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A BILL to amend and reenact 88 15.2-1104.1, as it shall become effective, 58.1-320, 58.1-321,
58.1-324, 58.1-602, 58.1-603, 58.1-604, 58.1-608.3, 58.1-609.1, 58.1-610, as it shall become
effective, 58.1-612, 58.1-615, 58.1-623, 58.1-627, 58.1-628, 58.1-629, 58.1-638, 58.1-901, 58.1-1720,
58.1-3510.1, 58.1-3510.3, as it shall become effective, and 58.1-3818, as it shall become effective
and as it may become effective, of the Code of Virginia; and to repeal 88 58.1-322, 58.1-322.2,
58.1-331 through 58.1-339.10, 58.1-608.1, 58.1-609.2, 58.1-609.3, 58.1-609.5, 58.1-609.6,
58.1-609.9, 58.1-609.10, as it shall become effective, 58.1-609.11, as it shall become effective,
58.1-609.13, 58.1-610.1, 58.1-611.1, and Chapter 37 (88 58.1-3700 et seq.) of Title 58.1 of the Code
of Virginia, relating to income tax; sales and use tax; estate tax; and local license taxes.

Patron—L ouderback
Referred to Committee on Finance

Be it enacted by the General Assembly of Virginia:

1. That 88 15.2-1104.1, as it will become effective, 58.1-320, 58.1-321, 58.1-324, 58.1-602, 58.1-603,
58.1-604, 58.1-608.3, 58.1-609.1, 58.1-610, as it shall become effective, 58.1-612, 58.1-615, 58.1-623,
58.1-627, 58.1-628, 58.1-629, 58.1-638, 58.1-901, 58.1-1720, 58.1-3510.1, 58.1-3510.3, as it shall
become effective, and 58.1-3818, as it shall become effective and as it may become effective, of the
Code of Virginia are amended and reenacted as follows.

§15.2-1104.1. (Effective July 1, 2004) Tax on admissions to charitable events.

A municipa corporation that generaly levies an admissions tax may, by ordinance, elect not to levy
an admissions tax on admission to an event, provided that the purpose of the event is solely to raise
money for charitable purposes and that the net proceeds derived from the event will be transterred to an
entity or entities that are exempt from sales and use tax pursuant to §58.1-609.41,

§58.1-320. Imposition of tax.

A. For taxable years beginning January 1, 1990, through December 31, 2004, a tax is hereby
annually imposed on the Virginia taxable income for each taxable year of every individual as follows:

Two percent on income not exceeding $3,000;

Three percent on income in excess of $3,000, but not in excess of $5,000;

Five percent on income i excess of $5,000; but not in excess of $12.000 for taxable years beginning

Five percent on icome in excess of $5,000 but not in excess of $14,000 for taxable years beginning
Janua#y 4; 1987, through December 31; 1987

Five percent on income in excess of $5,000 but not in excess of $15,000 for taxable years beginning
January L 1988; through Decamber 3% 1988;

Five percent on icome in excess of $5,000 but not in excess of $16,000 for taxable years beginning
January 1; 1989; through December 31; 1989;

Five percent on income in excess of $5,000 but not in excess of $17,000 fer taxable years beginning
Jandary 4; 19906;

Five and three-guarters percent on tacome H exeess of $12.000 for taxable years beghnning betere

Five and three-guarters percent on income i excess of $14,000 for taxable years beginning January
1; 1987, through December 31, 1987

Five and three-guarters percent on income i excess of $15,000 for taxable years beginning January
4; 1988; through December 31; 1988:

Five and three-guarters percent on income in excess of $16,000 for taxable years beginning January
1; 1989; through December 31; 1989; and

Five and three-quarters percent on income in excess of $17,000 for taxable years beginning on and
after January L, 1990.

B. For taxable years beginning on or after January 1, 2005, a tax is hereby annually imposed on the
Virginia taxable income for each taxable year of every individual as follows:

Three and one-half percent on income in excess of $15,000, but not in excess of $25,000;

Four percent on income in excess of $25,000, but not in excess of $30,000;

Five and one-half percent on income in excess of $30,000, but not in excess of $50,000; and

Sx and one-quarter percent on income in excess of $50,000.
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§58.1-321. Exemptions and exclusions.

A. No tax levied pursuant to § 58.1-320 is imposed, nor any return required to be filed by:

1. A single individual where the Virginia adjusted gross income for such taxable year is less than
$3,000 for taxable years beginning before January 1, 1987; and less than $5,000 for taxable years
beginning en and after January 1, 1987, through December 31, 2004;

2. An individual and spouse i their combined Virginia adjusted gross income for such taxable year
is less than $3.000 for taxable years beginning before January 1; 1987 and less than $8,000 for taxable
years beginning en and after January 1, 1987, through December 31, 2004, (or one-half of such amount
in the case of a married individua filing a separate return).

For the purposes of this sectien subsection "Virginia adjusted gross income" means federal adjusted
gross income for the taxable years with the modifications specified in 8§ 58.1-322 B, § 58.1-322 C and
the additional deductions allowed under §58.1-322 D 2 b and D 5.

B. No tax levied pursuant to 8§ 58.1-320 is imposed, nor any return required to be filed by:

1. A single individual where the Virginia taxable income for such taxable year is $15,000 or less
beginning on or after January 1, 2005;

2. An individual and spouse if their combined Virginia taxable income for such taxable year is
$30,000 or less for taxable years beginning on or after January 1, 2005, (or one-half of such amount in
the case of a married individual filing a separate return).

For the purposes of this subsection "Virginia taxable income" means federal adjusted gross income
for the taxable years minus (i) income derived from obligations, or on the sale or exchange of
obligations, of the United States and on obligations or securities of any authority, commission or
instrumentality of the United Sates to the extent exempt from state income taxes under the laws of the
United States including, but not limited to, stocks, bonds, treasury hills, and treasury notes, but not
including interest on refunds of federal taxes, interest on equipment purchase contracts, or interest on
other normal business transactions; and (ii) benefits received under Title Il of the Social Security Act
and other benefits subject to federal income taxation solely pursuant to § 86 of the Internal Revenue
Code.

B C. Persons in the armed forces of the United States stationed on military or naval reservations
within Virginia who are not domiciled in Virginia shall not be held liable to income taxation for
compensation received from military or naval service.

§ 58.1-324. Husband and wife.

A. If the federal taxable income of husband or wife is determined on a separate federal return, their
Virginia taxable incomes shall be separately determined.

B. If the federa taxable income of husband and wife is determined on a joint federa return, or if
neither files a federa return:

1. Their tax shall be determined on their joint Virginia taxable income; or

2. Separate taxes may be determined on their separate Virginia taxable incomes if they so elect.

C. WhereFor taxable years ending on or before December 31, 2004, when husband and wife have
not separately reported and claimed items of income, exemptions and deductions for federal income tax
purposes, and have not elected to file a joint Virginia income tax return, such items alowable for
Virginia income tax purposes shall be alocated and adjusted as follows:

1. Income shall be allocated to the spouse who earned the income or with respect to whose property
the income is attributable.

2. Allowable deductions with respect to trade, business, production of income, or employment shall
be allocated to the spouse to whom attributable.

3. Nonbusiness deductions, where properly taken for federal income tax purposes, shall be alowable
for Virginia income tax purposes, but shall be allocable between husband and wife as they may mutually
agree. For this purpose, "nonbusiness deductions' consist of allowable deductions not described in
subdivision 2 of this subsection.

4. Where the standard deduction or low income allowance is properly taken pursuant to subdivision
D 1 a of § 58.1-322 such deduction or alowance shall be alocable between husband and wife as they
may mutually agree.

5. Personal exemptions properly alowable for federal income tax purposes shall be allocated for
Virginia income tax purposes as husband and wife may mutually agree; however, exemptions for
taxpayer and spouse together with exemptions for old age and blindness must be allocated respectively
to the spouse to whom they relate.

D. For taxable years beginning on or after January 1, 2005, when husband and wife have not
separately reported and claimed items of income, exemptions and deductions for federal income tax
purposes, and have not elected to file a joint Virginia income tax return, such items allowable for
Virginia income tax purposes shall be allocated and adjusted as follows:

1. Income shall be allocated to the spouse who earned the income or with respect to whose property
the income is attributable.
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2. Allowable deductions in accordance with the provisions of subsection B of § 58.1-321 with respect
to social security income and income earned on obligations of the federal government included in
federal adjusted gross income shall be allocated to the spouse to whom attributable.

3. Allowable deductions with respect to trade, business, production of income, or employment shall
be allocated to the spouse to whom attributable.

4. Nonbusiness deductions, where properly taken for federal income tax purposes, shall be allowable
for Virginia income tax purposes, but shall be allocable between husband and wife as they may
mutually agree. For this purpose, "nonbusiness deductions’ consist of allowable deductions not
described in subdivision 3 of this subsection.

BE. Where dlocations are permitted to be made under subseetion subsections C or D pursuant to
agreement between husband and wife, and husband and wife have failed to agree as to those allocations,
such allocations shall be made between husband and wife in a manner corresponding to the treatment
for federal income tax purposes of the items involved, under regulations prescribed by the Department
of Taxation.

§58.1-602. Definitions.

As used in this chapter, unless the context clearly shows otherwise, the term or phrase:

“Advertistng” means the planning; creating, of placihg of advertisng W Pewspapers, magazines;
MWWM%%WW%W@WW
graphic design, mechanical art; photography and production supervision. ARy person providing
advertising as defined herein shall be deemed to be the user or econsumer of all tangible personal
pFepeFty purehased for use i sueh advertising:

transmission and distribution eguipment means; bot s pet Hmited to; production;
d@nbuﬂenmde%equm%used@p%e%&eee%seme&ss&ehaseempu&qand
communications equipment and software used for storing, processing and retrieving end-user subscribers

"Business' includes any activity engaged in by any person, or caused to be engaged in by him, with
the object of gain, benefit or advantage, either directly or indirectly.

"Cost price” means the actual cost of an item or article of tangible personal property computed in the
same manner as the sales price as defined in this section without any deductions therefrom on account
of the cost of materials used, labor, or service costs, transportation charges, or any expenses whatsoever.

%W%a%w%%%d&gﬁwmm%m
one customer. The combining of two or more prewritten programs does not constitute a ecustom
computer programt A prewritten program that s modidied to any degree remains a prewritten program
and does not hecome custom:

"Distribution” means the transfer or delivery of a service or tangible personal property for use,
consumption, or storage by the distributee, and the use, consumption, or storage of a service or tangible
personal property by a person who has processed, manufactured, refined, or converted such service or
property, but does not include the transfer or delivery of tangible persona property for resale or any
use, consumption, or storage otherwise exempt under this chapter.

"Gross proceeds’ means the charges made or voluntary contributions received for the lease or rental
of tangible personal property or for furnishing services, computed with the same deductions, where
applicable, as for sales price as defined in this section over the term of the lease, rental, service, or use,
but not less frequently than monthly.

"Gross sales’ means the sum total of all retail sales of tangible persona property or services as
defined in this chapter, without any deduction, except as provided in this chapter. "Gross sales' shall not
include the federal retailers excise tax or the federa diesel fuel excise tax imposed in § 4091 of the
Internal Revenue Code if the excise tax is billed to the purchaser separately from the selling price of the
article, or the Virginia retail sales or use tax, or any sales or use tax imposed by any county or city
under § 58.1-605 or § 58.1-606.

"Import" and "imported" are words applicable to services or tangible personal property imported into
this Commonwealth from other states as well as from foreign countries, and "export" and "exported” are
words applicable to services or tangible personal property exported from this Commonwealth to other
states as well as to foreign countries.

"In this Commonwealth" or "in the Commonwealth” means within the limits of the Commonwealth
of Virginia and includes all territory within these limits owned by or ceded to the United States of
America.

"Internet” means collectively, the myriad of computer and telecommunications facilities, which
comprise the interconnected world-wide network of computer networks.

"Internet service' means a service that enables users to access proprietary and other content,
information electronic mail, and the Internet as part of a package of services sold to end-user
subscribers.
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"Lease or renta” means the leasing or renting of a service or tangible persona property and the
possession or use thereof by the lessee or renter for a consideration, without transfer of the title to such
service or property.

"Manufacturing, processing, refining, or conversion” includes the production line of the plant starting
with the handling and storage of raw materials at the plant site and continuing through the last step of
production where the product is finished or completed for sale and conveyed to a warehouse at the
production site, and also includes equipment and supplies used for production line testing and quality
control. The term "manufacturing” shall also include the necessary ancillary activities of newspaper and
magazine printing when such activities are performed by the publisher of any newspaper or magazine
for sale daily or regularly at average intervals not exceeding three months.

The determination whether any manufacturing, mining, processing, refining or conversion activity is
industrial in nature shall be made without regard to plant size, existence or size of finished product
inventory, degree of mechanization, amount of capital investment, number of employees or other factors
relating principally to the size of the business. Further, "industrial in nature' shall include, but not be
limited to, those businesses classified in codes 10 through 14 and 20 through 39 published in the
Standard Industrial Classification Manual for 1972 and any supplements issued thereafter.

“Moddtar buHding” means, but shall net be Hmited to, single and multfamily heuses;, apartment
uhits; commercial buHdings; and permanent additions thereof; comprised of one or more sections that are
ntended 1o become real property; primarty constructed at a tocation other than the permanent site; buil
mwmm%m@m%mwawgp@mwm
Virginia Department of Housing and Community Development; and shipped with most permanent
compenents in place to the site of final assembly. For purpeoses of this chapter; a modular building shalt
pot include a mobile office as defined ih §-58:1-2401 or any mandfactured building subject to and
certified under the provisions of the Nattenal Mandtactured Heusing Censtruction and Safety Standards
Act of 1974 (42 U.S.C. 85401 e seq.)

“Modular buiding manufacturer” means a person of corporation who owns or operates a
manufacturing facility and is engaged in the fabrication; construction and assembling of building
supphies and materials into modular buildings; as defined in this section; at a tocation other than at the
site where the modudlar building will be assembled on the permanent foundation and may of may het be
engaged i the proeess of affixing the modules to the foundation at the permanent site.

“Modular butding retalter” means any person who purchases or acquires a modular butlding from a
modular building manufacturer; or from another person; for subsequent sale to a customer residing
within or outside of the Commonwealth; with or without installation of the modular building to the
ieunelaﬂen at the permanent sPée

"Motor vehicle" means a "motor vehicle" as defined in § 58.1-2401, taxable under the provisions of
the Virginia Motor Vehicles Sales and Use Tax Act (8§ 58.1-2400 et seq.) and upon the sale of which al
applicable motor vehicle sales and use taxes have been paid.

"Occasional sale' means a sale of a service or tangible personal property not provided, held, or used
by a seller in the course of an activity for which he is required to hold a certificate of registration,
including the sale or exchange of all or substantially all the assets of any business and the reorganization
or liquidation of any business, provided such sale or exchange is not one of a series of sales and
exchanges sufficient in number, scope and character to constitute an activity requiring the holding of a
certificate of registration.

"Open video system” means an open video system adthorized pursdant to 47 U.S.C. § 573 and; for
purposes of this chapter only; shall also include nternet service regardiess of whether the provider of
sueh service is also a telephone commeon carrier

"Person” includes any individual, firm, copartnership, cooperative, nonprofit membership corporation,
joint venture, association, corporation, estate, trust, business trust, trustee in bankruptcy, receiver,
auctioneer, syndicate, assignee, club, society, or other group or combination acting as a unit, body
politic or political subdivision, whether public or private, or quasi-public, and the plural of such term
shall mean the same as the smgular

“Prewritten program™ means a computer program that is prepared; held or existing for general or
repeated sale or lease; including a computer program developed for in-house use and subsequently sold
oF Jreaseel to unrelated third parties:

"Retall sale" or a "sde at retail" means a sale to any person for any purpose other than for resale in
the form of tangible persona property or services taxable under this chapter, and shall include any such
transaction as the Tax Commissioner upon investigation finds to be in lieu of a sale. All saes for resde
must be made in strict compliance with regulations applicable to this chapter. Any dealer making a sale
for resale which is not in strict compliance with such regulations shall be personally liable for payment
of the tax.

The terms "retail sale" and a "sde at retail" shall specifically include the following: (i) the sale or
charges for any room or rooms, lodgings, or accommodations furnished to transients for less than ninety
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continuous days 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; and (ii) sales of tangible persona property to persons for resale when because of the
operation of the business, or its very nature, or the lack of a place of business in which to display a
certificate of registration, or the lack of a place of business in which to keep records, or the lack of
adequate records, or because such persons are minors or transients, or because such persons are engaged
in essentially service businesses, or for any other reason there is likelihood that the Commonwealth will
lose tax funds due to the difficulty of policing such business operations. The Tax Commissioner is
authorized to promulgate regulations requiring vendors of or sellers to such persons to collect the tax
imposed by this chapter on the cost price of such tangible personal property to such persons and may
refuse to issue certificates of registration to such persons.

The term “ransient” shall not include a purchaser of camping memberships, time-shares;
condominiums; or other similar contracts or interests that permit the use of; or constitute an interest in;
real estate;, however created or sold and whether registered with this Commonweadth or not. Further; a
purchaser of a right or Heense which entitles the purchaser to use the amenities and facilities of a
specific real estate project on an engeing basis througheut its term shall net be deemed a transient;

hewwepthatthetepmern-mepenedmvewedwie#sevenyeapsermme

The terms "retail sdle" and "sale at retail” shall not include a transfer of title to tangible personal
property after its use as toals, tooling, machinery or equipment, including dies, molds, and patterns, if (i)
at the time of purchase, the purchaser is obligated, under the terms of a written contract, to make the
transfer and (ii) the transfer is made for the same or a greater consideration to the person for whom the
purchaser manufactures goods.

"Retailer"” means every person engaged in the business of making sales at retail, or for distribution,
use, consumption, or storage to be used or consumed in this Commonwealth.

"Sale" means any transfer of title or possession, or both, exchange, barter, lease or rental, conditional
or otherwise, in any manner or by any means whatsoever, of tangible personal property and any
rendition of a taxable service for a consideration, and includes the fabrication of tangible personal
property for consumers who furnish, either directly or indirectly, the materials used in fabrication, and
the furnishing, preparing, or serving for a consideration of any tangible personal property consumed on
the premises of the person furnishing, preparing, or serving such tangible persona property. A
transaction whereby the possession of property is transferred but the seller retains title as security for the
payment of the price shall be deemed a sale.

"Sales price’ means the total amount for which tangible persona property or services are sold,
including any services that are a part of the sale, valued in money, whether paid in money or otherwise,
and includes any amount for which credit is given to the purchaser, consumer, or lessee by the dealer,
without any deduction therefrom on account of the cost of the property sold, the cost of materials used,
labor or service costs, losses or any other expenses whatsoever. "Sales price" shall not include (i) any
cash discount allowed and taken (ii) finance charges, carrying charges, service charges or interest from
credit extended on sales of tangible personal property under conditional sale contracts or other
conditional contracts providing for deferred payments of the purchase price, or (iii) separately stated
local property taxes collected. Where used articles are taken in trade, or in a series of trades as a credit
or part payment on the sale of new or used articles, the tax levied by this chapter shall be paid on the
net difference between the sales price of the new or used articles and the credit for the used articles.

"Storage” means any keeping or retention of tangible persona property for use, consumption or
distribution in this Commonwealth, or for any purpose other than sale at retail in the regular course of
business.

"Tangible personal property" means personal property which may be seen, weighed, measured, felt,
or touched, or is in any other manner perceptible to the senses. The term "tangible personal property"
shall not include stocks, bonds, notes, insurance or other obligations or securities.

"Use" means the exercise of any right or power over tangible persona property incident to the
ownership thereof, except that it does not include the sale at retail of that property in the regular course
of business. The term does not include the exercise of any right or power, including use, distribution, or
storage, over any tangible personal property sold to a nonresident donor for delivery outside of the
Commonwealth to a nonresident recipient pursuant to an order placed by the donor from outside the
Commonwealth via mail or telephone.

"Use tax" refers to the tax imposed upon the use, consumption, distribution, and storage as herein
defined.

"Used directly,” when used in relation to manufacturing, processing, refining, or conversion, refers to
those activities which are an integral part of the production of a product, including all steps of an
integrated manufacturing or mining process, but not including ancillary activities such as genera
maintenance or administration. When used in relation to mining, it shall refer to the activities specified
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above, and in addition, any reclamation activity of the land previously mined by the mining company
required by state or federal law.

Video programmer’ means a person or entity that provides video programming to end-user
subscribers.

“ideo programmings means wideo andier iafermation programiming prowvided by er general—ly
considered comparable to programming provided by a eable operator including; but net limited to;
tnternet service:

§58.1-603. Imposition of sales tax.

There is hereby levied and imposed, in addition to all other taxes and fees of every kind now
imposed by law, a license or privilege tax upon every person who engages in the business of selling at
retail er, distributing, leasing, renting, or furnishing services or tangible personal property in this
Commonwealth, er whe rents or furnishes any of the things or services taxable under this ehapter; or
who stores for use or consumption in this Commonwealth any item or article of tangible persona
property as defined in this chapter, er whe leases or rents such property within this Commenwealth; in
the amount of three and ene-half percent:

1. Of the gross sales price of each service or item or article of tangible personal property when sold
at retail or, distributed, or furnished in this Commonwealth.

2. Of the gross proceeds derived from the lease or rental of services or tangible personal property,
where the lease or rental of such services or property is an established business, or part of an
established business, or the same is incidental or germane to such business.

3. Of the cost price of each item or article of tangible personal property stored in this
Commonwealth for use or consumption in this Commonwealth.

4. Of the gross proceeds derived from the sale or charges for rooms, lodgings or accommodations
furnished to transients as set out in the definition of "retail sale" in § 58.1-602.

5. Of the gross sales of any services which are expressly stated as taxable within this chapter

§58.1-604. Imposition of use tax.

There is hereby levied and imposed, in addition to all other taxes and fees now imposed by law, a
tax upon the use or consumption of tangible personal property in this Commonwealth, or the storage of
such property outside the Commonwealth for use or consumption in this Commonwealth, in the amount
of three and ene-half percent:

1. Of the cost price of each item or article of tangible personal property used or consumed in this
Commonwealth. Tangible personal property which has been acquired for use outside this Commonwealth
and subsequently becomes subject to the tax imposed hereunder shall be taxed on the basis of its cost
price if such property is brought within this Commonwealth for use within six months of its acquisition;
but if so brought within this Commonwealth six months or more after its acquisition, such property shall
be taxed on the basis of the current market value (but not in excess of its cost price) of such property at
the time of its first use within this Commonwealth. Such tax shall be based on such proportion of the
cost price or current market value as the duration of time of use within this Commonwealth bears to the
total useful life of such property (but it shall be presumed in al cases that such property will remain
within this Commonwealth for the remainder of its useful life unless convincing evidence is provided to
the contrary).

2. Of the cost price of each item or article of tangible personal property stored outside this
Commonwealth for use or consumption in this Commonwealth.

3. A transaction taxed under § 58.1-603 shall not also be taxed under this section, nor shall the same
transaction be taxed more than once under either section.

4. The use tax shal not apply with respect to the use of any article of tangible personal property
brought into this Commonwealth by a nonresident individual, visiting in Virginia, for his personal use,
while within this Commonwealth.

5. Fhe use tax shal not apply to out-of-state mall order catalog purchases totaling $100 or less

§ 58.1-608.3. Entitlement to certain sales tax revenues.

A. As used in this section, the following words and terms have the following meanings, unless some
other meaning is plainly intended:

"Bonds' means any obligations of a municipality for the payment of money.

"Cogt," as applied to any public facility or to extensions or additions to any public facility, includes:
(i) the purchase price of any public facility acquired by the municipality or the cost of acquiring all of
the capital stock of the corporation owning the public facility and the amount to be paid to discharge
any obligations in order to vest title to the public facility or any part of it in the municipality; (ii)
expenses incident to determining the feasibility or practicability of the public facility; (iii) the cost of
plans and specifications, surveys and estimates of costs and of revenues,; (iv) the cost of al land,
property, rights, easements and franchises acquired; (v) the cost of improvements, property or
equipment; (vi) the cost of engineering, lega and other professional services; (vii) the cost of
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construction or reconstruction; (viii) the cost of all labor, materias, machinery and equipment; (ix)
financing charges; (x) interest before and during construction and for up to one year after completion of
construction; (xi) start-up costs and operating capital; (xii) payments by a municipality of its share of the
cost of any multi-jurisdictional public facility; (xiii) administrative expense; (xiv) any amounts to be
deposited to reserve or replacement funds; and (xv) other expenses as may be necessary or incident to
the financing of the public facility. Any obligation or expense incurred by the public facility in
connection with any of the foregoing items of cost may be regarded as a part of the cost.

"Municipality" means any county, city, town, authority, commission, or other public entity.

"Public facility" means (i) any auditorium, coliseum, convention center, or conference center, which
is owned by a Virginia county, city, town, authority, or other public entity and where exhibits, meetings,
conferences, conventions, seminars, or similar public events may be conducted; (ii) any hotel which is
owned by a foundation whose sole purpose is to benefit a state-supported university and which is
attached to and is an integral part of such facility, together with any lands reasonably necessary for the
conduct of the operation of such events; or (iii) any hotel which is attached to and is an integra part of
such facility. However, such public facility must be located in a city with a population of at least 24,200
but no more than 24,500 as determined by the 1990 United States Census, at least 50,000 but no more
than 52,500, at least 95,000 but no more than 105,000, or at least 130,000 but no more than 135,000.
Any property, real, personal, or mixed, which is necessary or desirable in connection with any such
auditorium, coliseum, convention center, or conference center, including, without limitation, facilities for
food preparation and serving, parking facilities, and administration offices, is encompassed within this
definition. However, structures commonly referred to as "shopping centers’ or "malls’ shal not
constitute a public facility hereunder. In addition, only a new public facility, or a public facility which
will undergo a substantial and significant renovation or expansion, shall be eligible under subsection B
of this section. A new public facility is one whose construction began after December 31, 1991. A
substantial and significant renovation entails a project whose cost is at least fifty percent of the original
cost of the facility being renovated and shall have begun after December 31, 1991. A substantial and
significant expansion entails an increase in floor space of at least fifty percent over that existing in the
preexisting facility and shall have begun after December 31, 1991.

"Sales tax revenues' means such tax collections realized under the Virginia Retail Sales and Use Tax
Act (§ 58.1-600 et seq.) of Title 58.1, as limited herein. "Sales tax revenues' does not include the

memwmm%mmmwm%%
Session of the General Assembly whieh shall be paid to the Transpertation Trust Fund as defined in
8§-33-1-23:03:%; the proportionate amount of such revenues distributed to the Transportation Trust Fund
pursuant to subsection A of 8 58.1-638 nor shall it include the ene percent of the state sales and use tax
revenye proportionate amount of such revenues distributed among the counties and cities of the
Commonwealth pursuant to subsection D of § 58.1-638 B on the basis of scheel school-age population.

B. Any municipality which has issued bonds (i) after December 31, 1991, but before January 1,
1996, (ii) on or after January 1, 1998, but before July 1, 1999, (iii) on or after January 1, 1999, but
before July 1, 2001, (iv) on or after July 1, 2000, but before July 1, 2003, or (v) on or after July 1,
2001, but before July 1, 2004, to pay the cost, or portion thereof, of any public facility shall be entitled
to al sales tax revenues generated by transactions taking place in such public facility. Such entitlement
shall continue for the lifetime of such bonds, which entitlement shall not exceed thirty years, and all
such sales tax revenues shall be applied to repayment of the bonds. The State Comptroller shall remit
such sales tax revenues to the municipality on a quarterly basis, subject to such reasonable processing
delays as may be required by the Department of Taxation to calculate the actual net sales tax revenues
derived from the public facility. The State Comptroller shall make such remittances to eligible
municipalities, as provided herein, notwithstanding any provisions to the contrary in the Virginia Retail
Sales and Use Tax Act (8 58.1-600 et seq.). No such remittances shall be made until construction is
completed and, in the case of a renovation or expansion, until the governing body of the municipality
has certified that the renovation or expansion is completed.

C. Nothing in this section shall be construed as authorizing the pledging of the faith and credit of the
Commonwealth of Virginia, or any of its revenues, for the payment of any bonds. Any appropriation
made pursuant to this section shall be made only from sales tax revenues derived from the public
facility for which bonds may have been issued to pay the cost, in whole or in part, of such public
facility.

§58.1-609.1. Exemptions.

The tax imposed by this chapter or pursuant to the authority granted in 88 58.1-605 and 58.1-606
shall not apply to the following:

1. Fuels which are subject to the tax imposed by Chapter 22 (8 58.1-2200 et seq.) of this title.
Persons who are refunded any such fuel tax shall, however, be subject to the tax imposed by this
chapter, unless such taxes would be specifically exempted pursuant to any provision of this section.
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2. Motor vehicles, trailers, semitrailers, mobile homes and travel trailers.

3. Gas, dlectricity, or water when delivered to consumers through mains, lines, or pipes.

4. Tangible personal property for use or consumption by the Commonwedth, any political
subdivision of the Commonwealth, or the United States. This exclusion shall not apply to sales and
leases to privately owned financial and other privately owned corporations chartered by the United
States. Further, this exemption shall not apply to tangible personal property which is acquired by the
Commonwealth or any of its political subdivisions and then transferred to private businesses for their
use in a facility or real property improvement to be used by a private entity or for nongovernmental
purposes other than tangible personal property acquired by the Herbert H. Bateman Advanced
Shipbuilding and Carrier Integration Center and transferred to a Qualified Shipbuilder as defined in the
third enactment of Chapter 790 of the 1998 Acts of the General Assembly.

5. Aircraft subject to tax under Chapter 15 (8 58.1-1500 et seg.) of this title.

6. Motor fuels and alternative fuels for use in a commercial watercraft upon which a fuel tax is
refunded pursuant to § 58.1-2259.

7. Sales by a government agency of the official flags of the United States, the Commonwealth of
Virginia, or of any county, city or town.

8. Materials furnished by the State Board of Elections pursuant to 88 24.2-404 through 24.2-407.

9. Watercraft as defined in 8 58.1-1401.

10. Tangible personal property used in and about a marine terminal under the supervision of the
Virginia Port Authority for handling cargo, merchandise, freight and equipment. This exemption shall
apply to agents, lessees, sublessees or users of tangible persona property owned by or leased to the
Virginia Port Authority and to property acquired or used by the Authority or by a nonstock, nonprofit
corporation that operates a marine terminal or terminals on behalf of the Authority.

11. Sales by prisoners confined in state correctiona facilities of artistic products personaly made by
the prisoners as authorized by 8 53.1-46.

12. Tangible personal property for use or consumption by the Virginia Department for the Blind and
Vision Impaired or any nominee, as defined in 8 51.5-60, of such Department.

13. [Expired.]

14. Tangible personal property sold to residents and patients of the Virginia Veterans Care Center at
a canteen operated by the Department of Veterans Services.

15. Tangible personal property for use or consumption by any nonprofit organization whose members
include the Commonwealth and other states and which is organized for the purpose of fostering
interstate cooperation and excellence in government.

16. Tangible personal property purchased for use or consumption by any soil and conservation
district which is organized in accordance with the provisions of Article 3 (8 10.1-506 et seq.) of Chapter
5 of Title 10.1.

17. (i) Industrial materials for future processing, manufacturing, refining, or conversion into articles
of tangible personal property for resale where such industrial materials either enter into the production
of or become a component part of the finished product; (ii) industrial materials that are coated upon or
impregnated into the product at any stage of its being processed, manufactured, refined, or converted
for resale; (iii) machinery or tools or repair parts therefor or replacements thereof, fuel, power, energy,
or supplies, used directly in processing, manufacturing, refining, mining or converting products for sale
or resale; (iv) materials, containers, labels, sacks, cans, boxes, drums or bags for future use for
packaging tangible personal property for shipment or sale; or (V) equipment, printing or supplies used
directly to produce a publication described in subdivision 3 of former § 58.1-609.6 whether it is
ultimately sold at retail or for resale or distribution at no cost. Machinery, tools and equipment, or
repair parts therefor or replacements thereof, shall be exempt if the preponderance of their use is
directly in processing, manufacturing, refining, mining or converting products for sale or resale. The
provisions of this subsection do not apply to the drilling, extraction, refining, or processing of ail, gas,
natural gas and coalbed methane gas.

18. Food purchased for human consumption. As used in this subsection, "food purchased for human
consumption” has the same meaning as "food" defined in the Food Samp Act of 1977, 7 U.SC. § 2012,
as amended, and federal regulations adopted pursuant to that Act, except it shall not include seeds and
plants that produce food for human consumption. For the purpose of this section, "food purchased for
human consumption” shall not include food sold by any retail establishment where the gross receipts
derived from the sale of food prepared by such retail establishment for immediate consumption on or off
the premises of the retail establishment constitute more than 80 percent of the total gross receipts of
that retail establishment, including but not limited to motor fuel purchases, regardiess of whether such
prepared food is consumed on the premises of that retail establishment. For purposes of this section,
"retail establishment” means each place of business for which any "dealer,” as defined in 8§ 58.1-612, is
required to apply for and receive a certificate of registration pursuant to § 58.1-613.

19. Services not involving an exchange of tangible personal property that provide access to or use of
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the international network of computer systems commonly known as the Internet and any other related
electronic communication service.

20. An occasional sale, as defined in § 58.1-602.

§58.1-610. (Effective July 1, 2004) Contractors.

A. Any person who contracts orally, in writing, or by purchase order, to perform construction,
reconstruction, installation, repair, or any other service with respect to real estate or fixtures thereon, and
in connection therewith to furnish tangible persona property, shall be deemed to have purchased such
tangible personal property for use or consumption. Any sale, distribution, or lease to or storage for such
person shall be deemed a sale, distribution, or lease to or storage for the ultimate consumer and not for
resale, and the dealer making the sale, distribution, or lease to or storage for such person shall be
obligated to collect the tax to the extent required by this chapter.

B. Any person who contracts to perform services in this Commonwealth and is furnished tangible
persona property for use under the contract by the person, or his agent or representative, for whom the
contract is performed, and a sales or use tax has not been paid to this Commonwealth by the person
supplying the tangible personal property, shall be deemed to be the consumer of the tangible personal
property so used, and shall pay a use tax based on the fair market value of the tangible persona
property so used, irrespective of whether or not any right, title or interest in the tangible personal
property becomes vested in the contractor. This subsection, however, shall not apply to the industrial
materials exclusion er the ether industrial exclusions set out in §%8—1—609% including those set out in
subdivisions 2; 3 and 4 thereof; the media-related exemptions set et in subdivision 2 of 5-58:1-609.6;
subdivision 17 of § 58.1-609.1 or the governmental exclusions set out in subdivision 4 of § 58.1-609.1:
the agriedltural exelusions set forth in subdivision 1 of 5-58:1-609:2; or the exelusion for baptistries set
forth in former subdivisien 2 of 558-1-609.8.

C. Any person who contracts oraly, in writing, or by purchase order to perform any service in the
nature of equipment rental, and the principal part of that service is the furnishing of equipment or
machinery which will not be under the exclusive control of the contractor, shall be liable for the sales or
use tax on the gross proceeds from such contract to the same extent as the lessor of tangible personal
property.

D. Tangible personal property incorporated in real property construction which loses its identity as
tangible personal property shall be deemed to be tangible personal property used or consumed within the
meaning of this section. Any person selling fences, venetian blinds, window shades, awnings, storm
windows and doors, locks and locking devices, floor coverings (as distinguished from the floors
themselves), cabinets, kitchen equipment, window air conditioning units or other like or comparable
items, shall be deemed to be a retailer of such items and not a using or consuming contractor with
respect to them, whether he sells to and installs such items for contractors or other customers and
whether or not such retailer fabricates such items.

E. Nothing in this section shall be construed to (i) affect or limit the resale exclusion provided for in
this chapter, or the industrial materials and other industrial exclusions set out in  §-581-609.3; the
exclusion for baptistries set out in former subdivision 2 of §58.1-609.8; or the partial exclusion for the
sale of modular buildings as set odt i1 §-58:1-610:1 subdivision 17 of § 58.1-609.1, or (ii) impose any
sales or use tax with respect to the use in the performance of contracts with the United States, this
Commonwealth, or any political subdivision thereof, of tangible personal property owned by a
governmental body which actually is not used or consumed in the performance thereof.

F. Notwithstanding the other provisions of this section, any person engaged in the business of
furnishing and installing locks and locking devices shall be deemed a retailer of such items and not a
using or consuming contractor with respect to them.

§58.1-612. Tax collectible from deders; "dealer" defined; jurisdiction.

A. The tax levied by 88 58.1-603 and 58.1-604 shall be collectible from all persons who are deadlers,
as hereinafter defined, and who have sufficient contact with the Commonwealth to qualify under
subsections B and C hereof.

B. The term "dedler," as used in this chapter, shall include every person who:

1. Manufactures or produces services or tangible persona property for sale at retail, for use,
consumption, or distribution, or for storage to be used or consumed in this Commonwealth;

2. Imports or causes to be imported into this Commonwealth services or tangible personal property
from any state or foreign country, for sale at retail, for use, consumption, or distribution, or for storage
to be used or consumed in this Commonwealth;

3. Sdlls at retail, or who offers for sale at retail, or who has in his possession for sale at retail, or for
use, consumption, or distribution, or for storage to be used or consumed in this Commonwealth, services
or tangible persona property;

4. Has sold at retail, used, consumed, distributed, furnished, or stored for use or consumption in this
Commonwealth, services or tangible personal property and who cannot prove that the tax levied by this
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chapter has been paid on the sale at retail, the use, consumption, distribution, or storage of such services
or tangible personal property;

5. Leases or rents services or tangible personal property for a consideration, permitting the use or
possession of such services or property without transferring title thereto;

6. Is the lessee or rentee of services or tangible personal property and who pays to the owner of such
services or property a consideration for the use or possession of such services or property without
acquiring title thereto;

7. As a representative, agent, or solicitor, of an out-of-state principal, solicits, receives and accepts
orders from persons in this Commonwealth for future delivery and whose principal refuses to register as
a dealer under §58.1-613; or

8. Becomes liable to and owes this Commonwealth any amount of tax imposed by this chapter,
whether he holds, or is required to hold, a certificate of registration under 8§ 58.1-613.

C. A deder shall be deemed to have sufficient activity within the Commonwealth to require
registration under § 58.1-613 if he:

1. Maintains or has within this Commonwealth, directly or through an agent or subsidiary, an office,
warehouse, or place of business of any nature;

2. Solicits business in this Commonwealth by employees, independent contractors, agents or other
representatives;

3. Advertises in newspapers or other periodicals printed and published within this Commonwealth, on
billboards or posters located in this Commonwealth, or through materials distributed in this
Commonwealth by means other than the United States mail;

4. Makes regular deliveries of tangible personal property within this Commonwealth by means other
than common carrier or regularly causes services to be rendered within this Commonwealth more than
12 times during a calendar year. A person shall be deemed to be making regular deliveries hereunder if
vehicles other than those operated by a common carrier enter this Commonweath more than twelve
times during a calendar year to deliver goods sold by him;

5. Solicits business in this Commonwealth on a continuous, regular, seasonal, or systematic basis by
means of advertising that is broadcast or relayed from a transmitter within this Commonwealth or
distributed from a location within this Commonwealth;

6. Solicits business in this Commonwesalth by mail, if the solicitations are continuous, regular,
seasonal, or systematic and if the dedler benefits from any banking, financing, debt collection, or
marketing activities occurring in this Commonwealth or benefits from the location in this
Commonwealth of authorized installation, servicing, or repair facilities;

7. Is owned or controlled by the same interests which own or control a business located within this
Commonwealth;

8. Has a franchisee or licensee operating under the same trade name in this Commonwealth if the
franchisee or licensee is required to obtain a certificate of registration under § 58.1-613; or

9. Owns tangible personal property that is rented or leased to a consumer in this Commonwealth, o
offers tangible persona property, on approva, to consumers in this Commonwealth, or rents, leases or
offers, on approval, services to consumers in this Commonwealth.

B any other provision of this section, the folowing shall not be considered to
determine whether a person who has contracted with a commercidl printer for printing iR the
Commonwealth is a “dealer and whether such person has sufficient contact with the Commenwealth to
be required to register under §58.1-613:

L. The ownership or leasing by that person of tangible or intangible property located at the Virginia
premises of the commercial printer which is used solely in connection with the printing contract with the

person:

2 The sale by that person of property of any kind printed at and shipped or distributed from the
Mirghaia premises of the commercra printer

3: Activities in connection with the printing contract with the person performed by or on behalf of
that person at the \irginia premises of the commercial printer; and

4. Activities in connection with the printing contract with the person performed by the commercial

i within Virginia for or on behalt of that

ED. In addition to the jurisdictional standards contained in subsection C of this section, nothing
contained herein {ether than subsection B) shal limit any authority which this Commonwealth may
enjoy under the provisions of federa law or an opinion of the United States Supreme Court to require
the collection of sales and use taxes by any dealer who regularly or systematically solicits sales within
this Commonwealth. Furthermere; Rething eontained i subsection © shall require any broadeaster;
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or sallers.

§58.1-615. Returns by deders.

A~ Every dealer required to collect or pay the sales or use tax shall, on or before the twentieth day
of the month following the month in which the tax shall become effective, transmit to the Tax
Commissioner a return showing the gross sales, gross proceeds, or cost price, as the case may be,
arising from all transactions taxable under this chapter during the preceding calendar month, and
thereafter a like return shall be prepared and transmitted to the Tax Commissioner by every dealer on or
before the twentieth day of each month, for the preceding calendar month. In the case of dealers
regularly keeping books and accounts on the basis of an annual period which varies fifty-two to
fifty-three weeks, the Tax Commissioner may make rules and regulations for reporting consistent with
such accounting period.

Notwithstanding any other provision of this chapter, a dealer may be required by the Tax
Commissioner to file sales or use tax returns on an accounting period less frequent than monthly when,
in the opinion of the Tax Commissioner, the administration of the taxes imposed by this chapter would
be enhanced. If a dealer is required to file other than monthly, each such return shall be due on or
before the twentieth day of the month following the close of the period. Each such return shall contain
all information required for monthly returns.

A sales or use tax return shall be filed by each registered dealer even though the dealer is not liable
to remit to the Tax Commissioner any tax for the period covered by the return.

B- & additien to the amounts reguired under the provisions of this section and 5-581-616; any
M%MW%@%WW%W@%WM
sales and purchases of $1,300,000 or greater for the twelve-month pertod beginning July 1. and ending
June 30 of the immediately preceding calendar year; shal be required to make a payment equal to 90
percent of the sales and use tax Hability for the previcus dune. Such tax payments shall be made on or
before the 30th day of June; i payment is made by electronic funds transfer; as defined in §-581-2021.
H payment is made by other than electronic funds transfer; such payment shall be made on or betore the
25th day of Jdune: For purpeoses of this provision; taxable sales or purchases shall be computed without
regard to the number of certificates of registration held by the dealer Every dealer or direct payment
permit holder shall be entitled to a credit for the payment under this subsection on the return for June of
the current year due July 20 Fhe provisions of this subsection shall net apply to persons whe are

to fHle only a Form ST-7 Consumer Yser Fax Return:

2. +h Hed of the penalties provided 1 5-581-635; except with respeet to fraudulent returns. fatre to
make a timely payment or full payment of the sales and use tax Hability as provided in this subsection
shall subject the dealer or direct payment permit holder to a penalty of six percent of the amount of tax
underpayment that should have been properly paid to the Tax Commissioner: lnterest will acerue as
provided in § 58.1-15. The payment reguired by this subsection shall become delinguent on the first day

§58.1-623. Sales or leases presumed subject to tax; exemption certificates.

A. All sales or leases are subject to the tax until the contrary is established. The burden of proving
that a sale, distribution, or lease of services or tangible personal property, or the storage of tangible
personal property is not taxable is upon the dealer unless he takes from the taxpayer a certificate to the
effect that the property is exempt under this chapter.

B. (Effective until July 1, 2004) The certificate mentioned in this section shall relieve the person
who takes such certificate from any liability for the payment or collection of the tax, except upon notice
from the Tax Commissioner that such certificate is no longer acceptable. Such certificate shall be signed
by and bear the name and address of the taxpayer; shall indicate the number of the certificate of
registration, if any, issued to the taxpayer; shall indicate the general character of the tangible personal
property sold, distributed, leased, or stored, or to be sold, distributed, leased, or stored under a blanket
exemption certificate; and shall be substantially in such form as the Tax Commissioner may prescribe. If
an exemption pertains to a nonprofit organization, other than a nonprofit church, that has qualified for a
sales and use tax exemption under 88 58.1-609.4, 58.1-609.7, 58.1-609.8, 58.1-609.9 or § 58.1-609.10,
the exemption certificate shall be valid until the scheduled expiration of the applicable provision of such
section, which expiration date shall be stated on the exemption certificate or certificate of registration
issued to the organization.

B. (Effective July 1, 2004) The certificate mentioned in this section shall relieve the person who
takes such certificate from any liability for the payment or collection of the tax, except upon notice from
the Tax Commissioner that such certificate is no longer acceptable. Such certificate shall be signed by
and bear the name and address of the taxpayer; shall indicate the number of the certificate of
registration, if any, issued to the taxpayer; shall indicate the general character of the tangible personal
property sold, distributed, leased, or stored, or to be sold, distributed, leased, or stored under a blanket
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exemption certificate; and shall be substantially in such form as the Tax Commissioner may prescribe. H
mmmmmam%e@mmmmmanmmm%qmma
sales and use tax exemption under 5 58:1-609-11; the exemption certificate shall be valid until the
scheduled expiration date stated on the exemption certificate.

C. If a taxpayer who gives a certificate under this section makes any use of the property other than
an exempt use or retention, demonstration, or display while holding the property for resale, distribution,
or lease in the regular course of business, such use shall be deemed a taxable sale by the taxpayer as of
the time the property or service is first used by him, and the cost of the property to him shal be
deemed the sales price of such retail sde. If the sole use of the property other than retention,
demonstration, or display in the regular course of business is the rental of the property while holding it
for sale, distribution, or lease, the taxpayer may elect to pay the tax on the amount of the rental charged,
rather than the cost of the property to him.

D. If ataxpayer gives a certificate under this section with respect to the purchase of fungible goods
and thereafter commingles these goods with other fungible goods not so purchased, but of such
similarity that the identity of the constituent goods in the commingled mass cannot be determined, sales
or distributions from the mass of commingled goods shall be deemed to be sales or distributions of the
goods so purchased until a quantity of commingled goods equal to the quantity of purchased goods so
commingled has been sold or distributed.

§58.1-627. Bracket system for tax at rate of three and ene-half percent.

The felloewing Tax Commissioner shall prepare brackets of prices that shall be used for the
collection of the tax imposed by this chapter: on sales of less than five dollars.
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On transactions over five dollars, the tax shall be computed at three and ene-half percent, one-half
cent or more being treated as one cent. If a dealer can show to the satisfaction of the Tax Commissioner
that more than eighty-five percent of the total dollar volume of his gross taxable sales during the taxable
month was from individual sales at prices of ten cents or less each, and that he was unable to adjust his
prices in such manner as to prevent the economic incidence of the sales tax from falling on him, the
Tax Commissioner shall determine the proper tax liability of the dealer based on that portion of the
deadler's gross taxable sales which was from sales at prices of eleven cents or more.

§ 58.1-628. Bracket system for combined state and local tax.

The felewing Tax Commissioner shall prepare brackets of prices that shall be used for the
collection of the combined state and local tax: on sales less than five dollars.

$0-00 to $011 ro—t-ax
—12 to —33 1¢—tax
34 to 55 26—t ax
56 to —7 3¢—tax
—8 to —99 4¢—tax
100 to 1 22 5¢ tax
123 to 144 6¢—tax
145 to 166 7¢—tax
167 to 188 8¢ —tax
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On transactions over five dollars, the tax shall be computed at four and ene-half percent, one half
cent or more being treated as one cent. The foregoing bracket system shall not relieve the dealer from
the duty and liability to remit an amount equal to four and one-half percent of his gross taxable sales as
provided in this chapter. If the dealer, however, can show to the satisfaction of the Tax Commissioner
that more than eighty-five percent of the total dollar volume of his gross taxable sales during the taxable
month was from individual sales at prices of ten cents or less each and that he was unable to adjust his
prices in such manner as to prevent the economic incidence of the sales tax from falling on him, the
Tax Commissioner shall determine the proper tax liability of the dealer based on that portion of the
dealer's gross taxable sales which was from sales at prices of eleven cents or more.

§58.1-629. Sale of business.

If any dedler liable for any tax, penalty, or interest levied hereunder sells out his business or stock of
goods or quits the business, he shall make a final return and payment within fifteen days after the date
of sdling or quitting the business. His successors or assigns, if any, shall withhold sufficient of the
purchase money to cover the amount of such taxes, penalties, and interest due and unpaid until such
former owner produces a receipt from the Tax Commissioner showing that they have been paid or a
certificate stating that no taxes, penalties, or interest is due. If the purchaser of a business or stock of
goods fails to withhold the purchase money as above provided, he shall be personadly liable for the
payment of the taxes, penalties, and interest due and unpaid on account of the operation of the business
by any former owner. Nething herein shall be deemed to qualify or lmit the exemption as to sueh a
sale as is covered by sdbdivision 2 of §58.1-609.10.

§ 58.1-638. Disposition of state sales and use tax revenue; Transportation Trust Fund; localities
share; Game Protection Fund.

A. The Comptroller shall designate a specific revenue code number for all the state sales and use tax
revenue collected under the preceding sections of this chapter.

1. Fhe Until July 1, 2004, sales and use tax revenue generated by the one-half percent sales and use
tax increase enacted by the 1986 Special Session of the General Assembly shall be paid, in the manner
hereinafter provided in this section, to the Transportation Trust Fund as defined in § 33.1-23.03:1.
Beginning July 1, 2004, of the total state sales and use tax revenue generated annually, 10.75 percent
shall be paid, in the manner hereinafter provided in this section, to the Transportation Trust Fund as
defined in § 33.1-23.03:1. Of the funds paid to the Transportation Trust Fund, an aggregate of 4.2
percent shall be set aside as the Commonwealth Port Fund as provided in this section; an aggregate of
2.4 percent shall be set aside as the Commonwealth Airport Fund as provided in this section; and an
aggregate of 14.5 percent in fiscal year 1998-1999 and 14.7 percent in fiscal year 1999-2000 and
thereafter shall be set aside as the Commonwealth Mass Transit Fund as provided in this section. The
Fund's share of such net revenue shall be computed as an estimate of the net revenue to be received into
the state treasury each month, and such estimated payment shall be adjusted for the actual net revenue
received in the preceding month. All payments shall be made to the Fund on the last day of each
month.

2. There is hereby created in the Department of the Treasury a special nonreverting fund which shall
be a part of the Transportation Trust Fund and which shall be known as the Commonwealth Port Fund.

a. The Commonwealth Port Fund shall be established on the books of the Comptroller and the funds
remaining in such Fund at the end of a biennium shall not revert to the general fund but shall remain in
the Fund. Interest earned on such funds shall remain in the Fund and be credited to it. Funds may be
paid to any authority, locality or commission for the purposes hereinafter specified.

b. The amounts alocated pursuant to this section shall be allocated by the Commonwealth
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Transportation Board to the Board of Commissioners of the Virginia Port Authority to be used to
support port capital needs and the preservation of existing capital needs of al ocean, river, or tributary
ports within the Commonwealth.

¢. Commonweadth Port Fund revenue shall be allocated by the Board of Commissioners to the
Virginia Port Authority in order to foster and stimulate the flow of maritime commerce through the
ports of Virginia, including but not limited to the ports of Richmond, Hopewell and Alexandria.

3. There is hereby created in the Department of the Treasury a special nonreverting fund which shall
be part of the Transportation Trust Fund and which shall be known as the Commonwealth Airport Fund.
The Commonwealth Airport Fund shall be established on the books of the Comptroller and any funds
remaining in such Fund at the end of a biennium shall not revert to the general fund but shall remain in
the Fund. Interest earned on the funds shall be credited to the Fund. The funds so allocated shall be
alocated by the Commonwealth Transportation Board to the Virginia Aviation Board. The funds shall
be dlocated by the Virginia Aviation Board to any Virginia airport which is owned by the
Commonwealth, a governmental subdivision thereof, or a private entity to which the public has access
for the purposes enumerated in § 5.1-2.16, or is owned or leased by the Metropolitan Washington
Airports Authority (MWAA), as follows:

Any new funds in excess of $12.1 million which are available for allocation by the Virginia Aviation
Board from the Commonwealth Transportation Fund, shall be allocated as follows: sixty percent to
MWAA, up to a maximum annual amount of two million dollars, and forty percent to air carrier airports
as provided in subdivision A 3 a. Except for adjustments due to changes in enplaned passengers, no air
carrier airport sponsor, excluding MWAA, shall receive less funds identified under subdivision A 3 a
than it received in fiscal year 1994-1995.

Of the remaining amount:

a Forty percent of the funds shall be allocated to air carrier airports, except airports owned or leased
by MWAA, based upon the percentage of enplanements for each airport to total enplanements at all air
carrier airports, except airports owned or leased by MWAA. No air carrier airport sponsor, however,
shall receive less than $50,000 nor more than $2 million per year from this provision.

b. Forty percent of the funds shall be allocated by the Aviation Board for air carrier and reliever
airports on a discretionary basis, except airports owned or leased by MWAA.

c. Twenty percent of the funds shall be alocated by the Aviation Board for general aviation airports
on a discretionary basis.

4. There is hereby created in the Department of the Treasury a special nonreverting fund which shall
be a part of the Transportation Trust Fund and which shall be known as the Commonwealth Mass
Transit Fund.

a. The Commonwealth Mass Transit Fund shall be established on the books of the Comptroller and
any funds remaining in such Fund at the end of the biennium shall not revert to the genera fund but
shall remain in the Fund. Interest earned on such funds shall be credited to the Fund. Funds may be
paid to any local governing body, transportation district commission, or public service corporation for
the purposes hereinafter specified.

b. The amounts allocated pursuant to this section shall be used to support the public transportation
administrative costs and the costs borne by the locality for the purchase of fuels, lubricants, tires and
maintenance parts and supplies for public transportation at a state share of eighty percent in 2002 and
ninety-five percent in 2003 and succeeding years. These amounts may be used to support up to
ninety-five percent of the local or nonfedera share of capital project costs for public transportation and
ridesharing equipment, facilities, and associated costs. Capital costs may include debt service payments
on local or agency transit bonds. The term "borne by the locality" means the local share eligible for
state assistance consisting of costs in excess of the sum of fares and other operating revenues plus
federal assistance received by the locality.

c. Commonwealth Mass Transit Fund revenue shall be allocated by the Commonwealth
Transportation Board as follows:

(1) Funds for special programs, which shall include ridesharing, experimental transit, and technical
assistance, shall not exceed 1.5 percent of the Fund.

(2) The Board may allocate these funds to any locality or planning district commission to finance up
to eighty percent of the local share of all costs associated with the development, implementation, and
continuation of ridesharing programs.

(3) Funds alocated for experimental transit projects may be paid to any local governing body,
transportation district commission, or public corporation or may be used directly by the Department of
Rail and Public Transportation for the following purposes:

(@ To finance up to ninety-five percent of the capital costs related to the development,
implementation and promotion of experimental public transportation and ridesharing projects approved
by the Board.

(b) To finance up to ninety-five percent of the operating costs of experimental mass transportation



150f 18

and ridesharing projects approved by the Board for a period of time not to exceed twelve months.

(c) To finance up to ninety-five percent of the cost of the development and implementation of any
other project designated by the Board where the purpose of such project is to enhance the provision and
use of public transportation services.

d. Funds allocated for public transportation promotion and operation studies may be paid to any local
governing body, planning district commission, transportation district commission, or public transit
corporation, or may be used directly by the Department of Rail and Public Transportation for the
following purposes and aid of public transportation services:

(1) At the approval of the Board to finance a program administered by the Department of Rail and
Public Transportation designed to promote the use of public transportation and ridesharing throughout
Virginia

(2) To finance up to fifty percent of the local share of public transportation operations planning and
technical study projects approved by the Board.

e. At least 73.5 percent of the Fund shall be distributed to each transit property in the same
proportion as its operating expenses bear to the total statewide operating expenses and shall be spent for
the purposes specified in subdivision 4 b.

f. The remaining twenty-five percent shall be distributed for capital purposes on the basis of
ninety-five percent of the nonfederal share for federal projects and ninety-five percent of the total costs
for nonfederal projects. In the event that total capital funds available under this subdivision are
insufficient to fund the complete list of eligible projects, the funds shall be distributed to each transit
property in the same proportion that such capital expenditure bears to the statewide total of capital
projects.

g. There is hereby created in the Department of the Treasury a special nonreverting fund known as
the Commonwealth Transit Capital Fund. The Commonwealth Transit Capital Fund shall be part of the
Commonwealth Mass Transit Fund. The Commonwealth Transit Capital Fund subaccount shall be
established on the books of the Comptroller and consist of such moneys as are appropriated to it by the
General Assembly and of all donations, gifts, bequests, grants, endowments, and other moneys given,
bequeathed, granted, or otherwise made available to the Commonwealth Transit Capital Fund. Any funds
remaining in the Commonwealth Transit Capital Fund at the end of the biennium shall not revert to the
general fund, but shal remain in the Commonwealth Transit Capital Fund. Interest earned on funds
within the Commonwealth Transit Capital Fund shall remain in and be credited to the Commonwealth
Transit Capital Fund. Proceeds of the Commonwealth Transit Capital Fund may be paid to any political
subdivision, another public entity created by an act of the Genera Assembly, or a private entity as
defined in § 56-557 and for purposes as enumerated in subdivision 4c of § 33.1-269 or expended by the
Department of Rail and Public Transportation for the purposes specified in this subdivision. Revenues of
the Commonwealth Transit Capital Fund shall be used to support capital expenditures involving the
establishment, improvement, or expansion of public transportation services through specific projects
approved by the Commonwealth Transportation Board. Projects financed by the Commonwealth Transit
Capital Fund shall receive local, regional or private funding for at least twenty percent of the nonfederal
share of the total project cost.

5. Funds for Metro shall be paid by the Northern Virginia Transportation Commission (NVTC) to the
Washington Metropolitan Area Transit Authority (WMATA) and be a credit to the Counties of
Arlington and Fairfax and the Cities of Alexandria, Falls Church and Fairfax in the following manner:

a. Local obligations for debt service for WMATA rail transit bonds apportioned to each locality
using WMATA's capital formula shall be paid first by NVTC. NVTC shall use ninety-five percent state
aid for these payments.

b. The remaining funds shall be apportioned to reflect WMATA's alocation formulas by using the
related WMATA-alocated subsidies and relative shares of local transit subsidies. Capital costs shall
include twenty percent of annual local bus capital expenses. Hold harmless protections and obligations
for NVTC's jurisdictions agreed to by NVTC on November 5, 1998, shall remain in effect.

Appropriations from the Commonwealth Mass Transit Fund are intended to provide a stable and
reliable source of revenue as defined by Public Law 96-184.

B. Fhe Until July 1, 2004, sales and use tax revenue generated by a one percent sales and use tax
shall be distributed among the counties and cities of this Commonwealth in the manner provided in
subsections C and D. Beginning July 1, 2004, of the total state sales and use tax revenue generated
annually, 21.5 percent shall be distributed among the counties and cities of this Commonwealth in the
manner provided in subsections C and D.

C. The locdlities share of the net revenue distributable under this section among the counties and
cities shall be apportioned by the Comptroller and distributed among them by warrants of the
Comptroller drawn on the Treasurer of Virginia as soon as practicable after the close of each month
during which the net revenue was received into the state treasury. The distribution of the localities' share
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of such net revenue shall be computed with respect to the net revenue received into the state treasury
during each month, and such distribution shall be made as soon as practicable after the close of each
such month.

D. The net revenue so distributable among the counties and cities shall be apportioned and
distributed upon the basis as certified to the Comptroller by the Department of Education, of the humber
of children in each county and city according to the most recent statewide census of school population
taken by the Department of Education pursuant to 8§ 22.1-284, as adjusted in the manner hereinafter
provided. No special school population census, other than a statewide census, shall be used as the basis
of apportionment and distribution except that in any calendar year in which a statewide census is not
reported, the Department of Education shall adjust such school population figures by the same percent of
annual change in total population estimated for each locality by The Center for Public Service. The
revenue so apportionable and distributable is hereby appropriated to the several counties and cities for
maintenance, operation, capital outlays, debt and interest payments, or other expenses incurred in the
operation of the public schools, which shall be considered as funds raised from local resources. In any
county, however, wherein is situated any incorporated town constituting a school division, the county
treasurer shall pay into the town treasury for maintenance, operation, capital outlays, debt and interest
payments, or other expenses incurred in the operation of the public schools, the proper proportionate
amount received by him in the ratio that the school population of such town bears to the school
population of the entire county. If the school population of any city or of any town constituting a school
divison is increased by the annexation of territory since the last preceding school population census,
such increase shall, for the purposes of this section, be added to the school population of such city or
town as shown by the last such census and a proper reduction made in the school population of the
county or counties from which the annexed territory was acquired.

E. Beginning July 1, 2000, of the remaining sales and use tax revenue, the revenue generated by a
two percent sales and use tax, up to an annua amount of $13 million, collected from the sales of
hunting equipment, auxiliary hunting equipment, fishing equipment, auxiliary fishing equipment,
wildlife-watching equipment, and auxiliary wildlife-watching equipment in Virginia, as estimated by the
most recent U.S. Department of the Interior, Fish and Wildlife Service and U.S. Department of
Commerce, Bureau of the Census Nationa Survey of Fishing, Hunting, and Wildlife-Associated
Recreation, shall be paid into the Game Protection Fund established under § 29.1-101 and shall be used,
in part, to defray the cost of law enforcement. Not later than thirty days after the close of each quarter,
the Comptroller shall transfer to the Game Protection Fund the appropriate amount of collections to be
dedicated to such Fund. At any time that the balance in the Capital Improvement Fund, established
under § 29.1-101.1, is equa to or in excess of $35 million, any portion of sales and use tax revenues
that would have been transferred to the Game Protection Fund, established under § 29.1-101, in excess
of the net operating expenses of the Board, after deduction of other amounts which accrue to the Board
and are set aside for the Game Protection Fund, shall remain in the general fund until such time as the
balance in the Capital Improvement Fund is less than $35 million.

F. If errors are made in any distribution, or adjustments are otherwise necessary, the errors shall be
corrected and adjustments made in the distribution for the next quarter or for subsequent quarters.

G. The term "net revenue," as used in this section, means the gross revenue received into the general
fund or the Transportation Trust Fund of the state treasury under the preceding sections of this chapter,
less refunds to taxpayers.

§58.1-901. Definitions.

As used in this chapter, unless the context clearly shows otherwise, the term or phrase:

"Decedent”" means a deceased person.

"Federal credit" means the maximum amount of the credit for state death taxes allowable by § 2011
of the United States Internal Revenue Code of 1954, as amended or renumbered, or successor provision,
in respect to a decedent's taxable estate. The term "maximum amount” shall be construed as to take full
advantage of such credit as the laws of the United States may allow. Ha no event; however; shall such
amount be tess than the federal eredit alowable by 52011 of the tnternal Revenue Code as H oxsted on
Jandary 1, 1978:

"Gross estate" means "gross estate" as defined in 8§ 2031 of the United States Internal Revenue Code
of 1954, as amended or renumbered, or the successor provision of the laws of the United States.

"Nonresident” means a decedent who was domiciled outside of the Commonwealth of Virginia at his
death.

"Personal representative" means the personal representative of the estate of the decedent, appointed,
gualified and acting within the Commonwealth, or, if there is no persona representative appointed,
qualified and acting within the Commonwealth, then any person in actual or constructive possession of
the Virginia gross estate of the decedent.

"Resident” means a decedent who was domiciled in the Commonwealth of Virginia at his death.

"State" means any state, territory or possession of the United States and the District of Columbia.
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"Taxable estate” means "taxable estate” as defined in § 2051 of the United States Internal Revenue
Code of 1954, as amended or renumbered, or the successor provision of the laws of the United States.

"Vaue' means "value' as finaly determined for federal estate tax purposes under the laws of the
United States relating to federal estate taxes.

Any reference in this chapter to the laws of the United States relating to federal estate and gift taxes
means the provisions of the Internal Revenue Code of 1954, and amendments thereto, and other
provisions of the laws of the United States relating to federal estate and gift taxes, as the same may be
or become effective at any time or from time to time.

§58.1-1720. Sales tax on fuel in certain transportation districts.

A. There is hereby levied, in addition to al other taxes imposed on fuels subject to tax under
Chapter 21 (8 58.1-2100 et seq.) of this title, in every county or city which is a member of any
transportation district in which a rapid heavy rail commuter mass transportation system operating on an
exclusive right-of-way and a bus commuter mass transportation system are owned, operated or
controlled, by an agency or a commission as defined in § 15.2-4502, or in any transportation district
which is subject to 8§ 15.2-4515 C and which is contiguous to the Northern Virginia Transportation
District, a sales tax of two percent of the retail price of such fuels sold within such county or city. As
used in this section "retail sal€” means a sale to a consumer or to any person for any purpose other than
resale.

B. The tax imposed under this section shall be subject to the provisions of the Virginia Retail Sales
and Use Tax Act (8 58.1-600 et seq.), except that the exemption provided for metor vehicle fuels under
8§58.1-609:13; and the bracket system provided in such act; shall not be applicable.

§58.1-3510.1. Daily renta property tax.

A. The governing body of any county, city or town may levy atax in an amount not to exceed one
percent, in addition to the tax levied pursuant to § 58.1-605, on the gross proceeds of any person
engaged in the short-term rental business as defined in § 58.1-3510. "Gross proceeds’ means the total
amount charged to each person for the rental of daily rental property, excluding any state and local sales
tax paid under the provisions of Chapter 6 (8 58.1-600 et seq.) of this title.

B. Any person engaged in the short-term rental business as defined in 8 58.1-3510 shall collect the
rental tax from the lessee of the daily rental property at the time of the rental. The lessor of the daily
rental property shall transmit a quarterly return to the commissioner of the revenue of the county, city or
town wherein the tax is collected, indicating the gross proceeds derived from the short-term rental
business. The commissioner of the revenue shall assess the tax due, and the treasurer or director of
finance shall collect the daily rental property tax.

C. (Effective until July 1, 2004) Notwithstanding the provisions of subsection B of this section, no
tax shall be collected or assessed on (i) rentals by the Commonwealth, any political subdivision of the
Commonwealth or the United States or (ii) any rental of durable medica equipment as defined in
subdivision 2 of §58.1-609.7.

C. (Effective July 1, 2004) Notwithstanding the provisions of subsection B, no tax shall be collected
or assessed on (i) rentals by the Commonwealth, any political subdivision of the Commonwealth or the
United States or (ii) any rental of durable medica equipment as defined A subdivisten 10 of
§58:1-609-10. For purposes of this subsection "durable medical equipment” means equipment that (i)
can withstand repeated use, (i) is primarily and customarily used to serve a medical purpose, (iii)
generally is not useful to a person in the absence of illness or injury, and (iv) is appropriate for use in
the home.

§58.1-3510.3. (Effective July 1, 2004) Exemptions; penalties.

Provisions in 88 58.1-609.1 through 58:1-609.11 of Chapter 6 relating to exemptions, 88 58.1-635
and 58.1-636 relating to penalties, and 8 58.1-625 relating to the manner of collecting the local retail
sales and use tax applicable in Chapter 6 (8§ 58.1-600 et seq.) of this title, shall apply mutatis mutandis
to the daily rental property tax, except that the commissioner of revenue shall assess the tax due, and
the treasurer or director of finance shall collect the daily rental property tax, instead of the Department
of Taxation. Any other provision in Chapter 6 shall apply if adopted by local ordinance pursuant to
§58.1-3510.1.

§ 58.1-3818. (Effective July 1, 2004 /- Contingent expiration date) Admissions tax in certain
counties.

A. Fairfax, Arlington, Dinwiddie, Prince George and Brunswick Counties are hereby authorized to
levy atax on admissions charged for attendance at any event. The tax shall not exceed 10 percent of the
amount of charge for admission to any such event. Notwithstanding any other provisions of law, the
governing bodies of such counties shall prescribe by ordinance the terms, conditions and amount of such
tax and may classify between events conducted for charitable and those conducted for noncharitable
purposes.

B. Notwithstanding the provisions of subsection A, any county with a population of at least 27,500
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but not more than 28,250 and any county with a population of at least 10,400 but not more than 10,490
as determined by the 1990 United States Census are hereby authorized to levy a tax on admissions
charged for attendance at any event as set forth in subsection A.

C. Notwithstanding the provisions of subsection A, any county with a population of at least 12,450
but not more than 12,850 is hereby authorized to levy a tax on admissions charged for attendance at any
spectator event; however, a tax shall not be levied on admissions charged to participants in order to
participate in any event. The tax shall not exceed 10 percent of the amount of charge for admission to
any event. Notwithstanding any other provisions of law, the governing body of such county shall
prescribe by ordinance the terms, conditions and amount of such tax and may classify between the
events as set forth in § 58.1-3817.

D. Notwithstanding the provisions of subsections A, B and C, any county in which a major league
baseball stadium, as defined in § 15.2-5800, is located is hereby authorized to levy (i) a tax on
admissions charged at any event at such stadium and (ii) a surcharge on admissions charged for
attendance at any event at such stadium if it has a seating capacity of at least 40,000 seats. The tax on
admissions shall not exceed 10 percent. Such surcharge shall not exceed two percent of the charge for
admissions. Notwithstanding any other provisions of law, the governing bodies of such counties shall
prescribe by ordinance the terms, conditions and amounts of such tax and surcharge and may classify
between events conducted for charitable and those conducted for noncharitable purposes.

E. Notwithstanding the provisions of subsections A, B, C and D, localities may, by ordinance, elect
not to levy an admissions tax on admission to an event, prowded that the purpose of the event is solely
to raise money for charitable purposes and that the net proceeds derived from the event will be
transferred to an entity or entities that are exempt from sales and use tax pursdant to §58:1-609.11.

§ 58.1-3818. (Contingent effective date) Admissions tax in certain counties.

A. Fairfax, Arlington, Dinwiddie, Prince George and Brunswick Counties are hereby authorized to
levy atax on admissions charged for attendance at any event. The tax shall not exceed 10 percent of the
amount of charge for admission to any such event. Notwithstanding any other provisions of law, the
governing bodies of such counties shall prescribe by ordinance the terms, conditions and amount of such
tax and may classify between events conducted for charitable and those conducted for noncharitable
purposes.

B. Notwithstanding the provisions of subsection A, any county with a population of at least 27,500
but not more than 28,250 and any county with a population of at least 10,400 but not more than 10,490
as determined by the 1990 United States Census are hereby authorized to levy a tax on admissions
charged for attendance at any event as set forth in subsection A.

C. Notwithstanding the provisions of subsection A, any county with a population of at least 12,450
but not more than 12,850 is hereby authorized to levy a tax on admissions charged for attendance at any
spectator event; however, a tax shall not be levied on admissions charged to participants in order to
participate in any event. The tax shall not exceed 10 percent of the amount of charge for admission to
any event. Notwithstanding any other provisions of law, the governing body of such county shall
prescribe by ordinance the terms, conditions and amount of such tax and may classify between the
events as set forth in § 58.1-3817.

D. Notwithstanding the provisions of subsections A, B and C, localities may, by ordinance, elect not
to levy an admissions tax on admission to an event, prowded that the purpose of the event is solely to
raise money for charitable purposes and that the net proceeds derived from the event will be transterred
to an entity or entities that are exempt from sales and use tax pursdant to §58.1-609.11.

2. That 88 58.1-322, 58.1-322.2, 58.1-331 through 58.1-339.10, 58.1-608.1, 58.1-609.2, 58.1-609.3,
58.1-609.5, 58.1-609.6, 58.1-609.9, 58.1-609.10, as it shall become effective, 58.1-609.11, as it shall
become effective, 58.1-609.13, 58.1-610.1, 58.1-611.1, and Chapter 37 (88 58.1-3700 et seq.) of Title
58.1 of the Code of Virginia are repealed.

3. That the provisions of this act amending 8§ 58.1-901 shall apply to estates of persons who die
after December 31, 2004.



