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Interim Report of the 
Commission on State and Local Government Services and Taxing 

· Authority

To 
The Governor and the General Assembly of Virginia 

Richmond, Virginia 
· March, 1996

TO: ·The Honorable George F. Allen, Governor of Virginia 
and 
the General Assembly of Virginia 

I. EXECUTIVE SUMMARY

House Joint Resolution 487, passed by the 1995 Ge·neral Assembly, created a 
commission to study the state and local tax system and the services delivery 
system. The commission held three public hearings around the Commonwealth. 
During its deliberations, the commission heard from state and local authorities, 
business representatives and private citizens who voiced their concerns about the 
issues before the commission. Of particular interest on everyone's list was the 
business, professional and occupational license (BPOL) tax. 

Both the system for the delivery of services and the raising of revenues to fund 
such services have developed in piecemeal fashion over the years. This has led to 
questions regarding the efficiency of service delivery and the equity of state and 
local taxes. To examine the two areas more thoroughly, the Services Task Force 
and the Revenues Task Force were created. Both task forces began their work in 
N ove:th her. 

Realizing its task would take longer than one year to complete, the commission 
proposed legislation to continue the study for an additional year. It also 
recommended supporting the concepts and principles embodied in the BPOL 
uniform ordinance legislation which was originally introduced during the 1995 
General Assembly Session. 



II. INTRODUCTION

The Commonwealth's state and local tax system has grown and developed, like 
all states, over the years. The same is true with regard to the services delivery 
system. As a result of this piecemeal evolution, questions have arisen as to whether 
services are being delivered in the most efficient manner and whether state and 
local taxes are inequitable and therefore, adversely impacting economic 
development by impeding business growth. 

HJR 487 (1995) (Appendix A) established the Commission on State and Local 
Government Responsibility and Taxing Authority consisting of twenty-five 
members 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 were appointed by the Speaker of the House; two 
were appointed by the Senate Committee on Privileges and Elections, and three 
were appointed by the Governor; four representatives of the Virginia Chamber of 
Commerce, upon its recommendation,. appointed by the Speaker of the House; or1e 
representative of the Virginia Association of Commissioners of the Revenue; �rid 
two representatives each of the Virginia ·Municipal League and the Virgini� 
Association of Counties, upon the recommendation of the respective organizations, 
appointed by the Senate Committee ·On Privileges and Elections. 

The Commission was also reque$ted 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.
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III. BACKGROUND

The catalyst for HJR 487 was the controversy between the business community 
and local government over the business, professional and occupational license 
(BPOL) tax. During_ the 1995 General Assembly Session, legislation was introduced 
which would have created a uniform BPOL ordinance to be used by all localities 
levying the tax. The legislation came about as a recommendation of a joint 
subcommittee which had been studying the BPOL tax for two years (HJR 526, 1993 
and HJR 110, 1994). 

The joint subcommittee studying the BPOL tax was unable to find a suitable 
funding replacement which would provide a comparable amount of revenues. 
Instead, it focused on the administration of the tax which resulted in the uniform 
ordinance. One of the complaints about the tax was as to how the tax was 
administered. It was thought that more certainty with regard to this aspect of the 
BPOL tax would make it less objectionable. 

For a variety of reasons, the uniform BPOL ordinance legislation failed to pass 
during the 1995 session. It was determined that examining one local tax in a 
vacuum was not the best way to develop a solution, but instead, an examination of 
the state and local tax system as a whole, as well as what and how services are 
delivered would produce a clearer picture. The purpose of HJR 487 was to provide 
the means for acquiring th�t picture. 

IV. ACTIVITIES OF THE COMMISSION

The Commission met six times beginning on June 9th in Richmond when it had 
its organizational meeting. To provide background, a report was presented to the 
Commission on the taxing authority of localities. 

The taxing authority of localities comes from three sources: the Constitution of 
Virginia, the Code of Virginia, and the Uniform Charter Powers Act. In Article X, 
Taxation and Finance, of the Constitution, the authority of the General Assembly 
and limitations on such authority regarding taxation and borrowing are delineated. 

Unless otherwise provided in the Constitution, Section 1 of Article X requires all 
property be taxed, all taxes to be levied and collected under general laws, and all 
taxes be uniform upon the same class of subjects within the territorial limits of the 
taxing authority. It also allows the General Assembly to define and classify taxable 
subjects the state may tax and which subjects the localities may tax. Section 4 of 
Article X specifically segregates real estate, coal and other mineral lands, and 
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tangible personal property, except rolling stock of pubiic service corporations, for 
taxation by local governments only. 

The statutory authority for local taxes is found primarily in Chapters 30 through 
39 of Title 58.1 of the Code of Virginia. Finally, the Uniform Charter Powers Act 
(UCPA) is a broad statutory grant of taxing authority in Title 15.1 of the Code. 
Under Section 15.1-841, cities and towns that have incorporated the UCPA into 
their charters have a general taxing authority. Therefore, they may levy taxes that 
counties may not. 

As of June 30, 1993, Virginia's cities and counties collected a little over $10.3 
billion annually from local, state, and federal sources. Of that amount 63.2 percent 
was locally generated, 30.3 percent state generated, and 6.5 percent federally 
generated. Of the locally generated portion, 63.26 percent came from property 
taxes, 22.5 percent from other local taxes, and 13.37 percent from other revenues 
such as fees, fines and forfeitures, and charges for services. 

The second meeting of the State/Local Government Responsibility and Taxing 
Authority Commission was held in Charlottesville at the Omni Hotel on August 15 
during the Local Government Officials' Conference. A representative from the Joint 
Legislative Audit and Review Commission presented an overview of the findings 
and recommendations resulting from State/Local Relations · and Service 
Responsibilities (Senate Document No. 37), a 1992 JLARC study. 

The study examined the service delivery structures in the context of changes the 
Commonwealth has undergone in the past several years. The purpose of the study 
was to identify ways to improve state and local relationships and to identify 
whether the responsibility for any services needed to be changed. While overall the 
study indicates the Commonwealth's governmental structure is sound, service 
responsibilities of the Commonwealth and its localities have evolved over the years 
in a somewhat piecemeal approach and have not always kept up with the changing 
social and economic conditions in the Commonwealth. The report also 
substantiated officials' concerns that there is now an imbalance between services 
provided and revenue-raising ability. 

The areas of service and funding responsibilities on which the report focused 
were transportation, education, human services, environmental protection, 
administration of justice, and general administration. In examining these 
responsibilities, broad criteria were used including efficiency/economy of scale, 
effectiveness, equity, fiscal accountability, responsiveness to the public, and 
flexibility. 

Finally, with regard to the adequacy of local resources to fund the services, the 
Commonwealth's taxes are generally lower than surrounding states while local 
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taxes are higher. This indicates that as additional service responsibilities are 
assigned to local governments, additional use of revenue resources may need to 
occur at the state level. 

Next a public hearing was . held to allow those local government officials 
attending the conference to express their opinions and to make recommendations 
regarding the work of the Commission. Overall, the comments were the same. The 
localities need flexibility in raising revenues. They do not need fewer options, 
unless some of their service responsibilities are taken over and funded by the state. 

The Commis�ion met for the third time in Virginia Beach at the annual Virginia 
Municipal League Conference on October 9. The meeting was a public hearing 
designed to hear from individuals wanting to comment on the Commission's work, 
especially with regard to the services area, which was the topic during the August 
meeting in Charlottesville. 

Speakers included representatives from the business sector as well as local 
government. In general, local government asked for flexibility with regard to taxes 
and revenue raising measures. They also asked that the state not send down any 
unfunded mandates, as in requiring more services be provided at the local level 
without some means to fund them. 

Representatives from the business community focused on the business, 
professional and occupational license (BPOL) tax. The Commission was encouraged 
to adopt the uniform ordinance legislation which was proposed by the Brickley 
subcommittee during the 1995 General Assembly Session. The purpose of the 
uniform ordinance is to provide more uniformity between localities in the 
application and administration of the BPOL : tax. Other business speakers 
emphasized the importance of less government and regulation of businesses. 

Following the public hearing, the chairman outlined a work plan for the 
remainder of the year and appointed two task forces to examine the services and 
revenues issues and make recommendations. 
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The fourth meeting of the Commission took place in Northern Virginia on 
November 14 at George Mason University and was a public hearing primarily for 
the business community. Prior to the public hearing the two as forces met. 

The Services Task Force focused on six areas of service in which the state and 
localities share responsibilities: education, social services, health, mental health, 
corrections and transportation. Education consumes, by far, the greatest portion of 
each locality's budget. 

Discussion regarding the JLARC report, presented to the Commission during its 
August meeting, on state and local service responsibilities concluded that while the 
factual information was helpful it did not proceed far enough in its 
recommendations. The Task Force decided to request the Virginia Municipal 
League, Virginia A.ssociation of Counties, the Virginia Chamber of Commerce and 
JLARC to make a presentation with recommendations concerning the six major 
areas of service responsibilities. The goal of the Services Task Force is to develop a 
list of services to examine and a general direction in which to go. 

The Revenues Task Force examined the funding side of the study. The 
Revenues Task Force favored asking the General Assembly to enact legislation 
requiring localities levying a BPOL tax to adopt the uniform ordinance 
recommended by Delegate Brickley's Subcommittee (HJR 110). 

The Task Force noted that the. uniform ordinance provides for a $100,000 
threshold for taxability, rather than an exemption of $100,000 of revenue. The 
issue of a threshold versus an exemption amount was not fully aired during the 
deliberations of Delegate Brickley's subcommittee. Changing the provision from a 
threshold to an exemption would have an undetermined, but substantial, effect on 
revenues. However, the equity of a threshold can be questioned because a business 
with $100,000 of revenue would pay no tax while another with $100,001 would pay 
tax on the full amount. The threshold provision is of special concern to small 
businesses, retailers and towns. 

The Task Force favored asking the General Assembly to enact legislation 
establishing appeals procedures for local business taxes, which procedures follow 
those set out in the Brickley uniform ordinance for BPOL. Specifically, the 
procedures will allow appeals from the Commissioner of Revenue to the Tax 
Commissioner, and require localities to pay interest to prevailing taxpayers on 
funds improperly collected. 

The Task Force favored extending the appeals procedures in the BPOL uniform 
ordinance to individual taxpayers, but did not recommend that the General 
Assembly act on this issue in 1996. The expansion of appeals of local taxing 
decisions by individuals to the Tax Commissioner would place an unknown burden 
on the Tax Department. Further study is required regarding the additional 

6 



resources the Tax Department would need in order to address appeals by 
individuals of local tax disputes; however, the Task Force decided that the same 
rights should be extended to individuals as soon as possible. 

The Task Force further recommended that it study the mix of state and local 
taxes. This study will address the items and activities that are taxed, and how they 
are taxed, in addition to the tax burden. The study's focus will be on the effect of 
the mix of taxes on economic growth. 

As part of this study, the Commission should seek funding from the 1996 
Session of the General Assembly for an appropriation to finance a study by outside 
consultants of this issue. The study will compare Virginia's tax mix with those of 
other states with which the Commonwealth is competing for economic development 
op port uni ties. 

Issues of particular concern include: (i) the continuation of the BPOL tax; (ii) the 
effect of local reliance on the real property tax on the agricultural sector; and (iii) 
the effect of the system of taxation on the high-tech community. The study should 
also identify alternatives to any source of revenue which may be replaced or 
restructured. 

Following the two task force meetings, the third public hearing was held with a 
majority of the speakers representing the business community. Most of them 
mentioned the BPOL tax and called for its elimination or refinement. Several 
mentioned that the tax was a deterrent to economic development. The BPOL tax 
plus other factors have resulted in business moving out of localities which impose it, 
choosing not to expand or not locating in a locality which imposes it. Small 
businesses, in particular, are concerned about all taxes but the BPOL tax is a major 
concern because it is a gross receipts tax. 

Many of the business community speakers called for the Commission to adopt 
the uniform ordinance and repeal the BPOL tax in the future. No business 
speaker, however, proposed an alternative revenue source. Instead, there was a 
call for localities to be creative in raising revenues or find ways to cut their costs. 

Local government representatives, on the other hand, described how localities 
are limited in the number of revenue options at their disposal and are increasingly 
dependent on real and personal property taxes to generate sufficient revenues. 
Many local governments have held services steady or even reduced them and have 
had to increase their real and personal property tax rates anyway. 

There were two suggestions made by local government for raising revenues. 
First, expand the sales tax to specific services that are exempt currently, because 
the economy is becoming more service driven. Second, create a local option for a 
differential real estate tax rate by class of property. This option would require a 
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state constitutional amendment because all classes of property are to be truced at 
the same rate within a jurisdiction. (For more detail regarding speakers' 
statements see Appendix B.) 

The Services Task Force held a second meeting on December 21 in Richmond in 
which the entire Commission was invited. The service areas examined were 
education, health, mental health, transportation, social services and corrections. 
The most dramatic suggestion made was for the state to assume the local share of 
funding the standards of quality .. This would cost approximately $1.4 billion. The 
standards of quality are established at the state level with localities having no 
control over them. Because of this, it was argued that the state should pay the local 
share. 

To help the state fund this, it was suggested that a number of local truces could 
be relinquished and turned over for administration by the state. They included 
personal property, local option sales, consumer utility and BPOL taxes. 

The Commission held its final meeting for its first year on January 16, 1996, in 
Richmond. A discussion regarding the BPOL uniform· ordinance legislation (House 
Bill 293-Appendix C) introduced by Delegate Brickley started the meeting. First, 
the Commission heard testimony from the President of the Commissioners of the 
Revenue Association who talked about the number of states which have some type 
of business license tax with the majority using it as a revenue source. He also 
talked about the $100,000 threshold, what a burden it would be on towns, in 
particular, and how much worse an exemption in that amount would be. 

Next, there was some concern expressed by the local government members of the 
Commission that House Bill 293 had new language which was not in the 1995 
version of the bill. The language related to the inclusion of software in the 
manufacturing definition, the exemption of venture capital firms from the tax and 
the expansion of the appeals process to include all local business taxes, not just the 
BPOL tax. This concern led to the Commission's endorsement of the concepts and 
principles embodied in the bill and recognition that changes would most likely be 
made to the bill throughout the legislative process. 

Finally, the Commission voted to support the resolution to continue the study 
for one additional year in order to complete its work (Appendix D). Further study is 
needed to evaluate more thoroughly the ideas presented to the Services Task Force 
in its December 21 meeting. In addition, the Revenues Task Force has issues it 
wants to investigate. Also mentioned was the idea of reexamining the elimination 
of the BPOL tax by some date in the future, provided some other revenue source 
couid be found so that the loss to the localities would be lessened. The business 
community was encouraged to develop ideas for revenue replacement if it expects 
the BPOL tax to be repealed. 
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V. ISSUES

( 1) Should any of the services being provided by the localities be transferred to the
state and should any of the services being provided by the state be transferred to
the localities?

(2) What can be done to improve the tax system? Eliminate or change certain taxes
in exchange for other forms of revenue raising?

( 3) Will changes in the federal budget affect the delivery of services and their
funding within the states and, if so, how?

VI. FINDINGS AND RECOMMENDATIONS

The Services Task Force made no final decisions regarding the transfer of 
services from the localities to the state or vice versa. Further study is necessary 
before recommendations regarding this issue can be made. The Revenues Task 
Force also wants to investigate further the state and local tax systems in order to 
make informed decisions. It did decide to act on the BPOL tax with the support of 
the full Commission. 

In order to alleviate some of the concerns regarding the BPOL tax and to 
continue its examination of state and local services and revenues, the Commission 
recommends the following: 

1. By legislation, provide a BPOL uniform ordinance to be used by the
localities which levy the tax and establish an appeals process for all local
business taxes.

2. By joint resolution, extend the study (HJR 487) for one additional year
in order to complete its work in a thorough manner.
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The Commission extends its gratitude to everyone who contributed to a 
successful year of study. We look forward to continuing our work in 1996. 

Respectfully submitted, 

The Honorable Donald S. Beyer, Jr., Chairperson 
Ms. Eva Teig, Vice Chairperson 
The Honorable Thomas W. Moss, Jr. 
The Honorable C. Richard Cranwell 
The Honorable David G. Brickley 
The Honorable S. Vance Wilkins, Jr. 
The Honorable Stanley C. Walker 
The Honorable Hunter B. Andrews 
The Honorable Joseph B. Benedetti 
The Honorable James S. Gilmore, III 
Mr. Frank Armstrong, III 
The Honorable Trenton Crewe 
Ms. Katherine K. Hanley 
Mr. Scott Martin Harwood :
Mr. H. Randolph Laird 
The Honorable Joseph A. Leafe 
The Honorable L. Cleaves Manning 
Ms. Ann Parker Maust 
Mr. Ross A. Mugler 
Mr. William G. O'Brien 
Mr. Robert J. O'Neill 
Mr. William L.S. Rowe 
Mr. John L. Rulison 
Mr. David G. Speck 
Mr. Todd A. Stottlemyer 
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APPENDIX A 

1995 SESSION 

1 HOUSE JOINT RESOLUTION NO. 487 
2 AMEND:ME.i\IT IN Tiffi NATURE OF A SUBSTITUTE 
3 (Proposed by the House Committee on Rules 
4 on February 2, 1995) 
5 (Patron Prior to Substitute-Delegate Hull) 
6 Establishing the Commission on State and Local Government Responsibility and Taxing Authority. 
7 WHEREAS, the state and local tax system in the Commonwealth as in all states has developed 
8 and grown over a number of years; and 
9 'WHEREAS, the economy and demographics of Virginia have changed significantly in recent years 

10 and these changes are projected to accelerate, resulting in changing service demands upon state and 
11 local governments; and 
12 WHEREAS, fiscal soundness and the provision of quality state and local government services are 
13 essential to Virginia's economic growth and prosperity; and 
14 WHEREAS, many taxes, regulations, and laws governing commerce in Virginia which were 
15 framed for an �oricultural society and adapted to an industrial economy have not been adequately 
16 adapted to the realities of a post-industrial, information economy; and 
17 'WHEREAS, because the different sections of the tax code have been added at varying times, the 
18 impact each has on the other and on the taxpayers could not always be anticipated; and 
19 WHEREAS, service responsibility and taxing authority of local government has evolved over the 
20 years in a piecemeal approach as responsibility for the delivery of services moves back and forth 
21 between the Commonwealth and its political subdivisions; and 
22 WHEREAS, locally integrated and regional service delivery has proven to afford economies; and 
23 WHEREAS, the federal government has mandated that state and local governments provide 
24 services that meet federally established standards; and 
2S WHEREAS, the service demands on the state and its local governments have caused major fiscal 
26 pressures on taX and fee sources and rates resulting in governmental downsizing, prioritizing, and 
27 privatization of services; and 
28 WHEREAS. the allocation of tax and fee authority between state and local governments should be 
29 examined periodically to ensure the efficacy and efficiency of that authority; and 
30 'WHEREAS. local and state taxes are major factors when businesses make decisions to expand, 
31 locate, and relocate in Virginia; and 
32 WHEREAS, some state and local taxes have been criticized by citizens and businesses as being 
33 inequitable and adversely impacting state and local economies and impeding business growth; and 
34 'WHEREAS, the equity of the entire tax system in the Commonwealth has not been evaluated in 
35 depth; and 
36 WHEREAS, the administration of all taxes needs to be examined in order to achieve uniformity as 
37 well as fair and equitable collection, audit, and appeals procedures; and 
38 WHEREAS, JLARC examined the allocation of service responsibility between state and local 
39 governments and identified broad options for realignment of selected service responsibilities; now, 
40 therefore, be it 
41 RESOLVED by the House of Delegates, the Senate concurring, That the Commission on State and 
42 Local Government Responsibility and Taxing Authority be established. The Commission shall be 
43 composed of twenty-five members to be appointed as follows: the Speaker, the majority leader, and 
44 the minority leader of the House of Delegates; the Lieutenant Governor, President pro tempore, the 
45 majority leader, and the minority leader of the Senate; the Attorney General of Virginia; and 
46 seventeen citizens of whom three shall be appointed by the Speaker of the House; two shall be 
47 appointed by the Senate Committee on Privileges and Elections, and three shall be appointed by the 
48 Governor; four representatives of the Virginia Chamber of Commerce, upon its recommendation. to 
49 be appointed by the Speaker of the House; one representative of the Virginia Association of 
50 Commissioners of the Revenue; and two representatives each of the Virginia Municipal League and 
51 the Virginia Association of Counties, upon the recommendation of the respective organizations, to be 
52 appointed by the Senate Committee on Privileges and Elections. 
53 Consideration shall be given to appointing citizens and organizational representatives in such a 



2 House Substitute for H.J .R. 487 

1 manner as to provide geographical and demographic representation. The Commission shall choose its 
2 chairman and vice-chairman from the membership of the Commission. 
3 The Commission is requested to examine and make recommendations concerning the following: (i) 
4 the service responsibilities of local, regional, and state governments, giving consideration to the 
5 appropriate role of government at all levels and what distribution of service responsibility provides the 
6 greatest efficiency and best serves Virginia citizens; (ii) revenue resources such as taxes. fees, and 
7 debt structures available to _ government to support their respective responsibilities and minimize 
8 burdens on taxpayers, which are appropriate to current and emerging economic, governmental, and 
9 social realities; (iii) a timetable and framework for implementing changes in service responsibilities 

10 and revenue resources; (iv) uniform and equitable administrative procedures for local and regional 
11 taxes which shall include, but not be limited to, audits and reviews, collection practices, taxpayer 
12 litigation, communications with taxpayers, and the feasibility of the codification of a uniform 
13 ordinance; (v) the identification and examination of all taxes and fees; (vi) the equity of each such tax 
14 and fee assessed. including the most efficient and least burdensome of such taxes and fees; (vii) the 
15 changes needed in the tax structure relative to Virginia's changing economy; and (viii) possible 
16 alternatives for the replacement or consolidation of taxes and fees. 
17 The Weldon Cooper Center for Public Service at the University of Virginia and the Division of 
18 Legislative Services shall provide staff support for the study. Technical assistance shall be provided 
19 by the Department of Taxation and the State Corporation Commission. All agencies of the 
20 Commonwealth shall provide assistance to the Commission, upon request. 
21 The direct costs of the smdy shall not exceed $50,000. 
22 The Governor and all entities requested to make appointments or to recommend persons to be 
23 appointed to the Commission are requested to submit such appointments and recommendations 
24 expeditiously so that the Commission may begin its work by April 1, 1995. The Commission shall 
25 complete its work and submit its findings and recommendations to the Governor and the General 
26 Assembly by December 1, 1995. 
27 Implementation of this resolution is subject to subsequent approval and certification by the Joint 
28 Rules Committee. The Committee may withhold expenditures or delay the period for the conduct of 
29 the study. 
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APPENDIXB 

• ,RGINIA MANUFACTURERS ASSOCIATION
PO. Box 412, Richmond, Virginia 23203, 804-643-7489, FAX 804-780-3853

Presentation to the Commission on 

State and Local Government 

Responsibility and Taxing Authority 

HJR487 

by Carol C. Wampler 

Vice President & General Counsel 

Virginia Manufacturers Association 

November 14, 1995 

Mr. Chairman and ladies and gentlemen: 

I appreciate the opportunity to bring to this Commission some comments on 

behalf of the Virginia Manufacturers Association. 

For almost four years, the Virginia Manufacturers Association (VMA) has been 

working actively with representatives of local government, Commissioners of the 

Revenue an� Treasurers, and other business groups to address local taxation 

problems. At first, our efforts were informal meetings hosted in the VMA office. 

Later, we worked extensively with the Brickley BPOL Commission and its Advisory 

Committee. 

We understand that many local governments have been increasingly stressed 

by mandates imposed by federal and state laws, as well as local needs. We are 

sympathetic to the needs of local governments. Our member companies rely heavily 

on the services which local governments provide, and we want to work to see that the 

needs of local governments are appropriately met. 
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Faced with these fiscal stresses, however, a number of local governments have 

aggressively interpreted the reach of local taxes on manufacturers and other 

businesses in ways which we believe are inappropriate and unlawful. This trend has 

in turn placed fiscal stresses and burdens on many of our members, to the point that 

a number of them have had to spend significant time and resources in challenging 

unfair local tax audits in court. Under current law, challenging local tax audits is an 

expensive and often arduous task. Even when our members eventually win in court, 

they still lose, because local tax laws almost never provide for payment of interest on 

refunds. 

Accordingly, we respectfully urge this Commission to recommend two 

legislative reforms to the 1996 session of the General Assembly. 

The first recommendation is for adoption of the Brickley BPOL (Business, 

Professional, Occupational License) Uniform Ordinance, introduced in the 1995 

legislative session as House Bill 2351, which would reform administration of the 

BPOL tax. The Brickley Uniform Ordinance represents a hard-fought compromise 

among representatives of local governments, Commissioners of Revenue and 

Treasurers, and the business community. It creates the uniformity and fairness of 

administration which are so desperately needed by taxpayers across the 

Commonwealth. The Brickley Uniform Ordinanc,:: was, I believe, adopted 

unanimously by the BPOL Legislative Subcommittee and appeared to enjoy broad 

support among legislators until it got caught up in the separate effort to repeal or 

phase-out the BPOL tax in 1995. We believe that it is extremely important for this 

measure to pass in 1996. 

Some people wrongly assume that manufacturers are exempt from the BPOL 

tax. Although some sales by manufacturers are not subject to the tax, let me assure 

you that our members pay very large amounts of money on the BPOL tax. A number 
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of V:tvlA members are diversified companies, legitimately subject to the BPOL tax 

for certain operations, and therefore in need of a reasonably and uniformly 

administered tax structure. Some of our members are wrongly being assessed BPOL 

and need fair administrative appeals processes, including interest on refunds. The 

Brickley Uniform Ordinance, if enacted, can meet all of these needs. 

And the needs are immediate. As many of you know, there is currently a court 

case pending which could jeopardize corporate headquarters in our state. A locality 

assessed BPOL on the worldwide sales of a Virginia manufacturer because the 

company's headquarters facility is located within that locality. The company 

prevailed at the trial court level; however, the local government appealed, and we are 

now waiting to learn if the Virginia Supreme Court will hear the appeal. At least two 

of our CEO's have already said that they will move their corporate headquarters out 

of Virginia if the company loses this case. Adoption of the Brickley BPOL Uniform 

Ordinance could prevent an unfavorable outcome in future cases similar to this one, 

and could help keep headquarters facilities in Virginia. Timely legislation could also 

nip this problem in the bud before localities become revenue-dependent on such 

wide-ranging assessment approaches. 

The second recommendation is for adoption by the 1996 General Assembly 

of legislation to provide equitable and uniform collection, audit, and 

administrative appeals procedures for all relevant local taxes. 1 The appeals 

procedures should include paying interest on refunds, as provided in the Brickley 

Uniform Ordinance regarding the BPOL tax, and as found in the Virginia Department 

of Taxation's procedures for state taxes. The same fair procedures need to be applied 

to all local taxes. 

1 
We urge adoption of administrative appeals procedures for all "relevant" local taxes rather than for all local taxes because the real 

estate already has uniform appeals procedures which work well and should, we believe, remain in place. 
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of Taxation's procedures for state taxes. The same fair procedures need to be applied 

to all 1 ocal taxes. 

Again, court cases can illustrate the need for legislation. Fairly recently, one 

of our members waged a three-year battle to win a refund of erroneously-collected 

local taxes, and then received absolutely no interest on the refund. In another case 

decided by the Virginia Supreme Court just a few weeks ago, one of our member 

companies prevailed, as it had at the trial level, that certain capital of its corporate 

headquarters facility was excluded by state law from local taxation. However, the 

local ordinance did not provide for interest on refunds, so the company received none. 

In addition, the court found that the company was not entitled to post-judgment 

interest. From the taxpayer's point of view, the current state of local tax law already 

provides an incentive for localities to litigate rather than try to resolve taxpayer audit 

challenges, because localities do not have to pay interest on the tax money they are 

holding. This new case has, in our view, provided localities with a further incentive 

to appeal if they do not win at the trial level. One local tax attorney told me that the 

interest earned during the appeal of this case on the taxes being erroneously held by 

the locality could pay the locality's legal bill for the appeal two or three times over. 

This is not an appropriate incentive. The incentives should be for both sides to come 

to the table and try to, resolve audit disputes. The legislative reform we ask you to 

recommend would accomplish this goal. 

Right now, we know of only one locality whose laws provide for interest on 

tax refunds, although it appears that all localities require taxpayers to pay penalties 

and interest on delinquent taxes. We would ask you to create a more level playing 

field, as the state Department of Taxation has done, and as all parties agreed last year 

should be done for BPOL in the Brickley Uniform Ordinance. We know of no 

principled reason why anyone would object to extending these fair and uniform 

appeals processes to all local taxes. 
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In summary, we strongly urge this commission to recommend two reform 

measures for enactment in 1996: (1) the Brickley BPOL Uniform Ordinance and 

(2) similar uniform and equitable collection, audit, and appeals procedures

(including interest on refunds) for all other relevant local taxes.

The question is sometimes asked, "Where does VMA stand on the question of 
repeal or phase-out of the BPOL tax?" We do not at this time have a formal position 

on this question. I can tell you, however, that our members believe the BPOL tax, 

like any gross receipts tax, is a bad tax, which hampers economic development. I can 

also tell you that there was widespread consternation among our members last session 

when Governor Allen proposed a phase-out of BPOL. Several local governments, 
apparently doubting that replacement revenues would actually be provided to them, 

threatened to raise property taxes, machinery and tools taxes, and other local taxes. 

These threats deeply concerned a number of our members. 

Based on members' reactions during the 1995 session, as well as numerous 

subsequent discussions among our Taxation Committee members and Board 

members, I believe that they would expect two as·surances before being willing to 

endorse a specific plan to repeal or phase out BPOL: (1) that local governments, like 

private businesses and state government, have made appropriate cost-reduction 

efforts, and (2) that any remaining revenue shortfall to local governments will not be 

addressed by measures which would be even more detrimental than the BPOL tax to 
Virginia's business and economy. 

I fully believe that this commission can and will address both of these issues. 

I do not believe, however, that you can do so appropriately before the 1996 legislative 
session. Precipitous or premature efforts to repeal BPOL can have unintended 

negative consequences, just as occurred in the 1995 session. Enacting the reform 

measures outlined above can provide the breathing room for repeal to be considered 
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and planned wisely and equitably. 

And BPOL is only one piece of the total picture of local revenue and service 

needs. All of these issues -- and the total picture -- are extremely important to 

Virginia's future economic viability and the quality of all citizens' lives. It is not 

often that we are privileged to have a commission with the stature of this one to 

address such issues. Like the Virginia Chamber of Commerce, VMA is willing and 

eager to work with this commission to continue to address possible BPOL repeal and 

other local tax issues in a second year of the commission's existence. We may not get 

this unique opportunity again, and we are sincerely committed to "doing the job 

right." We urge you to ask the 1996 General Assembly to extend the life of this 

commission for one additional year so that the needs and concerns of both 

taxpayers and local governments can be addressed fully and prudently. 

Thank you for the opportunity to speak to you today, and for considering our 

concerns. 
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I am Ellen M. Bozman, Vice Chairman of the Arlington County Board. Thank you for the 

opportunity to testify. Board Member and new state-senator elect Mary Margaret Whipple 

testified before the Com.mission in August at the annual Local Government Officials 

Conference in Charlottesville. Her remarks focused on state and local service 

responsibilities. Today, I wish to focus on your second assignment: revenues. 

In particular, I will make two basic points: 

1. Virginia's localities have a limited number of revenue options at their disposal, and

are increasingly dependent upon the increased real and personal property taxes to generate 

adequate resources. 

All three levels of government are either cutting their budgets or trying to hold spending 

constant. Many local governments have held services steady or reduced services and yet 

have had to increase their real and personal property tax rates. 

There are several reasons for this phenomenon. But, allow me to point out two important 

examples: 



1. First, the federal and state governments both expect local governments to assume

greater program and funding responsibilities. 

A good example of this might be welfare reform. It appears that local governments may 

have to assume a significant ponion of the employment services costs associated with 

implementing welfare to work. (And, local governments may have to assume a greater share 

of future Medicaid funding in order· to care for the indigent' and the elderly.) 

2. And second, here in Arlington our constituents expect the County Board to keep

education expenditures rising with escalating costs and increased needs. Since 1990, 

Ariington has had (on a percentage growth basis) one of fastest growing school populations, 

education expenditures have accounted for a larger share of Arlington County's budget. 

While service expenditures have held steady-under the rate of inflation--school funding has 

risen. For example, last year the County's budget grew only 2 % and the Schools were 

allocated 80% of that 2 % increase: 

We have increased the real property tax rate each of the last four years in Arlington. Real 

and personal property tax revenues account for approximately 55 percent of Arlington's 

entire general fund. (BPOL revenues account for another approximately 10 percent.) 

My se:ond point is that if Business, Professional and Occupational License (BPOL) is to be 

eliminated, t.11.e revenue generated from the BPOL tax in each locality must be replaced on a 
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dollar-for-dollar basis with some other local option tax which would not significantly shift 

taxes from business to residents or from large businesses to small businesses. If 

eliminated, the failure to replace the BPOL tax with a new local option business tax -- or 

taxes -- will likely compel local governments to increases the real and personal property 

taxes. Furthermore, it would be unacceptable to replace BPOL revenue with an unreliable 

state subsidy that is subject to an annual appropriation. Such a policy is not fiscally prudent 

and would put the fiscal stability of each local government at risk during every General 

Assembly session. 

I suggest, therefore, that if you choose to recommend the elimination of the tax, you may 

wish to examine two specific alternatives I will outline. However, let me make clear that I 

do not contend that the tax should be eliminated. Northern Virginia's local governments are 

instituting equitable reforms as suggested by the Brickley Commission. Also, there is little 

to no historical and empirical evidence to suggest that the BPOL tax is a disincentive to 

economic development. BPOL's structure in the economy is much like the European VAT -

a concept that is being discussed by Republicans as one fonn of possible tax refonn at the 

federal level. While I recognize there are issues with the BPOL tax and there are many who 

now feel strongly about the elimination of this tax, reform of its administration makes it 

more of an acceptable revenue source. 

Therefore, the following are two alternatives for your consideration: 
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Alternative 1. Expand the sales taX to specific services that are currently 

exempted. Given that all of our economies have evolved to a 

more service economy and away from the sale of hardgoods, it 

only makes sense to change the method of taxation to match this 

shift towards the service sector. 

Alternative 2. Create the local option of a differential real estate tax rate by 

\ �, class of propeny. This may make a good substitution for the 
_,0C:� 
. '\ 

,/\\) '" BPOL tax, as there is likely to be a strong correlation between 
./· � \ 

\ \ . 
: -, ' 

r- -� · who pays BPOL and how much and who pays propeny raxes 
.'-- : 

\\� '-·' 
\; · either directly or through a lease. It also uses an accepted 

existing tax assessment system. 

I thank you for your time. Arlington County is prepared to assist you however possible as 

you continue your deliberations. 
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Good afternoon, Lt. Governor Beyer and members of the HJ 487 
Commission. I am Phil Meany, president of Grubb & Ellis a commercial 
real estate firm operating in the National Capital Region and across the 
United States. I am here today representing the over 1,000 corporate 
members of The Greater Washington Board of Trade, many who are 
headquartered in Virginia or have some substantial presence in the 
Commonwealth. Today, I would like to briefly address the mission of this 
Commission and outline three proposals for your consideration. 

As you prepare recommendations for the upcoming legislative session, 
The Greater Washington Board of Trade requests your support for three 
specific actions: 

A adoption of the bipartisan, public and private sector developed 
statewide uniform ordinance for the Business, Professional and 
Occupational License Tax; 

A agreement that a gross receipts tax has no place in Virginia by 
adopting legislation that sets out a date certain in the future by 
which the BPOL Tax will be repealed; and, 

A extension of this Commission for one year to develop a specific 
plan to repeal the BPOL Tax and if necessary provide an 
appropriate revenue source for local government. 

Let me spend a few moments on why these are the Board of Trade's 
priority recommendations for this Commission. As chairman of the Board of 
Trade's Virginia Public Affairs Council l communicated our support for the 
creation of this Commission during the 1995 legislative session. 
Specifically we supported the Commission's charge to: 

A address the current division of responsibilities between local and 
state government to insure the most cost-effective and efficient 
delivery of services to citizens and businesses; 

A provide for an appropriate system of revenues to local and state 
government to support their responsibilities while minimizing the 
tax burden on individuals, businesses and the Virginia economy; 
and, 
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A identify changes needed to local, regional and state taxes in 
recognition of Virginia's, and indeed, the world,s changing 
economy. 

We admit this is a powerfully complex set of issues you have been charged 
to address. But, these are the important, fundamental issues that must be 
addressed if Virginia is to maintain and even enhance its job creation 
opportunities in the coming century. Economic activity provides the 
revenues necessary to produce efficient transportation systems, quality 
education institutions, green space and cultural attractions. These 
qualities have been consistently identified as existing in the National 
Capital Region and desirable in a business location by those CEOs looking 
to locate or expand their operations. The dilemma is how to provide these 
benefits without strangling economic activity. 

The Board of Trade and its members believe the BPOL Tax is a major 
obstacle to Virginia firms' and individual's ability to take full advantage of 
the emerging global economy. A gross receipts tax -- with or without 
uniform administration -- will always be a drag on the economy and the 
profitability of firms. A gross receipts tax, which by its very nature will 
never tax the net performance of a company, is particularly harmful for 
companies with high revenues and low profit margins and to start up 
companies who don't often have any profits for some years. 

Today in Virginia, not only do we have a regressive gross receipts tax, but 
we have one that is administered in as many ways as there are local 
governments who impose the tax. The provisions in the Brickley 
Subcommittee proposal -- defining gross receipts; setting a common due 
date across Virginia; conforming apportionment, appeals and rulings -- are 
key to making BPOL tolerable and relieving companies both large and 
small of an unnecessarily complex compliance burden. A voluntary 
ordinance will not be a uniform ordinance. We ask you to recommend that 
the General Assembly quickly adopt a mandatory statewide uniform 
ordinance for the BPOL Tax. 

But uniformity and correction of some the major inequities of the BPOL Tax 
does not reduce the harm it causes to the economic health of a company. 
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Virginia must eventually get rid of this regressive gross receipts tax. The 
Board of Trade does not support abrupt elimination of the tax, which could 
cause more harm than good if localities chose an equally burdensome tax 
to make up for lost revenue. A commitment to get rid of the tax will signal 
Virginia's understanding that gross receipts taxes makes its companies 
noncompetitive in a global marketplace. A commitment set out some years 
recognizes that some areas will need assistance to meet service 
responsibilities and keeps both the public and private sector at the table to 
find a mutually beneficial solution. 

With the adoption of the mandatory uniform ordinance and a date certain in 
the future for repeal of the BPOL Tax, the second year of this Commission 
can focus on Virginia's overall tax system, how to fund the appropriate 
local and state government responsibilities and recommend those revenue 
sources that do not compromise the Commonwealth's economic 
competitiveness. The Commission should take a specific look at how 
revenues are raised and what specific impact that has on Virginia's 
competitiveness particularly in its core industries. 

The Commonwealth of Virginia has a great number of attributes that make 
future economic growth probable, but it is by no means assured. The 
Greater Washington Board of Trade asks for your support to address 
specific improvements that will increase the odds in Virginia's economic 
favor: 

A adoption of the statewide uniform ordinance for the BPOL Tax and 

A setting a date certain for repeal of BPOL in recognition that a 

gross receipts tax can only limit economic opportunities. 

I thank you for this opportunity to speak before you today. The Board of 
Trade looks forward to the recommendations from the services and 
revenues task forces and working with you to improve Virginia's tax 
system. 
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Good afternoon Mr. Chairman and members of the commission. My name is Terrie Spiro, President and 
CEO ofTysons National Bank. I also serve on the Executive Committee of the Fairfax County Chamber 
of Commerce. Today I am representing the Chamber's nearly 2,000 corporate members and 5,500 
business men and women. 

In my position as President of a local bank, I have the opportunity to meet and serve many small business 
owners and entrepreneurs. I must tell you that my experience indicates that taxes, specifically the BPOL 
tax, are one of the biggest concerns most small businesses have. Small businesses create the vast 
majority of new jobs in Virginia, even while struggling to meet their payrolls, expand their client base 
and feed their own families. The issues you are here to address are important to the future of small 
businesses, and I hope you will carefully weigh the impacts of your actions on this most important sector 
of Virginia's economy. 

The Chamber's comments at your October 9th meeting focused on the service responsibilities of local 
governments and how localities can u�ilize business tools to make themselves more efficient in the 
delivery of services. Today we would like to touch on the issue of taxes in Virginia; specifically 
business taxes. 

The BPOL tax is by far the most obvious of topics for the Chamber to talk about. Repeal of the BPOL 
tax has been the number one issue for this chamber for many years, and continues to be so today. At the 
commission meeting in Virginia Beach, you heard from local government officials from all over Virginia 
talking about the steps they were taking to address the unfairness of the BPOL tax; specifically they 
spoke about voluntary actions to adopt the model ordinance drafted by the VML and VACO. We 
applaud the efforts of local governments, such as Mr. Gilmore's home Henrico County, to take these 
voluntary steps. I know that in those localities where the changes have been made the local chambers 
have been involved in helping implement the ordinance. However, this Commission must understand 
that these voluntary actions cannot fully address the concerns expressed by businesses from around the 
Commonwealth, thereby negating the need for uniform reform and eventual repeal. That is simply 
untrue. There is no "fix" for the BPOL problem short of repeal of the tax. It's still a tax on gross 
receipts, and it's still regressive and unfair. 

A model ordinance is simply that; a model. It requires local governments to commit to nothing more 
than what they want. Local governments are free to pick and choose which pieces of the suggested 
ordinance they wish to adopt. 
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Some local governments have set a threshold of $50,000 under which businesses would pay no tax; some 
set it at $100,000; some have no threshold at all. This commission and the General Assembly must not 
let two years of unanimous work undertaken by Delegate David Brickley's commission go to waste by 
not enacting its important provisions. 

To that end, there are two things that the Fairfax County Chamber wishes to see this commission and the 
General Assembly accomplish by next March: 

1) Have the Commission recommend and the General Assembly approve the uniform ordinance
developed by the Brickley Commission one year ago.

2) Approve legislation establishing a date by which the BPOL tax will be repealed, with the
opportunity over the next year to determine what revenues must be in place to meet the needs of
local governments.

Legislation defeated in the 1995 Session would have set a date certain of July, 2002, by which the BPOL 
tax would be repealed. Establishing this reasonable legislative timeframe within which the BPOL tax 
can be phased-out has no immediate financial impact on any local government and provides sufficient 
comfort for the business community that our concerns are being heard and addressed. We're not asking 
for immediate repeal, just establishment of a target date to which we can focus our attentions. 

Next, this commission should endorse and the General Assembly adopt the uniform ordinance that was 
unanimously approved by the Brickley Commission nearly one year ago, albeit with one modification. 
The $100,000 threshold in gross receipts under which businesses would not be subject to the tax should 
be changed to a $100,000 exemption for all businesses, meaning the first $100,000 in gross receipts of 
every Virginia business would be exempt from the tax. By using the $100,000 as a threshold rather than 
exemption, businesses that have gross receipts just over the threshold are subject to the full tax, creating 
a disincentive for the business to grow above the threshold. Delegate Brickley, the business community 
and local governments worked for two years on the uniform ordinance, and it had the unanimous support 
of everyone involved. Its adoption will help ease the burden on businesses as the tax is phased-out. It 
deserves your support. 

This commission also has as one of its charges the examination of the overall tax structure in Virginia; 
more specifically, determining whether the existing tax structure meets the needs of the state and local 
governments and does not place undue burdens on the business community and its citizens. The Fairfax 
County Chamber of Commerce strongly encourages this commission to become fully engaged in this 
issue and fundamentally examine how Virginia taxes its citizens and businesses to determine what 
changes are needed and necessary. 

The BPOL tax is a prime example of how an 18th century privilege tax has become a 20th century 
nightmare. Virginia's economy in the 21st century will be significantly different than that of the last 100 
years, and we must prepare ourselves to be competitive in a global economy. Many of the businesses 
located here do not have to be here� technology will allmv businesses to conduct business anywhere in 
the world from anywhere in the world. Virginia's system of taxation must, at the very least, do nothing 
to harm the Commonwealth's ability to attract and retain jobs. Over the past several months, Virginia 
has had the good fortune of being selected for several high-profile economic development projects. Yet 
two weeks ago, Fortune magazine released its survey of the best areas in which to do business in the 
United States, and Virginia was no where to be found. Our fortunes can change at any moment, and we 
must be prepared. 



Two years ago, the Chamber and the Fairfax County Board of Supervisors jointly commissioned a study 
by KPMG Peat Marwick of how our overall business tax burden compared to the regions of the country 
with whom we compete, such as Atlanta, San Jose, and Austin, Texas. The results indicated that the 
combined state and local tax burden makes Fairfax County noncompetitive with these other areas; we 
had the second highest tax burden behind Indianapolis, Indiana. The point of this exercise was not to 
lower taxes on businesses in Fairfax County. Instead, we wanted to determine what sources of taxation 
our competitors were using and how each tax impacts the economy. Perhaps by coincidence, Atlanta, 
San Jose and Austin did make the Fortune Magazine's list of the Top 20 places to do business in 
America. 

We believe that the combined impact of state and local taxes on the state economy is important 
information that this Commission must have before embarking on any reform of the tax system. In that 
regard, the Chamber encourages this Commission to commit to having an outside entity conduct a 
comprehensive review of how the Commonwealth's system of taxation, including local taxes, impacts its 
competitiveness relative to the states with whom we compete for jobs. Not just a look at the amount of 
taxes we pay, but a look at how those taxes are collected, i.e., what are we taxing? Such a study will help 
the Commonwealth determine what combination and methods of taxation will do the least harm to the 
state's economy while still meeting the needs of the state and local governments. Delegate Cranwell has 
for years discussed a local income tax. We presume this commission would want that to be part of this 
study. We do not believe changes to the Commonwealth's tax system should be made in a vacuum and 
without a study of the impacts of the changes on the economy. It has come to our attention that a number 
of states, including Pennsylvania and Maryland, are doing just this type of study so they can compete 
more effectively. 

Part of any plans to restructure taxes must adhere to the principles of equity and uniformity. Consistency 
in what local taxes are in place and how they are applied are very important to businesses looking to do 
business in Virginia. In that regard, no matter how the BPOL or other tax issues are resolved, this 
Commission and the General Assembly should avoid giving local governments a menu of new local 
option taxes from which to choose as part of any restructuring. As the population grows and 
jurisdictional boundaries blur, businesses will increasingly operate in multiple jurisdictions. Simply 
adding new taxes to existing ones does not get to the heart of the issue: competitiveness. Consistency in 
the number, type and enforcement of local government taxes is necessary to ensure easy compliance and 
accounting. 

The Fairfax County Chamber of Commerce looks forward to working with this commission to ensure 
Virginia remains a strong and viable place in which to live and do business. Thank you for your time 
and attention. 
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MR. CHAIRMAN. Thank you for allowing me to tell you my 
views as a small business owner and florist, regarding taxation 
policies at the local and State level. 

Dur shop is a member of the National Federation of 
Independent Businesses. I am a member of FTD's Board of 
Governors representing some 550 florist shop owners throughout 
the Commonwealth. Our FTD shopowners regard taxation based on 
gross reciepts as unfair, regressive, and unduly harsh especially 
on low-margin small businesses that may not be succeeding. 

We ask that this tax, ·known as the Business & Professional 
Organizations License <BPOL>, be phased out beginning in this 
coming year, and that during the phase-out period it should be 
applied uniformly throughout the Commonwealth to avoid unfair 
inducement of geographic dislocation seeking non-applicability. 

Mr. Chairman, you and other legislative representatives have 
the chance to make a difference for the Commonwealth's florists. 
We have two issues of direct concern to us: 

#1. We have asked you to prohibit out-of-state predators 
from setting up shell businesses to advertise as if their 
businesses were local, when in fact their locally-appearing phone 
ads are merely a guise for a long-distance connection that 
siphons money away from the truly local shops that pay 
Commonwealth sales taxes. We applaude your efforts, Mr. Chairman, 
for taking the lead in this effort to retain taxable sales for 
Commonwealth enterprise. 

#2. We seek a legislative change to an administrative 
ruling that is rather minor in the scope of revenues, but of 
considerable nuisance with our customers. It has to do with the 
taxation 0£ Wire Service fees. Florists who deliver flowers are 
not taxed on delivery fees, deemed to be fee for service and not 
product. But the Revenue Department has ruled that a Wire 
Service fee, applied when creating a Wire Order for a local 
customer, must be considered part of the product and not an 
anc :illiary service. The florist's custom is to separate this 
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wire fee (because it is apart £ram that which is passed along to 
the fulfilling florist) -- just as is done with delivery fees 
because they are applied apart from the value of the product. Yet 
one is taxed and the other is notl Customers question our 
inconsistency; we in turn question the inconsistent position of 
the Commonwealth. The tax revenue is scant (most Wire Service 
fees are less than $5) but the inconvenience and customer 
misunderstandings are great. We ask for a legislative reversal 
of taxation of this Wire Service fee. 

These two items of taxation policy, directly applicable to 
florists, pale in comparison to the onerous nature of the gross 
receipts "BPOL n tax, especially on top of all the other state and 
local taxes. Look at the taxes we pay: 

## We pay tax on our sales, even if we don't charge our 
customers separately for the tax. 

## We pay taxes on real estate, either as owners or as 
tenants subject to pass-through clauses in virtually all 
commercial leases. 

## We pay taxes on tangible assets -- usually in three 
ways, on our business autos, on ou� �isted assets, and on lease 
payments to those who have loaned us.money secured by the leased 
assets. I might add, these payments are based on values set by 
formula depreciation policies, originated by the taxcing 
authorities, not necessarily reflecting the real or booked asset 
values. 

## We pay a payroll tax, based on gross payroll that may 
include employees no longer working for us, for unemployment 
compensation. 

## We pay a separately-determined, usually higher 
"commercial rate" tax on the consumption of product from 
regulated utilities -- power, natural gas, telephone, etc. 

## We pay sales tax on all items consumed in our 
businesses. 

## We are a corporation, for protection of asset purposes, 
and we must therefore pay a separate franchise tax. 
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## We pay State income tax, sometimes twice if our business 
is incorporated and we haven't elected .the so-called Subchapter S 
provisions. 

## And we assist the Commonwealth in collecting income tax 
from those we employ -- and look out, for being as much as a 
half-hour late in making those payments invokes sti££ fines and 
penalties that o£ten can exceed the amount collected. 

On top of all this <and probably more that hasn't come to 
mind) -- regardless 0£ how much or little profit may be dropping 
to the bottom line -- we must pay a gross receipts tax. 

Traditionally, a flower shop operates on extremely thin 
margins. It's one of the £ew small businesses not requiring much 
capital to be tied up in inventory -- our inventory dies in four 
or five days! Any tax based on volume penalizes especially hard 
an undercapitalized business, easily transforming a perceived 
profit into a known loss. As you've heard, the tax applies 
whether or not the business makes enough money to pay it. 

Also, of direct relevance to florists, much of many 
florists' gross income is derived from the sale of wired-out 
orders. We pay sales tax on the total amount, but we act as a 
conduit for most of the money since it must be passed along to 
the fulfilling florist. To tax this "conduit" money twice, first 
with a sales tax and then again as part of the gross receipts 
tax, is unduly harsh and patently unfair. 

I acknowledge you face a problem in coming up with fairer 
alternative sources of revenue. As a former government official 
£rem years ago, I guess I join many Virginians in believing that 
one alternative is to reduce the number of local employees. 
However, more adept management with fewer people is seldom 
rewarded in local government service; the oiling of politically 
squeeking wheels is often deemed more important. 

At any rate, remove this patently unfair BPOL tax. Do so in 
an equitable manner, requiring that as it phases out, it must be 
applied equally. And do so, starting next year! 

Thank you for listening to me4 
questions. 

I'd be -happy to answer any 
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My name is Jennifer Woolbright. I am a manager in the State and Local Tax Practice in 
the Ernst & Young LLP Vienna, Virginia office. I want to thank the HJ 487 Commission 
for allowing me to speak today on behalf of the Virginia Public Affairs Council, a 
division of the Greater Washington Board of Trade. I want to take this opportunity to 
reaffirm the Board of Trade's commitment to the ultimate repeal of the Business, 
Professional and Occupational License (BPOL) tax. We believe that the BPOL tax is a 
regressive gross receipts tax that continues to drag on the economic growth potential in 
the Commonwealth of Virginia. 

As a practicing tax accountant that deals exclusively with state and local tax issues, 
including a great deal of BPOL tax related matters. I thought it would be helpful to you if 
I were to highlight some of the issues that we deal with in practice which demonstrate 
how the BPOL tax increases the compliance complexities for Virginia businesses and 
potentially harms their ability to be competitive with businesst!s located in adjacent 
jurisdictions. For these reasons, the ultimate repeal would eliminate this negative factor 
to a company's decision to do business in Virginia. 

It is our experience that the counties often apply the BPOL tax inconsistently. The 
sourcing of gross receipts is an issue we see repeatedly, especially for our clients who 
may have their headquarters in Virginia, or may simply have their accounting centers in 
the State. The counties want to tax these clients because they have a location here, 
however, the counties fail to take into account that oftentimes these locations do not 
generate any income for the taxpayer. The guidance for sourcing of receipts is lacking, 
and counties seem to apply their own methodology which often results in the taxpayer 
paying BPOL tax on receipts that were not generated in the counties. 

Another inconsistency relates to the definition of taxable receipts which can vary, 
sometimes significantly, between the different counties. For example, Arlington excludes 
certain receipts received by IRC § 501(c)(6) organizations from tax while Fairfax County 
has no similar exclusion. 

In addition to the frustrations caused by these inconsistencies, when our clients have 
issues or concerns related to the BPOL tax, they are often frustrated by the lack of an 
appeals process. Essentially, if a taxpayer's informal appeal to the counties is turned 
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down, the taxpayer's only recourse is to take the case to court. The counties need to 
provide aggrieved taxpayers with a consistent method to plead their cases. 

One of the most significant issues our clients face in regard to difficulties of the 

administration of the BPOL tax is that the county ordinances are out of date. Most of the 
categories have not been updated in recent years, and many do not adequately address 
emerging businesses and high technology companies that do not fit into the categories 

established twenty years ago. These outdated categories often lead to confusion over the 
proper rate at which companies should be taxed. 

Also, the current rate structures seem to be contrary to the development of new business 
in Virginia, especially Northern Virginia. While the business growth in Northern 
Virginia in the past decade has been substantially from high technology service 

companies, the rates for these types of industries are consistently among the highest. By 
placing the burden more heavily on the high technology service types of companies, the 
counties are hindering the State's ability to attract these taxpayers to Virginia. 

Another significant issue is the treatment of tiered partnerships. The State statute 

prohibits the counties from taxing receipts received from members of an affiliated 
corporate group, however, no similar exemption exists for partnerships. As a result, the 

same income can be subjected to BPOL tax multiple times as it flows up through the 
different levels of partnerships. Presumably, the State exemption for affiliated corporate 

receipts is to prevent double taxation. It is inconsistent not to provide a similar 

exemption for related partnerships. Multiple taxation of the gross receipts of these tiered 
partnerships deters real estate and investment management companies from locating in 
Virginia. 

We have also seen BPOL tax be an issue in a business's decision as to whether or not to 

locate or expand in Virginia. One of the most significant problem is faced by high 
technology companies and start up companies that may have high receipts but have very 
low net income, or in many cases, significant tax losses. The BPOL tax can cause cash 
flow problems for these companies that may not generate any profit for many years, yet 
are subject to the tax from the first day they have a location within Virginia. The fact that 
there is no �ap or limitation on the tax also presents a concern. While many businesses 
are willing to pay some amount for a license to do business in Virginia, the fact that this 
amount is unknown and unlimited is more than many companies are willing to bear. 
Growing companies with significant receipts and significant expenses can face an 
unmanageable BPOL tax bill each year. 

When our clients approach us about recommending a location to do business, we list the 
BPOL tax as an issue that the clients need to consider carefully, especially since 
Maryland has similar tax structure and rate but does not have an equivalent to the BPOL 
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tax. Although tax in general, and the BPOL tax specifically, is not always the 
determining factor in location or expansion decisions, we have seen taxpayers decide not 
to move their business to Virginia, or not to expand certain parts of their business here, 
because of the gross receipts tax. We have even seen taxpayers move all or a portion of 
their business out of Virginia because of the BPOL tax. 

In summary, in order to reduce the risk to Virginia businesses from the inconsistent 
application of the BPOL tax rules between counties, and to decrease the competitive 
impact that the BPOL tax has on a company's decision to locate or expand in Virginia, 
The Board of Trade would like to ask the Commission to recommend adopting the 
statewide uniform ordinance as an interim step both to reform and to bring consistency to 
the BPOL tax. Also, to reduce administration and to attract small and start up businesses, 
we ask the Commission to recommend changing the $100,000 threshold to a $ I 00,000 
exemption. Finally, the Board of Trade asks that the Commission recommend setting a 
date by which the BPOL tax would be repealed as a sign that the Commission recognizes 
that a gross receipts tax has no place in Virginia. The date should be set to occur 
anywhere from five to ten years in the future. 

Thank you for your time and consideration. 
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APPENDIX C 

1996 SESSION 

HOUSE BILL NO. 293 
Offered January 10, 1996 

,4 BILL ro amend and reenacr §§ 58.1-3700. 58.1-3701. 58.1-3703. 58.1-3706. 58.1-3708. and 
58. 1-3732 of rhe Code of Virginie: IO amend rhe Code of Virginia by adding sections numbered
58.1-3700.J and 58.1-3703.l: and w repeal §.9 58.)-3707 and 58.1-3725 of the Code of Virginia.
re/aring w the local business. professional. and occupational license tax.

P:mons-Bnckley. Albo, Almand. Armstrong, Bryant, Callahan, Cantor, Clement, Connally, Cooper, 
Crouch, Davies. Diamonstein. Dillard. Drake, Forbes, Grayson, Hall, Hamilton, Harris, Heilig, 
Ingram. Katzen. Keating, Kilgore. Marshall, McClure, McDonnell, Morgan, Nelms. Nixon, 
O'Brien. Parrish. Plum, Puller. Purkey, Putney, Rhodes, Scott, Shuler, Tata, Thomas, Van Yahres, 
Wagner. Wardrup. Watkins :ind Wilkins: Senators: Barry, Benedetti, Chichester. Colgan, Howell, 
Stosch and Waddell 

Referred to Committee on Finance 

Be it enacted by the General Assembly of Virginia: 
1. That §§ 58.1-3700. 58.1-3701. 58.1-3703, 58.1-3706, 58.1-3708, and 58.1-3732 of the Code of
Virginia are amended and reenacted and that the Code of Virginia is amended by adding
sections numbered 58.1-3700.1 and 58.1-3703.1 as follows:

§ 58.1-3700. License requirement; requiring evidence of payment of business license, business
personal property, meals and admissions taxes. 

Whenever a license is required by +aw ordinance adopted pursuant to this ch.apter and whenever 
the G0Acral .\ssefflbl)' focal governing body shall impose a license fee or levy a license tax on an, 
business. employment or profession. ir shall be unlawful to engage in such business, employment o 
profession without first obtaining the required license. The governing body of any county, city or 
town may require that no business license under this chapter shall be issued until the applicant has 
produced satisfactory evidence that all delinquent business license, personal property, meals, transient 
occupancy, severance and admissions taxes owed by the business to the county, city or town have 
been paid which have been properly assessed against the applicant by the county, city or town. 

Anv person who engages in a business without obtaining a required local license, or after being 
refused a license. shall not be relieved of the tax imposed by the ordinance. 

§ 58. I -3700. 1. Definitions.
For the purposes of this chapter and any local ordinances adopted pursuant to this chapcer. unless

orhenvise required b\· rhe context: 
"Affiliated group" means; 
J. One or more chains of includible corporations connected through stock ownership with a

common parent corporation which is an incfudible corporation 1f 
a. Stock possessing at least eighry percent of the voting power of ail classes of stock and a1 least

eighrv percent of each class of the nonvoting stock of each of the inciudible corporations. except the 
common parent corporation. is owned directly by one or more of the other inciudible corporations; 
and 

b, The common parenr corporarion direcrly ott•ns swck possessing at least eighty percent of the 
1·oring pon·er of all classes of srock and at least eighty percenr of each class of the nonvoting stock of 
at leasr one of the other inciudible corporations. As used in this subdivision, the term "stock" does 
nor include nonvoting srock ,i·hich is limited and preferred as to dividends; the term "includible 
corporation·· meam any corporation wirhin rhe affiliated group irrespective of the state or country of 
its incorporation: and ,he rerm .. receipts·· includes gross receipts and gross income. 

2. THo or more corporations 1f five or fewer persons who are individuals, estates or trusts own
�o- ,tock possessing: 
51 a. At least ei�hty percenr of ,he rota! combined voting power of all classes of stock enrirled to vote
-.,:,.. or at least eighn- percent of the rornl value of shares of ail classes of the stock of each corporation; 
53 and 
54 b. ,\;/ore ihan fifty percem of rhe row/ combined voting power of all classes of stock entitled lO
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\'Ole or more rhan fifty percem of the total rnlue of shares of all classes of stock of each corporation . 
raking inro account rhe srock mrnership of each rnch person only to rhe extent such s!Dck mrnershif) 
is idemica/ 1i ·ith respect to each such corporation. 

\Vhen one or more of rhe includible corporations. including the common parent corporarion is a 
nonsrock corporarion. !he term .. stock ·· as used in rhis subdivision shall refer ro the ,wnsrock 
corporation rnembership or membership voting rights. as is appropriate to the conrexc. 

· ·Assessmenr · · means a determination as to rhe proper rare of tax. the measure to 11.:hich rhe rax
rare is applied. and ultimately the amount of tax. including additional or omitted tax. that is due. An 
assessment shall include a written assessment made pursuam to notice by the assessing official or a 
self-assessment made by a taxpayer upon the filing of a return or othem·ise nor pursuant to notice. 
Assessments shall be deemed made by an assessing official when a \t.·ritten notice of assessment is 
defh·ered to the taxpayer by the assessing official or an employee of the assessing official. or mailed 
w the taxpayer ar his last kno ... vn address. Self-assessmems shall be deemed made -.dun a retllm is 
filed. or if no rernm · is required. \ .. ·hen the tax is paid. A return filed or tax paid before the last day
prescribed by ordinance jor rhe filing or payment thereof shall be deemed to be filed or paid on rhe 
iasr day specified jor the filing of a remm or rite payment of cax. as rhe case may be. 

·· Base year ·· means the calendar year preceding the license year, except for contractors mbject ro
the prol ·i.sions of .§ 58. I -3715 or unless the local ordinance provides for a different period for 
measuring 1he gross receipts of a business. such as for beginning businesses or ro allou: an oprion ro 
use rhe same fiscal year as for federal income tax purposes. 

··Business · ·  means a course of dealing \t·hich requires the time, attention and labor of the perso11
so engaged for the purpose of eaniing a livelihood or profit. Jr implies a continuous and regular 
course of dealillg, rather than an irregular or isolated transaction. A person may be engaged in more 
rlum one business. The following acts shall create a rebuttable presumption that a person is engaged 
in a business: ( iJ advertising or othenn·se holding oneself out to the public as being engaged in a 
pamcuiar business or f ii) filing ta.t rewms. schedules and documems thm are required only of 
persons engaged in a rrade or business. 

·· Definite place of business ·· means an office or a location at which occurs a regular and
comi11 Lt0L1s course of dealing for thirry consecutfre days or more. A definite place of business for a 
person engaged in business · may include a lo.cation leased or othenvise obtained from another person 
on a temporary or seasonal basis and real properr:i· leased to another. A person ·s residence shall be 
deemed w be a definire place of business if there is no definite place of business maimained 
efse \i·here and rhe person is not iicen.sabie as a peddler or itinerant merchant. 

·· Financial services · · means the buying, selling, handling. managing, im·esring. and pro\·iding of 
mh-ice regarding money. credir. securities. or other im·esrmems. 

.. Gross receipts ·· means rhe ivhole. emire. total receipts. wirhout deduction. 
"License . year "  means the calendar year for \i-/1ich a license is issued for the prfrilege of 

engaging in . business. 
·· Professional services ·· means serl'ices peiformed by architects. arromeys-at-lmi·. certified pttblic

accountmus. demists. engineers. ftmd surreyors, surgeons. \'eterinarians. and practirioners of rhe 
healing arrs f rhe ans and sciences dealing u·ith the pre\·ention. diagnosis. rreatmem and cure or 
a/le \ ·imion of human ph_nical or me ma! ailmems. co11dirio11s. diseases. pain or infirmities J and rnch 
occupwions. and no others. as rhe Deparrmem r�f Taxation may lisr in the BPOL guidelines 
pmmul emed pursuam 10 § 58. I -3701 .  The Deparrmem shall identify and lisr each occupwion or 
mcarion in H·hich a professed knmdedge of some deparrmem of 5c1ence or learning. gained hy u 
prolonged course of speciali:.ed instruction and muh is used in its pracrical applicatirm to the affairs 
of ochers. either advising, guiding. or ieaching them. and in serring rheir imeresrs or a·eifare iJ 1 rhe 
pracrice of an arr or science founded 01 1 ir. The �rord · ·profession .. implies attainmems in 
professional kno\dedge as distinguished from mere skill. and the application of knm\'Ledge ro uses for 
orhers ra ther rlum for personal profir . 

.. Purchases . . means all goods. \rnres and merchandise recei\·ed for safe at each definite plt1ce qf
business of a �i)wlesale merchant. The rerm shall t.dso include lhe cosr of manufacwre of ail f!.OOds. 
1rnres and merchandise manufactured by any �dwiesme merchant and sold or offered for sale. A 
1 i -/10/e.sale merchanr may elect to report the gross receipts from rhe sale l�f manufacwred goods.
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l wares and merchandise if it cannot determine the cost of manufacture or chooses not to disclose the 
2 cosr of manufacrure. 
3 "Real esrate services" means providing a service with respect to the purchase, sale. lease, remaL. 
4 or appraisal of real property. 
5 § 58.1-3701. Department to promulgate guidelines.
6 The Department of Taxation shall promulgate guidelines definiAg aHe eJtf)laining � ca�egeries
7 t+5tea ffi s1:1aseetisA A &f § 5g_ 1 3706 for the use of local governments in administering the taxes 
8 imposed under the authority of this chapter. In preparing such guidelines. the Department shall nor be 
9 subject to the provisions of the Administrative Process Act(§ 9-6.14:1 et seq.) ei � Ceaeef Virginia 

10 for guidelines promulgated on or before July I, 2001, but shall cooperate with and seek the counsel 
11 of local officials and interested groups and shaJl not promulgate such guidelines without first 
12 conducting a public hearing. Such guidelines shall be updated during the 1994 taxable year and 
13 available for distribution to local governments on July t 1995. Thereafter, the guidelines shall be 
14 updated triennially. After July l, 2001. the guidelines shall be subject to the Administrative Process 
15 Act and accorded the weight of a regulation under § 58.J .205. 
16 The Tax Commissioner shall have the authority to issue advisory written opinions in specific cases 
17 to interpret the provisions of this seetieR chapter and the guidelines issued pursuant to this 
18 SHesectioH section: however, the Tax Commissioner shall not be required to interpret any local 
19 ordinance. The guidelines and opinions issued pursuant to this section shall not be applicable as an 
20 interpretation of any other tax law. 
21 § 58.1-3703. Counties. cities and towns may impose local license taxes and fees; limitation of
22 authority. 
23 A. The governing body of any county, city or town may charge a fee for issuing a license in an
24 amount nor to exceed fifty dollars and may levy and provide for the assessment and collection of 
25 county, city or town license taxes on businesses, trades, professions, occupations and callings and 
26 upon the persons. firms and corporations engaged therein within the county. city or town subject tc 
27 the limitations provided in subsection B of this section. The ordinance imposing such license fees and 
28 levying such license taxes shall include the provisions of§ 58.1-3703.1. 
29 B. No county, city, or town shall impose a license fee or levy any license tax:
30 1. On any public service corporation except as provided in § 58.1-3731 or as permitted by other
31 provisions of law: 
32 2. For selling farm or domestic products or nursery products, ornamental or otherwise, or for the
33 planting of nursery products, as an incident to the saJe thereof, outside of the regular market houses 
34 and sheds of such county, city or town; provided, such products are grown or produced by the person 
35 offering such products for sale; 
36 3. Upon the privilege or right of printing or publishing any newspaper, magazine, newsletter or
37 other publication issued daily or regularly at average intervals not exceeding three months, provided 
38 the publication· s subscription sales are exempt from state sales tax. or for the privilege or right of 
39 operating or conducting any radio or television broadcasting station or service; 
40 4. On a manufacturer for the privilege of manufacturing and selling goods, wares and merchandise
41 at wholesale at the place of manufacture. Without limiting or restricting the meaning of the term 
42 ··manufacwring ·· as orhenvise provided by law, for purposes of this section." manufacruring and
43 selling" shaif include rhe design. development or other creation of computer software for lease. sale 
44 or license. and ··mam�facruring" shall include the assembly of materials or components to produce an 
45 imegrared sysrem or orher different product ; 
46 5. On a person �ngaged in the business of severing minerals from the earth for the privilege of
47 selling the severed mineral at wholesale at the place of severance. except as provided in §§ 58.1-3712 
48 and 58.1-3713; 
49 6. Upon a wholesaler for the privilege of selling goods. wares and merchandise to other persons
50 for resale unless such wholesaler has a definite place of business or store in such county, city or 
51 town. This subdivision shall not be construed as prohibiting any county. city or town from imposing r 
-,:,_ local license tax on a peddler at wholesale pursuant to § 58.1-3718: 
53 7. Upon any person. firm or corporation for engaging in the business of renting, as the owner of
54 such property, real property other than hotels, motels, motor lodges. auto courts. tourist courts. travel 
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trailer parks. lodging houses. rooming houses and boardinghouses: however. any county, city or town
imposing such a license tax on January 1. 1974, shall not be precluded from the levy of such tax by 
the provisions of this subdivision: 

8. Upon a wholesaler or retailer for the privilege of selling bicentennial medals on a nonprofit
basis for the benefit of the Virginia Independence Bicentennial Commission or any local bicentennial 
commission: 

9. On or measured by receipts for management. accounting, or administrative services provided on 
a group basis under a nonprofit cost-sharing agreement by a corporation which is an agricultural 
cooperative association under the provisions of Chapter 3. Article 2 ( § 13. l � 312 er seq.), Title 13. I. or 
a member or subsidiary or 3.ffiliated association thereof. to other members of the same group. This 
exemption shall not exempt any such corporation from such license or other tax measured by receipts 
from outside the group; 

l 0. On or measured by receipts or purchases by a corporation which is a member of an affiliated 
group of corporations from other members of the same affiliated group. This exclusion shall not 
exempt affiliated corporations from such license or other tax measured by receipts or purchases from 
outside the affiliated group. This exclusion also shall not preclude a locality from levying a wholesale 
merchant's license tax on an affiliated corporation on those sales by the affiliated corporation to a 
nonaffiliated person. company. or corporation. notwithstanding the fact chat the wholesale merchant's 
license tax would be based upon purchases from an affiliated corporation. Such tax shall be based on 
the purchase price of the goods sold to the nonaffiliated person. company. or corporation. As used in 
this subdivision the term '"sales by the affiliated corporation to a nonaffi]iated person. company or 
corporation., shall mean sales by the affiliated corporation to a nonaffiliated person. company or 
corporation where goods sold by the affiliated corporation or its agent are manufactured or stored in 
the Commonwealth prior to their delivery to the nonaffiliated person. company or corporation-: 

� fll::lFflSSes ef HHs cxel1::1sioR. the teRR "affiliates gr0Ht3·· fHeafi5, 

41-t GRe et= fflefe � et: incl1:-1diele ceF13eFacions eennecteEl thrnHg� � ewnersRip Wi#t a 
COfflfflOR � COFf)Sr-atiOA � +s i:rR iRclHaiele COFf)OFatiOR � 

rtt � possessiRg at � � f)@rceRr ef t-Re � � ef aU- e+a5-Se5 ef � aH4 af -least 
� perceRt e+ eaeft e+a55 e+ the ROH' 10ting � ef eaeit ef fl:te inelHElible EOFf)OFations. � the 
CDfflFROA � COFf)orarien. +s � eiireetly � eRe et= ffi9fe ef � � inelHdible COf130Fatiens: 
aM 

f-i# +ht: ceFRFROR � COFf)OFacioR directly &WHS � f)OSsessiRg � leasf � 13ereenr e.f fffe 
� � 9,f a-ti- � � � aflG at � � J3eF€eRt &f � EiaSS 9f � ROR1,·0�iRg � e+ 
af � 0Re ef ff:te ea=tef iACIHEiiele C0ffJOfatieRS. ,As � +ft lfi+S St:IBSi,·isieA, ate teffR .. Stoel, 

.. �
� iAcit:1de A0R' ·otiRg � � tS lifflited aHe pref:eA=eei as � ahdeRGS. +fle tefffi ·'iAelt:1eiele 
COFl30ratiOf, .. � � eo113oratioR � the affiliated � in=espeetive 0f t-Re � 9f COHRtry ef 
*5 iREOFf)eratieA: a'*1 the- � "'reeeipts" iRcluEies � Feeei13ts a-A&� iRceR=Je. 

t-8't +we tlf ffi0fe COFf39FatiORS +f � ef .fe.wef f:1CFS0RS -Wfte afe iReiivieh:1als. � 8f � � 
� possessiRg: 

H-t Ai +ei:tSf � pereeAt e.f � � COFRBiRed � � ef all e+a5-Se5 ef � CAEitled te 
� ef at � � pe re eAt Bf Hte � .v.a+t:1e e+ 5Rafe5 e,t: a+J. e+a55e5 e+ fl:te � e+ eaeh 
COFfJOFatioR. afTe 

f-H-1 Mere H=tafl � perceAt e+ ffie � ESITIBiAeEi � � e-f: aH � ef 5fe€* ZAtitled fe 
� ef fflefe fflttft f+*:f 13ereti!nt e+ the ffiffii. ¥altie &t= � et: aU � et= Ste€* � cae-t+ COft30racioR . 
� tm-e acCOl:JRt me� Ql1'Rti!fSF1ip 0-f eaeh SH€-R � � te � � � � OWAZF!ihip 
+5 ideRtieal � respect te ei:l€-h � COFfJeration. 

� ooe eF ffiere e-t= me iAch:1diele cof'l3oratioR�i. iRch:1diRg the cerf!FASR � coFf.!eration � a 
AORStock COFf:)OFation. � teffR ··swck'' a5 � fR, HltS s1:1edi1 ·isiOA 4att � te the AOR!iEOCk 
EOF}:leracioA meFRbersAip e-r men,berst=Jif) � � a5 � at3f3FOf3Fiace � � coRte.xc: 

I I. On any insurance company subject to taxation under Chapter 25 { § 58.1-2500 et seq.) of this 
title or on any agent of such company: 

12. On any bank or trust company subject to taxation in Chapter l 2 ( § 58.1-1200 �t seq .j of this
tttie: 

13. Upon a taxicab driver. if the locality has imposed a license tax upon the taxicab company for
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1 which the taxicab driver operates; 

5 

2 14. On any blind person operating a vending stand or other business enterprise under the
3 jurisdiction of the Department for the Visually Handicapped, or a nominee of the Department. as set 
4 forth in§ 63.1-164: 
5 l 5. (Expires July I. 1997) On any hospital, college, university, or other institution of learning not 
6 organized or conducted for pecuniary profit which by reason of its purposes or activities is exempt 
7 from income tax under the laws of the United States unless such tax was enacted by the local 
8 governing body prior to January 15, 199 l. The provisions of this subdivision shall expire on July I. 
9 1997: 

10 16. � � � whe tS al:ltRerized te eeleera£e the flleS et: maRiage iifi6ef §§ 20 23 aRa-
11 �O :25 aflf! aHy- � � +s a1:1ti=lorized te soleFRfl:ize a marriage � § 20 �a proviaed � � 
12 � reeei13cs tetat He ffiefe t-kafT � eF 
13 17. On an accredited religious practitioner in the practice of the religious tenets of any church or
14 religious denomination. ··Accredited religious practitioner" shall be defined as one who is engaged 
15 solely in praying for others upon accreditation by such church or religious denomination; 
16 18. ( a) On or measured by receipts of a charitable nonprofit organi;:.ation except to the extent the
17 organi::.ation has receipts from any trade or business the conduct of which is not substantially related 
18 to the exercise or performance of its charitable. educational. or other purpose or Junction constituting 
19 the basis for irs exemption. When determining whether a trade or business is substantially related to 
20 the exempt purpose of a nonprofit organization. the determination shall be based solely on the 
21 relationship of the b1tsiness activities to the exempt purpose. The fact that profits derived from the 
22 trade or business may be used for an exempt purpose shall not be considered. For the purpose of this 
23 subdivision. "charitable nonprofit organization,. means an organization which is described in Internal 
24 Revenue Code § 501( c)( 3) and to which contributions are deductible by the contributor under Internal 
25 Revenue Code § I 70. except that educational institutions shall be limited to schools, colleges and 
26 other similar instiwtions of learning. 
27 ( b) On or measured by gifts, conrribucions. and membership dues of a nonprofit organi::.acion.
28 Activities conducred for consideration which are similar to activities conducted for consideration by 
29 for-profit businesses shall be presumed to be activities that are part of a licensable business. For che 
30 purpose of this subdivision, ''nonprofit organization" means an organization exempt from federal 
31 income rax under Internal Revenue Code § 501 ocher than charitable nonprofit organizations; or 
32 / 9. On any venture capiral fimd which means a debt or equity investment fund providing capital 
33 to a business enrerprise at any stage of its development prior to any public offering of stock. 
34 § 58. I -3703. I. Uniform ordinance provisions.
35 A. Every ordinance levying a license tax pursuant to chis chapter shall include provisions
36 subsramially similar to this subsection. As they apply to license taxes. the provisions required by this 
3�, I L section shall override any limitarions or requiremenrs in Chapter 39 (§ 58.1-3900 et seq.) oft zis tit e 
38 to rhe extent thc.t they are in conJ7ict. 
39 /. License requirement. 
40 Every person shall apply for a license for each business or profession when engaging in a 
41 business in this jurisdiction if ( i) the person has a definite place of business in this jurisdiction; (ii) 
42 there is no definiTe place of business anywhere and the person resides in this jurisdiction: or ( iii) 
43 rhere is no de;'inite place of business in this jurisdiction but the person operates amusement machines 
44 or is cfass(fied as an itinerant merchant. peddler. carnival. circus. contractor subject to § 58.1-3715. 
45 or public sen-ice corporation. A separate license shall be required for each definire place of business 
46 and for each business. A person engaged in two or more businesses or professions carried on ar· rhe 
47 same place of business may elect w obtain one license for all such businesses and professions if all 
48 of rhe following criteria are smisfied: r i) each business or profession is licensable at the location and 
49 has satisfied any requiremems imposed by state law or other provisions of the ordinances of rhis 
50 jurisdicrion: r ii J all of rhe businesses or professions are subject to rhe same tax rate. or, if subject to 
51 different rax rates. rhe licensee agrees to be taxed on all businesses and professions at the highest 
52 rare: and !iii) rhe taxpayer agrees to supply such information as the assessor may require concerning 
53 rhe nature of the several businesses and iheir gross receiprs. 
54 2. Due dares and penalties:
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a. Each person subject to a license rax. shall apply for a license prior to beginning business if he
\\"QS not licensable in rhis jurisdiction on or before January 1 of the license _rear. or 110 farer than 
.\larch 1 oj rhe license year if he had been issued a license for the preceding year. The application 
shall be on forms prescribed by rhe assessing official. 

b. The tax shall be paid \i·irh The application in the case of any license 1101 based on gross
receipts. If the rax is measured by the gross receipts of the business. the tax shall be paid on or 
before March J or later date. including installment paymelll dares. or thirty or more days after 
beginning business. at the locality ·s option. 

c. The assessing official may grant an extension of time in which to file an application for a
license. for reasonable cause. The exremion may be conditioned Ltpon the timely payment of a 
reasonable estimate of the appropriate tax: the tax is then subject to adjustment to rhe correct tax at 
the end of the extension. together with imerest from the due date until the date paid and, ,f rhe 
estimate submitted u:ith the extension is found to be unreasonable under the circumstances. �dth a 
penalty of ten percent of the portion paid after the due date. 

d. A penal(')· of ten percenr of the tax may be imposed upon the failure to file an application or
the failure to pay The tax by the appropriate due date. Onf.v the late filing penalty shall be imposed
by the assessing of.rzcial �f both d1e application and payment are late; ho-.\/ever, both penalries may be 
assessed if the assessing official determines that the taxpayer has a history of noncompliance. in the 
case of an assessmem of additional tax made by the assessing official, if the application and. if 
applicable. the return were made in good faith and the understatement of the tax was not due to any 
fraud. reckless or intentional disregard of the law by the taxpayer, there shall be no fare payment 
penalty assessed \rith the addirional tax. If any assessment of rax by the assessing official is not paid 
u·ithin thirry days. rhe rreasurer or other collecting official may impose a ten percent late payment 
penalty. If the failure ro file or pay was nor the fault of the taxpayer, the penalties shall not be 
imposed. or if imposed. shall be abated by the official who as_sessed them. In order to demonstrare 
lack. of fauir. the raxpayer musr shon· that he acted responsibly and that the failure was due to events 
beyond his control. 

··Acted responsibly.. means rhar: ( i j the taxpayer exercised the level of reasonable care that a
prudent person \\·ould exercise under the circumscances in derermining the filing obligations for the 
business and iii) the taxpayer undertook significant steps ro a\.'oid or mitigate the failure, such as 
requesring appropriate exrensions I where applicable). attempting to prevent a foreseeable impediment, 
acting to remo\·e an impediment once it occurred. and promptly rectifying a failure once the 
impediment \\·as remoi·ed or the failure discovered. 

"Ei·enrs beyond the taxpayer·s control" include. but are not limited ro, the unavailabiliry of 
records due to fire or other casualty; the una,·oidable absence ( e.g .. due to dearh or serious illness) 
of rhe person \i·irh rhe sole responsibilit')· for tax compliance; or the raxpayer ·s reasonable reliance in 
good faith. upon erroneous written information from the assessing official. who l,·as a,.mre of rhe 
relernm facts relating to The taxpayer's business li·hen he provided the erroneous injormation. 

e. inreresr shall be charged on the fare pa�:ment oj the tax from the due date umil the date paid
\L·ithout regard to fault or other reason for the late payment. Whene,:er an assessment of additional or 
umirted wx by rhe assessing official is found to be erroneous. all imerest and penal0· charged and 
collecred 011 rhe amount of the assessmem found ro be erroneous shall be refimded toge1her \\·ith 
inreresT on rhe refund from the dme of paymem or the du.e dare. whiche,·er is farer. Interest shall he 
paid on the refund of any BPOL ta.r from the date of paymem or due dare. u-/1iche\·er is later . 
\d1e1her attributable to an amended return or other reason. !merest on any refund shall be paid ar 
;he same rare charf?ed under � 58. /-3916 . 

No interest shall accrue on an adjustmem of estimated rax liability to actual liability at the 
conclusion of a base year. No interest shall be paid on a refund or charged 011 a late paymem. 
prodded the refund or rite late paymenr is made not more than thirty days from the dare of rhe 
pa�-menr ilwr created rhe rejimd or rhe due dare of the rax. u-/1ichei·er is later. 

3. Sirm oj gross receipts .
a. General rule. Whenever ihe rax imposed by rhis ordinance is measured by �ro.H receipts. the

gross receiprs included in The mxable measure shall be only those gross receipts cmributed ro the 
exercise of a licensable privilege ar a definite place of business \drhin rhis jurisdicrion. in rhe case of 
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1 activiries conducted outside of a definite place of business, such as during a vzsu to a customer 
2 location, the gross receipts shall be attributed to the definite place of business from which such 
3 activities are initiated, directed. or controlled. The situs of gross receipts for different classifications 
4 of business shall be attributed ro one or more definite places of business or ojfices as follows: 
5 ( 1) The gross receipts of a comractor shall be attributed to the definite place of business at which
6 his services are performed, or if his services are nor performed at any definite place of business. then 
7 rhe definire place of business from which his services are directed or controlled, unless the contractor 
8 is subject to the provisions of§ 58.1 ¥3715; 
9 (2) The gross receipts of a retailer or wholesaler shall be attributed to the definite place of

10 business at which sales solicitation activities occur, or if sales solicitation activities do not occur at 
11 an_v definite place of business, then rhe definite place of business from which sales solicitation 
12 activities are directed or controlled; however, a wholesaler subject to a license tax measured by 
13 purchases shall determine the situs of its purchases by the definite place of business at which or from 
14 which deliveries of the purcfuised goods. wares and merchandise are made to customers. A ny 
15 wholesaler who is subject co license rax in two or more locaiiries and who is subject to multiple 
16 taxation because the localities use different measures. may apply to the Depanment of Taxation for a 
17 determination as to the proper measure of purchases and gross receipts subject to license tax in each 
18 Locality; 
19 (3) The gross receipts of a business renting tangible personal propeny shall be attributed to the
20 definite place of business from which the tangible personal property is rented or, if the propeny is 
21 nor rented from any definite place of business, then to the definite place of business at which the 
22 rental of such property is managed; and 
23 (4) The gross receipts from the performance of services shall be attributed to the definite place of
24 business at which the services are performed or, if not performed at any definite place of business, 
25 then to the definite place of business from which the services are directed or controlled. 
26 b. Apportionment. If the licensee has more than one definite place of business and it is impractical
27 or impossible w determine to \.t,·hich definite place of business gross receipts should be attributed 
28 under the general rule, the gross receipts of the business shall. be apponioned between the definite 
29 places of businesses on the basis of payroll. Gross receipts shall not be apponioned to a definite 
30 place of business unless some activities under the applicable general rule occurred at, or were 
31 controlled fron1. such definite place of business. Gross receipts attributable to a definite place of 
32 business in another jurisdiction shall not be attributed to this jurisdiction solely because the other 
33 jurisdicrion does not impose a tax on the gross receipts attributable to the definite place of business 
34 in such other jurisdiction. 
35 c. Agreemems. The assessor may enter into agreements with any other political subdivision of
36 Virginia concerning the manner in which gross receipts shall be apponioned among definite places of 
37 business. However. the sum of the gross receipts apportioned by the agreement shall not exceed the 
38 to1al gross receipts artributable to ail of the definite places of business affected by the agreement. 
39 Upon being notified by a taxpayer that its method of attributing gross receipts is fundamentally 
40 inconsistent with rhe method of one or more political subdivisions in which the taxpayer is licensed to 
41 engage in business and rhat the difference has. or is likely to, result in taxes on more than 1009c of 
42 ils gross receipts from all locations in rhe affected jurisdictions, the assessor shall make a good faith 
43 efforr to reach an apportionment agreemem with the other political subdivisions involved. If an 
.44 agreement cannot be reached, either the assessor or taxpayer may seek an advisory opinion from the 
45 Deparrmem of Taxarion pursuanr tO § 58.1-3701: notice of the request shall be given w the other 
46 parry. Non.:ithsranding rhe provisions of § 58. 1-3993, when a taxpayer has demonstrated to a coun 
47 rhar nro or more poiirical subdivisions of Virginia have assessed taxes on gross receipts that ma_v 
48 create a double assessmem 'fl·irhin the meaning of § 58.1-3986, the court shall enter such orders 
4·9 pending resolution of the litigation as may be necessary to ensure that the taxpayer is not required to 
50 pay multiple assessments even Though ir is not then known which assessment is correct and which is 
51 erroneous. 
52 4. Limaarions and extensions.
53 a. Where. before the expiration of the time prescribed for the assessment of any license tax
54 imposed pursuant ro this ordinance. both the assessing official and the taxpayer have consented in 
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1 wrmng to its assessment c.rfrer such time. the tax may be assessed ar any time prior to ;he expiration 
2 of the period agreed upon. Tire period so agreed upon may be extended by suhsequem agreements in 
3 H-riting made before the r::;:piration of rhe period prei·iously agreed upon.
4 b. Nor11:irlmanding § 58. I -3903. the assessing official shall assess the local license rax umirted
5 because of fraud or failure TO apply for a license for the cu.rrem license year and rhe six preceding 
6 license years. 
1 c. The period for collecring any local license tax shall nor expire prior ro a dare nm years after
8 the date of the assessmem. Mo years after the final determination of an adminisrratii·e appeal 
9 pursuant to .§ 58. J -3980. or zwo years after the final decision in a court application pursuant to § 

10 58.1-3984 or :iimilar /an·. i�'hichever is later. 
11 5. Appeals and rulings. For purposes of this subdivision and subdivision 6 of this section. ··focal
12 business tax" means any one or more of the following: ( i) business. projessional and occupational 
13 license tax. f iii machinery and tools tax. I iii) business tangible personal property rax. and (iv) 
14 mere/ram ·s capiral tax. 
15 a. Any person assessed :,·ith a local business tax as a result of an audit may apply 1i·ithin ninety
16 days from the dare uf such assessment to rhe assessor for a correction of rhe assessment. The 
11 application must be jifed in good faith and st�fficientfy identify the taxpayer. audit period. remedy 
18 sought. each alleged error in the assessmerzt. the grounds upon which the taxpayer relies. and any 
19 01her facts relernm to the raxpayer's contention. The assessor may hold a conference with the 
20 raxpayer if re,1llesred by the :axpayer. or require .submission of additional information and documems . 
.:?1 a Jimher audi:. or otlra �\·idence deemed necessary for a proper and equitable determination of the 
22 application. The assessmenT .)·ha{/ be deemed prima facie correct. The assessor shall undenake a full 
23 review of the taxpaya·s claims and issue a determinarimz to the taxpayer setting forrh its position. 
24 Every assessmelll pursuam TO an audit shall be accompanied by a u:ritten explanation of the 
15 Taxpayer ·s rig hr ro seek correcrion and the specific procedure to be followed in the jurisdiction ( e.g .. 
26 rhe :,ame and address ro irhich an application should be directed). 
11 b. Pro�·icied a timely and complete application is made. collection acti·vity shall be suspended until
.28 a Jina/ determination is issu�d b\' rhe assessor, unless the assessor determines rhat col!ectio11 H:ould 
.29 be ;eopardi:.ed by delay or rhat the !a.rpayer has nor responded ro a requesr for relevant information 
30 after a reasonable time. /merest shall accrue in accordance with the provisions of mbdivision 2e of 
31 rhis suhsecrion. bw no further penalty shall be imposed while collection action is mspended. The term 
32 ''jeopardi:.ed by delay·· includes a finding that the application is frivolous. or rhat a taxpayer desires 
33 w r ii di!pan quickly ji-nm rhe !ocafiry. f ii) remove his property therefrom. ( iiij conceal himself or his 
34 properr;.· therein. or ! ii· 1 do l111_\' other acl tending ro prejudice. or to render �dwlly or parrially 
35 ineffecwal. proceedin�s ro coilecl the rax for the period in question. 
�6 I o,/ c. Any person assessed \\·irh a focal business rax as a result of an audit may apply 1�·i11in ninety
31 days of rhl! derermination by rhe assessing official on an application pursuant to subdivision 5a to the 
38 Tax Commission.er for a correcrion of such assessment. The Tax Commissioner shall issue a 
39 derermi11atio11 ro rhe raxpaya ii·ithin niner;.� days of receipr of the taxpayer's application. unless the 
.io raxpayer and the assessing u_tficial are notified thar a longer period will be required. The applicarion 
�l shall he rreated as an application pursua11t ro § 5R.l-182/ . and rhe Tax Commissioner may issue an 
-l2 order correcting such assessmt'11t pursuam ro .� 58.1-182-:.. Follmi·ing such cm order. either the 
,.i3 !a.rpayer or rhe asses.sin� (�rjiciai may appf r to the appropriare circuit coLtrr pursuam ro .� 5X. I -398.J..
�4 HoH·e\·er. the !mrde11 shail he ,m rhe parry making rhe appiication ro slwH· rhm rhe rulin<.? rl rhe Tax 
..is Commissioner is ermnt:1011s . .\"t!rrher rhe Tax Commissioner nor the Deparrmem of Ta.ration shall ht: 
�6 made a parry w w1 £1ppiicano11 to correcr an assessmem merely because rhe Tax Commissioner has 
�1 ruled on ir . 
.JS d. On reaipt of a nmice (f intent to Jilt: an appeal to the Tax Commissio11(:'r under suhdi\·ision 5c.
-'9 rhe assessing official shall _rimher suspend collection actin.ty umil a final deramination is issued hy 
-.:;o the Tax Commissioner. unless rhe assessor determines that collection H'0tdd he jeopardi�ec! hy delay 
51 or that rhe taxpayer has nor responded ro a request for rele�·anr infnnnarion utrer a reasonable rime. 

'! /merest shall accrue in accordance with rhe pm\·isions qf suhdii·ision 21! of rhis subsec:ion. bw no 
�3 further penalty shall be imposed �rhile collection acrion is suspended. The rerm ··;eopardi::.ed b\' 
54 delay" shall have rhe sarne meaning as set forth in suhdivision 5h ahm·e. 
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1 e. Any taxpayer may request a '.1:ritten ruling regarding the application of a local business tax to a
specific siw.ario11 from the assessor. Any person requesting su.ch u ruling must provide all the relei•anr 

3 facts for the situation and may present a rationale for the basis of an interpretation of the law mosr 
4 favorable to the taxpayer. Any misrepresemation or change in the applicable law or the factual 

situation as presented in the ruling request shall invalidate any such ruling issued. A. written ruling 
may be revoked or amended prospectively if (i) there is a change in rhe law, a coun decision. or rhe 
guidelines issued by the Department of Taxation upon which the ruling was based or (ii) the assessor 
notifies the taxpayer of a change in the policy or interpretation upon which the ruling was based. 
However, any person who acts on a written ruling which later becomes invalid shall be deemed to 
have acted in good faith during the period in which such ruling was in effect. 
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6. Recordkeeping and audirs.
Every puson who is assessable with a local business tax shall keep sufficient records to enable

the assessor to verify the correctness of the tax paid for the License years assessable and to enable 
rhe assessor to ascertain what is the correct amount of tax that was assessable for each of those 
years. All such records. books of accoums and other information shall be open to inspection and 
examination by the assessor in order to allow the assessor to establish whether a particular receipt is 
directly attributable to the taxable privilege exercised within this jurisdiction. The assessor shall 
provide the taxpa_ver with the option to conduct the audit in the taxpayer's local business office, if the 
records are maintained there. In the event the records are maintained outside this jurisdiction. copies 
of the appropriate books and records shall be sent to the assessor's office upon demand. 

B. Transitional provisions.
I. A localiry which changes its license year from a fiscal year to a calendar year and adopts

March l as rhe due date for license applications shall not be required to prorate any license rax w 
reflect a license year of less than rwelve months, whether the tax is a flat amount or measured by 
gross receipts. provided that no change is made in the taxable year for measuring gross receipts. 

2. The provisions of this secrion relating to penalties, interest, and administrative and judicial
review of an assessment shall be applicable to assessments made on and after January l, 1997, even 
if for an earlier license year. The provisions relating to agreements extending the period for assessing 
tax shall be effective for agreements entered into 011 and after July 'J, /996. The provisions pennitting 
an assessment of license tax for up to six preceding years in certain circumstances shall not be 
construed to permit the assessmem of tax for a license year beginning before January I, 1997. 

3. Every locality shall adopt a March 1 due date for applications no later than the 2001 license
year. 

§ 58.1-3706. Limitation on rate of license taxes.
A. Except as specifically provided in this section. no local license tax imposed pursuant to the

provisions of this chapter. except§§ 58.l-3il2. 58.1-3712.1 and 58.1-3713. or any other provision of 
this title or any charter, shall be � .iRitft � � et= imposed on any person whose gross 
receipts from a licensable business. profession or occupation are $100,000 or less annually. Any 
business wich gross receipts of more than $100.000. shall be subject ro the tax at the rate set fonh 
below for the class of enterprise listed: wAici=lever i-s �: 

l. For contracting. and persons constructing for their own account for sale. sixteen cents per SI 00
of gross receipts: 

2. For retail sales. twenty cents per 5100 of gross receipts:
3. For financial. real estate and professional services, fifty-eight cents per S 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 $100 of gross receipts. 

The rate limitations prescribed in this section shall not be applicable to license taxes on ( i)
wholesalers. which shall be governed by § 58.1-3716; (ii) public service companies. which shall be 
governed by § 58.1-373 L (iii) carnivals. circuses and speedways. which shall be governed by §
58.1-37:28; (iv) fonune-tellers. which shall be governed by § 58.1-37:?.6; (v) massage parlors: (vi)

itinerant merchants or peddlers. which shall be governed by §58.1-3717: (vii) permanent coliseums. 
arenas. or auditoriums having a maximum capacity in excess of l 0.000 persons and open to the 
public. which shall be governed by § 58. I-3729: (viii) savings and loan associations and credit 
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unions. which shall be governed by § 58.1-3730; (ix) photographers. which shal1 be governed by 
§ 58.1 ·3i:!7: and (x) direct s�llers. which shal1 be governed by § 58.1 ·3719. l .

8. Any county, city or town which had. on January 1. l 973. a license tax rate. for any of the
categories lisred in subsecrion A, higher than the maximum prescribed in subsection A may maintain 
a higher rate in such category. but no higher than the rate applicable on January J, 1978. subject co

the following conditions: 
l. A localitv mav not increase a rate on anv cate2orv which is at or above the maximum

prescribed for s�ch c�te�orv in subsection A. 
· .... · 

1. If a locJ.lity incre-as;s the rate on a category which is below the maximum. it shall apply all
· revenue generated by such increase to reduce the rate on a category or categories which are above
such maximum.

3. ...\. locality shall lower rates on categories which are above the maximums prescribed in
subsection A for any tax year after 1982 if it receives more revenue in tax year I 981, or any tax year
thereafter. than the revenue base for such vear. The re,·enue base for tax vear 1981 shall be the
Jmount of re\'enue received from all categori�s in tax year I 980. plus one·third of the amount. if any.
by which such revenue received in tax year 1981 exceeds the revenue received for tax year 1980. The
revenue base for each tax year after 1981 shall be the revenue base of the preceding tax year plus
one·third of the increase in the revenues of the subsequent tax year over the revenue base of the
preceding tax year. If in any tax year the amount of revenues received from al1 categories exceeds the
revenue base for such year. the rates shall be adjusted as follows: The revenues of those categories
with rates at or below the maximum shall be subtracted from the revenue base for such year. The
resultin2 amount shall be allocated to the care2orv or c;:ite1:wries with rates above the maximum in a
manner-determined by the locality, and divid;d by the g;oss receipts of such category for the tax
year. The resulting rate or rates shall be applicable to such category or categories for the second tax
year fol lowing the year whose revenue was used to make the calculation.

C. A.ny person engaged in the short-term rental business as defined in § 58.1-3510 shall be
classified in the category of retail sales for license tax rate purposes.

D. I. Any person, firm. or corporation designated as the principaJ or prime contractor rece1vmg
identifiable federal appropriations for research and development services as defined in § 3 J.205-18 {a)
of the Federal Acquisition Regulation in the areas of (i) computer and electronic systems. (ii)
computer software. (iii) applied sciences, (iv) economic and social sciences. and (v) electronic and
physicaJ sciences shall be subject to a license tax rate not to exceed three cents per S 100 of such
federal funds received in payment of such contracts upon documentation provided by such person.
firm or corporation to rhe local commissioner of revenue or finance officer confirming the
applicability of this subsection.

2 .. ..\ny gross receipts properly reponed to a Virginia locality. classified for license tax purposes by
that locality in accordance with subdivision I of this subsection. and on which a license tax is due
and paid. or which gross receipts defined by subdivision l of this subsection are properly reported to
but exempted by a Virginia locality from taxation. shall not be subject to local license taxation by any
other locality in the Commonwealth.

3. �otwithstanding the provisions of subsection D 1 above. in any county operating under the
county manager plan of government. the following shall go\·ern the taxation of the licensees describcd
in subsection D I. Persons. firms. or corporations designated as the princ1pal or prime contractors
receiving identifiable federal appropriations for research and dcvelopmem \ervices as defined in
� 3 \.205-18 ( a) of the Ft!deral Acquisition Regulation in the areas of ( i) .:omputer and electronic
systems. iii) computer ')Oftware. (iii) applied sc1ences. iiY) economic and social sciences. and (v\
electronic and physical sciences may be separately classified by any such county and subject to Lax at
a license tax rate not to exceed the limits set forth in subsections A throu£!:h C above as to such
federal funds received in payment of such contracts upon documentation pr�vided by such per<.;ons.
firms. or corporations to the local commissioner of revenue or finance officer confirming the
applicability of this 5ubsection.

� 58. !-3"i"08. Situs for local liceuse taxation of businesses. professioons. occupat10ns. etc. 
. ..\. Except as otherwise provided by law and �xcept as co public service corporations. the sirus for 

the local license taxation for :my licensabie business. profession. trade. occupation or calling. shall be 
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1 the county, city or town (hereinafter called "locality"�) in which the person so engaged has a definite 
2 place of business &f maiRtaiRs l,+s. &ffiee. If any such person has a definite place of business 9f 
3 fflaiRcaiRs aH- e#iee in any other locality, then such other locality may impose a license tax on him, 
4 provided such other locality is otherwise authorized to impose a local license tax with respect thereto. 
5 B. Where a local license tax imposed by any 500ft efflef locality is measured by volume. the
6 volume on which the tax may be computed shall be the volume attributable to alldefinite places of 
7 business of the business, profession. trade, occupation or calling in such efftef locality. All volume 
8 attributable to any definite places of business of the business, profession, trade, occupation or calling 
9 in any � other locality � � a � lieeAse � tl:iereaH shall be deductible from the base in 

10 computing any local license tax measured by volume imposed on him by the locality in which the 
11 first-mentioned definite place et= e#iee is located. 
12 C. #" � � � ftas He aefiRite � ef: 8l:lSiRess 8f effi€.e � � CaRuHeR·vealth. �
13 � � tke leeat IiceRse taKatioA ef sooa a � SRal+ ae eaea leealit�r ffi' -wlHE,h Ile eagages ffi' 51:teft 
14 b1:-1siRess. tf.aee.; eee1:1pati0H eF ealliRg, w+ffl respeet te � +s eese ta eae-a 5tiEfl leeality. 
15 ** The word "volume," as used in this section. means gross receipts. sales. purchases. or other 
16 base for measuring a license tax which is related to the amount of business done. 
17 f:.:D. This section shall not be construed as prohibiting any locality from requiring a separate 
18 license for each definite place of business 8f eaeil effiee located in such locality. 
19 � Whet:e a leeal lieeRse � et= � �offieR thei:eef. -is ffieasl:lr-ee 8tDef ffh1ft � 13ahnHe. the � 
20 et= � 13ortieR. � � ee eaFR19l:Ueei fef eaeh Ieeality as 4 t-he � easiRess .weR aeee �

21 � locaJity aM- Hle aR=tel:lRt � dete�iHeei � ae R=tl:llfrpliee. � a fFaetieR, � RHfflefater &i � 
22 +s Hle 1 ·ol1:-1FRe e,t: 01:1siRess Elefte. -tH � locality aaEl tne aeaeFHiRater ei wateft is tae velame ei 
23 b1:1siRcss � 4-ft ffitS Cemffieswealtl:l. 
24 § 58.1-3732. Exclusions and deductions from "gross receipts."
25 A. Gross receipts for license tax purposes shall not include any amount not derived from the
26 exercise of the licensed privilege to engage in a business or profession in the ordinary course of 
27 business. 
28 The following irems are excluded: 
29 /. Amounts received and paid to the United States� the Commonwealth or any county, city or 
30 town for the Virginia retail sales or use tax, for any local sales tax or any local excise tax on 
31 cigarettes. for any federal or state excise taxes on motor fuels ; e,: �-
32 2. Any amowll representing the liquidation of a debt or conversion of another asset to the extent
33 thal the amount is attributable to a transaction previously taxed ( e.g.. the factoring of accounts 
34 receivable created by sales which have been included in taxable receipts even though the creation of 
35 such deb£ and factoring are a regular pan of its business). 
36 3. Any amount representing returns and allowances granted by the business to its customer.
37 -/.. Receipts \·,:hich are the proceeds of a loan transaction in which the licensee is the obligor.
38 5. Receipts representing the return of principal of a loan transaction in which the Licensee is the
39 creditor. or £he return of principal or basis upon the safe of a capital asset. 
40 6. Rebates and discounts taken or received on account of purchases by the licensee. A rebate or
..i 1 mher incemii'e offered lO induce rhe recipient to purchase cenain goods or services from a person 
-'2 orher Than rhe offeror. and which the recipient assigns to the licensee in consideration of the sale 
-13 goods and sen·ices shall not be considered a rebate or discoum to the licensee, but shall be included 
-14 in the licensee ·s gross receipts together a:ith any handling or other fees related lO £he incentive. 
45 7. Withdra\\·als from inventory for \ .. ·hich no consideration is received and the occasional sale or
46 exchange of assets other than inventory ,.,�herher or 1101 a gain or loss is recogni:.ed for federal 
-l7 income tax purposes . 
.is 8. lnvestmem income not directly related to £he privilege exercised by a licensable business nor
-'9 classified as rendering financial services. This exclusion shall apply to interest on bank accounts of 
50 rhe business. and w interest. dividends and other income derived from rhe investment of its aw11 fui1ds 
51 in securities and other rypes of investments unrelated w the licensed privilege. This exclusion shall 
52 not apply to imeres1. /ale fees and similar income anributable lO an installment sale or ocher 
53 rransacrion rhar occurred in the regular course of business. 
54 8. The fol/oH·ing shall be deducted from gross receipl5 or gross purchases thac would Olhenrise be
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1 raxab�e: 
2 I. Any amount paid for computer hardware and software that are sold to a united States federal or
3 "1ate government entity provided that such propeny was purchased within two years 0t the \ale to 
4 :-;aid entity by the original purchaser who shall have been contractually obligated ar the time of 
5 purchase to resell such property to a state or federal government enriry. This exclt.1sion deduction shall 
6 nor occur until the time of resale and shall apply to only the original cost of the propeny and not co 
7 its resale price. and the a.,;cleisioA ded11crio11 shall not apply to any of the tangible personal propeny 
8 which was the subject of the original resale contract if it is not resold to a state or federal 
9 government entity in accordance with the original contract obligation. 

10 2. Any receipts attribmab/e ro activities conduc:ed in another srare or foreign counrry in 1d1ich the 
11 taxpayer is liable for an income or other tax based upon income. 
12 2. That. effective January 1, 1997, §§ 58.1-3707 and 58.1-3725 of the Code of Virginia are
13 repealed. 
14 3. That the transitional provisions of § 58.1-3703.I B shall be effective as stated in such
15 subsection. 
16 .i. That the remaining provisions of this act shall be effective for license years beginning on and 
17 after January 1, 1997, but any provision, except the imposition of a license fee pursuant to 
18 § SS.1-3703, may, at the locality:s election, be adopted and applied to an earlier license year.
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APPENDIXD 

1996 SESSION 

HOUSE JOINT RESOLUTION NO. 108 
Offered January 22, 1996 

Continuing the Commission on State and Local Government Responsibility and Taxing Authoriry. 

Patrons-Hull, Cranwell and Diamonstein 

Referred to Committee on Rules 

WHEREAS, House Joint Resolution 160 (1994) established the Local Revenue Resources 
Subcommittee to begin to examine all local taxes and fees and review their equity and efficiency, and 
House Document 69 reported the findings of the Commission; and 

WHEREAS, House Joint Resolution 487 (1995) broadened the focus of the HJR 160 _study by 
establishing the Commission on State and Local Government Responsibility and Taxing Autp.ority to 
examine the services and means of raising revenues both at the state and local levels; and 

WHEREAS, the Commission had three pubiic hearings during 1995 as pan of their examination of 
such services and revenues; and 

VlHEREAS, the members of the Commission were appointed to either a Services Task Force or a 
Revenues Task Force in order to focus on these two areas; and 

WHEREAS, the Revenues Task Force adopted the business, professional and occupational license 
unifonn ordinance 1995 legislation and recommended it be introduced during the 1996 General 
Assembly Session; and 

'INHEREAS, the Revenues Task Force suggested that further examination of the revenues aspect of 
the study is required.; and 

'NHEREAS, the Services Task Force examined the provision of services in the areas of education, 
health, mental health, social services, corrections and transponation; and 

WHEREAS, suggestions were made regarding what services could be transferred to the state from 
the localities; and 

WHEREAS. the major suggestion was to transfer the local share of the funding ($1.4 billion) for 
the standards of quality in education to the state because the localities have no conrrol over or input 
into creating those standards; and 

WHEREAS, in order to assist with this funding it was also suggested that one or more local taxes 
could be assumed by the state, such as the BPOL tax, personal property tax and local options sales 
tax; and 

'NHEREAS, it was suggested by the business community that further consideration should be 
given to setting a date certain for repealing the BPOL tax and replacing it with some other revenue 
source; and 

WHEREAS, the Commission has determined that funher study is needed, now therefore, be it 
RESOLVED by the House of Delegates, the Senate concurring, That the Commission on State and 

Local Government Responsibility and Taxing Authority be continued in order to complete its task of 
examining the state and local services and ... the .revenues raised . to provide those services and 
determining if changes should be made in such arrangements. The Speaker of the House of Delegates 
may appoint an additional House member who has experience in finance and local government. 

Toe direct costs of this study shall not exceed $50,000. 
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 Commission shall be continued for one year only and shall complete its work in time to 
submit its findings and recommendations to the Governor and the 1997 Session of the General 
Assembly as provided in the procedures of the Division of Legislative Automated Systems for 
processing legislative documents. 

Implementation of this resolutiQn _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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