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As part of the IMPROVE Act adopted in 2017, local governments are now authorized to impose a local
option transit surcharge on certain local privilege taxes. Counties must have a population over 112,000
and cities must have a population over 165,000 according to the 2010 census or any subsequent census
in order to levy the surcharge.
The surcharge may be levied on the following local privilege taxes: local option sales tax, business tax,
wheel tax, rental car tax, tourist accommodation tax or hotel/motel tax and the residential development
tax.
The surcharge must be approved by a referendum and the city and county cannot both levy the surcharge. There are statutory maximum rates of the surcharge and the surcharge is to be collected in the
same manner as the underlying privilege tax.
Revenue from the surcharge must be used for a public transit system.
T.C.A. § 67-4-3201 et seq.
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