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COMMONWEALTH of VIRGINIA

Department of Taxation

December 14, 2015

The Honorable Terence R. McAuliffe
Patrick Henry Building

1111 East Broad Street

Richmond, Virginia 23219

Virginia General Assembly

Member of the Virginia General Assembly
General Assembly Building

Richmond, Virginia 23219

Dear Governor McAuliffe and Members of the General Assembly:

House Joint Resolution 635, passed by the 2015 Session of the General
Assembly, requires the Department to study the Communications Sales and Use Tax
with the assistance of an advisory panel comprising of representatives of local
governments and affected segments of the communications industry. The Department
was asked to complete its meetings by November 30, 2015, and submit its findings and
recommendations by the first day of the 2016 General Assembly Session.

While the advisory panel recognized that there may be concerns regarding the
allocation of tax revenues to localities, there was consensus that those concerns were
outside the scope of this report. Additionally, there was consensus that there was little
support for a tax rate increase. The Report recommended that if the General Assembly
would like to enact legislation to increase Communications Sales and Use Tax revenues
and level the playing field, then this can be accomplished by eliminating the current
exemptions for audio and video streaming services and prepaid calling services.



The Honorable Terence R. McAuliffe
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| hope that you find the information contained within this report useful in your
deliberations of this issue. If you have any questions or require additional information
about this report, please contact me at (804) 786-333.

v

Zl

. Burns
Tax Commissioner

CMB/amm
Enclosures

CcC: The Honorable Richard D. Brown, Secretary of Finance

Save Time, Go Online - Visit www.tax.virginia.gov
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Preface

Authority

House Joint Resolution 635, enacted in the 2015 General Assembly Session, requires
the Department of Taxation (“Department”) to study the Communications Sales and Use
Tax with the assistance of an advisory panel comprised of representatives of local
governments and affected segments of the communications industry (Appendix 1). The
study shall i) evaluate the overall performance of the Communications Sales and Use
Tax , ii) determine whether competing communications services are being taxed on an
equal basis, iii) identify any communications services that are receiving a competitive
advantage by not being taxed, and iv) determine whether the tax is structured such that
it will apply to new methods of communications. The Department was asked to
complete its meetings by November 30, 2015, and submit its findings and
recommendations by the first day of the 2016 General Assembly Session.

Staff Assigned to Report

Mark C. Haskins, Director, Policy Development Division

Joseph E. Mayer, Lead Tax Policy Analyst, Policy Development Division
Andrea M. Muse, Senior Tax Policy Analyst, Policy Development Division
Richard T. Byrne, Economist, Policy Development Division
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Report of the 2015
Communications Sales and Use Tax Study

EXECUTIVE SUMMARY

House Joint Resolution 635 requires the Department of Taxation (“Department”)
to study the Communications Sales and Use Tax (“CSUT”) with the assistance of an
advisory panel comprised of representatives of local governments and affected
segments of the communications industry. The Department is required to i) evaluate
the overall performance of the CSUT, ii) determine whether competing communications
services are being taxed on an equal basis, iii) identify any communications services
that are receiving a competitive advantage by not being taxed, and iv) determine
whether the tax is structured such that it will apply to new methods of communications.

The advisory panel met on June 9, 2015, to determine the scope of the study and
identify issues regarding the CSUT that have been encountered by the advisory panel
members. The consensus of the advisory panel was to focus on a revenue analysis of
the CSUT, the administrative expenses taken out of the Fund for the administration of
the Communications Taxes by the Department and the operation of the
telecommunications relay service, and the current exemptions from the tax.

Additionally, while the advisory panel recognized that there may be concerns regarding
the allocation of revenues to localities, it determined that those concerns were outside
the scope of this report. Summaries of the issues and recommendations are below.

Revenue Analysis

Since the tax became effective on January 1, 2007, the revenue deposited into
the Communications Sales and Tax Trust Fund (“Fund”) has generally decreased each
year (Fiscal Year 2013 being the exception). However, deposits into the Fund do not
reflect a complete picture of transactions subject to the tax because of refunds paid out
of the fund in later fiscal years. Also, the erroneous reporting by taxpayers of CSUT
revenues as Retail Sales and Use Tax revenues resulted in CSUT revenue being
recognized in later fiscal years. For purposes of this report, revenue has been adjusted
to reflect refunds and transfers in the fiscal year in which the transactions occurred.

CSUT Fund Revenues

Fiscal Year CSUT Fund Revenues Adjusted for Refunds and
Transfers

2008 $489,275,599 $472,023,892

2009 $458,281,570 $451,455,426

2010 $456,064,854 $467,940,012

2011 $445,499,490 $446,533,444

2012 $436,173,519 $447,429,825

2013 $439,052,465 $436,819,517

2014 $431,513,881 $436,584,524

2015 $427,649,556 $396,450,327

Department of Taxation

December 11, 2015




The advisory panel discussed whether the decrease in communications tax
revenue is due to new technology and changes in consumer behavior. Between 2007
and 2014, the number of telephone landlines has decreased by an estimated 21.1
percent. Another change in the telecommunications industry affecting CSUT revenue is
the sharp decline in revenue from satellite radio services. Between 2007 and 2014,
gross receipts from satellite radio services decreased by 91.1 percent. Also, streaming
audio and video services and prepaid calling services, which are not currently subject to
the tax, have become more popular.

The Department also estimated the impact on CSUT revenue of increasing the
tax rate from 5 percent to 5.3 or 6 percent. If the tax had been imposed at the rate of
5.3 percent in Fiscal Year 2014, an additional $24.1 million in revenues would have
been available for distribution. Imposing the tax at the rate of 6 percent would have
resulted in an additional $80.3 million available for distribution. However, the
consensus of the advisory panel was that there was little support for a rate increase.

Administrative Expenses

The advisory panel also discussed the Department’s administrative expenses,
which are transferred from the Fund prior to distribution to localities. The Department is
authorized to transfer from the Fund its direct costs of administration of the tax, which
include three full time auditors, time spent by several other employees who assist with
the administration of the tax, and return processing charges. The Department’s
administrative fee for Fiscal Year 2014 was $430,094.

Telecommunications Relay Service

Moneys from the Fund also are distributed to the Virginia Department of Deaf
and Hard-of-Hearing (“WDDHH?”) to pay for the operation of the telecommunications
relay service. VDDHH awarded a new contract for the telecommunications relay
service effective August 1, 2015, that is anticipated to result in savings of approximately
$5 million a year to the Fund. These savings will increase the amounts in the Fund
available for distribution to localities.

Exemptions

The advisory panel reviewed the current exemptions from the CSUT, specifically
the exemption for streaming audio and video and the exemption for prepaid calling
services.

The Department currently allows an exemption for audio and video streaming
services based on the statutory exemption provided under Va. Code § 58.1-648, for
“digital products delivered electronically.” If the exemption for digital products delivered
electronically was clarified so as to not cover audio and video streaming services, such
services would be subject to taxation. The current exemption for streaming audio and
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video services places similar services provided by cable television providers at a
competitive disadvantage.

Digital music revenue in the U.S. from 2008
to 2014, by type
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! Source: www.statista.com (citing RIAA); Digital Music Revenue in the United States from 2008 to 2014, by type
(in million U.S. dollars); Web; accessed 22 Sept. 2015; <http://www.statista.com/statistics/186710/digital-music-
revenue-in-the-us-since-2008/>.
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Also, under Va. Code § 58.1-648, charges for the sale or recharge of prepaid
calling services are not included in the sales price for purposes of the tax. The current
exemption for prepaid calling services puts similar services sold on a post-paid basis at
a competitive disadvantage. Between 2012 and 2014, the amount of Prepaid Wireless
E-911 Fee revenues is estimated to have grown by 18.4 percent. However, between
2011 and 2014, the amount of Postpaid Wireless E-911 Surcharge revenues is
estimated to have grown by only 1.7 percent.

Recommendations

While the advisory panel recognized that there may be concerns regarding the
allocation of tax revenues to localities, there was consensus that those concerns were
outside the scope of this report. Additionally, there was consensus that there was little
support for a tax rate increase.

If the General Assembly would like to enact legislation to increase CSUT
revenues and level the playing field, this can be accomplished by broadening the tax
base by eliminating the current exemptions for audio and video streaming services and
prepaid calling services.

2 Source: www.statista.com (citing Nielsen); Video Streaming Gains Popularity: % of People in the U.S. who use or
subscribe to video streaming services; Web; accessed 23 Sept. 2015; <http://www.statista.com/chart/1477/adoption-
of-video-streaming-services/>.
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Report of the 2015
Communications Sales and Use Tax Study

SECTION I
OVERVIEW OF THE ISSUE

House Joint Resolution 635

House Joint Resolution 635, enacted in the 2015 Session of the General
Assembly, required the Department of Taxation (the “Department”) to convene an
advisory panel comprised of representatives of local governments and affected
segments of the communications industry. A copy of the resolution is attached as
Appendix I.

The Department was required to i) evaluate the overall performance of the
Communications Sales and Use Takx, ii) determine whether competing communications
services are being taxed on an equal basis, iii) identify any communications services
that receive a competitive advantage by not being taxed, and iv) determine whether the
tax is structured such that it will apply to new methods of communications. The
Department was asked to complete its meetings by November 30, 2015, and submit its
findings and recommendations by the first day of the 2016 General Assembly Session.

Communications Sales and Use Tax

Background

2006 House Bill 568 (Acts of Assembly 2006, Chapter 780) replaced many of the
state and local communications taxes and fees with a centrally administered
Communications Sales and Use Tax (CSUT) and a uniform statewide E-911 Tax on
landline telephone service beginning January 1, 2007. Additionally, House Bill 568
imposed a public rights-of-way use fee on cable television providers beginning January
1, 2007.

Under House Bill 568, revenue from the CSUT, the Landline E-911 Tax and the
Cable Television Rights-of-Way Fee (the “Communications Taxes”) is collected and
remitted monthly by communications services providers to the Department and
deposited into a non-reverting fund known as the Communications Sales and Use Tax
Trust Fund (the “Fund”). After transferring moneys from the Fund to the Department to
pay for the direct costs of administering the Communications Taxes, the moneys in the
Fund are allocated and distributed to localities after payment (1) to the Department of
Deaf and Hard-of-Hearing to fund the telephone relay service center and (2) any
franchise fee amount due to localities in accordance with any cable television franchise
agreements in effect as of January 1, 2007. Each locality’s share of the net revenue is
distributed as soon as practicable after the end of the next month based on the locality’s
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share of total revenues received from the following taxes and fees in Fiscal Year 2006
from local tax rates adopted on or before January 1, 2006:

. Local consumer utility tax on landline and wireless telephone service;
. Local E-911 tax on landline telephone service;
. The portion of the local BPOL tax on public service companies exceeding .5%

currently billed to customers in some grandfathered localities;

. Cable television franchise fees;
. Video programming excise tax on cable television services; and
. Consumer utility tax on cable television.

These local taxes were subject to various caps and limitations. Prior to the
enactment of House Bill 568, any locality could impose the consumer utility tax on the
purchase by a consumer of local landline telecommunication service at a rate not to
exceed 20 percent of the monthly charge; however, the tax was not applicable to any
amount charged in excess of $15 per month for residential customers. Thus, the
consumer utility tax on residential customers was effectively capped at $3 a month.
There was no ceiling on the local consumer utility tax for commercial and industrial
customers. Any locality that had a higher rate of taxation in effect before July 1, 1972,
was allowed to continue imposing the local consumer utility tax at that rate. However,
the consumer utility tax on local wireless telephone service could be imposed only at a
rate equal to 10 percent of the monthly gross charge to a consumer and was not
applicable to any amount charged in excess of $30 per month for each service number.
Additionally, no tax was imposed on satellite video programming.

House Bill 568 required the Auditor of Public Accounts (“APA”) to determine the
amount of revenues received by every locality for Fiscal Year 2006, at rates adopted on
or before January 1, 2006, for each of these taxes and fees. Local governments and
service providers were required to cooperate with the APA and provide requested
information.

Effective July 1, 2010, House Bill 765 (Chapter 365), House Bill 1090 (Chapter
285) and Senate Bill 381 (Chapter 385) allowed a locality to request a ruling from the
Department adjusting its distribution from the Fund so long as the aggregate
redistribution from all other localities does not exceed $100,000. A locality is required to
present evidence to the Department that it collected telecommunications or television
cable funds in Fiscal Year 2006 from repealed local communications taxes and fees
before obtaining a ruling from the Department. A locality seeking an increase in its
distribution that exceeds $100,000 must obtain a law change.
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Other States

Currently, seven states do not tax communications services (Alaska, California,
Delaware, Idaho, Nevada, Oregon, and West Virginia). Three states (Alabama, lllinois,
and Montana) impose an excise tax on communications services instead of a retail tax
and one state (New Mexico) imposes a retail tax on intrastate communications services
and an excise tax on interstate communications services. Of the 43 states, not
including Virginia, that impose a tax on communications services, 41impose the tax on
intrastate communications services and two states (Hawaii and Maryland) exempt such
services. Twenty-nine states impose a tax on interstate communications services and
14 exempt interstate communications services. Additionally, 25 states tax “900” type
phone services, 2 states (New Hampshire and New Mexico) tax certain kinds of “900”
type phone services, and 16 states exempt such services. Virginia imposes the
Communications Sales and Use Tax on intrastate communications services and
interstate communications services, and exempts “900” type phone services.

Several states impose a sales tax or similar tax on digital goods, such as
streaming media transferred electronically, either through legislation or administratively
extending existing laws. In general, the Virginia Retail Sales and Use Tax is only
imposed on the sale or lease of tangible personal property or services in connection
with the sale or lease of tangible personal property.

Streaming subscriptions have seen rapid growth according to an August 20,
2015, article in the Wall Street Journal, which noted that a leading provider “drew in
$2.01 billion in sales in this year’s first half from its U.S. streaming video business. The
company says its offerings are currently taxable in roughly half of U.S. states and
certain municipalities.”

The Department has provided a matrix of the taxes on communications services
in other states in Appendix IV.

Chicago Amusement Tax Extension

Effective July 1, 2015, Chicago, lllinois expanded its amusement tax to apply to
“electronically-delivered amusements” at the rate of 9 percent in Amusement Tax Ruling
#5 (June 9, 2015). To allow time for affected businesses to make the necessary
systems changes, the tax applies to periods on and after September 1, 2015. The city
is imposing the tax on the patron and only on activity that takes place within Chicago. In
general, the tax applies to customers whose residential street address or primary
business street address is in Chicago, as reflected by their credit card billing address,
Zip code, or other reliable information. The amusement tax applies to charges paid for
the privilege of i) watching electronically delivered television shows, movies, or videos;

® Peters, Mark and Bensinger, Greg. “States Eye Taxes on Streaming Video and Cloud Computing:
Decline in DVD and CD sales has taken a bite out of revenue in recent years.” Wall Street Journal 20
Aug. 2015. Web.
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ii) listening to electronically delivered music; and iii) participating in games, on-line or
otherwise. The extension of the tax is estimated to raise $12 million annually for
Chicago.

The expansion of the tax has been controversial. On September 9, 2015, the
non-profit Liberty Justice Center with a group of Chicago residents have filed suit
against the city claiming that the City of Chicago’s Finance Department exceeded its
authority in administrative extending the amusement tax to streaming services by
issuing a rule that imposes a new tax that the City Council did not authorize.
Additionally, the suit alleges that extending the amusement tax to Internet-based
streaming services violates the Internet Tax Freedom Act. The Internet Tax Freedom
Act prohibits any state or political subdivision of a state from imposing multiple or
discriminatory taxes on electronic commerce.
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SECTION I
PERFORMANCE OF THE COMMUNICATIONS SALES AND USE TAX

Advisory Panel

As directed by House Joint Resolution 635, enacted in the 2015 Session of the
General Assembly, the Department of Taxation convened an advisory panel comprised
of representatives of local governments and affected segments of the communications
industry to examine the CSUT.

The advisory panel met on June 9, 2015, to discuss the scope of the study and
issues encountered by the advisory panel members. At the meeting a broad outline of
topics were discussed as potential issues for review. The consensus of the advisory
panel was to focus on a revenue analysis of the CSUT, the administrative expenses
taken out of the Fund for the administration of the Communications Taxes by the
Department and the operation of the telecommunications relay service, and the current
exemptions from the tax. Additionally, while the advisory panel recognized that there
may be concerns regarding the allocation of revenues to localities, it determined that
those concerns were outside the scope of this report.

Summaries of the issues discussed by the advisory panel are below. The
Department provided a draft of the report to the advisory panel on November 13, 2015,
along with the opportunity to provide comments or a formal response. The Department
did not receive any comments or responses.

Revenue Analysis

In impacting House Bill 568, the Department was unable to determine the
revenue that would be generated by the CSUT and explained that future CSUT
revenues would be difficult to predict due to rapidly changing technology and increased
price competition.

Since the tax became effective on January 1, 2007, the revenue deposited into
the Communications Sales and Tax Trust Fund (“Fund”) has generally decreased each
year (Fiscal Year 2013 being the exception). However, deposits into the Fund do not
reflect a complete picture of taxable transactions because the Fund is decreased for
refunds in the fiscal year in which they are paid and not the fiscal year in which the
transaction occurred.
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CSUT Fund Revenues

Fiscal Year CSUT Fund Revenues
2008 $489,275,599
2009 $458,281,570
2010 $456,064,854
2011 $445,499,490
2012 $436,173,519
2013 $439,052,465
2014 $431,513,881
2015 $427,649,556

Refunds have generally been issued because of the CSUT being imposed on
exempt customers or internet access in error. Refunds also have been issued for the
imposition of the CSUT on charges subsequently determined to be non-taxable, such as
certain digital downloads and audio and video streaming over the Internet (See “Audio
and Video Streaming Services” below). The following table shows the CSUT refunds by
the fiscal year the refunds were issued and the fiscal year in which erroneous
transaction occurred.

CSUT Refunds

Fiscal Year Taxable Period Payment Date
*2007 $5,436,997 -
2008 $16,142,953 -
2009 $5,929,102 -
2010 $7,375,839 $19,240,184
2011 $1,309,283 $1,411,040
2012 $1,231,674 $12,627,520
2013 $2,209,804 $320,276
2014 $297,856 $5,368,499
2015 - $965,989
Total $39,933,508 $39,933,508

* New tax structure began January 1, 2007

Additionally, the erroneous reporting of CSUT revenues as Retail Sales and Use
Tax revenues in earlier years needed to be corrected by transferring Retail Sales and
Use Tax revenues to CSUT revenues in later fiscal years. The following table shows
the transfers of Retail Sales and Use Tax revenues to CSUT revenues by the fiscal year
the revenues were transferred and the fiscal year in which the erroneous transaction
occurred.
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Section Il, Performance of the
Communications Sales and Use Tax

CSUT Revenues Erroneously Reported as Retail Sales and Use Tax Revenues

Fiscal Year Taxable Period Reverse Transfer
*2007 $463,056 -
2008 $1,108,755 -
2009 $941,802 $44,760
2010 $551,334 $562,146
2011 $256,497 $1,188,695
2012 $467,604 $328,065
2013 $369,235 $25,815
2014 - -
2015 - $2,008,802
Total $4,158,283 $4,158,283

* New tax structure began January 1, 2007

Adjusting the revenues so that both the refunds and the transfers are accounted
for in the fiscal year to which they relate lessens the impact on the rate of decrease in
revenues deposited in the Fund. The table and chart below show the revenues
deposited into the Fund in each fiscal year as well as the revenues adjusted for the
refunds and transfers beginning with the first full fiscal year that the new tax structure

was in effect.

CSUT Fund Revenues

Fiscal Year CSUT Fund Revenues Adjusted for Refunds and
Transfers

2008 $489,275,599 $472,023,892

2009 $458,281,570 $451,455,426

2010 $456,064,854 $467,940,012

2011 $445,499,490 $446,533,444

2012 $436,173,519 $447,429,825

2013 $439,052,465 $436,819,517

2014 $431,513,881 $436,584,524

2015 $427,649,556 $396,450,327
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CSUT Fund Revenues
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For comparison purposes, the following chart and table show the annual percent
change over the prior year of the Communications Taxes Revenues, not adjusted for
refunds and transfers and adjusted for refunds and transfers, and the General Fund
portion of the Retail Sales and use Tax revenues. While the Communications Taxes
revenues show less growth than the General Fund portion of the Retail Sales and Use
Tax revenues, there are similar increases and decreases in percent change for the
adjusted Communications Taxes revenues and the General Fund portion of the Retail
Sales and Use Tax revenues.

Annual Growth/Decline of Communications Taxes and Retail Sales and Use Tax

Revenues
Fiscal Years Communications Taxes Communications Taxes
Revenues Revenues
(Without Adjusting for (Adjusted for Refunds and
Refunds and Transfers) Transfers)
2009/2008 -6.33% -4.36%
2010/2009 -0.48% 3.65%
2011/2010 -2.32% -4.57%
2012/2011 -2.09% 0.20%
2013/2012 -0.66% -2.37%
2014/2013 -1.72% -0.05%
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Annual Growth/Decline of Communications
Taxes and Retail Sales and Use Tax Revenues
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Rate Increase

While the advisory panel reached the consensus that there was little support for
increasing the CSUT rate from 5 percent, the Department estimated the impact of
increasing the rate to 5.3 or 6 percent. For purposes of comparison, the following tables
show the Calendar Year 2014 revenues from each category of telecommunications
services at the current rate of 5 percent, 5.3 percent, and 6 percent.

Calendar Year 2014 Communications Sales and Use Tax Revenue
at 5%, 5.3%, and 6% Tax Rates

Landline Wireless Cable Satellite Satellite Total
Tax Rate Telephone Telephone Television Television Radio Other Revenue

5% Current
Rate | $135,759,235 | $145,037,023 $70,966,172 | $40,193,782 $216,597 $9,224,345 | $401,397,155

5.3% Tax
Rate | $143,904,789 | $153,739,245 $75,224,143 | $42,605,409 | $229,593 $9,777,805 | $425,480,984

Additional
Revenue $8,145,554 $8,702,221 $4,257,970 $2,411,627 $12,996 $553,461 $24,083,829

6.0% Tax
Rate | $162,911,082 | $174,044,428 $85,159,407 | $48,232,538 | $259,916 | $11,069,214 | $481,676,586

Additional
Revenue $27,151,847 $29,007,405 $14,193,234 $8,038,756 $43,319 $1,844,869 $80,279,431
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Future Trends

The advisory panel discussed whether the decrease in tax revenues may be due
to changes in business models and new technology occurring in the
telecommunications industry, specifically the decline in landline use. This is confirmed
by data collected by the Department using CSUT returns and information from the E-
911 taxes on landlines, postpaid wireless devices, and prepaid wireless transactions
over the past several years. The following table shows the estimated number of
landlines and postpaid wireless lines for Calendar Years 2007 through 2014 (the
Department only has data on the number of postpaid wireless lines beginning with
Calendar Year 2011.)

Estimated Number of Landlines and Postpaid Wireless Lines

Calendar Year: Landlines Postpaid Wireless
Lines

2007 3,866,736 -

2008 3,748,101 -

2009 3,546,229 -

2010 3,364,706 -

2011 3,215,297 5,587,136

2012 3,196,739 5,628,831

2013 3,118,966 5,622,842

2014 3,052,358 5,682,130

Virginia is estimated to have lost 162,939 landlines between 2011 and 2014 and
gained 94,994 postpaid wireless lines. Between 2007 and 2014, the number of
landlines is estimated to have decreased by 21.1 percent. The gross receipts from the
CSUT show similar trends, with the gross receipts for landline services decreasing by
18.1 percent between 2007 and 2014. Between 2007 and 2014, landline services went
from 39.1 percent of the total gross receipts for the tax to 33.8 percent. The following
tables show the CSUT revenues by category for Calendar Years 2007 through 2014,
the percentage of total tax revenues for each category, and the percentage of total tax
revenue for phone services and television services.
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Section Il, Performance of the
Communications Sales and Use Tax

Communications Sales and Use Tax Gross Receipts by Category

Calendar Landline Wireless Cable Satellite Satellite Total
Year Telephone Telephone Television Television Radio Other Revenue
2007 | $3,316,985,525 | $3,178,639,814 | $1,184,033,225 | $670,934,211 $48,119,253 $87,415,930 | $8,486,127,958
2008 | $3,009,736,121 | $3,267,338,819 | $1,249,098,337 | $792,496,977 $44,993,606 | $239,724,730 | $8,603,388,590
2009 | $2,824,087,531 | $3,335,960,840 | $1,333,875,487 | $758,460,666 $49,422,989 | $133,986,470 | $8,435,793,983
2010 | $2,660,062,178 | $3,401,402,913 | $1,454,080,864 | $759,472,631 $41,636,930 | $120,963,081 | $8,437,618,597
2011 | $2,571,101,460 | $3,302,279,469 | $1,545,102,249 | $732,146,593 $884,675 | $194,977,361 | $8,346,491,807
2012 | $2,978,890,872 | $2,759,888,707 | $1,656,666,654 | $733,046,488 $1,536,323 | $215,710,734 | $8,345,739,776
2013 | $3,072,464,123 | $2,406,105,536 | $1,598,647,768 | $763,267,912 $6,276,862 | $231,032,422 | $8,077,794,623
2014 | $2,715,184,707 | $2,900,740,466 | $1,419,323,450 | $803,875,641 $4,331,938 | $184,486,892 | $8,027,943,094

Change -18.1% -8.7% 19.9% 19.8% -91.0% 111.0% -5.4%
Average | $2,893,564,065 | $3,069,044,570 | $1,430,103,504 | $751,712,640 $24,650,322 | $176,037,202 | $8,345,112,303

Percentage of Communications Sales and Use Tax Gross Receipts by Category

Calendar Landline Wireless Cable Satellite Satellite
Year Telephone Telephone Television Television Radio Other
2007 39.1% 37.5% 14.0% 7.9% 0.6% 1.0%
2008 35.0% 38.0% 14.5% 9.2% 0.5% 2.8%
2009 33.5% 39.5% 15.8% 9.0% 0.6% 1.6%
2010 31.5% 40.3% 17.2% 9.0% 0.5% 1.4%
2011 30.8% 39.6% 18.5% 8.8% 0.0% 2.3%
2012 35.7% 33.1% 19.9% 8.8% 0.0% 2.6%
2013 38.0% 29.8% 19.8% 9.4% 0.1% 2.9%
2014 33.8% 36.1% 17.7% 10.0% 0.1% 2.3%
Percentage of Communications Sales and Use Tax Gross Receipts
(Phone, Television, or Other)
Calendar Year: Phone Television Other
2007 76.5% 21.9% 1.6%
2008 73.0% 23.7% 3.3%
2009 73.0% 24.8% 2.2%
2010 71.8% 26.2% 1.9%
2011 70.4% 27.3% 2.3%
2012 68.8% 28.6% 2.6%
2013 67.8% 29.2% 2.9%
2014 70.0% 27.7% 2.4%
Department of Taxation 11 December 11, 2015




Report of the 2015 Communications Sales and Use Tax Study Section I, Performance of the
Communications Sales and Use Tax

Another change in the telecommunications industry affecting tax revenues is the
sharp decline in revenues from satellite radio services. Between 2007 and 2014, gross
receipts from satellite radio services decreased by 91.1 percent.

Given the decline in landline phone use, and the structure of the repealed local
telecommunications taxes, particularly the cap on the rate for local consumer utility
taxes on landline and wireless telephone service, it is likely that localities would have
experienced a much steeper decline in revenues under the old tax structure than the
current decline in the CSUT revenues. In an April 25, 2011 article for State Tax Notes,
Scott Mackey used the number of landline connections provided by the Virginia State
Corporation Commission and estimated the revenues that localities would have
received under the old tax structure as $259.7 million in Fiscal Year 2008 and $247.1
million in Fiscal Year 2009.*

While the Department can’t predict the long-term future of the
telecommunications industry, there are trends in the data that may provide an indication
of areas of decline, such as the drop in satellite radio revenues and number of landlines.
Additionally, data collected by the Department shows growth in prepaid calling service
transactions (See “Prepaid Calling Services” below). Anecdotally, audio and video
streaming services are also areas of high growth.

Administrative Expenses

Another issue discussed by the advisory panel concerned the administrative
expenses required to be transferred from the Fund prior to distribution to localities.
Under current law, the Department is authorized to transfer moneys from the Fund to
pay for the direct costs of administering the Communications Taxes. Additionally, the
moneys in the Fund are allocated and distributed to localities only after payment to the
Virginia Department of Deaf and Hard-of-Hearing (“VDDHH”) to fund the operation of
the telecommunications relay service.

Department of Taxation

As the Department incurred substantial costs in Fiscal Year 2007 to implement
the Communications Taxes and make necessary systems, forms, and processing
changes prior to any revenues from the new tax being deposited into the Fund, the
Department was authorized to obtain a treasury loan to meet these expenses. The
treasury loan was repaid in Fiscal Year 2008, when there were sufficient revenues in
the Fund. The Department continues to transfer its direct costs of administration of the
tax from the Fund. These ongoing costs include full time auditors as well as expenses
for time spent by several employees who assist with the administration of the tax and

* Mackey, Scott. “A Revenue Analysis of Virginia’s Communications Tax Reform.” State Tax Notes 25
Apr. 2011: 249-252. Web.
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processing charges. The following table shows the Department’s administrative

expenses for Fiscal Years 2008-2014.

Department of Taxation’s Administrative Fee

Fiscal Year: Department Administrative Fee
2008 $929,292
2009 $294,227
2010 $312,087
2011 $374,905
2012 $349,068
2013 $387,423
2014 $430,094

Telecommunications Relay Service

A telecommunications relay service is a facility where a person who has a
hearing or speech disability using a text telephone and a person using a conventional
telephone device can communicate with each other via telephone. Pursuant to Va.
Code §§ 51.5-115 and 58.1-662, all costs associated with the establishment and
operation of the telecommunications relay service, including but not limited to personnel
costs incurred by the VDDHH for administering the service, is funded by payments from
the Fund prior to the distribution of the revenues to the localities. This includes costs for
functions reasonably and directly necessary for the provision of telecommunications
relay service, including contract procurement and administration and public education
and information regarding telecommunications relay service. Prior to August 1, 2015, a

Virginia Relay Center was operated out of Norton, Virginia.

According to VDDHH, the total number of Virginia relay calls in Fiscal Year 2015
was 706,373, with 305,137 calls handled by the Virginia Relay Center in Norton,
Virginia. The other calls were captioned telephone calls and handled outside of
Virginia. The following chart shows the total number of Virginia relay calls and the
number of calls handled by the Virginia Relay Center in Norton for Fiscal Years 2009 —

2015.

Department of Taxation 13
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Virginia Relay Activity
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VDDHH awarded a new contract for the telecommunications relay service
effective August 1, 2015. The elimination of the former location and staffing
requirements of the Virginia Relay Center is anticipated to result in approximately $5
million a year of savings in administrative expenses to the Fund. This reduction in costs
will increase amounts available for distribution to localities from the Fund. The following
table shows the VDDHH’s administrative expenses for Fiscal Years 2008-2014.

VDDHH’s Expenses

Fiscal Year: VDDHH’s Expenses
2008 $8,899,222
2009 $11,067,727
2010 $10,337,620
2011 $8,600,765
2012 $9,413,035
2013 $9,806,590
2014 $10,027,399
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Exemptions

The charges for the following services are not subject to the Communications
Sales and Use Tax:

. Information services (including electronic publishing services, web hosting
services, 900 number services, alarm monitoring services, check guaranty
services, credit card guaranty services and database search services);

. Live operator answering services;

. Installation or maintenance of wiring or equipment on a customer's premises and
wire maintenance fees;

. The sale or rental of tangible personal property and any sales tax resulting from
the sale or rental of tangible personal property;

. The sale of advertising, including but not limited to, directory advertising;

. Security deposits.

. Bad check and late payment charges;

. Billing and collection services;

. Internet access service, electronic mail service, electronic bulletin board service,

or similar services that are incidental to Internet access, such as voice-capable e-
mail or instant messaging (however, charges for connection, reconnection,
termination, movement, or change of such services are subject to the tax);

. Digital products delivered electronically, such as software, downloaded music,
ring tones and reading materials;

. Over-the-air radio and television service broadcast without charge by an entity
licensed for such purposes by the Federal Communications Commission; and

. Communications services purchased by and billed to transients by any hotel,
motel, inn, tourist camp, tourist cabin, camping grounds, club, or any other place
in which rooms, lodging, space, or accommodations are regularly furnished to
transients for a consideration. This does not relieve the obligation of the facility
to pay communications sales tax to its provider (or to remit communications use
tax if services are purchased from a provider who lacks nexus and is not
registered for the collection of the tax) on its purchases of communications
services.
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. Communications services purchased by and billed to tenants by their landlord.
This does not relieve the obligation of the landlord to pay communications sales
tax to its provider (or to remit communications use tax if services are purchased
from a provider who lacks nexus and is not registered for the collection of the tax)
on its purchases of communications services.

Additionally, for purposes of the Communications Sales and Use Tax, the sales
price does not include the following amounts:

. Excise, sales or similar taxes levied by the United States or any state or local
government on the purchase, sale, use or consumption of any communications
services that are permitted or required to be added to the sales price of such
service, if the tax is stated separately (including the federal excise tax on
telephone service);

. A fee or assessment levied by the United States or any state or local
government, including but not limited to, regulatory fees and emergency
telephone surcharges, that is required to be added to the price of service if the
fee or assessment is separately stated (including E-911 fees and public rights-of-

way fees);
. Coin-operated communications services;
. Sale or recharge of a prepaid calling service (including prepaid wireless

telephone service);

. Provision of air-to-ground radiotelephone services, as that term is defined in 47
C.F.R. § 22.99;
. A provider’s internal use of communications services in connection with its

business of providing communications services;

. Charges for property or other services that are not part of the sale of
communications services, if the charges are stated separately from the charges
for communications services;

. Sales for resale; and

. Charges for communications services to the Commonwealth, any political
subdivision of the Commonwealth, and the federal government and any agency
or instrumentality of the federal government.

Although there are a number of exemptions for the Communications Sales and
Use Tax, the advisory panel agreed that discussion should focus on two of the
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exemptions: the exemptions for audio and video streaming services and for prepaid
calling service.

Audio and Video Streaming Services

Under Va. Code § 58.1-648, digital products delivered electronically are exempt
from the CSUT. In 2008, the Tax Commissioner issued Public Document (P.D.) 08-164
(May 19, 2008) regarding the application of the tax to sales of audio-visual content
("content services") transferred to its customers via cellular telephones. The Tax
Commissioner ruled that digital products delivered electronically do not include any
products that require continued payments from the purchaser or products that are
without the right of permanent use granted by the seller. It was further ruled that content
services downloaded by a consumer for future use and reuse constitute digital property
delivered electronically and would not be subject to the CSUT.

In 2013, the Tax Commissioner revisited the topic in P.D. 13-13 (February 5,
2013) and overturned the portion of P.D. 08-64 that makes a distinction between digital
products that are downloaded electronically and charged to customers on a monthly
recurring basis and those digital products that are downloaded electronically and
customers are charged a one-time fee. The Tax Commissioner held that the payment
method used by the customers should not affect the application of the tax to the
purchases of the applications. Under P.D. 13-13, all digital products delivered
electronically are exempt from the tax. A copy of P.D. 13-13 is attached as Appendix lll.

The Guidelines and Rules for the Virginia Communications Taxes list “Cable
television (including but not limited to basic, extended, premium, pay-per-view, video on
demand, digital, high definition, video recorder, music services and fees for additional
outlets)” as taxable communications services. However, in P.D. 13-59, the Tax
Commissioner ruled that video content streamed over the Internet is a digital product
downloaded electronically and is not subject to the tax. As content streamed over the
Internet by audio and video streaming providers is very similar to the content provided
by cable television providers, audio and video streaming providers have a competitive
advantage as their content is specifically exempt. A copy of the Guidelines and Rules
for the Virginia Communications Taxes is attached as Appendix II.

The amount of additional revenue that would result from imposing the CSUT on
audio and video streaming is unknown. However, for illustrative purposes, using the
estimated 2014 revenue for audio streaming providers and the three largest pay video
streaming providers, the Department estimated that if the tax had been imposed on
audio and video streaming services in 2014, potentially $10 million to $20 million in
additional tax revenue would have been available for distribution to Virginia localities.
Audio and video streaming have experienced rapid growth in the past few years. If this
trend continues, the revenue from imposing the tax on audio and video streaming may
be even greater in future years. The following charts show the digital music revenue in
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the United States from 2008 to 2014 and the percentage of people in the United States
who used or subscribed to video streaming services in 2012 and 2013.

Digital music revenue in the U.S. from 2008

to 2014, by type
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® Source: www.statista.com (citing RIAA); Digital Music Revenue in the United States from 2008 to 2014, by type
(in million U.S. dollars); Web; accessed 22 Sept. 2015; <http://www.statista.com/statistics/186710/digital-music-
revenue-in-the-us-since-2008/>.
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Some audio and video streaming providers, such as Amazon, also provide other
services besides streaming content for the same fee. If the CSUT is extended to audio
and video streaming and the fee includes both taxable and nontaxable amounts, the
transaction would be considered a bundled transaction and the current rules set forth in
the Guidelines and Rules for the Virginia Communications Taxes for such transactions
would apply. The portion of the charge attributable to the nontaxable services would be
subject to tax unless the provider can reasonably identify the nontaxable portion from its
books and records kept in the regular course of business and not created and
maintained for tax purposes.

The advisory panel discussed extending the CSUT to audio and video streaming
services. There were no objections to the concept by the advisory panel, other than
that it may be perceived as a tax increase.

Prepaid Calling Service

Under Va. Code § 58.1-648, charges for the sale or recharge of prepaid calling
service are not included in the sales price for purposes of the CSUT. Virginia Code
§ 58.1-647 defines “prepaid calling service” as “the right to access exclusively
communications services, which must be paid for in advance and which enables the
origination of calls using an access number or authorization code, whether manually or
electronically dialed, and that is sold in predetermined units or dollars that decrease in
number with use.”

Effective January 1, 2011, the Prepaid Wireless E-911 Fee is collected by retail
dealers at the rate of $0.50 on each retail purchase of prepaid wireless calling service
and remitted with the Retail Sales and Use Tax return. As a similar definition is used for
purposes of the Prepaid Wireless E-911 Fee, the Department analyzed Retail Sales and
Use Tax returns to estimate the number of prepaid calling service transactions taking
place in the Commonwealth. The following table shows the estimated number of retail
transactions of prepaid calling services reported by retail dealers in Calendar Years

2011-2014.
Estimated Prepaid Wireless Transactions
Calendar Year: Prepaid Transactions
2012 11,349,793
2013 12,913,348
2014 13,439,306

Effective July 1, 2011, the Department began administering the Postpaid
Wireless E-911 Surcharge, which is imposed at the rate of $0.75 per month on each

® Source: www.statista.com (citing Nielsen); Video Streaming Gains Popularity: % of People in the U.S. who use or
subscribe to video streaming services; Web; accessed 23 Sept. 2015; <http://www.statista.com/chart/1477/adoption-
of-video-streaming-services/>.
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wireless device and remitted with the Communications Sales and Use Tax return. As
the Department did not begin administering the Postpaid Wireless E-911 Surcharge
until July 1, 2011, the number of estimated transactions for 2011 is for 6 months.

Prepaid and Postpaid Wireless E-911 Revenues

Calendar Year: Prepaid Wireless Postpaid Wireless
E-911 Revenues E-911 Revenues

2011 - $25,142,113

2012 $5,394,388 $50,659,479

2013 $6,137,192 $50,605,575

2014 $6,389,252 $51,139,173

Between 2012 and 2014, the amount of Prepaid Wireless E-911 Fee revenues is
estimated to have grown by 18.4 percent. However, between 2011 and 2014, the
amount of Postpaid Wireless E-911 Surcharge revenues is estimated to have grown by
only 1.7 percent. Though revenues from the Postpaid Wireless E-911 Surcharge are
substantially higher than the revenues from the Prepaid Wireless E-911 Fee, the
Prepaid Wireless E-911 Fee is growing at a much faster rate. It is likely that a similar
growth rate exists for prepaid calling services that are exempt from the CSUT. If this
trend continues in the future, the exemption on prepaid calling services may result in a
significant decline in tax revenues. Additionally, this exemption provides a competitive
advantage to communications services based on the payment structure as the same
services are taxable if paid under a postpaid monthly subscription plan. This results in
an uneven playing field between those communications services providers that offer
postpaid calling services and those offering prepaid calling services.
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SECTION Il
Conclusion and Recommendations

The advisory panel has reviewed and discussed the overall performance of the
Communications Sales and Use Tax. While the advisory panel recognized that there
may be concerns regarding the allocation of tax revenues to localities, there was
consensus that those concerns were outside the scope of this report.

If the Communications Sales and Use Tax had been imposed at the rate of 5.3
percent in Fiscal Year 2014, there would have been an additional $24.1 million in
revenues available for distribution. Imposing the tax at the rate of 6 percent would have
resulted in an additional $80.3 million available for distribution. However, the
consensus of the advisory panel was that there was little support for a tax rate increase.

Beginning August 1, 2015, the Virginia Department for the Deaf and Hard-of-
Hearing has a new contract for the administration of the telecommunications relay
service that is anticipated to result in savings of approximately $5 million a year. These
savings will increase distributions to localities from the Communications Sales and Use
Tax Trust Fund.

If the General Assembly would like to enact legislation to increase CSUT
revenues and level the playing field, this can be accomplished by broadening the tax
base by eliminating the current exemptions for audio and video streaming services and
prepaid calling services.
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House Joint Resolution 635 Text

2015 SESSION
ENROLLED

HOUSE JOINT EESOLUTION NO. 635

Reguesting the Department of Taxation to study the performance of the commumications sales and use
tax. 3

Apgreed to by the House of Delegates, February 9, 2015
Agread to by the Senate, February 24, 20135

WHEEEAS, in 2006 the General Assembly enacted legislation to impose a commumications sales and
use fax on consumers beginmng Japmary 1, 2007, which restructured the local taxation of
commmumcations services; and

mﬁ&ﬁemmtmslﬁmimmchmgdﬂmmmnfmm
services by replacing several local taxes and fees that were imposed at wadely 1 rates with a
uniform five percent state sales and use tax om such services and a monthly fee 0.75 on both
landhne and mobile telephone service; and

WHEREAS, mm additon to aclieving statewnde uwmforoaty, a major objective of this tax restruchmng
was to ensure that competing forms of commmmications services were faxed equally to avoid having
public pohey inadvertently create competitive advantages and disadvantapes; and

WHEEREAS, in order that the tax restructuning was imitially revenue-neutral to locaklifies, the revermes
from the commmumications sales and wse tax have always been distributed proportionally on the basis of
the amount that each localiy collected in fiscal year 2006 from the local commumications services faxes
and fees that were eliminated with the adoption of the state commumcations sales and use tax; and

WHEEREAS, 1t was anficipated that the total taxes collected from the commumications zales and use
tax would grow over time, but after eight years that growth has not been sigmficant; and

WHEEREAS, commmmications technology, consumer habits, mdustry millng practices, and the
poepulations of some Virgma locabiies have all changed rapdly dunng the eight years that the tax has
been imposed; now, therefore, be 1t

RESOLVED by the House of Delegates, the Senate concwmng, That the Department of Taxation be
requested to study the performance of the commumications sales and use fax.

In conducting ifs study, the Department of Taxation shall assemble an advisory panel comprising

of local governments and affected segments of the commumications industy. With the
assistance of the advisory panel, the Department shall (1) evalnate the overall performance of the
commmumeations sales and use tax, (1) determme whether competing commmmcations services are being
taxed on an equal basis, () dentfy any commmumcations services that are recelving a competiive
advantage by not being taxed, and (1v) determine whether the tax 15 stuchired such that 1t wall apply to
new methods of commmmications.

All apencies of the Commonwealth shall provide assistance to the Department of Taxaton for ths

The Depariment of Taxation shall complete 1ts meetings by November 30, 2015, and shall submit to
the Governor and the General Assembly an execubve summary and a report of its findimgs and
recommendations for publication as a House or Sepate document. The execufive summary and report
shall be submitted as provided m the procedures of the Division of Legislative Antomated Systems for
the processmg of legslative documents and reports no later than the first day of the 2016 Regular
Session of the General Assembly and shall be posted on the General Assembly's website.

AT TOANHA

HASEHWH
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Matrix of Other States’ Taxes on Communications Services

TAXES ON COMMUNICATIONS SERVICES -OTHER STATES**

**Source: RIA (as of March 31, 2015)

State Telecommunications Intrastate Interstate “900” Type Phone
Services Communications Communications Services Services
2015 Tax Rate Services
Virginia 5% Taxable Taxable Exempt
Kentucky 6% Taxable Taxable Taxable
Maryland 6% Exempt Exempt Taxable
Tennessee 7% Taxable Taxable Taxable
Washington, D.C. | 5.75% Taxable Exempt Taxable
West Virginia Not Taxed Not Taxed Not Taxed Not Taxed
Alabama 6% Excise Tax Taxable Taxable Taxable
Alaska Not Taxed Not Taxed Not Taxed Not Taxed
Arizona 5.6% Taxable Exempt Exempt
Arkansas 6.5% Taxable Taxable Taxable
California Not Taxed Not Taxed Not Taxed Not Taxed
Colorado 2.9% Taxable Exempt Taxable
Connecticut 6.35% Taxable Taxable Exempt
Delaware Not Taxed Not Taxed Not Taxed Not Taxed
Florida 9.17% Taxable Taxable Exempt
Georgia 4% Taxable Exempt Exempt
Hawaii 4% Exempt Taxable Exempt
Idaho Not Taxed Not Taxed Not Taxed Not Taxed
lllinois 7% Excise Tax Taxable Taxable Taxable
Indiana 7% Taxable Exempt Taxable
lowa 6% Taxable Exempt Taxable
Kansas 6.15% Taxable Taxable Exempt
Louisiana 3% Taxable Taxable Taxable
Maine 5.5% Taxable Exempt Taxable
Massachusetts 6.25% Taxable Taxable Taxable
Michigan 6% Taxable Taxable Taxable
Minnesota 6.875% Taxable Taxable Taxable
Mississippi 7% Taxable Taxable Taxable
Missouri 4.225% Taxable Exempt Taxable
Montana 3.75% Excise Tax Taxable Taxable Exempt
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Matrix of Other States’ Taxes on Communications Services

State Telecommunications Intrastate Interstate “900” Type Phone
Services Communications Communications Services Services
2015 Tax Rate Services
Nebraska 5.5% Taxable Exempt Exempt
Nevada Not Taxed Not Taxed Not Taxed Not Taxed
New Hampshire 7% Taxable Taxable Taxable unless separately
charge for communications
service
New Jersey 7% Taxable Taxable Exempt
New Mexico 5.125% Intrastate; 4.25% Taxable Taxable Exempt
Interstate Excise Tax
New York 4% Intrastate Taxable Exempt Certain services taxable
North Carolina 7% Taxable Taxable Taxable
North Dakota 5% Taxable Exempt Taxable
Ohio 5.75% Taxable Taxable Exempt
Oklahoma 4.5% Taxable Taxable Exempt
Oregon Not Taxed Not Taxed Not Taxed Not Taxed
Pennsylvania 6% Taxable Taxable Exempt
Rhode Island 7% Taxable Taxable Taxable
South Carolina 6% Intra- and Interstate; Taxable Taxable Taxable
10% “900” type services

South Dakota 4% Taxable Taxable Exempt
Texas 6.25% Taxable Taxable Exempt
Utah 5.7% Taxable Exempt Taxable
Vermont 6/% Taxable Taxable Exempt
Washington 6.5% Taxable Taxable Taxable
Wisconsin 5% Taxable Taxable Taxable
Wyoming 4% Taxable Exempt Taxable
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CSUT Fund Distributions for Fiscal Years 2013 and 2014

CSUT Fund Distributions, Fiscal Year 2013

County Distribution County Distribution County Distribution City Distribution

Accomack $1,064,979 Halifax $1,203,621 Scott $803,102 Manassas $2,990,110

Albemarle 4,797,251 Hanover 5,157,220 Shenandoah 1,235,603 Manassas Park 757,541

Alleghany 428,986 Henrico 13,620,166 Smyth 609,684 Martinsville 941,584

Amelia 263,021 Henry 2,405,192 Southampton 577,168 Newport News 12,066,797

Ambherst 1,311,127 Highland 78,172 Spotsylvania 4,881,630 Norfolk 22,681,610

Appomattox 583,566 Isle of Wight 1,380,114 Stafford 6,002,112 Norton 218,669

Arlington 7,784,666 James City 1,765,797 Surry 53,228 Petersburg 1,904,765

Augusta 2,589,309 King and Queen 181,902 Sussex 181,560 Poquoson 427,153

Bath 119,568 King George 400,810 Tazewell 623,349 Portsmouth 8,599,383

Bedford 1,983,725 King William 371,285 Warren 922,583 Radford 772,910

Bland 108,247 Lancaster 343,091 Washington 1,674,263 Richmond 21,247,392

Botetourt 741,084 Lee 436,055 Westmoreland 659,211 Roanoke 7,202,253

Brunswick 433,702 Loudoun 12,047,696 Wise 1,040,083 Salem 1,106,955

Buchanan 874,716 Louisa 360,077 Wythe 789,943 Staunton 1,448,317

Buckingham 438,630 Lunenburg 213,763 York 1,362,222 Suffolk 3,628,326
Total Counties $244,617,376

Campbell 1,442,284 Madison 601,652 Virginia Beach 27,054,781

Caroline 812,732 Mathews 464,609 Waynesboro 1,344,114

Carroll 1,047,715 Mecklenburg 597,513 Williamsburg 744,564

Charles City 160,201 Middlesex 454,775 Winchester 2,213,395

Charlotte 133,069 Montgomery 1,054,850 Total Cities $171,716,566
City Distribution

Chesterfield 15,081,330 Nelson 490,757 Alexandria $11,195,210

Clarke 444,819 New Kent 617,533 Bedford 146,011

Craig 119,568 Northampton 526,103 Bristol 627,991

Culpeper 2,107,541 Northumberland 396,107 Buena Vista 326,500

Cumberland 396,380 Nottoway 359,786 Charlottesville 3,316,931

Dickenson 511,106 Orange 1,482,982 Chesapeake 12,319,533

Dinwiddie 955,042 Page 506,963 Colonial Heights 720,826

Essex 364,749 Patrick 506,187 Covington 321,650

Fairfax 81,977,041 Pittsylvania 2,352,089 Danville 3,334,926

Fauquier 2,998,791 Powhatan 892,005 Emporia 276,431

Floyd 642,550 Prince Edward 322,491 Fairfax 2,354,352

Fluvanna 867,894 Prince George 1,320,090 Falls Church 890,627

Franklin 2,299,563 Prince William 20,066,604 Franklin 575,400

Frederick 1,398,678 Pulaski 853,279 Fredericksburg 1,843,683

Giles 262,098 Rappahannock 359,292 Galax 241,992

Gloucester 1,583,089 Richmond 318,521 Hampton 9,476,894

Goochland 885,785 Roanoke 4,081,545 Harrisonburg 1,676,092

Grayson 394,295 Rockbridge 966,037 Hopewell 873,623

Greene 510,339 Rockingham 1,650,239 Lexington 333,018

Greensville 183,584 Russell 891,845 Lynchburg 3,514,258
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CSUT Fund Distributions, Fiscal Year 2013

Appendix V
CSUT Fund Distributions for Fiscal Years 2013 and 2014

Town Distribution Town Distribution Town Distribution Town Distribution
Abingdon $125,475 Culpeper $127,226 Lebanon $83,889 Saint Charles $1,448
Accomac 5,569 Damascus 25,745 Leesburg 2,241,021 Saint Paul 24,974
Alberta 12,626 Dayton 26,408 Louisa 7,424 Saltville 49,865
Altavista 42,098 Dillwyn 4,040 Lowettsville 13,830 Scottsville 18,325
Amherst 105,945 Drakes Branch 1,465 Luray 80,027 Shenandoah 28,853
Appalachia 41,010 Dublin 96,137 Marion 134,967 Smithfield 245,203
Appomattox 6,549 Dumfries 193,860 McKenney 9,436 South Boston 810,045
Ashland 282,841 Edinburg 10,151 Melfa 4,252 South Hill 183,783
Berryville 96,735 Elkton 54,594 Middleburg 46,948 Stanardsville 3,888
Big Stone Gap 198,077 Farmville 541,368 Middletown 14,853 Stanley 17,220
Blacksburg 1,279,548 Fincastle 2,939 Mineral 1,864 Stephens City 28,302
Blackstone 18,464 Floyd 481 Monterey 7,134 Strasburg 86,298
Bluefield 45,188 Fries 13,232 Montross 14,442 Stuart 3,285
Boones Mill 3,467 Front Royal 176,398 Mount Jackson 23,227 Tappahannock 65,646
Bowling Green 42,241 Gate City 40,937 Narrows 46,038 Tazewell 28,532
Boyce 2,575 Glade Spring 30,092 New Castle 2,410 Timbenville 33,932
Boydton 15,542 Glasgow 21,684 New Market 53,172 Troutville 2,306
Boykins 3,775 Gordonsuville 31,549 Newsoms 1,331 Urbanna 3,753
Bridgewater 94,494 Goshen 7,841 Nickelsville 1,599 Victoria 53,116
Broadway 49,410 Gretna 27,223 Occoquan 48,027 Vienna 1,105,906
Brodnax 10,749 Grottoes 35,848 Onancock 101,693 Vinton 352,072
Brookneal 19,227 Grundy 20,514 Onley 4,343 Wachapreague 2,627
Buchanan 2,969 Halifax 105,937 Orange 183,007 Wakefield 18,386
Burkeville 1,838 Hamilton 17,051 Painter 2,527 Warrenton 558,007
Cape Charles 48,833 Haymarket 130,290 Parksley 22,286 Warsaw 48,790
Cedar Bluff 39,121 Haysi 15,356 Pearisburg 25,554 Washington 3,801
Charlotte Court House 2,596 Herndon 1,784,864 Pembroke 8,079 Waverly 33,092
Chase City 54,754 Hillsville 19,062 Pennington Gap 48,768 Weber City 23,539
Chatham 77,058 Honaker 16,076 Phenix 1,439 West Point 89,584
Chilhowie 44,196 Hurt 24,627 Pocahontas 18,680 White Stone 3,424
Chincoteague 176,242 Independence 35,571 Port Royal 3,996 Windsor 69,148
Christiansburg 918,799 Iron Gate 16,656 Pound 34,002 Wise 111,614
Clarksville 36,394 Inington 2,566 Pulaski 470,179 Woodstock 97,394
Cleveland 1,742 Ivor 1,929 Purcellville 166,823 Wytheville 442,232
Clifton 6,051 Jarratt 4,794 Quantico 29,369

Clifton Forge 97,338 Jonesville 20,783 Remington 19,582 Total Towns $17,170,130
Clintwood 75,619 Kenbridge 32,585 Rich Creek 8,114 Total Counties $244,617,376
Coeburn 47,811 Keysuville 2,453 Ridgeway 20,002 Total Cities $171,716,566
Colonial Beach 210,360 Kilmarnock 78,926 Rocky Mount 202,646

Courtland 6,159 La Crosse 12,660 Round Hill 14,472 Aggregate $433,504,072
Crewe 43,923 Lawrenceuville 53,631 Rural Retreat 41,335

Department of Taxation A-V December 11, 2015



CSUT Fund Distributions, Fiscal Year 2014

Appendix V
CSUT Fund Distributions for Fiscal Years 2013 and 2014

County Distribution County Distribution County Distribution City Distribution

Accomack $1,026,284 Halifax $1,159,887 Scott $773,920 Manassas Park $730,016

Albemarle 4,622,946 Hanover 4,969,833 Shenandoah 1,190,707 Martinsville 907,371

Alleghany 413,397 Henrico 13,125,286 Smyth 587,531 Newport News 11,628,359

Amelia 253,464 Henry 2,317,801 Southampton 556,197 Norfolk 21,857,487

Ambherst 1,263,487 Highland 75,332 Spotsylvania 4,704,260 Norton 210,726

Appomattox 562,361 Isle of Wight 1,329,969 Stafford 5,784,031 Petersburg 1,835,555

Arlington 7,501,814 James City 1,701,639 Surry 51,295 Poquoson 411,633

Augusta 2,495,230 King and Queen 175,292 Sussex 174,964 Portsmouth 8,286,930

Bath 115,221 King George 386,247 Tazewell 600,700 Radford 744,824

Bedford 1,911,648 King William 357,792 Warren 889,060 Richmond City 20,475,380

Bland 104,315 Lancaster 330,625 Washington 1,613,430 Roanoke City 6,940,564

Botetourt 714,157 Lee 420,210 Westmoreland 635,258 Salem 1,066,735

Brunswick 417,944 Loudoun 11,609,949 Wise 1,002,292 Staunton 1,395,691

Buchanan 842,935 Louisa 346,994 Wythe 761,242 Suffolk 3,496,495

Buckingham 422,693 Lunenburg 205,995 York 1,312,727 Virginia Beach 26,071,764
Total Counties $235,664,701

Campbell 1,389,880 Madison 579,794 Waynesboro 1,295,277

Caroline 783,203 Mathews 447,729 Williamsburg 717,508

Carroll 1,009,648 Mecklenburg 575,802 Winchester 2,132,974

Charles City 154,381 Middlesex 438,249

Charlotte 128,235 Montgomery 1,016,523 Total Cities $165,336,647
City Distribution

Chesterfield 14,533,357 Nelson 472,927 Alexandria $10,788,439

Clarke 428,655 New Kent 595,095 Bristol 605,173

Craig 115,221 Northampton 506,989 Buena Vista 314,637

Culpeper 2,030,965 Northumberland 381,715 Charlottesville 3,196,411

Cumberland 381,978 Nottoway 346,714 Chesapeake 11,871,908

Dickenson 492,537 Orange 1,429,100 Colonial Heights 694,635

Dinwiddie 920,340 Page 488,544 Covington 309,963

Essex 351,496 Patrick 487,79 Danville 3,213,753

Fairfax 78,933,805 Pittsylvania 2,266,627 Emporia 266,387

Fauquier 2,889,832 Powhatan 859,596 Fairfax City 2,268,808

Floyd 619,206 Prince Edward 310,773 Falls Church 858,268

Fluvanna 836,358 Prince George 1,272,125 Franklin City 554,495

Franklin 2,216,009 Prince William 19,337,496 Fredericksburg 1,776,692

Frederick 1,347,858 Pulaski 822,277 Galax 233,198

Giles 252,574 Rappahannock 346,238 Hampton 9,132,557

Gloucester 1,525,570 Richmond 306,947 Harrisonburg 1,615,192

Goochland 853,600 Roanoke 3,933,244 Hopewell 841,883

Grayson 379,969 Rockbridge 930,937 Lexington 320,918

Greene 491,798 Rockingham 1,590,278 Lynchburg 3,386,571

Greensuville 176,912 Russell 859,439 Manassas 2,881,468
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Appendix V
CSUT Fund Distributions for Fiscal Years 2013 and 2014

CSUT Fund Distributions, Fiscal Year 2014

Town Distribution Town Distribution Town Distribution Town Distribution
Abingdon $120,917 Courtland $5,935 La Crosse $12,200 Round Hill $13,946
Accomac 5,367 Crewe 42,327 Lawrenceville 51,683 Rural Retreat 39,834
Alberta 12,167 Culpeper 122,602 Lebanon 80,838 Saint Charles 1,395
Altavista 40,569 Damascus 24,810 Leesburg 2,159,594 Saint Paul 24,066
Ambherst 102,097 Dayton 25,449 Louisa 7,155 Saltville 48,054
Appalachia 39,520 Dillwyn 3,893 Lowettsville 13,328 Scottsville 17,659
Appomattox 6,311 Drakes Branch 1,412 Luray 77,120 Shenandoah 27,805
Ashland 272,564 Dublin 92,645 Marion 130,064 Smithfield 236,293
Bedford 140,704 Dumfries 186,815 McKenney 9,093 South Boston 780,614
Berryville 93,221 Edinburg 9,782 Melfa 4,097 South Hill 177,104
Big Stone Gap 190,879 Elkton 52,610 Middleburg 45,243 Stanardsville 3,747
Blacksburg 1,233,058 Farmville 521,696 Middletown 14,314 Stanley 16,594
Blackstone 17,790 Fincastle 2,832 Mineral 1,796 Stephens City 27,274
Bloxom 10,879 Floyd 464 Monterey 6,875 Strasburg 83,163
Bluefield 43,547 Fries 12,752 Montross 13,917 Stuart 3,166
Boones Mill 3,341 Front Royal 169,990 Mount Jackson 22,383 Tappahannock 63,261
Bowling Green 40,707 Gate City 39,447 Narrows 44,366 Tazewell 27,496
Boyce 2,481 Glade Spring 28,999 New Castle 2,322 Timbenville 32,700
Boydton 14,978 Glasgow 20,896 New Market 51,240 Troutville 2,222
Boykins 3,638 Gordonsville 30,403 Newsoms 1,282 Urbanna 3,617
Bridgewater 91,062 Goshen 7,553 Nickelsville 1,541 Victoria 51,186
Broadnax 10,358 Gretna 26,234 Occoquan 46,280 Vienna 1,065,725
Broadway 47,615 Grottoes 34,546 Onancock 97,999 Vinton 339,279
Brookneal 18,528 Grundy 19,769 Onley 4,185 Wachapreague 2,531
Buchanan 2,861 Halifax 102,088 Orange 176,357 Wakefield 17,718
Burkeville 1,771 Hamilton 16,431 Painter 2,435 Warrenton 537,731
Cape Charles 47,057 Haymarket 125,558 Parksley 21,477 Warsaw 47,018
Cedar Bluff 37,699 Haysi 14,798 Pearisburg 24,626 Washington 3,663
Charlotte Court House 2,502 Herndon 1,720,010 Pembroke 7,785 Waverly 31,890
Chase City 52,765 Hillsville 18,369 Pennington Gap 46,997 Weber City 22,684
Chatham 74,259 Honaker 15,492 Phenix 1,387 West Point 86,329
Chilhowie 42,590 Hurt 23,732 Pocahontas 18,002 White Stone 3,300
Chincoteague 169,837 Independence 34,279 Port Royal 3,851 Windsor 66,633
Christiansburg 885,414 Iron Gate 16,051 Pound 32,764 Wise 107,560
Clarksville 35,072 Inington 2,473 Pulaski 453,093 Woodstock 93,856
Wytheville 426,164
Cleveland 1,676 Ivor 1,859 Purcellville 160,761
Clifton 5,831 Jarratt 4,619 Quantico 28,302 Total Towns $16,697,839
Clifton Forge 93,802 Jonesyille 20,028 Remington 18,871 Total Counties $235,664,701
Clintwood 72,869 Kenbridge 31,398 Rich Creek 7,819 Total Cities $165,336,647
Coeburn 46,074 Keysuille 2,364 Ridgeway 19,276
Colonial Beach 202,719 Kilmarnock 76,059 Rocky Mount 195,282 Aggregate $417,699,187
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