus, and undivided profits” franchise tax base by any
reserves for depreciation of tangible assets (i.e., “accumulated
depreciation”) allowed for income tax purposes. Effective with the passage
of House Bill 200, North Carolina taxpayers can also reduce the “Capital
stock, surplus, and undivided profits” franchise tax base by reserves for
allowable tax amortization of intangible assets. The statute modification is
contained in North Carolina Gen. Stat. §105-122(b)(2), which describes
deductions in computing the franchise tax base, and now allows the
subtraction for amortization as underlined below:

Taxes accrued, dividends declared, and reserves for depreciation of
tangible assets and for amortization of intangible assets as permitted
for income tax purposes. [Emphasis added]

Since the revision to Gen. Stat. §105-122(b)(2) is effective for taxable years
beginning on or after January 1, 2007, North Carolina taxpayers
should review their returns to determine if this change may provide any refund
opportunities.

If you have any questions regarding the revisions to North Carolina's franchise tax base or how
these changes may impact your company, please feel free to contact Geoff Christian at 864-241-
2009, gchristian@dlptax.com or Russell Padgett at 864-241-2006, rpadgett@dlptax.com.

About Dow Lohnes Price
Dow Lohnes Price is comprised of forward-thinking professionals focused on resolving state tax controversies in
all tax arenas, including income tax, sales and use tax, and unclaimed property. Our primary areas of
specialization include state tax audits, appeals, and dispute resolution; tax litigation services; and complex state
tax issues such as nexus, nonbusiness income, unitary/combined filings, exemptions, and alternative
apportionment across a wide range of industries. Dow Lohnes Price succeeds in the effective resolution of cases
through careful analysis and consideration of a taxpayer’s entire operational profile – past, present, and future.

Through its affiliation with Dow Lohnes PLLC, a law firm founded in 1918, Dow Lohnes Price provides resources
and expertise encompassing both an accounting and a legal perspective for all tax issues, thereby providing a
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well-rounded and cost-effective alternative to Big 4 firms and traditional law firms. Dow Lohnes Price is committed
to handling each client with an individual focus. This focus, when coupled with an undeterred tenacity to resolve
complex matters through effective advocacy and strategic negotiations, allows Dow Lohnes Price to obtain
winning results for each of its clients. To learn more, visit www.dlptax.com.

Copyrighted and published by Dow Lohnes Price Tax Consulting Group LLC. All rights reserved. We permit and
encourage photocopying and distribution with attribution.

This  publication is prepared by Dow Lohnes Price Tax Consulting Group LLC as an information source for clients and other interested parties. For further
information on the matters  addressed in  this  issue, please contact  the professionals  listed on our  website.  The content of this  publication is general  information
and does not constitute tax or  legal  advice or  create any sort  of attorney-client  relationship. Readers should not act  upon information presented herein without
professional tax and/or legal  counsel, addressing the facts  and circumstances specific  to them. Pursuant  to §10.35(B)(4) of IRS Circular  230 and State/Local
Equivalents,  this  communication is not intended to be used,  and cannot  be used,  by you for the purpose of avoiding any U.S. and/or state and local tax
penalties that  may be imposed on you.

Dow Lohnes Price Tax Consulting Group LLC 
301 N. Main Street, Suite 2100, Greenville, SC 29601 | (864)241-2001

http://www.dlptax.com/

	Local Disk
	C:\Documents and Settings\hlg\Desktop\SALT to Taste\Announcement - North Carolina Bill May Provide Refund Opportunities.txt.html


