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QUESTION
If the General Assembly changes the State's tax structure to mandate an increase in the sales
tax rate to 8.75% and to change the allocation of that increase to local governments, how would
Rutherford County and its incorporated cities be classified in light of the currently-scheduled
referendum to increase the local sales tax to the maximum rate presently allowed under State law?

OPINION
The impact of such proposed legislation, in light of the timing of the pending Rutherford
County referendum, would depend entirely on the precise wording of the proposed legislation.

ANALYSIS
You have informed us that Rutherford County has scheduled a referendum of voters to be
held on May 23, 2000 to approve or reject an increase in the local option sales tax to 8.75%, the
maximum allowed by law. You have also informed us that one of the proposals before the General
Assembly, which contemplates a change in the State's tax structure to mandate an increase in the
sales tax to a uniform statewide rate of 8.75% and to alter the allocation of that increase to local
governments, might treat those counties that have adopted a sales tax at the maximum percentage
currently allowed by law differently than those counties that have not adopted a sales tax at the
maximum percentage.
The 1963 Local Option Revenue Act, set forth in Tenn. Code Ann. §§ 67-6-701, et seq.,
governs the operation of local sales and use taxes levied by county and municipal governments and
the distribution of revenue collected from such taxes. The procedures concerning the referendum
in Rutherford County, including the date of implementation of the tax increase, if approved by the
voters, is governed by Tenn. Code Ann. § 67-6-706. No wording of the referendum in question can
determine the classification of the Rutherford County tax under the legislative proposal because the
procedures for both the implementation of the referendum and enactment of the legislation are
wholly dependent upon State law and, therefore, are beyond the direct control of Rutherford County.
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Based on the foregoing, it is the opinion of this Office that the classification of the Rutherford
County tax under the legislative proposal would entirely depend on the precise wording of the
legislation. The legislation could be drafted to recognize, or not to recognize, any tax increases
levied by counties such as Rutherford County that were in the process of increasing the local rate to
the current maximum rate when the new State system was proposed or adopted. The manner in
which such legislation would apply to these counties is subject to the complete discretion of the
Legislature, as embodied in the final terms of any such act.
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