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Final Report of the Joint Subcommittee Studying
Local Revenue Resources

To
The Governor and the General Assembly of Virginia

Richmond, Virginia
June 1995

Executive Summary

Adopted by the 1994 Session of the General Assembly, HJR 160 established a joint
subcommittee to examine local revenue resources. The resolution directed the subcommittee to
identify and examine all local taxes and fees, review the equity of each tax and fee assessed,
determine whether changes are needed in the tax structure relative to Virginia's changing
economy, and recommend possible alternatives for replacement or consolidation of local taxes
and fees.

As the Virginia economy expanded over the course of the last decade, local tax revenue
increased substantially, particularly with regard to real property and tangible personal property
taxes. Localities continue to rely heavily on property taxes, which comprise almost 64 percent of
their total local-source revenue. Despite the increases, Virginia taxpayers have a relatively low .
tax burden. According to 1991 U.S. Census Bureau data, Virginia is ranked among the 50 states
and the District of Columbia as 23rd on a per capita basis and only 44th when the state-local tax
burden is measured as a percentage of personal income.

Localities derive their taxing authority from three major sources. The Virginia
Constitution segregates real estate, coal and other mineral lands, and tangible personal property
exclusively for taxation by local governments. Beyond their constitutional authority, localities'
taxing authority is primarily statutory. The one exception to the statutory grant of authority is the
Uniform Charter Powers Act, which is subject to inclusion in municipal charters. A major
difference resulting from this general grant of taxing authority is that cities and towns which
incorporate it into their charters may levy taxes in addition to those imposed by counties, but
unlike counties, they are not subject to the rate limitations set out in the Code.

Major sources of local tax revenue include property taxes (including the real, personal
property, machinery and tools and merchant's capital taxes); retail sales and use taxes; consumer
utility taxes; motor vehicle license taxes; business, professional, and occupational license taxes;



transient occupancy taxes; recordation taxes; taxes on wills and grants of administration; bank
franchise taxes; severance taxes; and recreation taxes. In addition to these sources of tax revenue,
additional revenues are raised from other sources such as charges for services, licenses and permit
fees, and fines and forfeitures assessed for violations of local ordinances. While an examination of
fees is part of the subcommittee's charge, the primary focus of this report is tax revenue sources.

In examining the revenue structure of local governments, the subcommittee considered
whether existing sources of revenue achieve the committed objective of local governments in a
manner designed to prevent undue burdens upon the taxpayers; whether the various sources of
revenue are adequate under present rates; and whether additional and new potential sources of
revenue exist.

The subcommittee did not reach a point where any conclusions could be drawn or any
recommendations made. Many items were raised for subcommittee consideration that need
further examination. By authority of HJR 487 (1995) (Appendix H), which established the
Commission on State and Local Government Responsibility and Taxing Authority, the study of
this topic will continue and be extended to the broader issues of state and local government
responsibility and taxing authority.

2



I. Introduction

Adopted by the 1994 Session of the General Assembly, HJR 160 establishes a joint
subcommittee to examine local revenue resources (Appendix A). The resolution provides for a
joint subcommittee of rune legislative members, including five members of the House of Delegates
appointed by the Speaker and four members of the Senate appointed by the Senate Committee on
Privileges and Elections.

In addition, the chairman was authorized by the subcommittee to appoint ad hoc citizen
members as advisors. Those appointed include representatives from the Virginia Municipal
League, Virginia Association of Counties, Virginia Commissioners of the Revenue Association,
Treasurers' Association of Virginia, Virginia Chamber of Commerce, Virginia Hospitality and
Travel Industry Association, and several members of the business community.

Within the past decade, the economy in Virginia has changed due to a variety of forces.
As a result, it is appropriate that the revenue resources of local governments be examined. A
complete examination of the state and local revenue resources has not occurred since 1980 when
the Revenue Resources and Economic Commission completed over a decade of study.

Pursuant to HJR 160, the subcommittee was charged with the following duties:

1. To identify and examine all local taxes and fees;

2. To review the equity of each such tax and fee assessed and report which are the most
efficient and least burdensome;

3. To determine whether changes are needed in the tax structure relative to Virginia's changing
economy;

4. To determine which localities tax cellular telephone services, inventory and compare such
tax rates, and evaluate the efficacy and impact of the application of such policies; 1

5. To recommend possible alternatives for replacement or consolidation of local revenue taxes;
and

6. To submit its findings and recommendations to the Governor and the 1995 Session of the
Genera} Assembly.

IDuring the 1994 Session of the General Assembly. legislation was adopting amending the Code to authorize an localities to impose the consumer
utility tax on users of mobile telecommunication services, effective September I, 1994. Accordingly, the subcommittee did not focus on the taxation
ofcellular telephone services other than in the general context of the entire study.
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II. Background

A. Financing of Virginia's Counties and Cities

Virginia's counties and cities collected $10,332,267,794 of total revenue from all sources
in the fiscal year ending June 30, 1993. Local revenue is derived from three sources, as shown in
Table 1: local-source, state transfer, and federal transfer (which includes pass-through moneys).

TABLEt

Total Local Revenue

Locally Generated
From the Commonwealth

Fromthe Federal Government

Total Local Revenue From
ALL Sources

Percentage
Cities Counties Total of Total

$2,453,270,810 $4,077,153,125 $6,530,423,935 63.20%
1,264,748,715 1,869,981,332 3,134,730,047 30.34%

309,554,888 357,558,924 667,1l3,812 6.46%

54.027.574,413 '56.304,693,381 510,332,267.794 '100.00°.4

Of total local-source revenue, only 13.37 percent comes from fees and other sources. As
shown in Table 2, the vast majority of local-source revenue comes from taxes. This report will
focus on the various sources of tax revenue, the largest of which are real property and tangible
personal property taxes.

As Table 2 indicates, localities rely heavily on property taxes, which comprise almost 64
percent of their total local-source revenue. For FY 1992-93, the real property tax, the single
greatest source of tax revenue, provided the localities with 44.72 percent of their total revenue.

Many local taxes, including six shown in Table 2, generate less than two percent of total
local revenue; however, some localities do not impose some of these taxes, such as the transient
occupancy tax and the tobacco tax.

The "all other taxes" category in Table 2 includes a number of even smaller taxes,
including the bank stock tax, the local tax on recordation and wills, motor fuel sales tax, and
franchise taxes on public service corporations. Combined, these taxes comprise only 2.87 percent
of total local-source revenue.

It should be noted that while Table 2 reports on local revenue sources for the combined
total of all counties and cities, it does not measure qualitative differences between counties and
cities in what each taxes. Appendix D provides that information. Table 2 also does not report
local-source revenue for towns in Virginia.
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There is also a disparity among the cities and counties because a small number of large
jurisdictions account for a large share of combined total revenues. For FY 1992-93, four of the
41 cities provided 47.4 percent of all city revenues: Virginia Beach, 16.0 percent; Richmond,
11.9 percent; Norfolk, 10.3 percent; and Alexandria, 9.2 percent. Likewise, the top four ofthe 95
counties accounted for 57.2 percent of all county revenue: Fairfax, 35.8 percent; Arlington, 8.2
percent; Prince William, 7.3 percent; and Henrico, '5.9 percent.

TABLE 2
Composition of Total Local-Source Revenue: Virginia's Counties and Cities

Fiscal Year Ended JUDe 30, 1993

-I. of Cumulative
Type of Tas Cities Counties Total Revenue Total Total
PropeJ1y Tues:

Real Property $995,239,516 $1,965,190,762 $2,960,430,278 44.72°1e 44.72%
Tangible Personal Prop 272,220,253 583,245,110 855,465.363 12.92% 57.64%
Public ServiceCorp 65,090,486 124,695,504 189,785,990 2.870/0 60.50%
Other 78,275,816 104,068,505 182,344,321 2.75% 63.26%

Total Property Taxes 51,4JO,8Z~071 52,777,199.881 54,118.025,952 63.26-;. 63.26-;.

Other Local TaleS:

Local Sales & Use $202,785,025 $269,556,734 $472,341,7.59 7.13% 70.39%
ConsumerUtility 173,459,506 143,640,36,5 317,099,871 4.79% 75.18%
BPOL 138,366,878 140,080,150 278,447,028 4.21 Ole 79.39%
Meals 99,464,091 26,908,.58.5 126,372,676 1.91% 81.30%
Motor VehicleLicenses 31,922,817 58,229,221 90,152,038 1.36% 82.66%
Transient Occupancy 23,121,2n 18,402,062 41,523,339 0.63% 81.92%
Tobacco 23,430,724 2,739,926 26,170,650 O.4()OA> 83.68%
Severance 0 I1,l31,953 11,]31,953 0.11% 83.8.50/0
Admissions 6,365,310 66,359 6,431,669 0.10% 83.95%
All Other Taxes 34,192.517 65,725,450 190,070,005 2.870A> 86.63%
Total Other Local Tues 5733,1os.145 $736,480.aos SI,469,518,95O 22.50% 86.63%

Total Tax Revenue $2,143,934.216 53.513,680,686 S5.657,614,902 86.63% 86.63%

Charges for Services $173,284,136 $3,52.987,628 S526,271,764 7.95% 94.690/0
Pennits, PrivilegeFees.
& Regulatory Licenses 19,713,155 68,816,889 88,530,044 1.34% 96.00%
Fines & Forfeitures 21,388,029 19,907,660 41,295,689 0.62% 96.68%
Revenuefrom Useof Money
& Property 34,941.963 78,160,936 113,102,899 1.71% 98-41%
Miscellaneous 60,009,311 43,599,327 103,608,638 1.56% 100.00%

TotaJ Other Revenue $309.336,594 $563,472,440 S871JlO9,034 13.37% 100.00%

TOTAL LoCAL-SoURCE

GENERATED REVENUE 52,453.270.810 54,077.153.125 56,530,423,935 100.00°/0 100.00°/0

SOURCE: Auditor of Public Accounts, Comparative Report of Local Government Revenues and Expenditures, Year
Ended June 30, 1993, and unpublished data.

The localities' heavy reliance on property taxes .has increased over the last decade. Table 3
provides a comparison of local-source revenue for the fiscal years 1982-83 and 1992-93, and
shows that Virginia's counties and cities have increased their dependence on both the real
property tax and the tangible personal property tax.
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The tax with the largest increase was the tangible personal property tax, from 11.75
percent of total local-source revenue in 1982-83 to 13.10 percent in 1992-93. Table 3 also shows
that Virginia's localities have reduced their reliance on other tax sources, including the sales and
use tax and the consumer utility tax, over the course of the last decade.

TABLE3
Change in Composition of Total Local-Source Revenue

Fiscal Yean 1992-93 and 1982-.83

%of %01 % 0/.

1982·83 Total 1992·93 Total Change 1992-93* Change-

Real Property $1,237,474,851 43.82% $2,960,430,278 45.33% 139.23% $2,048,617,753 65."%
Tangible Personal Prop 331,925,074 11.76% 855,465,363 13.10% 157.73% $591,982,032 78.3.5%
Public Service

Corporation Property 91,004,562 3.22% 189,785,990 2.91% 108.55% $131,331,905 44.31%
Other Property 68,191,286 2.41% 182,344,321 2.79% 167.40% $126,182,270 85.04%

Local Sales & Use 242,992,760 8.61% 472,341,759 7.23% 94.39% $326,860,497 34.51%

Consumer Utility 164,850,511 5.84% 317,099,871 4.86% 92.36% $291,433,111 33.11%
All Other Local Taxes 300,665,397 10.65% 680,147,320 10.42% 126.21% $470,661,945 56.540;1
TOTAL TAX
REVENUE $2,431,104,441 88.30% $0,657.614,902 86.64% 182.14% $3,915,069,518 60.64-..

Charges for Services $186,389,586 6.60% $526,271,764 8.06% 182.35% $364,180,061 95.3904
Permits, Privilege
Fees, & Regulatory
Licenses 30,439,505 1.08% 88,530,044 1.36% 190.84% $61,262,790 101.26%
Fines & Forfeitures 17,517,185 0.62% 41,295,689 0.639& 135.74% $28,576,617 63.13%
Revenue from Use of

Money & Property 107,842,800 3.829& 113,102,899 1.73% 4.88% $78,267,206 (27.42%)
Miscellaneous 44,542,427 1.58% 103,608,638 1.59% 132.52% $71,669,497 60.90%
TOTAL LocAL-SOURCE
GENERATED REvENuE $2.823.835.944 100.00% $6.530.428.935 100.00% 131.26% $4.519.025.684 60.03°4

·Figures and percentage ofchange have been reduced by the amozmt of inflation utilizing the Consumer Price Index (CPI-U). Base year is
1982.

SOURCE: Auditorof Public Accounts. Comparative Report of Local Govenunent Revenues and Expenditures, Year Ended June 30, 1983
and Year Ended June 30, 1993.

It is difficult to accurately and fairly compare local taxes and local tax burdens among the
50 states, due to the diversity in the level of responsibilities among the local governments.
However, to gain some perspective, Table 4 compares Virginia's state and local tax revenue with
that of the other states based on two different measures: (i) per capita, where total state and local
tax revenue is simply divided by the population of the state, and (ii) percentage of personal
income, where total tax revenue is divided by the state's total personal income. This latter
measure may more accurately reflect tax burden, since most taxes are ultimately paid out of
personal income.
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TABLE 4
State and Local Tn Collections Per Capita and as

a Percentage of Personal Income: 1991

Collections Collections as B

Per Percentage of Penonal
State Capita Rank Income Rank

Alabama $1,364.05 49 9.J8% 49
Alaska $4,411.41 1 21.03% 1
Arizona 52,002.46 21 12.74% 7
Arkansas $1,337.42 SO 9.S0% 47
California 52,282.56 10 11.20% 23
Colorado SI,959.96 22 10.61% 33
Connecticut 52.666.72 6 10.470.4 38
Delaware 51,0210.56 18 10.56% 3S
Districtof Columbia $4,036.83 1 17.19% 2
Florida 51,829.98 31 10.0'% 45
Georgia 51,796.70 32 10.73% 28
Hawaii 52,866.66 4 14.36% 4
Idaho $1,604.02 42 10.81% 27
llIinois $2,132.44 14 10.53% 36
Indiana SI,739.oo 34 10.40% 40
Iowa $1,947.28 2S 11.37010 19
Kansas SI.929.89 27 10.69% 31
Kentucky 51.729.24 36 11.60% 16
Louisiana SI,654.05 40 11.49010 18
Maine $2,032.68 19 11.87010 14
Maryland S2,283.77 9 10.61% 34
Massachusetts S2,468.99 7 10.90010 26
Michigan $2,106.20 17 11.54% 17
Mimesota $2,347.80 8 12.66% 8
Mississippi sr,302.06 51 10.22% 42
Missouri SI,595.76 44 9.19% 48
Montana $1.571.70 45 10.41% 39
Nebraska SI.954.93 24 11.23% 22
Nevada 51.942.16 26 JO.70010 29
New Hampshire 51,914.69 28 9.14% SO
New Jersey $2,777.83 5 11.180,4 24
New Mexico 51.721.82 37 12.300.,4, 9
New York $3.336.58 3 15.15% 3
North Carolina 51,672.48 38 10.40% 41
North Dakota $1,733.57 35 11.31% 20
Ohio 51.851.73 30 10.62°.,4, 32
Oklahoma $1,671.36 39 10.91% 2S
Oregon $2,017.23 20 11.98% 12
Pennsylvania 51,887.06 29 10.16% 43
Rhode Island 52,132.25 15 11.33% 21
South Carolina $1.560.85 46 10.48% 37
South Dakota 5J,488.60 41 9.52% 46
Tennessee 51,410.01 48 9.070,4 51
Texas SI,751.36 33 10.69% 30
Utah 51.600.68 43 11.71% IS
Vennont

VIRGINIA
Washington 52.236.39 12 12.18% 10
West Virginia $1.630.03 41 11.92% t3
Wisconsin 52,226.13 13 12.80% 6
Wyoming 52,252.87 11 14.05% 5

U.S. 52,083.28 11.27%

SOURCE: Compiled by Author from Government Finances: 1990-91, U.S. Bureau of the Census.

Virginia taxpayers paid approximately $1,960 in state and local taxes for 1991, ranking
Virginia, on a per capita basis, 23rd of the 50 states and the District of Columbia. In Table 5, a
comparison ofneighboring states shows only the State ofMaryland (ranked ninth) and the District
of Columbia (ranked second) with a higher per capita amount of state and local taxes.
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If state and local tax revenue is measured by the level of personal income, however, state
and local tax revenue in Virginia equaled $100.80 per $1, 000 of personal income (10.08 percent
of total personal income). Using this measure, Virginia ranked 44th among the 50 states and the
District of Columbia. Of Virginia's neighboring states, only Tennessee had a lighter tax burden.

TABLES

State and Local Tax Burden: Virginia and Neighboring States"

District of Columbia
Georgia
Kentucky
Maryland
North Carolina
South Carolina
Tennessee
VIRCINI.A···
West Virginia

U.S. Avera e

State & Local
Tax Revenue
Per Capita

$4,036.83
$1,796.70
51,729.24
$2,283.77
$1,672.48
51,560.85
$1,410.01

.$:J]959.86
51,630.03

52,083.28

Rank

2
32
36
9

38
46
48

. n<'·
41

State & Local
Tax Revenue Per 51,000 of

Income

5171.90
$107.31
$116.00
$106.08
$103.95
5104.83
590.07

i} •. $iOUQ::·:;i\ .
5119.23
$112.67

Rank

2
28
16
34
41
37
51
44
13

"lncludes the District ofColumbia

A breakdown of local tax collections per capita for Virginia's cities and counties can be
found in Appendix B. The appendix shows that, on average, cities have a higher per capita local
tax burden than counties, with $936.26 and $885.99, respectively. The cities with the highest per
capita tax burdens are all Northern Virginia localities: Falls Church ($2,167.92), Fairfax
($1,778.74) and Alexandria ($1,711.29). The City of Radford has the lowest per capita local tax
burden ($351.33).

With regard to counties, those with the highest per capita tax burden are Bath
($1,915.81), Arlington ($1,644.60), Surry ($1,535.21), Fairfax ($1,464.87), and Loudoun
($1,379.01).2 The county with the lowest is Pittsylvania ($233.85).

It should be noted that tax collections are a function of both the tax base and the tax rate.
Both Bath and Surry counties have large tax bases due to the location of major Virginia Power
facilities in their jurisdictions. Therefore, they have small relative tax rates. In 1991, the average
effective tax rate in Surry County was $0.46 per $100 compared with a $0.93 state average.

B. Taxing Authority

1. Constitution

The authority of the General Assembly, and limitations on such authority concerning
taxation by local governments, are set out in Article X of the Virginia Constitution. Because the
General Assembly inherently has the power to tax and to delegate such authority to local

2 Bath and Surry both have a high tax per capita because ofthe location ofa Virginia Power nuclear generating plant within the county.
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governments, the principal purpose of Article X is to restrict the taxing powers the General
Assembly may grant to local governments.

The Constitution segregates certain sources of tax revenue exclusively for taxation by the
state and others by the localities. 3 Section 4 of Article X specifically provides that real estate,
coal and other mineral lands, and tangible personal property, except rolling stock of public service
corporations, are to be taxed only by local governments.

2. Virginia Code

The taxing authority of local governments is essentially statutory and is set out primarily in
Subtitle III, Chapters 30 through 39, of Title 58.1 of the Code of Virginia. Appendix C
summarizes the taxing powers granted to the localities and provides statutory references to the
Code of Virginia.

Major sources of tax revenue include retail sales and use tax; consumer utility taxes; motor
vehicle and trailer license taxes; business, professional, and occupational license taxes; transient
occupancy taxes; recordation taxes; taxes on wills and grants of administration; bank franchise
taxes; recreation taxes; and special and sanitary district taxes.

3. Uniform Charter Powers Act

The one exception to the statutory grant of taxing authority is the Uniform Charter
Powers Act. As the Virginia County Supervisors' Manual states:

The Code of Virginia sets forth in considerable detail the items of wealth or wealth-producing
activities which may be taxed by local governments. As a result, counties and cities now enjoy
relatively parallel tax powers, except for the broad grant of taxing power contained in the
Uniform Charter PowersAct that is subject to inclusion in municipal charters.4

Section 15.] -841 of the Code of Virginia refers to the taxing powers granted under the
Uniform Charter Powers Act and states:

§ 15.1-841. Taxes and assessments. A municipal corporation may raise annually by taxes and
assessments on property. persons and other subjects of taxation. which are not prohibited by law,
such sums of money as in the judgment of the municipal corporation are necessary to pay the
debts, defray the expenses. accomplish the purposes and perform the functions of the municipal
corporation, in such manner as the municipal corporation deems necessary or expedient.

Under this section, cities and towns which have incorporated the Uniform Charter Powers
Act into their charters have a general taxing authority. Accordingly, such cities and towns may in
fact impose taxes as a result of this provision, or through explicit authority granted in their

3Virginia Constitution, Article X, Sections] through 4.
4Marsha S. Mashaw. Virginia County Supervisors' Manual, Fourth Edition, revised (Virginia Association of Counties and the University of Virginia,
1982), p.96.
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charters, which may not be levied by counties. A major difference resulting from this general
grant of taxing authority is that cities and towns which incorporate it into their charter may levy
taxes in addition to those imposed by counties; unlike counties, they are not subject to the rate
limitations set out in the Code.

c. Local Taxes

The following section briefly describes each of the local taxes imposed by Virginia's
counties, cities, and towns." Appendix D lists the number of cities and counties which levy the
various taxes.

1. Taxes on Property

a. REAL PROPERTY. The real property tax is assessed annually against the fair market
value of all taxable real estate. Fair market value is determined by an appraisal process which may
occur as frequently as annually or as infrequently as every six years.f

Certain types of property which may not technically constitute real property, fixtures, or
improvements to real estate are taxed like real estate. Mineral and timber lands are also taxed as
real estate, although they are to be separately listed and assessed. Mobile homes, although they
may constitute real property under the law of fixtures, are classified as tangible personal property
but may not be taxed at a rate greater than that applicable to real property, 7

b. LAND USE TAXATION. In 1971, the General Assembly adopted legislation for the
purpose of preserving land dedicated to agricultural, horticultural, forestal, and open space uses
by reducing or deferring increased taxes due to a potential "higher use. \I The concept is based on
the assumption that encroaching development and resulting higher property taxes compelled farm
owners to sell their land. Land use taxation is a local option program, and localities may elect to
include any or all of the four classifications of property in their ordinance. The State Land
Evaluation Advisory Council annually determines and publishes a range of suggested values for
each of the special uses. These values are advisory, however, and the ultimate valuation is made
by the commissioner of the revenue or other local assessing officer. In addition to the special use
value, the local assessor also determines the fair market value of the special use property at it
highest and best use.

When the landowner changes the use of the land, liability for roll-back taxes attaches and
is computed by adding the amount of deferred tax for the five most recent completed tax years,
including simple interest at the rate applicable to the delinquent taxes. In addition, taxes for the
current tax year are recalculated. The amount of deferred tax for each year is the difference

5 Matcr-ia l from this section has been liber-ally extracted from A Legislator's Guide to Taxation In Vtrginta, Vol.Z: Local Taxes. Division of
Legislative Services.

6Cities are required to reassess at least every two years, while smaller cities (total population of 30,000 or less) may elect to reassess every four years.
Large counties are required to reassess at least every four years, while counties with smaller populations (50,000 or less) may reassess every five or six
7ears. Va. Code §§ 58.1-3250. 58.1-3251, and 581-3252.

Va. Code §§ 58.1-3506 A 8 and 58.1-3506 B
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between the tax actually levied and paid and the tax that would have been paid if fair market value
assessments hadbeenutilized.

2. Property Tax Exemptions

The majority of property tax exemptions are found in Article :x, Section 6 of the Virginia
Constitution, which includes the following:

1. Property owned directly or indirectly by the Commonwealth or any of its political
subdivisions;

2. Property owned and exclusively occupied or used by churches or religious bodies for
religious worshipor for the residences oftheir ministers;

3. Nonprofit cemeteries;
4. Property owned by nonprofit public libraries or nonprofit institutions of learning, as long

as such property is primarily used for literary, scientific or educational purposes or
purposes incidental thereto;

5. Intangible personal property, or any class or classes thereof, as may be provided for in
general law;

6. Property used by its owner for religious, charitable, patriotic, historical, benevolent,
cultural or public park and playground purposes, as may be provided by classification or
designation by a three-fourths vote ofthe General Assembly;

7. Land subject to a perpetual easement pennitting inundation by water as provided by
general law;

8. By local option, property owned and occupied as their sole dwelling by persons 65 years
of age or older or permanently and totally disabled, who are deemed by the General
Assembly to be bearing an extraordinary tax burden on such property in relation to their
income and financial worth;

9. By local option, pollution control or solar energy equipment, facilities, or devices,
including real property; and

10. By local option, partial exemption of real estate which has undergone substantial
renovation, rehabilitation, or replacement.

Article X, Section 6 of the Constitution also provides that property tax exemptions are to
be strictly construed. Items 1, 2, 3, and 4 above are self-executing; that is, they do not require
statutes to implement them.8 ~

Item 6 above authorizes the General Assembly, by a three-fourths vote in each house, to
exempt charitableorganizations from property taxation either by designation (naming the specific
organization) or by classification (naming a class or groups similarly situated). Since this
provision first appeared in the Constitution in 1971, through the end of the 1994 Sessions of the
General Assembly, slightly over 600 organizations have been granted exempt status by
designation. Few of those exemptions were granted on a state-wide basis; most are granted on a
local jurisdictionbasis only.

8However, the General Allembly bu chOIcn 10 duplicmc the lInpage oflhe Constitution in subdivision A of § 38.1-3606.
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In 1978, the General Assembly determined that the proliferation of tax exemptions
constituted one of the reasons local tax bases continued to erode and attempted to devise a
method for dealing with the problem. A study authorized by HJR 32 and continued by HJR 227
in 1979 culminated in the Report of the Joint Subcommittee to Study Real Property Tax
Exemptions. 9 The report stated that localities' percentages of tax exempt property ranged from
four percent to 45 percent of the tax base, with a median of 18 percent. Although governmental
property accounted for the largest portion of exempt property, "the private sector's share is quite
substantial. "10

The report also noted that the Commonwealth's "controlover exemption policy is an
accident of history" and a remnant left over from a period of time when the Commonwealth itself
taxed such property. However, the subcommittee concluded "that it was impossible to make
meaningful changes affecting existing exemptions. No charitable organization was willing to
exchange a sure exemption for uncertainty, regardless of the equity of the proposal or the minimal
extent of the uncertainty." As a result, the subcommittee was left with merely standardizing the
procedure by which new exemptions are to be granted.

That procedure has been codified in § 30-19.04 of the Code of Virginia. Any legislative
committee is prohibited from considering such exemption legislation unless the request for
legislation is accompanied by a resolution of the governing body of the affected locality either
supporting or refusing to support the exemption. Such legislation which is supported by local
government is routinely enacted unanimously by each session of the General Assembly.

3. Service Charges

Article X, Section 6 (g) of the Constitution permits the General Assembly to authorize
local governments to impose service charges on otherwise tax exempt property.P Certain
property is excluded from this provision, including the land and buildings of churches used
exclusively for worship and property used exclusively for private educational or charitable
purposes. The service charge is based on the amount the locality expended in the preceding year
for providing services to the exempted property; the services to be considered include only police
and fire protection and refuse collection. Any such service charge is capped at 20 percentof the
real estate tax rate, or at 50 percent in the case of faculty and staff housing for private educational
institutions.

Concerned that the service charge had been imposed, for the most part, only upon the
property of the Commonwealth, the General Assembly amended the Code to restrict the use of
the service charge to those localities where the value of real estate owned by the Commonwealth,
excluding hospitals, educational institutions, or roadway property, .exceeds three percent of the
value of all real estate within the jurisdictions' boundaries.

9House Document No. 35 (l980).
10!d., at 7-8.

llCodified in Chapter 34 (§ 58.1-3400 et seq.) of Title 58.1 ofthe Codeof Virginia.
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4. Tangible Personal Property

Tangible personal property was segregated for local taxation in 1927. 12 Cities, counties
and towns may levy a tax on the tangible personal property ofbusinesses and individuals. For tax
purposes, personal property is property that, by its location and character, shows that the owner
intends it to be movable. Household goods and personal effects are classified separately to enable
localities to exempt them from the personal property tax.13 Localities are also authorized to
exempt or tax at a lower rate farm machinery and equipment.P

Since 1979, the number of classifications for tax rate purposes has increased considerably,
from eight in 1979 to the current 22. The classification statutes set the upper limit of the tax rate
on these classes at the rate on tangible personal property. The localities are not required to
establish different tax rates on these different classes of property, but are given the option to
adopt lower rates.

The tax is imposed by the locality where the property has situs. The situs, or location, of
personal property is the county, city, or town in which the property is physically located on the
tax day, which in most localities is January 1. However, the situs for purposes of assessment of
motor vehicles, travel trailers, boats and airplanes is the locality where the vehicle is normally
garaged, docked, or parked. When situs cannot be determined it is considered to be the owner's
jurisdiction.15

Localities are required to assess tangible personal property at fair market value. However,
localities are authorized to assess each class of tangible personal property according to a different
method so long as the method used is uniform within each class.

a. MACHINERY AND TOOLS. Counties, cities, and towns are required to segregate
machinery and tools used in a trade or business as a separate classification of tangible personal
property. The tax rate, however, cannot exceed that imposed on other classes of tangible
personal property. 16

b. MERCHANTS' CAPITAL. The merchants' capital tax may be imposed by localities that
do not impose a business, professional and occupational license tax ( tlBPOLtt).17 The rate of the
merchants' capital tax may not exceed the rate and ratio which were in effect in a locality on
January I, 1978.18 Localities, however, may still lower the tax liability of merchants by changing
the nominal rate, the assessment ratio, or both. Merchants' capital is defined as inventory of stock
on hand, daily rental passenger cars as defined in § 58.1-2401 of the Code, daily rental property,

12Chapter 576, 1926 Acts ofAssembly.
13Chaptcr 72, 1958Acts ofAssembly; Va. Code § 58.1-3504.
14Va. Code § 58.1-3505.
15 Va. Code § 58.1-3511.
16Va. Code § 58.1-3507.

17Generally, more counties levy the merchants' capital tax, while cities and to~' opt to levy the BPOL tax. In 1993. the merchants' capital tax was
levied by 52 counties. while none of the independent cities imposed the tax. 1993 Tax Rates in Virginia's Cities, Counties. and Selected Towns,
Center for Public Service, University of Virginia. ... ~

laVa. Code § 58.1-3509.
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and all other taxable personal property of any kind except (i) money on hand and on deposit and
(ii) tangible personal property not offered for sale as merchandise.l?

5. Taxes on Individuals/Consumers

a. SALES AND USE. Tangible personal property sold or used in the Commonwealth is
subject to the Virginia retail sales and use tax unless the property is exempt from taxation by
statute. A transaction subject to the sales tax is not subject to the use tax. Sales and use tax
exemptions are classified into the following ten categories: (i) governmental and commodities, (ii)
agricultural, (iii) commercial and industrial, (iv) educational, (v) services, (vi) media-related, (vii)
medical-related, (viii) nonprofit civic and community service, (ix) nonprofit cultural organizations,
and (x) miscellaneous.w

Virginia's counties and cities are authorized to impose up to a one percent local sales and
use tax on a tax base identical to the state tax base. All counties and cities have chosen to impose
the local tax at the maximum rate of one percent, which means there is a uniform 4.5 percent sales
and use tax rate imposed throughout the Commonwealth, including the 3.5 percent state tax rate.

State tax revenues generated by one percent of the 3.5 percent tax rate are distributed to
counties and cities on the basis of the number of school-age children in each locality according to
the most recent statewide census of school-age population taken by the Department ofEducation.
The state revenues distributed to each locality must be used for maintenance, operation, capital
outlay, debt, and other expenses incurred in the operation of public schools.

The one percent local sales tax collected with the state tax is distributed to counties and
cities based upon the point of sale.21 The revenues collected are distributed to the general fund of
the locality and may be used for any purpose. Towns located within a county do not have
authority to levy the local sales tax unless the county has not levied the tax. However, the town is
entitled to a portion of the local revenues collected by the county.

Every retail dealer is required to collect the sales and use tax from the purchaser and remit
the taxes collected to the Department of Taxation on or before the twentieth day of each month
following the month of collection. The Department may require a dealer to tile returns on a
quarterly basis to simplify administration of the sales tax. 22 Dealers are subject to civil and
criminal penalties for failing to collect sales tax.23

b. MOTOR FuEL. Certain localities are authorized to impose a special local sales and use
tax on motor fuel of up to two percent of the retail price of the fuei. Motor fuel is one of the
categories of tangible personal property which is exempt from the general sales and use tax base.
The Code of Virginia authorizes the imposition of this tax by any county or city that is a member

19 y a. Code § 58.1-3510.
20Ya.·Code §§ 58.1--609.1 through 58.l-609.1O.
21 y a. Code § 58.1-6()5.
22 Va. Code § 58.1-615.
23 y a. Code §§ 58.1-635 and58.J-636.
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of the Northern Virginia Transportation District or any transportation district contiguous to the
Northern Virginia Transportation District (currently, only the Potomac-Rappahannock
Transportation District). The tax is levied like a sales and use tax but is essentially a motor fuel
tax, since the tax is incorporated into the pump price of the motor fuel.

c. DAILY RENTAL PROPERTy.24 The daily rental property tax is a tax on the gross
proceeds-" of any person engaged in the short-term rental business. Localities are authorized to
levy the daily rental property tax in an amount not to exceed one percent.

d. MOTOR VEHICLE LICENSE. Counties, cities, and towns are authorized to impose a
license tax on motor vehicles, trailers, and semi-trailers not to exceed that imposed by the state.
The situs for the imposition of the license tax is the locality in which the vehicle is normally
garaged, stored, or parked. If it cannot be determined where the personal property is normally
located, the situs is the domicile of its owner. If the owner of the vehicle is a college student, the
situs is the domicile of the student.

e. CONSUMER UTILITY. The consumer utility tax is a local option tax which localities
are authorized to impose on consumers of telephone services,26 water, heat, light, and power. 27

The tax on residential customers may not exceed 20 percent of the first $15 of the monthly bill.
However, any locality imposing a higher rate prior to July 1, 1972, may continue to tax at that
rate, but may not raise it further. There are no limitations on the rates imposed on nonresidential
consumers, i.e., commercial or industrial consumers.

The 1994 Session of the General Assembly amended the statute to authorize localities to
levy the consumer utility tax on users of mobile telecommunication services, effective September
1, 1994. The tax rate on such services may not exceed 10 percent of the monthly gross charge
and is only applicable to the first $30 of the monthly bill.

The local utility tax is collected by the public service corporations or service providers as
part of the monthly bill, with virtually no administrative costs to the locality. Localities are .
authorized to pay a commission of up to five percent of collections for collecting the tax if the tax
is remitted in a timely fashion.28

If a town imposes the tax, the county tax does not apply within the town if it operates its
own school system or provides police or fire services and water or sewer services.

Every city with the exception of Bedford, and 82 of the 95 counties reported a utility
consumers' tax in effect during the 1993 tax year.29

24"Daily rental property" means all tangible personal property held for rental and owned by a person engaged in the short-term rental business. except
trailers as defined ill § 46.2-100 and other tangible personal property required to be licensed or registered with the Department of Motor Vehicles,
Department ofGame and Inland Fisheries. or the Department of Aviation. Va. Code § 58.1-3510.
25..GTOSS proceeds" means the total amount charged to each person for the rental of daily rental property,excluding any state and local sales tax paid
under the provisions ofChapter 6 (§ 58.1-600 et seq.) of this title. Va. Code § 58.1-3510.1.
26 Va. Code § 58.1-3812
27 Va. Code § 58.]-3814.
18Va. Code § 58.1-3816.1.

~91993 Tax Rates In Virginia's Cities. Counties, and Selected Towns, Center for Public Service, University of Virginia.
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f. TRANSIENT OCCUPANCY. The transient occupancy tax. is a local tax based on the
charge for lodging in hotels, motels, boarding houses, travel campgrounds and other facilities
offering guest rooms rented out for continuous occupancy for fewer than 30 consecutive days.
Counties are authorized to impose a tax of up to two percent based on the amount of the charge
of the occupancy.P By special act, Arlington County is authorized to impose a tax of five
percent. 31 Cities and towns may impose the tax without limitation under their "general taxing
powers" provided under the Uniform Charter Powers Act. If a town imposes a transient
occupancy tax, a county may not levy the same tax within the territorial limits of the town unless
the town grants the county the authority to do SO.32

g. MEALS. The food and beverage tax, also known as the meals tax, is a local tax based
on the amount charged for certain prepared foods and beverages. Counties are limited to an 8.5
percent tax rate, but this includes the 4.5 percent sales and use tax, resulting in an effective meals
tax cap of four percent. Prior to the imposition of the meals tax, the tax must be approved in a
voter referendum in the county, unless the county is exempt from this requirement.P Under the
general taxing powers provided in the Uniform Charter Powers Act, any city or town may levy a
meals tax without any limit on the tax rate. As with other local taxes, when a town imposes the
meals tax:, it prevents the county in which the town is located from imposing the county meals tax
with the town, unless the town specifically allows the imposition of the county tax within the
town's geographical limits.

h. INcoME. Virginia's local income tax is a "piggy-back" tax based on a percentage of
Virginia taxable income. The 1989 Special Session of the General Assembly authorized localities
with the urban county executive form of local government, and those adjacent to it, to impose a
local income tax on top ofthe state tax rate for individuals and corporations at a maximum tax:
rate of one percent strictly for transportation purposes.P' Prior to imposition of the tax, the
locality must have the approval of a majority of the voters in a local referendum. By local option
the tax may be imposed in lesser increments than one percent as long as such increments are
stated in one-quarter percents (i.e., .25 percent, .50 percent, or .75 percent). If imposed, the tax
automatically expires five years from its effective date in the locality. To date, not one locality
has held a referendum to initiate the tax.

i, CIGARETTES. The cigarette tax is a flat fee levied on each pack of cigarettes. The
local cigarette tax is added on to the price of each pack prior to its purchase. Cities may impose
the tax provided they had the authority to do so under their charter prior to January 1, 1977.
Only two counties, Arlington and Fairfax, have been granted statutory authority to levy the
cigarette tax and are subject to a maximum rate of five cents per pack or the amount levied under
state law, whichever is greater. Under the general taxing powers provided in the Uniform Charter

30 Va. Code § 58.1-3819.
31Chapter 265, 1977 Acts ofAssembly.
32Va. Code §§ 58.1·3711 and 58.1-3819.
33Va Code § 58.1-3833.

34Although not mentioned by name in the statute, only the Northern Virginian localities Arlington, Fairfax, Loudoun, and Prince William Counties.
and the Cities of Alexandria. Fairfax, Falls Church. Manassas, and Manassas Park, Norfolk and Virginia Beach are authorized to impose a local
income tax. Va. Code § 58.1-540.
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Powers Act, any city or town may levy the cigarette tax without any restriction on the rate
charged.

j. ADMISSIONS. The admissions tax is a local tax based on the charge for admission to
certain events which are divided into five classes. 35 Localities may tax each class of admissions
with the same or a different tax rate. Cities and towns may impose the tax without limitation
under their "general taxing powers" provided under the Uniform Charter Powers Act. However,
of Virginia's counties, only four (Fairfax, Arlington, Dinwiddie, and Prince George) are
authorized to levy an admissions tax at a rate not to exceed 10 percent of the amount of charge
for admissions. Only one of the four counties, Dinwiddie, currently levies the admissions tax.

k. RECORDATION. The recordation tax is a tax imposed on the privilege of recording
any deed, lease, contract, or mortgage relating to real estate and certain railroad rolling stock.
Currently the state recordation tax is 15 cents per $100 or fraction thereof On deeds of bargain
and sale, the tax is imposed on the sales price or the actual value of the property conveyed,
whichever is greater. The option is placed in the statute as a safeguard to ensure that the
consideration is not understated as a tax avoidance measure. On deeds of trusts and mortgages,
the tax is imposed on the amount ofdebt, bonds, or obligation secured by the debt instrument. 36

Localities are authorized to impose a local recordation tax in an amount equal to one-third
of the amount of the state recordation tax. 37 Almost all Virginia cities and counties have
exercised this authority and enacted a local recordation tax.

I. PROBATE. The probate tax is a tax on the probate of every will or grant of
administration. Counties and cities are authorized to impose a local probate tax in an amount
equal to one-third ofthe state probate tax. 38

m. E-911 EMERGENCY SERVICES. Any county, city or town which has established or
win establish an enhanced 911 emergency telephone system is authorized to impose a special local
tax on consumers of telephone services.39

6. Taxes on Businesses

8. BUSINESS, PROFESSIONAL AND OCCUPATIONAL LICENSE (BPOL). Counties, cities,
or towns may levy a local license tax on business, trades, occupations, and professions.s? The tax
is commonly referred to as the BPOL tax. The basis for the tax is normally gross receipts, but
will always be the same for all individuals engaged in the same business. 41 Some occupations and
businesses are exempt from the tax, including but not limited to certain public service

35Va, Code § 58.1-3817.

36y a. Code §§ 58.1-801 and 58.1-803.

37y a. Code § 58.1-3800. However, § 58.1-3802 provides that the authority granted under § 58.1-3800 does not supersede or repeal any city charter
provision. For example, the City of Bristol is authorized under its charter to impose a recordation tax at one-halfthe rate ofthe state's tax. Therefore,
City of Bristol imposes a local recordation tax at the rate of 7y: cents per $100 ofconsideration or actual value.
38V a. Code § 58.1-3805.
39y a. Code § 58.1-3813.

4OYa. Code § 58.1-3703.
41 y a. Code § 58.1-3705.
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corporations and manufacturers who sell merchandise at wholesale at the place of manufacture.42

For counties, the license tax imposed does not apply in any town in the county where the town
has a similar tax, unless the town's governing body makes provision for the county to apply the
tax.

The situs for the BPOL tax is any county, city, or town in which the individual maintains
an office or carries on principal and essential business. If such taxable situs is in more than one
local jurisdiction, the tax in anyone jurisdiction may not exceed the amount of business
attributable to that local jurisdiction.

In general, the limits on the BPOL tax rates are that: 43

"[N]O local tax imposed ". shall be greater than thirty dollars or the rate set forth below
for the class ofenterprise listed, whichever is higher:
1. For contracting, and persons constructing for their own account for sale, sixteen cents

per $100 ofgross receipts;
2. For retail sales, twenty cents per $100 ofgross receipts;
3. For financial, real estate and professional services, fifty-eight cents per $100 of gross

receipts; and
4. For repair, personal and business services, and all other businesses and occupations

not specifically listed or excepted in this section, thirty-six cents per $] 00 of gross
receipts. "44

A breakdown of BPOL revenue as a percentage of local-source revenue for fiscal year 1993 can
be found in Appendix E.

b. UTILITY LICENSE. The utility license tax is a local license tax on public service
corporations, including telephone and telegraph companies, water companies, and heat, light and
power companies.w Localities are authorized to levy a utility license tax in an amount not to
exceed one-halfof one percent of the gross receipts accruing to the company from business within
the locality.

c. SEVERANCE. Severance taxes are excise taxes levied on the production of natural
resources when "severed" from the earth. In Virginia, such taxes relate to coal, oil, and natural
gas. Article X of the Constitution of Virginia specifically segregates coal and other mineral lands
for local taxation only.

Any city or county in the Commonwealth may impose a license tax on persons who sever
coal or gases from the earth. The tax rate may not exceed one percent of the gross receipts from
the sale of the coal or gas. If a city or county imposes a severance tax, it may not levy the mineral
lands tax under § 58.1-3286 of the Code.w

42 Va. Code § 58.1-3703 £3.

43 These rates were adopted as a result ofa reconunendation by the Revenue Resources Commission in its 1978 report.
44Va. Code § 58.1-3706.
45 Va. Code § 58.1-3731.
46 Va. Code § 58.1-3712.
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In addition, cities or counties may impose an additional levy of one percent of the gross
receipts from the sale of gas severed within the county or city.47 The revenue received from the
additional tax is paid into the general fund of the county or city, except in the City of Norton and
the Counties of Buchanan, Dickenson, Lee, Russell, Scott, TazewelJ, and Wise, where one-half
of the revenues must be paid into the Virginia Coalfield Economic Development Fund. The
purpose of this fund is to enhance the economic base for the above-named localities which belong
to the Virginia Coalfield Economic Development Authority.

Cities or counties may also levy a license tax on every person engaged in the severing of
oil from the earth. The tax rate may not exceed one-halfof one percent of the gross receipts from
the sale of the oil severed in the city or county.

d. COAL AND GAS ROAD IMPROVEMENT. In addition to the severance tax on coal and
gas, cities and counties may levy a local coal and gas improvement tax at a rate of one percent on
the gross receipts of coal and gas companies, for a combined rate of two percent.w The revenue
collected by this additional one percent tax must be paid into a special fund for the purpose of
making expenditures for the improvement to public roads within the collecting locality. At its
discretion, the county may elect to improve city or town roads with the municipality's approval.
Each city and county which imposes this tax has a coal and gas road improvement advisory
committee, which must develop an annual plan before July 1 for road improvements to be
implemented in the following year. For cities and counties that belong to the Virginia Coalfield
Economic Development Authority, the receipts from the tax are to be distributed as follows:
three-fourths for the coal and road improvement fund49 and one-fourth to the Virginia Coalfield
Economic Development Fund.

e. ALCOHoL LICENSE. The alcohol license tax is a tax on persons licensed by the
Virginia Alcoholic Beverage Control Board to manufacture, bottle or sell alcoholic beverages. In
addition to the state alcohol license, counties, cities, and towns may provide for the issuance of a
local license.s? The locality may classify licenses and graduate the taxes among the classes subject
to maximum rates for each class set out in the Code. 51 A county alcohol license tax does not
apply within the geographical limits ofa town if the town also imposes an alcohol license tax, 52

f. BANK FRANCHISE. The bank franchise tax is a tax assessed against the "net capital tt53

of banks and bank holding companies. The tax is imposed at the rate of one dollar on each $100
of net capital, 54 and any city, town, or county may impose a bank franchise tax, not to exceed 80

47 Va. Code § 58.1-3713.4.
48Va. Code § 58.1-3713.

49However, one-fourth ofthis revenue may be used to fund the construction ofnew water systems and lines in areas with natural water supplies which
are insufficient from the standpoint ofquality or quantity.
50Va. Code § 4.]-205.

5IVa. Code § 4.]-233.
52Va. Code § 4.}·233 E.

53Net capital is defined as capital, surplus, and undivided profits, less certain deductions.. including assessed value of real estate, book value of
tangible personal property, loan loss reserves included in undivided profits or capita} reserves, capital accounts of nonbanking subsidiaries,
miscellaneous deductions, and U.S. obligations. Va. Code § 58.1-1205.
54Va. Code § 58.1204.
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percent of the state tax rate on each $100 of net capital of such bank located in the jurisdiction.55

Any bank paying such a local bank franchise tax is entitled to a credit on its state return.P"
Therefore, 80 percent of the bank franchise tax is paid into the treasuries of the localities in which
the bank is doing business.

D. Mandates on Local Governments»

State and federal mandates and their impact on localities are a continuing source of
concern for local officials. Mandates can influence the organization, staffing levels, service
offerings, administrative procedures, budgets, and spending ofall local governments. In addition,
mandates may require localities to redirect their resources to meet state and federal rather than
local objectives.

The Joint Legislative and Audit Review Commission ("JLARC") has prepared several
studies of mandates on local governments in the last decade. In particular, two studies have
addressed issues surrounding state and federal mandates.

In 1983, JLARC conducted a study of state mandates on local governments and local
financial conditions. The study had three primary objectives: (I) to identify state mandates and
the extent to which they impose a burden on local governments; (2) to examine the adequacy of
the amount and type of state financial assistance to localities; and (3) to determine whether local
governments have sufficient local financial resources to fund the public services they must
provide.

The study found that generally local officials agreed with the substance of state mandates,
but were concerned with levels of state funding to meet those mandates. JLARC concluded that
state funding of mandates was substantial in all but a few areas. As an appendix to this study,
JLARC staff prepared an inventory ofstate mandates on local governments.

Because the issue ofmandates continued to concern local officials, the 1990 Session of the
General Assembly directed JLARC to followup on its 1983 study.58 The study focused on the
major issues surrounding intergovernmental mandates and financial assistance, including the
extent of local service responsibilities, the availability of local financial resources, and the
adequacy of state financial and technical assistance to local governments. Local officials
expressed concerns over such problems as a lack of flexibility in the implementation of mandates,
inadequate funding for mandates, unequal taxing authority for cities and counties, and lack of
adequate taxing authority for all localities. JLARC concluded that the state had played a stable
role in providing revenues to local governments. However, JLARC also noted that federal
revenues have declined dramatically, despite significant new federal mandates imposed on
localities.

55 y a. Code §§ 58.1-1208 through 58.1-1210.
56Ya.'Code § 58.1-1213.

57 The material in this section was extracted liberally from the 1993 Report ofthe Joint Legislative Audit and Review Commission, 1993 Update:
Catalog ofState and FederalMandates on Local Governments. HD No.2. (1994).
58 HJR 156 and SJR 45.
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JLARC presented alternative methods to reduce the short-term adverse impact of
mandates, including agency reviews of mandates to identify those that could be relaxed or
eliminated, temporary suspension of selected mandates, and pilot-testing mandates prior to
statewide implementation. Their final recommendation was that a catalog of mandates be
maintained and periodically updated to provide legislators with comprehensive, up..to-date
information about mandates on local governments.

The above recommendations were substantially adopted by the General Assembly during
the 1993 Session, including directing the Commission on Local Government to prepare and
annually update a catalog of state and federal mandates on local governments. The catalog was
published in June 1993 and includes state and federal mandates on local governments as of April
1993.

The catalog identifies 391 state and federal mandates on local governments In the
following areas:59

1. Education;
2. Health and human services;
3. Public safety;
4. Public works;
5. Communitydevelopment;
6. Parks, recreation, and libraries;
7. Administration of the judicial system; and
8. Administration ofgovernment.

The areas most affected by mandates are education, health and human services and public works.
The impact of these mandates varies from minimal reporting requirements to significant service
requirements.

A majority of the mandates (56°~) are required regardless of whether a locality receives
any funding for the mandated program. Other mandates are required either as a condition of
financial assistance or of a locality's choosing to perform a nonmandated activity. Though
optional, this latter form of a "mandate" affects most localities, since they pertain to necessary
local functions such as the construction and operation of water and wastewater facilities and the
construction.

The state imposes most of the current mandates on local governments. Of the 391
mandates identified, 290 are solely state directives. Forty-five requirements are imposed solely by
the federal government. The remaining 56 mandates have both state and federal origins.

59 Mandates were identified through mail surveys ofstate and local governments and through a review of theCode ofVirginia and the Appropriation
Act
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III. Issues

In 1968, the General Assembly created the Revenue Resources and Economic Study
Commission. Beginning that year and through 1980, the Commission conducted an ambitious
study of the state's revenue structure. The fundamental issue raised by the resolution creating the
Commission was the adequacy and fairness of the state's revenue structure, specifically, (i)
whether a changing economy, shifting population, and expanded government activity have
rendered present resources inadequate to meet the demands upon them and (ii) whether the
present revenue and tax structure as it has developed is equitable.60

Similarly, the joint subcommittee created pursuant to HJR 160 has been called upon to
examine local revenue resources and specifically to:

1. Identify and examine all local taxes and fees;

2. Review the equity of each such tax and fee assessed and report which are the most efficient
and least burdensome;

3. Determine whether changes are needed in the tax structure relative to Virginia's changing
economy;

4. Determine which localities tax cellular telephone services, inventory and compare such tax
rates and evaluate the efficacy and impact of the application of such policies.f! and

5. Recommend possible alternatives for replacement or consolidation of local revenue taxes.

Although the scope is narrower in that only local revenue resources were studied by the
subcommittee, the fundamental issues are the same for this subcommittee as they were for the
Revenue Resources and Economic Study Commission.

Accordingly, the subcommittee concentrated on the following issues:

• Whether the existing sources of revenue achieve the committed objectives of
local governments in a manner designed to prevent undue burdens upon the
taxpayers.

• Whether the various sources of revenue are adequate under present rates or
require revision.

• Whether additional and new potential sources of revenue exist.

60 The Commonwealth's Revenue Structure, Report of the Revenue Resources and Economic Study Commission. SD 8 (l969)
61During the 1994 Session of the General Assembly, legislation was adopting amending the Code to authorize all localities to impose the consumer
utility tax on users of mobile telecommunication services, effective September J, 1994. Accordingly, the subcommittee did not focus on the taxation
ofcellular telephoneservicesother than in the general contextof the entirestudy.
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IV. Work of the Joint Subcommittee

The joint subcommittee was required by HJR 160 to report its findings and
recommendations to the Governor and the 1995 Session of the General Assembly. In pursuing its
legislative mandate, the joint subcommittee met six times.

,'..
• July 6, 1994; Richmond. At its organizational meeting, the subcommittee elected Robert D.

Hull as chairman and Senator W. Henry Maxwell as vice chairman. The chairman then
announced his intention to appoint ad hoc members, including local elected officials and
representatives from the business community, to assist the subcommittee in its deliberations.

• October 12, 1994; Richmond During the second meeting, DLS staff briefed the
subcommittee on the study's background and issues. This presentation was followed by
presentations by representatives of the Virginia Municipal League (VML), the Virginia
Association of Counties (VACo), and the Virginia Chamber of Commerce. A verbatim
transcript of this meeting is available.

• October 17, 1994; Virginia Municipal League Annual Conference, Norfolk. The joint
subcommittee held a public hearing during the annual vw.. conference to receive input from
VML members and to listen to their concerns. A verbatim transcript of this meeting is
available.

• November J4, 1994; Virginia Association ofCounties Annual Conference, Hot Springs. The
subcommittee provided a similar opportunity to members of VACo during its annual
conference.

• December 19, 1994; Richmond. As a result of the Governor's announcement of his intent to .
introduce legislation to gradually phase-out the business, professional and occupational license
tax, the subcommittee provided an opportunity to representatives of local government and
business to present their views on the elimination of the tax. The subcommittee heard from
representatives of VML, VACo, and the Fairfax County Chamber of Commerce. A work
session was then held to examine new data, including estimates from the Department of
Taxation ofcertain alternatives for increasing local revenues.

• January 12, 1995; Richmond. The subcommittee met to approve a resolution continuing the
study (HJR 487, Appendix H).

A. Local Government Concerns

Existing taxing authority is vital to local governments, and localities are concerned that
this should not be limited in any way. In fact, counties argue that they should have the same
taxing authority as cities and towns which have incorporated the Uniform Charter Powers Act
into their charters.
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Localities believe that, given the considerable effort that local governments are making to
generate sufficient revenue to pay for local programs, the state has more capacity to increase its
taxes than do local governments. Localities generally support either greater state assumption of
services or some form ofbroad-based state tax that would be distributed to local govemments.

In addressing proposals to eliminate the M»OL tax, local government representatives
expressed concern that such proposals would diminish local taxing authority and reduce the
diversity of the local tax base, thereby shifting the tax burden to property taxes. Further concern
was expressed that a loss of a predictable source of revenue. such as the BPOL tax might also
adversely affect a locality's bond rating.

B. Business Concerns

The main concerns ofthe business community are twofold: (i) preservation of tax policy in
the Commonwealth which makes Virginia a favorable place to do business and (ii) preservation of
strict adherence to the Dillon rule in tax matters.

As expressed by the Virginia Chamber of Commerce, the business community supports a
revenue structure which is equitable, broad-based, and non-regressive. Further, the Chamber feels
that taxes should be few in number and easy to administer, with the tax burden distributed
primarily among income, sales, and property taxes. .

Further, the Chamber is concerned that if the Commonwealth abandoned its traditional
adherence to the Dillon Rule and allowed all localities to have general taxing authority, there
would be a tremendous loss of tax predictability and uniformity among localities. Companies
operating throughout the Commonwealth would have to identify and calculate taxes separately for
virtually every locality in which they do business. A uniform tax structure is, therefore, a crucial
incentive for businesses to locate and remain within the Commonwealth.

Clearly, the business community, especially the Northern Virginia high technology
companies, considers the BPOL tax to be burdensome. The information industry typically
functions with relatively high volumellow profit margin operations, and these companies feel that
they have above average BPOL tax burdens.

In response to these concerns, the Fairfax County Board of Supervisors amended its
BPOL tax structure by reducing tax categories, creating new exemptions, and codifying
administrative practices which improve the clarity of the tax categories, effective January I, 1995.
Also, the joint subcommittee which has been studying the BPOL tax pursuant to HJR 110 (1994),
approved a recommendation for a model BPOL local ordinance which provides more equity in the
current system. Legislation to effect this was introduced in 1995, but it was not approved.
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c. Topics of Discussion

As part of and as a result of testimony, the subcommittee discussed the following topics:

• Piggy-back income tax.
• One-half percent increase in the sales tax.
• Sales and use tax on services currently exempted from the tax.
• Adequacy of the county, city, and town structure for current fiscal conditions.
• Equal taxing authority for counties and cities and towns.
• Local corporate income tax.
• Local option gasoline tax.
• Lowered real property taxes.
• Elimination ofthe BPOL tax.
• Taxing authority for local school boards.
• Incentives for revenue sharing.
• Return of lottery proceeds to localities.

On the subject of the structure of county, city, and town governments, the subcommittee
explored this issue and found that there is more flexibility in government and interlocal
government structure than many believe. Appendix F lists the alternatives permitted by the Code
for interlocal relationships. Much of the current flexibility is an outgrowth of the work of the
Commission on Local Government Structures and Relationships which reported its
recommendations in 1990.

The subcommittee requested information from the Department of Taxation concerning the
local revenue raising alternatives that were mentioned in testimony more often than the other
topics. Specifically, a piggy-back local income tax, a one-half percent increase in the sales tax, .
and imposition of the sales and use tax on services currently exempted from the tax were
examined.

Appendix G presents this information as provided by the Department of Taxation for
informational purposes only. The subcommittee has taken no position on these issues. For
individual income tax increases, the effective date was assumed to be January 1, 1994. The
effective date for the sales tax increases and for the taxing of services was assumed to be July 1,
1994. Estimates of the sales tax rate increases assumed that all additional revenues would be
returned to localities and that no dealer discounts would be allowed on this amount.
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v. Conclusion

The subcommittee recognizes the importance of undertaking a study of local revenue
resources. The breadth and complexity of such a study mandates a thorough examination of this
topic. The subcommittee feels that as Virginia shifts to a more service-based economy, the
revenue resources, as well as service responsibilities, of counties, cities, and towns must be re­
examined.

The subcommittee began this re-examination, but has not reached a point where any
conclusions can be drawn or recommendations made. Many items were raised for subcommittee
consideration that need further examination. The members are, therefore, pleased that the study
of this topic will continue and be extended to explore the broader issues of state and local
government responsibility and taxing authority.

It should be noted that in the discussions of the possible imposition of new taxes and
eliminationof old ones, the underlying assumption was that a trade-off existed; that is, new taxes
would only be imposed as a replacement for certain current ones, and current taxes would not be
eliminated without replacement of some source of revenue for the locality.

Many representatives of local governments suggested they would like to see additional
taxing authority, and could not afford to eliminate any of the current taxes. However, the
subcommittee believes that the imposition of too many taxes by localities will be seen as
burdensome and oppressive.

The subcommittee feels that great care must be exercised in choosing alternatives, but
takes no position on whether or not additional taxes are needed. If further study shows a need,
the subcommittee envisions that a menu of tax options might be offered to all localities such that
one or another package of taxing alternative may be chosen, but not all.

Further, as the study of this topic continues, the subcommittee suggests that Adam
Smith's description of the four features ofa "good" tax be kept in mind:

1. The tax will raise the desired amount of revenue.
2. The tax is considered fair and equitable.
3. The costs of administering and complying with the tax are not excessive.
4. The tax must not create economic inefficiencies by causing market distortions.

26



The joint subcommittee extends its gratitude to all interested persons who contributed to
its work.

Respectfully submitted,

Delegate Robert D. Hull, CHAIRMAN

Senator W. Henry Maxwell, VICE CHAIRMAN

Senator Brandon 1. Bell
Delegate Howard E. Copeland
Delegate Riley E. Ingram
Senator Kevin G. Miller
Delegate Harry R. Purkey
Delegate Lionell Spruill, Sr.
Senator Kenneth W. Stolle
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A. House Joint Resolution No. 160 (1994).

B. Local Tax Collections Per Capita.

C. Taxing Powers Granted to Virginia Counties, Cities and Towns.

D. Breakdown ofLocal Tax Revenue ofCities and Counties, FY 1990.

E. Business, Professional, and Occupational License Revenue as a Percentage of Local Own­
Source Revenue, FY 1993.

F. Alternative Approaches to Interlocal Concerns.

G. Estimates ofCertain Revenue-Raising Alternatives.

H. House Joint Resolution No. 487 (1995).
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HOUSE JOINT RESOLUTION NO. 160

Establishing a joint subcommittee to examine local revenue resources and the local taxation ofcellular
telephone services.

Agreed to by the House ofDeJcaates. February 11.1994
Agreed to by the Senate, March 8,1994

WHEREAS, fiscal pressures are being experienced by all levels of government, but none are more severe than those
of localgovernments; and

WHEREAS, the fiscal pressure at the local level results from federal and state mandates as well as from the various
limitations and conditions which are imposed on local tax and fee sources and tax rates; and

WHEREAS, the economy of Virginia is changing and, as a result, the tax structure needs to beexamined periodically
to ensure that the local tax structure is efficient, promotes equity, and serves the needs of local governments as well as its
citizens; and

WHEREAS, consumers of traditional teleconununication services may be subject to local utility taxes, and
telecommunications technology, particularly with respect to mobile or cellular telephone services, has rapidly advanced in
recent times; and

WHEREAS, consumers of such mobile or cellular telephone services are not subject to local taxation under the
current law, as it was enacted far before the advent of such services; and

WHEREAS, there is concern among localities regarding the application of local utility taxes on various
teleconunwtications services; and

WHEREAS. from 1968 through 1980 the Revenue Resources and Economic Conunission examined both the state and
local tax structures and recommended changes to improve both the equity and efficiency of the tax structures; and

WHEREAS, the state and local tax structures have not been thoroughly examined since that time, and Virginia's
economy is undergoing tremendous changes and these changes will likely accelerate; and

WHEREAS, these changes will affect our tax structure and impact locai governments; now, therefore, be it
RESOLVED by the House of Delegates, the Senate concurring, That a joint subcommittee be established to study

local revenue resources and the local taxation of cellular telephone services.
The joint subcommittee shall be composed of nine members as follows: five members of the House of Delegates to be
appointed by the Speaker of the House; and four members of the Senate to be appointed by the Senate Committee on Privileges
and Elections.

The joint subcommittee shall (i) identify and examine all local taxes and fees, (ii) review the equity of each such tax
and fee assessed, and report which are the most efficient and least burdensome, (iii) determine the changes need in the tax
structure relative to Virginia's changing economy, (iv) determine which localities tax cellular telephone services, inventory and
compare such tax rates, and evaluate the efficacy and impact of the application of such policies, and (v) recommend possible
alternatives for replacement or consolidation of local revenue taxes.

The direct costs of this study shall not exceed $6,750.
The Division of Legislative Services shall provide staff support for the study. Technical assistance shall be provided

by the Department of Taxation and the State Corporation Commission. All agencies of the Commonwealth shall provide
assistance to the joint subcommittee, upon request.

The joint subcommittee shall complete its work in time to submit its findings and recommendations to the Governor
and the 1995 Session of the General Assembly as provided in the procedures of the Division of Legislative Automated Systems
for the processing of legislative documents.

Implementation of this resolution is subject to subsequent approval and certification by the Joint Rules Committee.
The Conunittee may withhold expenditures or delay the period for the conduct of the study.
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Appendix B

Local Tax Collections Per Capita
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LOCAL TAX COLLECTIONS PER CAPITA
BY LOCALITY: 1993

General
Property Other

Taxes Local Taxes
PER PER

LOCALITY CAPITA CAPITA TOTAL

CITYOE·

ALEXANDRIA $1,271.64 $439.65 $1,711.29
BEDFORD 341.69 198.14 539.83
BRISTOL 396.79 306.21 703.00
BUENA VISTA 342.43 162.25 504.68
CHARLOTTESVILLE 578.55 408.72 987.27
CHESAPEAKE 723.02 292.35 1,015.37
CLIFTON FORGE 306.08 206.79 512.87
COLONIAL HEIGfITS 629.97 369.09 999.06
COVINGTON 579.83 345.80 925.63
DANVILLE 289.40 . 203.61 493.01
EMPORIA 448.35 455.20 903.55 .
FAIRFAX 1,065.79 712.95 1,778.74
FALLS CHURCH 1,519.36 648.56· 2,167.92
FRANKLIN 408.35 280.92 689.27
FREDERICKSBURG 720.12 462.79 1,182.91
GALAX 401.47 436.30 837.77
HAMPTON 502.94 255.26 758.20
HARRISONBURG 374.94 395.68 770.62
HOPEWELL 679.79 210.35 890.14
LEXINGTON 330.12 205.79 535.9J
LYNCHBURG 503.61 383.21 886.82
MANASSAS 989.27 254.33 1,243.60
MANASSAS PARK 763.39 244.46 1,007.85
MARTINSVILLE 367.89 265.33 633.22
NEWPORT NEWS 564.66 232.87 797.53
NORFOLK 526.36 358.48 884.84
NORTON 287.32 532.74 820.06
PETERSBURG 461.20 246.22 707.42
POQUOSON 580.14 105.89 686.03
PORTSMOUlB 468.20 243.02 711.22
RADFORD 211.97 139.36 351.33
RICHMOND 830.29 436.79 1,267.08
ROANOKE 558.94 415.80 974.74
SALEM 672.95 374.05 1,047.00
SOUTHBOSTON 329.53 273.07 602.60
STAUNTON 4i 1.05 233.31 644.36
SUFFOLK 491.15 185.63 676.78
VffiGlNIA BEACH 576.72 260.65 837.37
WAYNESBORO 557.74 300.54 858.28
WILLIAMSBURG 445.24 841.21 1,286.45
WINCHESTER 496.51 509.05 1,005.56

TOTAL $616.11 $320.15 $936.26
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LOCAL TAX COLLECTIONS PER CAPITA BY LOCALITY: 1993
CONTINUED

General
Property Other

Taxes Local Taxes
PER PER

LOCALITY CAPITA CAPITA TOTAL

CQIINTYQF·

ACCOMACK $367.69 $107.10 $474.79
ALBERMARLE 595.57 234.66 830.23
ALLEGHANY 485.78 110.04 595.82
AMELIA 323.38 101.29 424.67
AMlffiRST 227.30 116.21 343.51
APPOMATIOX 261.85 74.05 335.90
ARLINGTON 1,171.49 473.11 1,644.60
AUGUSTA 302.14 141.79 443.93
BAlli 1,809.05 106.76 1,915.81
BEDFORD 330.38 58.38 388.76
BLAND 221.94 59.34 281.28
BOTETOURT 368.52 115.24 483.76
BRUNSWICK 222.51 74.03 296.54
BUCHANAN 294.82 352.31 647.13
BUCKINGHAM 220.11 80.46 300.57
CAMPBELL 254.29 73.39 327.68
CAROLINE 429.69 123.70 553.39
CARROLL 179.67 67.05 246.72
CHARLES CITY 479.47 69.38 548.85
CHARLOTTE 271.16 53.83 324.99
CHESTERFIELD 702.39 193.51 895.90
CLARKE 530.41 66.30 596.71
CRAIG 246.26 60.52 306.78
CULPEPER 499.27 112.27 611.54
CUMBERLAND 217.26 80.72 297.98
DICKENSON 453.67 301.87 755.54
DINWIDDIE 359.01 100.12 459.13
ESSEX 400.91 137.02 537.93
FAIRFAX 1,204.66 260.21 1,464.87
FAUQUIER 785.78 122.99 908.77
FLOYD 309.49 79.93 389.42
FLUVANNA 373.58 62.26 435.84
FRANKLIN 271.50 104.88 376.38
FREDERICK 462.45 153.67 616.12
GILES 327.02 66.30 393.32
GLOUCESTER 467.60 127.81 595.41
GOOCHLAND 483.40 110.09 593.49
GRAYSON 195.62 58.79 254.41
GREENE 396.73 79.67 476.40
GREENSVll..LE 281.41 82.73 364.14
HALIFAX 191.55 112.97 304.52
HANOVER 556.87 142.35 699.22
HENRlCO 674.72 248.02 922.74
HENRY 257.86 153.65 411.51
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LOCAL TAX COLLECTIONS PER CAPITA BY LOCALITY: 1993
CONTINUED

General
Property Other

Taxes Local Taxes
PER PER

LOCALITY CAPITA CAPITA TOTAL

COIINTY OF·
mGHLAND $459.42 $78.60 $538.02
ISLEOF WIGHf 571.73 85.44 657.17
lAMES CITY 783.09 275.36 1,058.45
KING& QUEEN 409.34 58.44 467.78
KlNGGEORGE 430.96 131.63 562.59
KINGWILLIAM 399.39 71.18 470.57
LANCASTER 484.85 95.91 580.76
LEE 198.01 77.12 275.13
LOUOOUN 1.182.33 196.68 1,379.01
LOUISA 770.69 64.00 834.69
LUNENBURG 266.87 58.43 325.30
MADISON 339.38 82.91 422.29
MATHEWS 415.34 7J.81 487.15
MECKLENBURG ]93.84 80.94 274.78
MIDDLESEX 503.88 76.12 580.00
MONTGOlvfERY 276.74 68.92 345.66
NELSON 540.65 85.66 626.31
NEWKENT 579.55 92.99 672.54
NOR1HAMPTON 431.49 86.29 517.78
NORnruMBERLAND 472.50 75.09 547.59
NOrraWAY 202.49 61.43 263.92
ORANGE 438.15 93.13 531.28
PAGE 217.23 74.49 291.72
PATRICK 218.40 70.31 288.71
PnTSYLVANJA 168.51 65.34 233.85
POWHATAN 346.76 64.10 410.86
PRINCEEDWARD 197.59 108.83 306.42
PRINCE GEORGE 301.18 82.92 384.10
PRINCE WILLIAM 949.37 177.04 1,126.41
PULASKI 269.20 93.00 362.20
RAPPAHANNOCK 485.19 102.84 588.03
RICHMOND 312.76 120.51 433.27
ROANOKE 605.75 193.66 799.41
ROCKBRIDGE 353.79 177.47 531.26
ROCKINGHAM 41 ].05 73.59 484.64
RUSSEll 243.25 97.37 340.62
scorr 184.89 80.78 265.67
SHENANDOAH 360.93 83.53 444.46
SMYTIi 200.92 69.89 270.81
SOUTIlAMPTON 357.16 76.46 433.62
SPOTSYLVANIA 605.02 203.48 808.50
STAFFORD 604.50 135.69 740.19
SURRY 1,484.29 50.92 1,535.21
SUSSEX 331.69 72.31 404.00

TAZEWELL 237.53 92.36 329.89
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LOCAL TAX COLLECTIONS PER CAPITA BY LOCALITY: 1993
CONTINUED

General
Property Other

Tues Local Taxes
PER PER

LOCALITY CAPITA CAPITA TOTAL

COlJNTY OF-

WARREN $308.48 $88.16 $396.64
WASHINGTON 260.11 98.84 358.95
WESlMORELAND 410.96 49.29 460.25
WISE 221.89 204.77 426.66
WYmE 259.38 109.18 368.56
YORK 513.72 161.39 675.11

TOTAL $676.57 $179.42 $855.99

SOURCE: Compiled by the Author from Comparative R.q>ort of LocaI Government Revenues and
Expenditures, Year Ended June 30, 1993, Auditor ofPublic Accounts.
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Taxing Powers Granted to Virginia Counties, Cities and
Towns

Remarks

Tax
and

Authority

Local
Governments

Empowered to
Levy

County-Town
Relati0nship _

TAXES ON PROPERTY

Real Property
(§ 58.1-3200)

Tangible
Personal Property
(§ 58.)-350)

Machineryand Tools
(§ 58.1-3507)

Merchants' Capital
(§ 58.1-3509)

Sales and Use
(§§ 58.1-605;
58.1-606)

Motor Vehicle License
(§ 46.2-752)

Utility Consumers
(§§ 58.1-3812;
58.1-3814)

Transient Occupancy
(§§ 58.1-3819­
58.1-3822; 58.1-3840)

Meals
(§§ 58.1-3833;
58.1-3840)

Counties
Cities
Towns
Special Districts

Counties
Cities
Towns

Counties
Cities
Towns

Counties
Cities
Towns

Counties
Cities

Counties
Cities
Towns

Counties
Cities
Towns

Counties
Cities
Towns

Counties
Cities
Towns

TOMl tax is levied in addition to
county tax. Towns may conduct own
reassessment. but none currently do so;
all rely on county assessment.

Town tax is levied in addition to
county tax.

Town tax IS levied in addition to
county tax.

Town tax is levied in addition to
county tax.

TAXES ON INDMDUALS; CONSUMERS

Imposition of tax by town constitutes a
credit for taxpayers on the county tax.
The taxpayer is liable to thecounty for
the difference between the fown tax
and the county lax.

If a town imposes the tax, the county
tax does not apply within the town if it
operates its OMI school system or
provides police or fire services and
water or sewer services.

If town levies tax, county tax to apply
only iftown agrees.

Lf town levies tax, county tax
applicable in town only if council
agrees.

{i}

See Note 2 for discussion on special district
taxes.

Rate may not be higher than that levied on
tangible personal property.

Rate may not exceed the rate in effect on
I/ln8. May not be levied on any class on
which BPOL tax is levied.

Limitedto J% of the gross sales price of an
item. Towns with separate school districts
receive a proportion of the county's total
sales tax revenue, based on school-age
population: For all other towns, one-half of
the county's revenue is divided among the
county and towns, based on school-age
population,

Tax may not exceed motor vehicle license .
tax imposed by Stale.

Rate not to exceed 20% and applicable only
to first $15 of bill for residential customers.
Effective 9/1194, statute explicitly authorizes
tax on mobile telecommunication services;
rate not to exceed J0% and applicable only
to first $30 ofbill.

counties limited to maximum rate of 2%; no
limit on cities or towns. Arlington may levy
tax up to 50/0., under certain conditions.
Arlington may impose additional .25% tax
through 1996 ifadditional revenues are used
to promote tourism.

Counties limited to maximum rate of 4%
and may levy tax only after approval in
referendum. except for certain counties
which may impose tax if unanimously
appmved hy hoard of supervisors, No limit
on towns or cities and referendum not
required.
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Taxing Powers Granu ri to Vifr'inia Counties, Cities and Towns, Continued

Remarks

Tax
and

Authority

Local
Governments
Empowered to

Levy
County-Town
Relationship _

Income
(§ 5R 1-540)

TAXES 0;-'; INDlYlm 'AI,S; CO~Sl;MERS
CONrIJ\:l.ItJ)

Cities: Norfolk.
Virginia Beach,
Alexandria, Fairfax,
Falls Church,
Manassas, Manassas
Park
Counties: Fairfax,
Arlington. Loudoun,
Prince William

Limited to maximum of I %; must be
approved by referendum. Revenues must be
used for transportation facilities. Tax can be
levied for only 5 years from the effective
date of the tax.

Cigarettes
(§ 58.1-3830)

Admissions
(§§ 58.1·3818:
3840)

Recordation
(§ 58.1.3800)

Probate
(§ 58.1-3805)

E-911
(§ SIU-38B)

Arlington and Fairfax
Counties
Cities
Towns

Fairfax,Arlington,
58.1· Dinwiddie. Prince

George, & Roanoke
Counties
Cities
Towns

Counties
Cities

Counties
Cities

Counties
Cities
Towns

County tax is in addition to any town
tax.

If a town imposes the tax, the county
tax does not apply within the town if
the town operates its own school
system or provides police or fire
services and water or sewer services.

TAXES ON BlJSINESSES

Cities and towns may levy tax onJy if they
had authority to do so prior to 111m.
Arlington and Fairfax limited to tax of $.OS
per pack, or amount levied by Stale law.
whichever is greater.

Counties authorized to levy ta~ are limited
to maximum of 10% except Roanoke. which
has general charter power.

Limited ton one-third of State recordation
tax.

Limited to one-third ofState recordation tax.

Limited to amount needed to fund initial
capital costs, installation, and subsequent
maintenance costs ofsystem.

Business, Professional
and Occupational (BPOL)
(§ 58.1-3700. et al]

Daily Rental Property
(§ 58.1 -3510. Let al)

Coal Severance
(~ 58.1-3712)

Gas Severance
(§§ 58.1-3712 and
58.1-3713.4)

Counties
Cities
Towns

Counties
Cities
Towns

Counties
Cities

Counties
Cities

Counties cannot levy BPOL taxes
within a town that also levies BPOL
taxes. unless the town agrees.

The town tax is in addition to the
county tax.

Commonly calJed "gross receipts tax"; may
be levied on almost any type of business or
occupation. State law places variety of caps
on rates that can be levied against particular
types of businesses. No category can be
required to pay both merchants' capital tax
and BPOLtax to the same jurisdiction.

Similar to sales tax; limited to 1% of amount
charged for rental property.

Limited to maximum of 1% of gross receipts
from sale of coal mined.

Limited to maximum of 2% of gross receipts
from sale of gas produced. 25% of revenues
in counties and city in Southwest Virginia
paid to Virainia Coalfield E ..nnnmic

Development Fund.
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Taxing Powers Granted to Virginia Counties. Cities and ToWIll, CoIIdIt"ed

RemarksCounty-To...
RelatioDlbip

Tax
and

Authority

Local
Governments
Empowered to_______...Levy ....lilililiIIIiI. _

TAXES ON BuSINESSES
CCWDUD

Coal and Gas Road
Improvement
(§ 58.1-3713)

Oil Severance
(§ 58.1-3712.1)

Utility License
(§ 58.1-3731)

Alcohol License
(§§ 4.1-205; 4.1-233)

Bank Franchise
(SS .58.1-1208­
.58.1-1211)

CableTV Franchise
(§ 15.1-23.1)

Counties
Cities

Counties
Cities

Counties
Cities
Towns

Counties
Cm.
Towns

Counties
Cities
Towns

Counties
Cities
Towns

20% of~ ia Wile CaunIy
requinld to be clillribuled to .... lad
city IituIed in eauaty. Of thIl
portioa, 2'% clillri.... 8OCOI'diaa 10
number of IIICItelr WIbicIeI lad
remainder cliviclocl equally.

If • 10WIl am. tax. CIDUIIIy tax
IppIicabIc ill 10Wn aaIy if' ClGUIM:iI
..-
If • towD 11M _ CGUIIIy tax ..
appIiclbIoill IoML

I...iaIWto IIIUimum of 1% of IJ'OIS receipts
of .... of coal or pi mined or produced.
,,% of JII'OCI*k 10 into special road
impO\i'" fimd; 2'''' of RVCIIUC paid to
Vqinia eo.1fioJcI Economic Development
Fund.

LimiIed to maximum of ..5% of JJ'OSS
..... of ... of oil produced. Authority
.... 199'.

FarmofBPOL tax. I...irnitcd to maximum of
.,,, of an- ..... of COIDplUJy accruing
&om...... in Ioc:ality.

I..ocaIiti-.~ to collect1icenIc taxes
&om ...... ....... in INmUdlrin&
....... or bcaliaI aJcobotic bevcragea admixId........ nwDmum ax. let by
.....w.

~ 10 maximum of 80% of the State......
FecIInI Reanleticw limit fi'anc:ftite fee, in
...~ to '''' of groa revenue.
(Local~ may also levy BPOL
taxaa cable tyIUmL)

NODS:

1. This table outlines taxing authorityallowed local govc:mmc:nts by Jtatutory law. In addition to this authority, cities and
townswhichhave incorporated theUniform CharterPOwe:ra Act (fl 15.1-137 tbroush 1S.1-9(7) into their charters have a
general taxing authority(§ IS.I-841). Consequently. some mUDicipalities may levy taxes as a result of this provision, or
through explicit authority granted in their charte:rs. whichan: DOt 011 this cluat.

2. Counties, cities, and towns. acting through special districts, can levy property taxes for a variety of purposes. (§§ 15.1·
18.2and 15.1-18.3) In addition,COmities can aeate sanitarydistricts for a variety of servicesand fund them through a tax
on property in the districts. Counties can also levy property taxes, either countywide or in one or more magisterial
districts. to pay for contracted fire protection services (§ 27-3). The GcDenI Allcmbly bas also authorized thecreationof
special transportation districts within countiesor between couoties. Specialproperty taxescan be levied on business or
commercial propertieswithin those districts(§§ IS.I-791.1 IUd IS.J-1372.J).

SOURCE: Commission on Local Government, "Taxina Powers Granted to Virginia Counties, Cities, and Towns,"
Staff Report, May 1994.
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Breakdown of Local Tax Revenue of Cities and Counties
FY 1990

CITIES COUNTIES

Percent of
Number Percent of Number Tax Revenue
Levying Tax Revenue Levying for All

Item Tax for All Cities Tax Counties
General property taxes" 64.7% 79.30/0
Real property 41 45.8 95 56.8
Public servicecorporations 41 2.6 95 3.2
Personal property 41 13.6 95 16.6
Machineryand tools" 41 2.0 94 1.6
Merchants' capital" 0 0.0 94 0.2

Non-propertytaxes" 35.3 20.7
Local optionsales tax 41 10.5 95 8.4
Consumerutility tax. 40 8.2 76 3.7
Business license taxes" 41 7.0 41 4.0
Franchise licensetaxes" 40 0.6 70 0.3
Motor vehicle licenses" 41 1.5 93 1.6
Bank stock taxes" 39 0.5 71 0.2
Taxes on recordationand wills" 39 0.4 84 0.7
Tobacco taxes" 18 1.2 4 0.1
Admissionand amusementtaxes" 15 0.3 2 0.0
Hotel and motel room tax" 36 1.0 39 0.6
Restaurant food taxes" 40 4.1 12 0.2
Coal severance taxes" I 0.0 9 0.4
Coal road improvement taxes" I 0.0 7 0.2

NOTE: Details maynot add to totals because ofsmall discrepancies between APA totals and detail on transmittal sheets.

SOURCE: John L. Knapp and Tyler1.Fox, Special Analysis of City and COlUltyTaxes (prepared for the Joint Legislative
Audit and Review Commission); Charlottesville: Center for Public Service (1991), p. 8.

"The Auditor of Public Accounts includes penalties and intereston property taxes as general property tax revenue. Penalties and interest accounted for
0.8 percent oftax revenue for bothcities and counties.
-Unpublished revenue data obtained from transmittal forms submitted to Auditor ofPublic Accounts by cities and counties.
'Non-property taxes include other local taxes which accounted for 0.2 percent of tax revenue for bothcities and counties.
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BUSINESS. PROFESSIONAL AND OCCUPATIONAL UCE."ISE FiEVE.~UE

AS A PE::\CENI OF LOC~l OWN-SOURCE REVENUE. FY 199~

LOC~ Actual BPOL Tax

f

Total LDc:at BPOl Revenue

Rawnue. FY 1993 Revenue. FY 1993 in Local Revenue

AJexancna $12.118.296 1 S222.:JZ5.0:3S

8edford 183.821 4.166.:352 4.41~.

Sriszoi a:30.17i I 15.709.481 5.2S".
Buena VISta 141,06i 4,.241.605 3.33~.

Chanottesviile 2.525.218 52.976.518 4.~

Chesapeaxe 10.114,19i 181.049.616 S.ss".
CGftcn ;:orge '29.810 3.016.647 4.30%

C=JAonial Heagncs 869.1951 ,a.sa, .ssa I 4.68".
I

7•.509.874/Covington 406.714 1 5.42%

CarMie 2.22S.0S2, ~2.g48.5SO I 6.m~1i
e.~na <:z2 450 I S.S72.i84j 5.40-/.

F~ 4.0'8.303 ::.a.SSa.jS9 10.44%
I

FaflsC~ 1.792-C7:3 22..tsS.20i ! 1.SS%

FrarUdin 453.251 i.S38.751 5.7'''.
Ft8de~ur; 1.578.925 28.174.S25 5.50%

Gam 51.329 6.545.059 8.3Crr.

~ 6.048.896 122.458.481 4.94%

Hanisonburg 2..750.302 28208.051 9.75%

H~eweB 1,243.25 23..m.764 5.18"-
Lexinglon 270.547 5.671.733 4_~.

Lync.~rg 4.552.029 69.689.602 6.53%

Manassas 953.198 "2. ~ 34.520 2.2~

Manassas ?anc
222.39

4
1

1.635.229 2.92%

Man:insvilJe 875.584 lz.ni.273 I 6.Sfrr.
I I

Ne'M:'On News 7.62!Z7j 16S.Si5.a12 I 4~

Norfolk
I

13.5J.4.91S 24:3.704.690 I 5.5%

Nonan ~72.0Sa 4.198·=1 11.24%

Peterscurg 1.542.'19 31.154.840 4.95'1.

Poquoson 151.838 8.S25.4nI 1.12%

Ponsmouth 4.189.430 9O.063.2S0 4.65%

Radford 298.428 9.519.610 3.13%

R"tehmond 19.720.800 295.492.064 6.rn~

Roanoke 7.862.367 106.088.843 7.414)'.

Salem 2.174.139 28.3~1.67:! 7.68Y.

Soutt1 Boston
I

349.485 5.098.062 ! 6.S6%
I

Slaunton 1,098.189 19.750.563 1 5..56".

Suffolk 1.647.471 41.26:3.i91 I 3.99%1

Virginia 8eaC1 1S.32S.97B 377 .631.880 I 4·85%1
Wayneshcro 989.179 18,908.05 ! sZ!~.

Wif6amsourg 1,003..528 I 16.957.979 j ::.32%1
IWlncnestST 2.087·0!l41 24.460.938 I 8..s.:3%

,TOTAL CmES Si:38.~6.a78 S2.453.2iO.S10 I ~.&4~. j
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SUS1NESS. PROFESSZONAL ANC OC=:JPA110SAL UCE.~SEFlEVESUE

AS A ?Ei=iCE.l.fT OF LOCAL OWN-SOURCE REVENUE, FY 1993

0.00 •• 1

2.S8lf.

0.01%

0.00%

0.00%

0.01%

2.97'%

0.00%

0.00%

O.OO'J'.

5.19%

0.11%

o.OO%JI
C.QO%

0.00%1
I

0.00%

1.46%

0.00%

3.48%

1.10%

2.2:30.:)04/
j

14.498.475

~.siS.553

24.363.!~

4.657,445

19.636.142

12.836.173

g.027.gQS

10.710..232

4.810.900

Z25.S34..52B
8.15:3.803

1.693.408!
20.173.1'81

30587.906
I

14.S54.i'iS

11.789.071

l,467,018.952

51.869.407

°1
418.274

500

o
o

2.
700

1
~81.2.97

~I
01

11.781.631 I
9.0251

~I
~l

171.874/

51.064~1
Si2.224

LOc..uJTY
j

Actual SPOL Tax , Total l.Dc:a' I BPOL Revenu.

Rewnue. r:v '99:3 Revenue. FY ,~ In Local Revenue

Ac:omadt S16O.484 S~1.4':3.400 0.32,..

Albemane J,l2S•.59 65.305.259 4.79'>'.
AAeghany 297.751 8.879.398 3.35%

Ame«ia 60.519 5.212.023 ~.16%

Amherst 262.8891 12.020.970 2.19%

Appomancx 1.002f 5.721.099 O.~

Attington 30.111..298 I 322.136.0421 9.31'%
I

Augusta 1.159.369 31,012.036 i 3.74%

Bath 0 9.973.271I O.OOlf.

BedforC

I
SQ2 21.648.300 O.O023~.

I-- .,
·Sland

Botetourt

Brunswidc

Buchanan
Budcingham

Cu1cCefl

camune
CarratI
Chana Clty

Chartotte

Chesterfield

I
c:arxe
Craig

!Culcecer
I "

ICumcertand

IOickenson

Dinwiddie

Essex

Fairfax

Fauquier

FlOyd

Ruvanna
Frankiin

Frederidc

jGiles
iG.louces1sr

iGooc:='Uand
iGrayson

!Gfeene

IGleensviile

a
o

4.752

1.196.62:31

01
588.6491

I
194.0241

I
01

I

96.6921

~92.1811

5.589.999

7.59S.g84!

~ 8.242.987 1

36.S20.184 i_ i

1.i84.186 I
20.920.311 I'

9.988.760
5.259.5391

6.805.066 1
=.134.6221

0.00%

0.00%

0.03%1

3.24%1
1

O.OO~.

2.81%

'.94%
a.oerr.
l.42%t
3.i4%1
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BUSINESS. PROFESSIONAL AND OC:UPAi10NAL. UCENSE REVE.~UE

AS A PERCE.~ OF LOCAL OWN-SOURC~REVE.~UE.FY 199:3

LOCALITY

!HaJifax

Hanover

Henrico
Henry

f-Ughtand

Isle ot Wight

James City

King &Queen

Klng George

Kjng WiIflam

Lancaster

Lee

Louccun

Lcuisa
Lunenburg

Madison

Malnews

Meddeneurg

MIddlesex

Montgomery

Nelson

New Kent

Nor1h~ton

Northumberland

Nottoway

Orange

IPage

Pahidc

Pfttsyivania

Powhatan

?rinC8E~

Prince George

Prince WillIam
Putasati

Rappanannocx

Richmond

IRoanoke

!
Rodc.bridge

Rodcingn:::lrn

IRusseCI

Actual SPOL. Tax I
Revenue. FY 1993

S1S7.0SS

250.948
16.886.170

875.700

a
328.382

2.049.672\
I

°1
341. 487 1

01
01
01

I

~.765.0481

102.5191
j

0/
o

100.681

o
425

o

19.17:3

248.418

107

a
'12.500 I

01
I

57.612

o
117.,S.54

37.170

o
448.974

5.965.582

o
a
o

2.Zi7.444

.339.831

oj
01

Tata' l..ocai
;::l.venue. FY 199~

$1 1.606.253 I
I

sazn.coc I
237.5E5.361 I

2S.S82.SS41

1.581.908 i
i

19.:312.1.27 !
44.860.089 i

4.80" .ssa i
9.S99.~' I

I

6~O.s:ul

I

7.513.6791

i 46.025.548 I

20.089.9741

4.SSS.117!

6.030.2" j
4.837.5SSI

9.674.6S0i
I

6,12'1.892 !
.31 .954.398 i

I
9.:315.325I

I
a.~.SS11

I

7,738.081 I
I

6.60:3.540 i
I

5.479.8631

i3.:95.5' I,
7.760.7871

I

S.02S.z241

16.973,8871
I

8.193.170 I
i,

6.794.647 1

13.403.620 !

299.653.3'7 j,
14.910.6891

I
S.1S2.~~1

i
3.a03.1~ !

I
71.~0.7S' I

I

12.578.9049 !

::1.:1.1 64 .es1 I
i

, 1.93S.iOO I

SPOL Revenue

In Locaf Revenue

1.35%

O.47'r.

7.11~.

3.2S~.1
o.o~1
1.70%J

o.~.

3.45%
0.00%

o.oo~

C.OO~
I

2058%1
O.5t%

0.00%

0.00%

2..08%

0.00%

0.0069%

0.00%

o~tr%

2..91rY.
0.0014%

0.00-;'

2.05".

0.00"·1
0.74%

o.~l
0.69%/

0.45%

0.00%

~=Ia.oar.
0.00".1
0.00%1

I
:;.33~·1

1.58".1
I

0.00%1

o.oo-r.l
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BUSINESS. PROFESSIONAL AND OCCUPAnoHAl.. UCENS.E REVE."lUE

AS A PEnCCNT OF LOC..lL OWN-SOURCE REVENUE. FY 1993

'7·'7%1
'2.~.
7.a~j

I

iO.la~~ I

1.60S.5S3
1.57"-:;04

1.~.490

2.Si.024

280.6671
200.046

105·1'7:31
240.0591

lRid'Uanas
rRodCy Mount

!SmitnfJeId

'Soutn Hill

LOC\urt'
t

Actual SPOL Tax

f

Totilll.DC3t BPOL Revenue I
Revenue. FY 1993 Revenue. FY 1993 in Local Revenue

Scott 0 S7,414.944 o.ocrr.1
Shenandoah 0 17,521.:306 0.00%

SmyU1 0 12.3&4.75S 0.00-1.

Souuwncton S82..SS2 9..244.621 0.89%

SpolSyivania 1.:l4O.47~1 ~a.047.742 2.31%

Statfa~ 60.85.5721 0.00%

Suny 48.118 10.801.839 0.45"_

Sussu 129 5.752.172 O.~.

Tazewei

~.o~l
19.035.i:31 0.00%

Warren 12.894.54 3~~
I
I

Wasningtcn 01 ZO.407.7S4 I 0.00%
I I

Westmoreland .01 8.189.0181 .0.00%

WIse 0 18.827.;01 O.~.

Wythe

I
0 ".S34.1i7 0.00%

York 1.D77.228I 37.3:38.918 4.49%
I

TOTAL COUN11ES $140.080.150 I 54.071.153.125 3."%

Abingdon I 5653.405 ~.342.aas 19.55%

AIta'Jista I 258.693 2.116.913 12..22'%

Ashland 314.601 2.'32.284 14.75%
I I

Big Stone GaD 166..572 1.852.057 1 8.99%.
Blacksburg S98.~9 7.960.616 I a.n-I.
Bladcstone

I
S2.S85 996.21i l 8.30%

Bluefi_d 2070501 1,510.410 1 13.74%

Bridgewater
!

I 115.241 998.789 1 1154%

China:rteague 86.966 1,502.483 S~_

ChrisUansCur; 392.514 5.t51.768 7.&2%

Calaniai Sea= 49.748 2.208.150 2.2S%
C~eper 429.302 3.522.996 12..1S".

Dumfries 128.293 1.022.154 12.SS%

Fatmviile 53.890 2.367215 23,..0-1.

FmntRoyal 314.168 3.258.010 9.54%

Hemdcn 1.365.618 12..165.863 '1.22%
Leestsuf9 i78.903 S.690.sD31 836%
Luray 121.8SS 1.208.0i1 10.09%

Manon I 162.724 i 7.60%

!?ul2Ski

2.141.337
1

I 211.008 ~.2.73,421 I 6••5%
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BUSiNESS, ?ROFESS;ONAL ANC OCCUPAnONAL UCE.~SEREVENUE

AS A PE.=iC!."lT OF L.OCAL. OWN-SOURCE REVE.~lJE. FY 1993

LOCAU'i'Y I Actual BPOL Tax I Tataf L.ocal BPOL Revenue

Revenue. FY 1993 Revenue. FY 1993 In Local Revenue

Strasburg
$42.

015
1

S1. 116.145 I 3.75%

Tazewetl 12'1.823 1.091,954 1 11.16%

VI8Ma 1.015.307 1 8.632.927 ".76%
VInton 244,475 1 2.737.531 8.93%

Warrenton 549,893 3.985.723 13.80%

West Point 281.453 1 3,61.5.232 7.79.".

WISe 220,444- 1,5t.486, 14.2'~.
I

3.407,9solWytheville "395.768 1 11.51%

TOTAt for 32 TOWNS $10.789.253 I S100.4A3.101 I 10.74.".

IAGGREGATE
I

S2S9.2:!6.:2B71
I

SS"S30.BS7.0~61

SOUR~ AuorrOR OF i"UBUC~=UNTS

NOTE: •-:he~_and =sIS ,ssoc:ulId with jcim ac:Mtia and • .mems haw been aIICXOilJ*t II:!

~ locaiDes baseO on Itle pen:er1lac;e Clf c::cnIribulians made 10me enurys oaerallCn.$ by Ud1

~ icca gowetM'Ient.. CAPA FY9:3. PI:). tSSl

Total loc::at rw'eftues incluct...,1 generaS government Nftnuea trcm 'oem SCIUrca onty. indudlng Icx:a.

opdon ..... tu.. It doe. not lnducte my 'm.r~ov.mrnetIqjN\tenue U"an81ers f~m !he fedanlj or ItBI

gowmmem.
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AL1'ERN.ATIVE APPROACHES
TO

INTERLOCAL CONCER.1\lS

(incorporates changes through 1994 General .Assembly session)

L Economic Growth Sharing Ameements

In situations involving annesanons. boundary changes. and transition
from one form of government to· another. the Code of Vu-g1nia
authorizes counties. Cities. and towns to enter into agreements
whereby the economic growth of an area might be shared. These
agreements may include provisions whereby a municipality
relinquishes its r1ght to 1D1tlate annexation petitions. (Code. §15.1­
1167.1)

Examples: City of Cbarlottesville/Albemarle County-- each juriSdict10n
annuallv contributes $0.37 for each $100 of their assessed real
propertY values to an economic growth slJ.aI1ng ftmd. D1str1button of
the fund to the localities 15 based on their respeet1Ve populations and
true tax rates. As a condftion of this revenne-sharing agreement. the
City has agreed to re1mquish its authority to annex County territory.

City of Franklin lIsle of Wight County--In exchange for the C1ty's
agreement not to annex a specified port1on of the County. Isle of WIght
County has agreed to share 20% of tax revenues from that area with
the City. l\fter 1995. the percentage to be shared is to fluctuate
between 17% and 23%. depending upon the relative fiscal condition
of the two jurisdictions,

2. Shartnf of Constitutional Officers

Any two or more counties and cities may share one or mare of the .
constitutional officers (e.g.• sheriff. Commonwealth's attorney) upon
approval of the electorate in each jurisdiction by referendum. The
question of sharing local constttutional officers can only be placed on
tile ballot by a petition signed by a number of voters equal to 15% of
the votes case in the last gubernatorial election w1tb1n the local1ty.
(Code. §lS·.1-40.2)

3. Sharing ofMin;sterial and E%ecuUve Officers

Any two or more counties may jointly appoint and employ ministerial
and executive offi.ce.~ upon approval of such an arrangement by the
county governing bodies and. subsequently. by the people in a
referendum.. Similarly, counties and towns Within such counties may
jointly ~ppnint and errrplrry rninis't~ria.l and e.-.Yecunve officers- (Cod~.

§§15.1-53. 15.1-57. and 15.1-62)
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Alternative Approaches to Interlocal Concerns
Page 2

4. Joint Exercise of Powers

Any county. city. or town may enter into agreements With any other
political subdrvtston in t.b1s State or any other state for the joint
exercise of any power. privilege. or authority which it possesses.
(Code. §15.1-21)

E3'Bmpl~: Economic development--New River Valley Economic
Development Alliance and Radford Industr1al Center-Radford:
Montgomery, Pulaski, Floyd. and Giles Counties: Towns of Blacksburg,
Chr1st1anSburg. Narrows, Pearisburg. Pulask1, Dublin. and Floyd.

5. Joint Development and Operation ofFaciIlties

Any two or more counties. cities. or towns may be action of their
govem1ng bodies enter into such agreements as they deem
appropriate for the constructien, maintenance. and operation,of any
capital facility "required or convement" for the purposes of such local
governments. Such facilities may be operated directly by the local
goveInments or by a board or commission or any other entity deemed
appropriate. (Code. §§15.1-304 through 15.1-306.)

EEmpl.e~ JOintly-operated landfllls-Greensville County/Emporia;
Albemarle County/Cbariottesv1lle: Frederick County/Wlnchester

6. Spec:Uie A1JthQrtty for Joint Fanct10nal Activities

In addition to the general author1Za.t1on to enter into mterlocal
agreements. State law specifically authorizes localities to deliver the
following services jointly:

(a) ~-Any two or more counties may establish a regional jail or
jail farm. (Code. §53.1-105)

EDmple; Piedmont Regional Jail-Amelia. Buckingham
Cumberland. Lunenburg. Nottoway, and Price Edward Counties..

(b) Juvenile facilities-Any combmanon of counties and cities may
establish a joint juven1le detention home. group home. or other
simjlar facility. Also. any three or more counties. cities. or
towns may establish a commission to operate such facilities..
(Code. §§16.1-312. 16.1-313. and 16.1-315)

Example: Regional juvenile detention center--6taEord.
Spotsylvania. Caroline, and King George Counties. and the City of
Fredericksburg
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(c)

(d)

(e)

7.

~--Any town or more counties or cities may operate a
Librari~ library system. There are at least 24 regional library
Al~£7USt? (Code. §42.1-37)
systems

~ Pamunk.ey Regional Library--Goochland. Hanover. and
ExampiIliam Counties
King W.

;ernces-.Any comb1na.t1on of counties and cities may have
SOcial !sodal services board and department. Furthermore. any
a joint anon of counties and cities. even thought they may have a
comhin:e boards. may designate a Single superintendent of sod.al
separaa, (Code. §§63.1-38. 63.1-38.1. 63.1-44. and 63.1-59)
service

~: Joint social services board and department- York
Eoamp.: and Poquoson: Joint social services department only­
~tY3.County and Staunton.

Mental health services--Count1es and cities may establish joint
community services boards for the delivery of mental health.
mental retardation. and substance abuse services. (Code. §37.1­
194)

Joint P'anning Commissions

Any two or more counties, cmes. or towns may establish joint
local planning commissions. The parncrpatmg local1t1es may
determine the membershin of such commissions and the
apportionment of expenses as they deem appropriate. (Code.
§15 .. 1-443)

Example: Appomattox County and the Town of Appomattox

8. Jobrt Authorities

In addition to agreeing jointly to deliver services. any two or
more counties.. cities. or towns may jointly establish the
authorities or special districts listed below for the proviSion of
services and facilities. i\ll these authorities or districts may be
established by action of the local govern.ing bodies, 'Without any
further authorization from the state. although some may require
a referendum.

(a) Public service authoritv--Provision of water. sewer. water
and sewer. and garbage and refuse collection and disposal
services. (Code. §15.1-1239 er seg.)
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Nample: Upper Occoquan Sewer AuthOI1ty--Fairfax and

Au'Pri~P wtynli~"CtftHurn~P~~and the Citv-.D£ M~n~~.~~~tnorirv usu utCJten500. ana l~unOesJ

(b) Electric authoIitv-Provision of facilities for the generation
and transmission of electric power.. (Restrtcted to
localities meeting certain statutory cntena.) (Code. §15.1­
1603 et ·seq.

(e) Redevelopment and houstni authorttt-Demolition of
unsafe housing in slum areas and prov1s1on of decent. safe.
and sanitary housing for persons with low incomes. (Code.
§36-1 et sea.)

Eqmples: Accomack...Northampton Housing and
Development Corp.: Cumberland Plateau Regional Housing

.. . • . . ~.. ....... • ., .... .,. ........ _ _-L.__ \

(d) Transportation d1strict--Preparation of transportat1on
plans and provision of transit facil1t1es. (Code. §15..1-1342
et seg.)

Epmples: .Accomack-Northampton TransportatJ.on·
Distr1ct Potomac and Rappahannock Dfstr1et (Prtnce
William and Stafford Counties. and Manassas. Manassas
Park. and Fredericksburg.)

Note: The General AssemblY has levied an additional 2%
tax on gas sold within the counties and dt1es which are
members of the Potomac and Rappahannock
Transportation District and of the Northern VirgInia
Transportation Commission (established by spedal adjon.)
The revenues from this tax are to be used for any
transportation purpose for the former organization and for
the operat:1ng deficit and debt service of the mass trans1t
system of the latter. (Code. §58.1-171B et segJ

(e) Local transportation improvement district-Construction.
expansion. improvement. and operation of transportatlcn
improvements in the district. (Code. §33.1-409 et Seq,]

Examule: Route 28 Imorovement District (Fairfax and
Loudoun Counties.) ..

(n Airport authontv-Acquisit1on. operation. and ma1ntenan~e

of airport facilities. (Code. §5.1-35 and 5.1-36)
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(g)

Examples: New River Vaney Airport Commission
(Montgomery. Pulaski. and GUes Counties: Towns of
P"laski Pearisburg. and Christlansburg): Roanoke Regional
Airport Commission {Roanoke County and Roanoke Cltyi

Industrial development authoritv--Promotion and
development of industry and trade (Code. §15.1-1373 ~
~

Eample: Industrial Development Authority of the City of
Covington and the County of Allegbany

(h) Produce market authQrity-CoDStruction and operaHon of
fadlities for farmers and others to sell fresh farm produce
to the public. (Code. §3.1-47 et sCQ.)

(1) Public recreational faCilities authoritv--Acqu1s1t1on.
operation. and maintenance of recreational fadllties such
as coliseums. sports fad11t1es. amusement parks. and zoos.
(Code. §15.1-1271 et segJ

Epwples: Hampton Roads Sports Authortty-opera.t1on of
cal1seum (Newport News. Hampton); Smyth-Grayson
Knnnarode .Autl1ortty-opera:t1on of community center
(Smyth and Grayson Count1es)

U) Park authorttv-Acquisitlon. operation and maintenance of
parks and recreation areas. (Code. §15.1-1228 et seg.>

Example: Fredericksburg-Sta1ford Regional Park Authority

(k) HOS1?ital or health center cnmmission--construct1on and
operation of hospital. health. center.or other similar
fadllty. (Code.. §15.1-1514)

Erample: Northern Vtrg1ni.a. Health Center CommisSion
(C1t1es of Alexandria, Manassas. Manassas Park. Fairfax. and
Falls Church; Counties of Fairfax. Loudoun. and Prince
William: and Towns of Herndon and ViennaJ

(1) Mosquito control district-Control and elimination of
mosquitoes. (Code. §32.1-187)
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(m) SanJtatioD district-tidal waters--Protect1on of tidal waters.
public health. and natural oyster beds from pollution

. through construction and operation of sewage disposal
facilities. (Code.. §21-141 et seg.l

en) Sanitation distlict-nontidaI waters-Protection of nontidal
waters.. "public health: and natural oyster beds from
pollution through construction and operation of sewage
disposal facilities, (Code. §21-224 et seg.)

(0) Jail authorttv-Construcnon and operation of a Jall. (Code.
§53.. 1-95..2 et seq.)

Erample: Riverside Regional Jail Authority (Cities of
Petersburg. Hopewell and Colonial Heights and Counties
of Charles City, Ches~erfteld. Prince George. and Suny)

(p)

(q)

RedQnal Tminal Justice tra:In1ng academy--Establlshment
and conduction of training for public law-enforcement and
correctional officers. (Code. §15.1-159.7:1 et seg,)

Regional juvenile detention cowm1ssiQn--Establish ment
and operat1on of restdential facility for Juveniles. (Code..
§16.1-315 et seg.)

8. ard" Legt§lation for Authorities and Districts

In some instances. the general statutory authoriZation cited in
the previous section either did not meet the needs of localities
seeking to establish regional special purpose
d1strtets/authorities .or did not ex1st at the time. In such cases.
the General Assembly enacted spec1al legtslanon authoriZ1ng the
estahJ1sb m ent of mechanism to effect the regional provision of a
service.

EJamples: Hampton Roads San1ta:t1on DistI1ct-Collect1on and
treatment of sewage. (Ch. 334. 1938 Ads ofAssembly.) (Cities
of Portsmouth. Vlrg1n1a Beach. Norfolk. Chesapeake. Suffolk.
Poquoson. Hampton. Newport News. and Williamsburg and the
Counties of James City. York. and Isle of Wight.)

Southeastern Public Service AuthOrity of Virgtnia--Collection and
disnosal of solid waste. incllldin£ ~nn~t'rnrt1nn ~nd npp~tinn of
waste-to-energy facilities. (Ch. 554. 1977 ..4.crs ojAssembly.)
(Cities of Suffolk. Chesapeake. Portsmouth. Vlrgima Beach.
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Norfolk. and Franklin. and the Counties of Southampton and
Isle of Wight.)

Richmond Metropolitan Authority--Constructlon and
operation of toll roads and parking fadlities: construction
and operation of minor league baseball facility. (Ch. 178.
1986 Acts aj·Assembly.) (C1ty of Richmond and the
Counties of Henrico. Chesterfield. and Hanover..)

Northern. Virg1Dia Transportation Commission-­
Preparation of plans for transportat1on facilities: operation
of transit system. (Ch. 630. 1964 Acts ofAssembly.)
(Fa1rfax and .Ar.lJngton Count1es and the Cities of
Alexandria. Fairfax, and Falls Church.)

Virg1Dia Coalfield Economic Development _~uth.ority­
Provision of financial support for a wide range of act1V1Ues
designed to enhance the economic base of the region.
(Code. §15.1-1635 et seq.) (Lee. WISe. Scott. Buchanan.
Russell Tazewell. and Dickenson Counties. and the City of
Norton.)

9. Joint SChools. SChool Facilities. aDd Superintendents

Vlrglnia law vests in the State Board of Educat10n the
establishment of school division lines. However. the d1vis1on
lines that existed on July 1. 1978 are cu.ITeI1tiy recognized by
law as establishing the school divisiODS of the State. and no
division may be divided or combined With another without the .
consent of the localities involved. Since that date. the State
Board has consented to the consolidation of several school
divisions. (Code. §22.1-25)

'&'ample: The City of Clifton Forge and Alleghany County
consolidated their schools systems in 1983.

Moreover. within the framework of the existlng divisions. any
two or more school boards may. With the consent of the State
Board of Education. enter into one or more of the cooperat1Ve
arrangements listed below:

(a) Joint schools--School boards may establlsh jointly owned
and operated schools. (Code. §22~1-261

Examples: J oint junior and senior high schools-e-Ctty of
South Boston and Halifax County
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JoJnt technical/vocational schoof.-Orange, Culpeper.
Rappahannock. and Madison Counties
Joint special education program-ecity of Norton and Wise
County

(b) Contractipr-A school board may contract with the school
board of an adjacent school divisIon for the use of its
school fadltties. (Code. §22.1-27) .

(c) Joint superintendent-Any two or more school diVisions
may appOint the same person as division supeIintendent.
(Code. §22.1-62)
Eoample: The City of South Boston and Hau{;'x County
mainta1n separate school boards but jo1ntly employ one
superintendent and central staff.

10. Provision of serrices by PIau"'", District Commission

In 1968 the General assembly enacted the VlrglDia Area
Development Act (VADA). which resulted in the division of the
State into 22 planning dfstr1cts. The acttvities of each planning
district are directed by a plannjng d1str1ct commission (poe)
campr1sed of representat:1Ves of the locaJittes geographically
located therein. One of the prmc1pal leg1slattve purposes for
enactment of the VADA was to encourage "'the creation of
effecttve regional plannjng agencies." In1tfa.lly. the PDC·s were
not granted" the authority to operate programs for the prov1S1on
of services to member Jur1sdict1ons. In 1986. the VADA was
amended to permit any PDC to do upon the request of any
member jurisdiction. and. in 1991. the Cumberland Plateau poe
was authorized to undertake public works acttv1t:l.es. POC's may
not. however. operate programs or provide serstces W1tb1n any
JUI1sdict1on which opposes such an action. (Code. §15.1-1404)

11. 8ervlee DIstricts

The Code of VlI"g1Dia permits any two or more localit1es within a
planning district. if such local1t1es constitute a majOrity of the
locaJittes represented on the plannjng d1str1ct commission and
if such Iocalmes contain a majority of the populat:1on within the
planning district. to develop a plan for a service district. Service
district plans must be submitted to the voters in the
participatf.n£ localities for atJt)roval..

A service district is a distinct political entity which is authorized
to construct such facilities and to undertake such actiVities as
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may be provided in the service district plan. Service districts
shall be governed by a service district commission. of which at
least a majority of the membership shall be elected from s1ngle
member election districts. Other members of the commission
shall be members of the governing bodies of the parttdpating
localities. Service district commissions may borrow money.
acquire property. and make and enforce all ordinances for the
purpose of carrying out their delegated author1ty. A commission
may also make annual assessments upon the locaJ1t1es
comprising the service d1str1ct not to exceed l!m1ts establ1shed
in the plan. No City or town within a service d1str1ct can initiate
annexations W1thout the approval of the govem1ng body of the
county affected thereby and Without the approval of the service
distrtct commission. To date. no service district has been
formed. (Code. .Article 3, Chapter 34. TItle 15.1)

12. CONSOLmAnON OF LOCAL GOVERNMENTS

Chapter 26 of Title 15.1 contains several articles deal1ng With the
consolidanon of governmental UDits. Art1cle 1 concerns county-eounty
consolidations, Article 2 concerns town-town consolidations. Art1cle 3
concerns dty-ctty consolidations. and Article 4 concerns the
consolidation of any comb1Ilat1on of counties. dtles, and towns. The
latter article has provtded the legal basts for most consolidation e1farts
in Vu-g1nia The followtng paragraphs summanae the major features of
Artlcle 4:

(a) SCQpe of the Article. Article 4 authoIizes any combination of
counties and cmes to consolidate into a single city. or a single '
county. Further, the article allows a county to consolidate with
all of its towns into a consolidated county or dty. (Code. Sec..
15.1-1130.1)

(b) Initiation of Proceedings. (1) The governing bodies of localit1es
may 1n1t1ate consolidation proceedings by developing
consolidatton agreements which must cover certain spedfted
points relative to the proposed consolidation. The original copy
of the consolidation agreement and a petition, signed by the
chief elected official and the clerk of each local governing body
which is party to the agreement requesting a referendum on
the proposed consolidation must be filed With a drcu1t court
having jurisdiction in the area. (2) If the governing body of a
local1ty fails to take the initiative in deve!op1ne: a consolidation
agreement. the qualified voters of such locality may file a
petition with the local governing body ask:1ng it to develop a
consolidation agreement With other localities named in the
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petition and requesting it to petition the court for a referendum
on the question of consolidation. A copy of the voters' petition
to the local governing body is concurrently filed W1th the drCu1t
court. The voters' petition must be signed by a number of voters
equal to 10% of the votes cast 1n the last preceding presidential
electioo within such locality. If the local governing body faJIs to
develop a conschdatton agreement witb:fn one year. the judge of
the circUit court. shall appoint a committee of five citjzens of the
locality to act in lieu of the governing body in developing such
agreement and in petitioning the court for a referendum on the
issue of the proposed consolidation. (Code,. Sees. 15.1-1131.
1132)

(c) Referendpm Regy:irements. In order for a consolidation to be
effected. it must be approved in separate referenda in each
locality which is party to the consolidation agreement. If a
county proposes to consolidate with another county or city, the
towns within such county need not be accorded a separate vote.
If a county proposes to consol1date with its towns into a
consolidated county or dty, such a consolidation requires
approval by separate referenda in each town and in the county.
(Code. Sees. 15.1-1138. 1145)

(d) QptfQn for Conso\tdatlon as Countv' or City- A consolidation
agreement may mclude a prcv1Sion leaving to the voters the
question as to whether the resulting consolidated entity sball be
a county or a city. This question shall be voted on at the same
time as the question of consolidation. (Code. Sec. 15.1-1139)

(e) Ejfect of Consolidation on Towns. Towns located within a county
propoSing to consolidate With another county or city into a
consolidated county may contlnueas towns Within the new
consolidated county. Any town located Within a county
proposing to consolidate With another counqr or dty into a
consolidated city may continue to exist as a township within the
consolidated city. in which case the charter of the former town
shall become the charter of the township. Townshtps, however,
are prohibited from annexing and from becommg cities. (Code.
Sec. 15.1-1133. 1146.1) .

(f) Limitation on AuthoIitv to Consolidate as a Citv. In any instance
where localities propose to consolidate as a city under A.rt1cle 4.
sUM proposed ~onsolid~tinn TT1nst b@ rem.~d by the
Commission on Local Government and by a special tbree-judge
court before the issue may be submitted to the electorate for
approval. The court is required to review the proposed
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consolidated city to determine (1) whether the resulting entity
will have the requisite population and population density
(20.000 and SOO/square mile" or 50pOOO and 140/square mile; 1.
e." the same cntena for county 1mmtm1ty and county transition
to city status). (2) whether the proposed consolidated city has
the fiscal capadty to function as an 1ndependent city, and (3)
whether the proposed consolidation is in the best interests of
the part1es and the State. If the proposed consolidated dty w:Ul
tnclude an existent city, the population and popnJaHon density
requirements are watved.. No proposed consol1dated city may be
established unless the court ftnds that the applicable statutory
standards are met. The court may not impose terms and
cond1t1ons on a proposed consolldation., but merely approve or
deny the consolidation as proposed. (Code. Sec_ 15.1-1130.8)

(g) Optional Provisions in Consolidation AQ1:ements- In order to
fad Iftate the consolidation of diverse localities the follow1ng
prov1S1ons are among those which may be included in
consolidation plans:

( 1) '!hat the tax rate on real property may vary
throughout the consolidated enttty in. recogn1Uon of
varying service needs:

(2) '!hat a speda1 tax may be levied on real property
wttb1n a portion of the consolidated entity for a
period up to 20 years for tile repayment of debt
incurred for such area prior to consolidation:

(3) That former counties and cmes witb1n the
consolidated entity migb.t be named boroughs or
shires: these borough or shires m1gb.t coindde With
the speda1 tax or debt d1str1cts.

(4) '!hat if the agreement calls for the creation of a
consolidated city, it may melude, subject to
subsequent approval by the General Assembly. any
provtston of the charter of any of the dUes which are
part1es to the consolidation agreement: and

(5 ) That if the agreement calls for the creation of a
consolidated county, it may include any prevision
from the charter of aoy of the munidpaJit1es which
~c partie;:, to ~c ccnsondancn agreement and aIIY
provision of any of the optional forms of county
government allowed by law. (Code. Sec. 15.1-1135)
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&arnples: The last consolidation of local
governments effected in Virgtnia was that between
the Cities of Suffolk and Nansemond in 1974.

13. PARTIAL CONSOLIDATION

In addit10n to a cOmplete consolidation. State law affords counties
and cities the option. of a partial consolidation. Under such an
alternatiVe. the muntdpality would become a fttler-dty. If haV1ng all
the powers. duties. and respoDSibil1t:ies of a town. augmented by
whatever additional powers and sernce-del1very respons1b1l1t1es are
granted the t1er-dty in the consolidation plan developed With the
affected county. Partial consolidations are subject to approval by
referendum in each jurisdict10n which is a party to the agreement.
(Code. Sees. 1-13.28:1. 15.1-1146.1:1)

ExampI~: The City of Staunton and"Augusta County developed aplan
of pa.rt:la1 consolidation which would have transformed the City of
Staunton into a tter-dty Witb1n the County. but the plan was rejected
by the electorate of Staunton in 1984.

14. REv$RSION TO TOWN STATUS

Any city-with a popula.t1on of less than 50.000 may change its status
to that of a town, This act10n may be 1D:1t1ated either by the dty
coundl or by a petition Signed by 15% of the registered voters of the
city. In either case. the proposed action must be reviewed by the
Commission on Local Government and by a special three-Judge court.
IF the court finds that the change in status would be in the best
interest of the city, county, Commonwealth. and the people of the
county and city. it shall grant the pet1t101L In doing so. the court
may impose appropriate terms and conditions (Code. Sec.
15.1-965.9 ~~.)

15. REGIONAL GOVERNMENTS

While there are no prcvtsions presently in the Code of Virg1n1a
which provide for the estahlishment of regional governments. the
State's Constitution author:tzes their creation. Article VII. Section 2
of the Constitution states that the General Assembly may provide for
regional governments by general law or special act. The Constttut1On
states that no regional governments may be established without
approu2l by the voter$ in e2cll county or city. or part thereof
proposed for inclusion in the regional government. Thus. the
General Assembly could set forth by general law a form of regional
government that could be adopted by localities: or localities could
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develop a regional government ta1lored to their particular needs anc
request the General Assembly to authome such by speda1 act. In
1990, the Genera1.Assembly did authorize the creation of the
RoaDoke llreglonal" govemment to serve the City of Roanoke and
Roanoke County. However. the estahUsbment of the regional
govetmnent was defeated in the required referendum.
(Cansututton. Arttcle VlL Sec. 2)

Statt~ Commission on Local Government
Commonwealth of VIrginia

August 1994
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Projected Revenue From Increasing the Sales Tax Rate
FY 1995 - FY 1997

(In Millions)

Revenue Impact From Increasing the Sales Tax Rate from 4.50/0 to 5%

Fiscal Year Revenue Gain

1995
1996
1997

$262.37
$277.63
$287.22

Revenue Impact From Increasing the Sales Tax Rate From 4.50/0 to 5.5%
Fiscal Year Revenue Gain

1995
1996
1997

$524.74
$555.26
$574.44

These estimates are based on a level of General Fund revenue collections consistent with the Department of
Taxatioo's forecast for November 1994. Fiscal year 1995 estimates represent a full fiscal year; however, if

legislation were passed to increase tbe sales tax rate, tbe fint fiscal year's collections wouJd be for aD 11 mODth
period due to a ODe mODth Jag iD coJlections.

Projected Revenue From Removing Service Exemptions
From Sales Tax Rate at 4.5%

FY 1995 - FY 1996
(In Millions)

Fiscal Year

1995
1996

Revenue Gain

$988.80
$1,022.42

Tbe revenue estimates listed above are based OD tbe 1992 VirgiDia Sales and Use Tax ExpeDditure Study. The
revenue impacts of the various service exemptions were adjusted for iDflation and real growth. Fiscal year

1995 estimates represent a full fiscal year; however. if legislation were passed to increase the sales tax rate, the
first fiscal year's collections would be for 80 11 month period due to a one month lag in collections.
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Individual Income Tax Rate Increase Options
Revenue Increase

(Millions)

Increase Top Rate Increase Top Rate Increase Top Rate
Fiscal Year to 60/0 to 6.250/0 to 6.75%

1994 $52.2 $104.4 $208.7
1995 $108.0 $216.0 $431.9
1996 $115.0 $230.0 $459.9
1997 $123.8 $247.6 $495.2

Increase Top Two Increase Top Two Increase Top Two
Tax Rates to 5.25% Tax Rates to 5.50% Tax Rates to 6.00%

Fiscal Year and 6.00% and 6.25% and 6.750/0

1994 $85.0 $169.9 $339.9
1995 $173.4 $346.6 $693.5
1996 $180.0 $359.9 $719.9
1997 $189.6 $379.2 $758.4

Tax increase is effective January 1, 1994. The figures assume that withholding tables are adjusted
January 1,1994, and that taxpayers making estimated payments begin remitting tax in accord with

the new rates in early calendar year 1995.
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:"IOUSE JOINT RESOLUTION NO. 487

Establishing the Commission on State and Local Government Responsibility and Taxing
Authority.

Agreed to by the House of Delegates, February 23, 1995
Agreed to by the Senate, February 21, 1995

WHEREAS, the state and local tax system in the Commonwealth as in all states has developed and grown
over a number of years; and

WHEREAS, the economy and demographics of Virginia have changed significantly in recent years and these
changes are projected to accelerate, resulting in changing service demands upon state and local governments; and

WHEREAS, fiscal soundness and the provision of quality state and local government services are essential to
Virginia's economic growth and prosperity; and

WHEREAS, many taxes, regulations, and laws governing commerce in Virginia which were framed for an
agricultural society and adapted to an industrial economy have not beep adequately adapted to the realities of a post-
industrial, information economy; and ' 0 • :" CO _ .~' •

WHEREAS. because the different sections of the tax code have been added at varying times, the impact each
has on the other and on the taxpayers could not always beanticipated; and

WHEREAS, service responsibility and taxing authoritY,of'lo6al governmenthas evolved over the years in a
piecemeal approach as responsibility for the delivery of services moves back and forth between the Commonwealth
and its political subdivisions; and

WHEREAS, locally integrated and regional service delivery has proven to afford economies; and
WHEREAS, the federal government has mandated that state and local governments provide services that

meet federally established standards; and
WHEREAS, the service demands on the state and its local governments have caused major fiscal pressures on

tax and fee sources and rates resulting in governmental downsizing, prioritizing, and privatization of services; and
WHEREAS, the allocation of tax and fee authority between state and local governments should be examined

periodically to ensure the efficacy and efficiency of that authority; and
WHEREAS, local and state taxes are major factors when businesses make decisions to expand, locate, and

relocate in Virginia; and
WHEREAS, some state and local taxes have been criticized by citizens and businesses as being inequitable

and adversely impacting state and local economies and impeding business growth; and
WHEREAS, the equity of the entire tax system in the Commonwealth has not been evaluated in depth; and
WHEREAS, the administration of all taxes needs to beexamined in order to achieve uniformity as well as fair

and equitable collection, audit, and appeals procedures; and
WHEREAS, JLARC examined the allocation of service responsibility between state and local governments

and identified broad options for realignment of selected service responsibilities; now, therefore, be it
RESOLYED by the House of Delegates, the Senate concurring, That the Commission on State and Local

Government Responsibility and Taxing Authority be established. The Commission shall be composed of twenty-five
members to be appointed as follows: the .Speaker, the majority leader, and the minority leader of the House of
Delegates; the Lieutenant Governor, President pro tempore, the majority leader, and the minority leader of the Senate;
the Attorney General of Virginia; and seventeen citizens of whom three shall be appointed by the Speaker of the
House, two shall be appointed by the Senate Committee on Privileges and Elections, and three shall be appointed by
the Governor: four representatives of the Virginia Chamber of Commerce. upon its recommendation, to be appointed
by the Speaker of the House; one representative of the Virginia Association of Commissioners of the Revenue, and two
representatives each of the Virginia Municipal League and the Virginia Association of Counties. upon the
"'l;>t:'o.>n1'\'"loo~d!1tion of" tho ..ocpooti...·.. ", ..saniC4tiono, to bo appointed b)' the ScnQtc COn>rnittoc on Pri...·ilcSoo and £l..oti",nc.

Consideration shall be given to appointing citizens and organizational representatives in such a manner as to
provide geographical and demographic representation. The Commission shall choose its chairman and vice-chairman
from the membership of the Commission,
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The Commission is requested to examine and make recommendations concerning the following: (i) the
service responsibilities of local, regional, and state governments, giving consideration to the appropriate role of
government at all levels and what distribution of service responsibility provides the greatest efficiency and best serves
Virginia citizens; (ii) revenue resources such as taxes, fees, and debt structures available to government to support
their respective responsibilities and minimize burdens on taxpayers, which are appropriate to current and emerging
economic, governmental, and social realities; (iii) a timetable and framework for implementing changes in service
responsibilities and revenue resources; (iv) uniform and equitable administrative procedures for local and regional
taxes which shall include, but not be limited to, audits and reviews, collection practices, taxpayer litigation,
communications with taxpayers, and the feasibility of the codification of a uniform ordinance; (v) the identification
and examination of all taxes and fees; (vi) the equity of each such tax and fee assessed, including the most efficient
and least burdensome of such taxes and fees; (vii) the changes needed in the tax structure relative to Virginia's
changing economy; and (viii) possible alternatives for the replacement or consolidation of taxes and fees.

The Weldon Cooper Center for Public Service at the University of Virginia and the Division of Legislative
Services shall provide staff support for the study. Technical assistance shall be provided by the Department of
Taxation and the State Corporation Commission. All agencies of the Commonwealth shall provide assistance to the
Commission, upon request.

The direct costs of the study shall not exceed S50,000.
The Governor and all entities requested to make appointments or to recommend persons to be appointed to

the Commission are requested to submit such appointments and recommendations expeditiously so that the
Commission maybegin its work by April 1, 1995.

The Commission shall complete its work and submit its findings and recommendations to the Governor and
the General Assembly by December 1, 1995, as provided in the procedures of the Division of Legislative Automated
Systems for the processing of legislative documents.

Implementation of this resolution is subject to subsequent approval and certification by the Joint Rules
Committee. The Committee may withhold expenditures or delay the period for the conduct of the study.

#
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