DEPARTMENT OF TAXATION
2016 Fiscal Impact Statement

1. Patron John A Cosgrove 2. Bill Number SB 597
House of Origin:
3. Committee Passed House and Senate Introduced
Substitute
Engrossed

4. Title Local Tax Appeals
Second House:
In Committee

Substitute
X Enrolled

5. Summary/Purpose:

The bill would require that prior to the release of any confidential tax information in an
appeal of a local tax assessment, pursuant to discovery or otherwise, the circuit court
must order the parties not to disclose, exhibit, or discuss the confidential information
except as provided in the order unless otherwise ordered by the court. The bill would
require the order to inform the parties that violating the order is punishable as a Class 1
misdemeanor.

The bill would require the order to provide that the confidential tax information regarding
the assessed property only may be revealed to or discussed with the following persons in
connection with the review or litigation of the assessment of such property: 1) the parties;
2) counsel for any party and employees of the counsel’s firm; 3) outside experts retained
by and assisting counsel for any party in the trial or preparation for the trial; 4) the court or
an administrative board reviewing the assessment, employees of the court or
administrative board, and persons employed to transcribe or record the proceedings; and
5) any person who may be called as a witness that counsel believes in good faith to be
necessary for the preparation or presentation of the case.

The effective date of this bill is not specified.
6. Budget amendment necessary: No.
7. Fiscal Impact Estimates are: Unknown. (See Line 8.)
8. Fiscal implications:

Administrative Costs

The cost for the local Circuit Courts to implement this bill is unknown. There would be no
administrative costs to the Department of Taxation to implement this bill.
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Revenue Impact

This bill would have no impact on state or local revenues.
9. Specific agency or political subdivisions affected:

Circuit Courts of Virginia
All localities

10.Technical amendment necessary: No.

11.0ther comments:

Generally

Any person assessed with any local tax can appeal to the circuit court in the locality in
which the property subject to tax is located to show that the tax was incorrectly assessed.
All circuit court proceedings regarding appeals of local tax assessments are conducted as
actions at law before the court, sitting without a jury. Other than appeals for real property
taxes, the burden of proof rests with the taxpayer to prove that the assessment is
incorrect.

In circuit court proceedings seeking relief from real property taxes, except as otherwise
provided, the taxpayer has the burden of rebutting the presumption that the valuation
determined by the assessor or adjusted by the board of equalization is correct. The
taxpayer must show by a preponderance of the evidence that the property in question is
valued at more than its fair market value or that the assessment is not uniform in its
application; and that it was not arrived at in accordance with generally accepted appraisal
practices, procedures, rules and standards as prescribed by nationally recognized
professional appraisal organizations and applicable Virginia law.

In any appeal of an assessment by an owner of real property containing less than four
residential units, the assessor is required to provide written notice to the owner at least 45
days before the appeal informing him of his right to review the assessment records and to
have the assessor make a physical examination of the property. In appeals to a circuit
court, the taxpayer is required to make the written request for assessment records no later
than 45 days prior to trial, unless otherwise ordered by the court. The assessor has 15
days from the written request to provide the assessment records to the taxpayer. If the
assessor fails to do so, prior to the presentation of evidence by the taxpayer at the
hearing, the assessor must present: i) copies of the records, ii) testimony to explain
methodologies to determine the assessed value of the property, and iii) testimony that
states that the assessed value was arrived at in accordance with generally accepted
appraisal practices. Upon the conclusion of the presentation of evidence by the assessor,
the taxpayer has the burden to rebut such evidence by a preponderance of the evidence.

Disclosure of Information

Under Va. Code 8§ 58.1-3, unless an exception applies, the Tax Commissioner or agent,
clerk, commissioner of the revenue, treasurer, or any other state or local tax or revenue
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officer or employee, or any person to whom tax information is divulged pursuant to law, or
any former officer or employee of any of the aforementioned offices may not divulge any
information acquired by him in the performance of his duties with respect to the
transactions, property, including personal property, income or business of any person,
firm or corporation.

It is also unlawful for any person to disseminate, publish, or cause to be published any
confidential tax document which he knows or has reason to know is a confidential tax
document. A confidential tax document is any correspondence, document, or tax return
that is prohibited from being divulged by Va. Code § 58.1-3 and includes any document
containing information on the transactions, property, income, or business of any person,
firm, or corporation that is required to be filed with any state official regarding land
preservation tax credits. Any person violating this provision is guilty of a Class 1
misdemeanor.

However, this prohibition does not apply if such confidential tax document has been
divulged or disseminated pursuant to a provision of law authorizing disclosure.
Additionally, Va. Code 8§ 58.1-3 does not apply to confidential documents that were not
divulged pursuant to law or acquired pursuant to the duties of any state or local tax or
revenue officer or employee. Confidential information that is not tax information is not
afforded any protection from disclosure under Va. Code § 58.1-3.

Proposal

The bill would require that prior to the release of any confidential tax information in an
appeal of a local tax assessment, pursuant to discovery or otherwise, the circuit court
must order the parties not to disclose, exhibit, or discuss the confidential information
except as provided in the order unless otherwise ordered by the court. The bill would
require the order to inform the parties that violating the order is punishable as a Class 1
misdemeanor.

The bill would require the order to provide that the confidential tax information regarding
the assessed property only may be revealed to or discussed with the following persons in
connection with the review or litigation of the assessment of such property: 1) the parties;
2) counsel for any party and employees of the counsel’s firm; 3) outside experts retained
by and assisting counsel for any party in the trial or preparation for the trial; 4) the court or
an administrative board reviewing the assessment, employees of the court or
administrative board, and persons employed to transcribe or record the proceedings; and
5) any person who may be called as a witness that counsel believes in good faith to be
necessary for the preparation or presentation of the case. Prior to receiving the
confidential information, outside experts and witnesses must sign an acknowledgement of
the order and agree to be bound by the terms of the order and subject to the jurisdiction of
the court for enforcement of the order.

The effective date of this bill is not specified.

Similar Legislation

House Bill 910 is identical to this bill.
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