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Texas Policy Change on Combined Group 

Extension Payments  
 

Overview 

In the April 2017 issue of Tax Policy News, the Texas Comptroller of Public Accounts (Comptroller) released a 

statement indicating the policy on extension payment requirements for combined groups would be changed, such that 

a combined group can use the 100 percent tax due extension option regardless of any changes (notably the addition 

of a new member) to the combined group.1  In this Tax Alert, we summarize the current regulations affecting 

combined group extension payment requirements, the guidance provided by the Comptroller in the recent Tax Policy 

News release, and provide some taxpayer considerations. 

 

Current Texas Regulatory Requirements for Securing Valid Extension 

Under Title 34 of the Texas Administrative Code § 3.585(c), a taxable entity is only granted an extension if the taxable 
entity: 

(1) Requests the extension on or before May 15; 
(2) Requests the extension on a form provided by the comptroller; and 

(3) Remits with the extension request: 
 

(A) 90% or more of the amount of tax reported as due on the report filed on or before November 15; or  
(B) 100% of the tax reported as due for the previous calendar year on the report due in the previous calendar 

year and filed on or before May 14 of the year for which the extension is requested. A combined group may 

only use this 100% option if the combined group has lost a member or if the members of the combined 
group are the same as they were on the last day of the period upon which the report due in the previous 

calendar year was based. A separate entity that was included in a combined group report originally due in 
the previous calendar year may not use the 100% extension option (emphasis added). 

Thus, under the current regulation, a combined group is only eligible to use the 100 percent of the prior year’s tax safe 
harbor on the May 15th extension if the combined group remains the same or if the combined group has lost a member(s). 

Policy Change on Extension Payment Options for Combined Groups   

In the April 2017 Tax Policy News, the Comptroller indicated a change in its policy regarding extension payment 
requirements for combined groups, stating:  

We have changed our policy on extension payment requirements for combined groups. Combined groups that 

added a member during the accounting period can use the 100 percent tax due extension option. Before this policy 
change, combined groups that added a member did not have this option. A combined group can now use the 100 

percent tax due extension option regardless of any changes to the combined group. 

We are updating Franchise Tax Rule 3.585 to reflect the policy change.2 

Although the affected Texas regulations have not yet been updated, the 2017 Texas Franchise Tax Report Information and 
Instructions have been modified to reflect this change. The Report Year 2016 Texas Franchise Tax Report Information and 

Instructions stated: “A combined group that added a member during the accounting period may not use the 100% 
extension option. See Rule 3.585 for additional information.”3 By contrast, no such limitation appears in the Report Year 
2017 Texas Franchise Tax Report Information and Instructions.4 As a result, combined groups are now eligible to use the 
100 percent of prior year’s tax due extension option for the May 15th extension, even if the combined group has added 
additional members relative to the prior year.  

                                                

1 Texas Comptroller of Public Accounts, Tax Policy News April 2017, available here.   
2 Id. 
3 2016 Texas Franchise Tax Report Information and Instructions, at *6, available here.  
4 See 2017 Texas Franchise Tax Report Information and Instructions, available here.  
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It is anticipated that the Comptroller will seek to formally amend Texas Franchise Tax Rule 3.585 (34 Tex. Admin. Code § 

3.585) to reflect this change before the May 15, 2017, extension due date for Report Year 2017 filings.   

Considerations 

Although it is expected that the Comptroller will seek to limit the application of this policy change to tax reports for 2017 

and forward, questions continue to exist relative to the manner in which the extension rule was applied for prior tax year 

reports.  A combined group that previously submitted an extension sufficient to satisfy the 100 percent of prior year tax 

safe harbor and that had the extension request denied based on having added members to the combined group should 

consult with its Texas tax advisors if this has unfavorably impacted the timeliness of subsequently-filed refund claims (or 

otherwise resulted in the imposition of late payment penalties or interest.)     

Contacts: 

If you have questions regarding the Texas extension payment requirements discussed above or other Texas tax 

matters, please contact any of the following Deloitte Tax professionals: 

Robert Topp 
Managing Director 

Deloitte Tax LLP, Houston 
+1 713 982 3185 
rtopp@deloitte.com 

Russell Brown 
Partner 

Deloitte Tax LLP, Dallas 
+1 214 840 7533 
rubrown@deloitte.com 

Pamela Downs 
Partner 

Deloitte Tax LLP, Dallas 
+1 214 840 7572 
pdowns@deloitte.com 

 

Andrew Robinson 
Partner 

Deloitte Tax LLP, Houston 
+1 713 982 2960 

arobinson@deloitte.com 

Brad Brookner 
Managing Director 

Deloitte Tax LLP, Houston 
+1 713 982 4897 

bbrookner@deloitte.com 

Jacob Aguero 
Senior Manager 

Deloitte Tax LLP, Houston 
+1 713 982 4246 

jaguero@deloitte.com 

 

The authors of this alert would like to acknowledge the contributions of Grace Taylor to the drafting 

process. Grace is a Senior working in the Houston Multistate Tax Practice of Deloitte Tax LLP. 

 

For further information, visit our website at www.deloitte.com 

Follow @DeloitteTax 

 
This alert contains general information only and Deloitte is not, by means of this alert, rendering accounting, business, financial, investment, legal, 

tax, or other professional advice or services. This alert is not a substitute for such professional advice or services, nor should it be used as a basis for 

any decision or action that may affect your business. Before making any decision or taking any action that may affect your business, you should 

consult a qualified professional adviser. Deloitte shall not be responsible for any loss sustained by any person who relies on this alert. 

 

About Deloitte 

Deloitte refers Deloitte Tax LLP, a subsidiary of Deloitte LLP. Please see www.deloitte.com/about to learn about our legal structure. Certain services 

may not be available to attest clients under the rules and regulations of public accounting. 

 

Copyright © 2017 Deloitte Development LLC. All rights reserved. 

 

mailto:rtopp@deloitte.com
mailto:rtopp@deloitte.com
mailto:rtopp@deloitte.com
mailto:rubrown@deloitte.com
mailto:mmatthys@deloitte.com
mailto:pdowns@deloitte.com
mailto:arobinson@deloitte.com
mailto:arobinson@deloitte.com
mailto:arobinson@deloitte.com
mailto:bbrookner@deloitte.com
mailto:mmatthys@deloitte.com
mailto:jaguero@deloitte.com
http://www.twitter.com/deloittetax

