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The Tennessee General Assembly adjourned on May 29, 2003 marking the first time in
recent years that the session did not extend into June or July. The General Assembly adopted
revenue and spending bills that call for no new tax increases. To accomplish this, state shared
revenues going back to cities and counties were cut by an estimated $35.5 million. The
average county cut was 1.8 percent, while the average city cut was 8.1 percent. Due to the
Hall Income Tax distribution to local governments being cut 33 percent, some cities were
originally faced with cuts in state shared revenues by more than nine percent. An amendment
to the omnibus bill passed in the Senate and concurred with in the House assures that no
local government will receive a cut of more than nine percent when all state shared taxes are
considered in the aggregate. Based on revenue projections, cities are expected to receive
approximately $93.41 per capita for the fiscal year beginning July 1,2003.

Following is a breakdown of what cities can expect to receive this year. For cities that are in
the process of adopting a budget or have already approved one, financial personnel should
review this information to determine if adjustments to the budget document are necessary.

GENERAL Funp PER CAPITA AMOUNT
State sales tax (Cut 7.5 Percent) ........cceceevverreevieeeesieesieseenns $56.49
State beer tax (CUt NINE PETCENL) ....eevvvrrerireerrieerieeerieeevee e 0.45
Special petroleum products tax (N0 CUL) ........cccueevvrerieerieenieeaens 2.26
(City streets and transportation revenue)
Gross receipts tax (TVA in lieu of taxes —no cut) ........c..ccceeueenee. 7.08
Total General Fund revenue .............ccevveeeeveenieeieneeieenenne. $66.28
STATE STREET AID FUNDS
Gasoline and motor fuel taxes (NO cut)..........cceeeevveeereeeennennn. $27.13

ToraL PER Carita (General and state street aid funds) ............... $93.41



Also, there are:

* The Hall Income Tax. The omnibus bill cuts
amounts going back to cities by 33 percent beginning
in FY 2004. The statewide projected increase is four
percent, but individual city amounts will fluctuate.

A few cities will not be cut the entire 33 percent
due to the amendment mentioned above;

* The corporate excise tax. The statewide
projected increase is one percent. This tax is based
on bank profits and is distributed based on situs in
lieu of intangible personal property taxes. Cities must
levy aproperty tax in order to receive revenue from
this tax. The distribution back to cities was cut by
nine percent in the omnibus bill;

* The mixed drink tax. The statewide projected
increase is 5.07 percent. The distribution back to
cities was cut nine percent in the omnibus bill; and

* Public safety salary supplements, which will be
funded at reduced rates from FY 2003. The
supplements were cut by nine percent in the
appropriations bill. Upon completion of certain
training requirements, police officers and fire
personnel are eligible for bonus salary supplements
of $546 and $409.50 respectively. The supplements
are found in HB 2074, section 7, the appropriations
bill for FY 2004.

The Municipal Technical Advisory Service (MTAS)
is a statewide agency of The University of Tennessee
Institute for Public Service. MTAS operates in
cooperation with the Tennessee Municipal League to
provide technical assistance services to officials of
Tennessee’s incorporated municipalities. Assistance
is offered in areas such as accounting, administration,
finance, public works, ordinance codification, and
wastewater management.

Hot Topics are information briefs that provide a timely
review of current issues of interest to Tennessee
municipal officials. MTAS provides one copy free of
charge to each Tennessee municipality, county, and
department of state and federal government. There is
a $2 charge for additional copies and those for the
private sector. Photocopying this publication in small
quantities for educational purposes is encouraged.
For permission to copy and distribute large quantities,
please contact the MTAS Knoxville office at

(865) 974-0411.
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