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Effective Date

 
§ 4-14.00 EFFECTIVE DATE 
 
This act is effective on July 1, 2026. 
 
ADDITIONAL ENACTMENTS 
 
 
 
2. That § 58.1-322.02 of the Code of Virginia is amended and reenacted as follows: 
 
§ 58.1-322.02. Virginia taxable income; subtractions 
 
In computing Virginia taxable income pursuant to § 58.1-322, to the extent included in federal adjusted gross
income, there shall be subtracted: 
 
1. 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 States to the extent exempt
from state income taxes under the laws of the United States, including, but not limited to, stocks, bonds, treasury
bills, and treasury notes but not including interest on refunds of federal taxes, interest on equipment purchase
contracts, or interest on other normal business transactions. 
 
2. Income derived from obligations, or on the sale or exchange of obligations, of the Commonwealth or of any
political subdivision or instrumentality of the Commonwealth. 
 
3. Benefits received under Title II of the Social Security Act and other benefits subject to federal income taxation
solely pursuant to § 86 of the Internal Revenue Code. 
 
4. Up to $20,000 of disability income, as defined in § 22(c)(2)(B)(iii) of the Internal Revenue Code; however, any
person who claims a deduction under subdivision 5 of § 58.1-322.03 may not also claim a subtraction under this
subdivision. 
 
5. The amount of any refund or credit for overpayment of income taxes imposed by the Commonwealth or any
other taxing jurisdiction. 
 
6. The amount of wages or salaries eligible for the federal Work Opportunity Credit which was not deducted for
federal purposes on account of the provisions of § 280C(a) of the Internal Revenue Code. 
 
7. Any amount included therein less than $600 from a prize awarded by the Virginia Lottery. 
 
8. The wages or salaries received by any person for active and inactive service in the National Guard of the
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Commonwealth of Virginia, (i) for taxable years beginning before January 1, 2023, not to exceed the amount of
income derived from 39 calendar days of such service or $3,000, whichever amount is less; however, only those
persons in the ranks of O3 and below shall be entitled to the subtractions specified in this clause, and (ii) for
taxable years beginning on or after January 1, 2023, not to exceed the amount of income derived from 39 calendar
days of such service or $5,500, whichever amount is less; however, only those persons in the ranks of O6 and below
shall be entitled to the subtractions specified in this clause. 
 
9. Amounts received by an individual, not to exceed $1,000 for taxable years beginning on or before December 31,
2019, and $5,000 for taxable years beginning on or after January 1, 2020, as a reward for information provided to a
law-enforcement official or agency, or to a nonprofit corporation created exclusively to assist such law-
enforcement official or agency, in the apprehension and conviction of perpetrators of crimes. This subdivision shall
not apply to the following: an individual who is an employee of, or under contract with, a law-enforcement agency,
a victim or the perpetrator of the crime for which the reward was paid, or any person who is compensated for the
investigation of crimes or accidents. 
 
10. The amount of "qualified research expenses" or "basic research expenses" eligible for deduction for federal
purposes, but which were not deducted, on account of the provisions of § 280C(c) of the Internal Revenue Code and
which shall be available to partners, shareholders of S corporations, and members of limited liability companies to
the extent and in the same manner as other deductions may pass through to such partners, shareholders, and
members. 
 
11. Any income received during the taxable year derived from a qualified pension, profit-sharing, or stock bonus
plan as described by § 401 of the Internal Revenue Code, an individual retirement account or annuity established
under § 408 of the Internal Revenue Code, a deferred compensation plan as defined by § 457 of the Internal
Revenue Code, or any federal government retirement program, the contributions to which were deductible from
the taxpayer's federal adjusted gross income, but only to the extent the contributions to such plan or program were
subject to taxation under the income tax in another state. 
 
12. Any income attributable to a distribution of benefits or a refund from a prepaid tuition contract or savings trust
account with the Commonwealth Savers Plan, created pursuant to Chapter 7 (§ 23.1-700 et seq.) of Title 23.1. The
subtraction for any income attributable to a refund shall be limited to income attributable to a refund in the event
of a beneficiary's death, disability, or receipt of a scholarship. 
 
13. All military pay and allowances, to the extent included in federal adjusted gross income and not otherwise
subtracted, deducted, or exempted under this section, earned by military personnel while serving by order of the
President of the United States with the consent of Congress in a combat zone or qualified hazardous duty area that
is treated as a combat zone for federal tax purposes pursuant to § 112 of the Internal Revenue Code. 
 
14. For taxable years beginning before January 1, 2015, the gain derived from the sale or exchange of real property
or the sale or exchange of an easement to real property which results in the real property or the easement thereto
being devoted to open-space use, as that term is defined in § 58.1-3230, for a period of time not less than 30 years.
To the extent that a subtraction is taken in accordance with this subdivision, no tax credit under this chapter for
donating land for its preservation shall be allowed for three years following the year in which the subtraction is
taken. 
 
15. Fifteen thousand dollars of military basic pay for military service personnel on extended active duty for periods
in excess of 90 days; however, the subtraction amount shall be reduced dollar-for-dollar by the amount by which
the taxpayer's military basic pay exceeds $15,000 and shall be reduced to zero if such military basic pay amount is
equal to or exceeds $30,000. 
 
16. The first $15,000 of salary for each federal and state employee whose total annual salary from all employment
for the taxable year is $15,000 or less. 
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17. Unemployment benefits taxable pursuant to § 85 of the Internal Revenue Code. 
 
18. a. Any amount received as military retirement income by an individual awarded the Congressional Medal of
Honor. 
 
b. For taxable years beginning on and after January 1, 2022, but before January 1, 2023, up to 10,000 of military
benefits; and for taxable years beginning on and after January 1, 2023, but before January 1, 2024, up to $20,000 of
military benefits. 
 
c. For taxable years beginning on and after January 1, 2024, but before January 1, 2025, up to $30,000 of military
benefits; and for taxable years beginning on and after January 1, 2025, up to $40,000 of military benefits. 
 
d. For purposes of subdivisions b and c, "military benefits" means any (i) military retirement income received for
service in the Armed Forces of the United States, (ii) qualified military benefits received pursuant to § 134 of the
Internal Revenue Code, (iii) benefits paid to the surviving spouse of a veteran of the Armed Forces of the United
States under the Survivor Benefit Plan program established by the U.S. Department of Defense, and (iv) military
benefits paid to the surviving spouse of a veteran of the Armed Forces of the United States. The subtraction
allowed by subdivision b shall be allowed only for military benefits received by an individual age 55 or older. The
subtraction allowed by subdivision c shall be allowed for military benefits received by an individual of any age. No
subtraction shall be allowed pursuant to subdivisions b and c if a credit, exemption, subtraction, or deduction is
claimed for the same income pursuant to subdivision a or any other provision of Virginia or federal law. 
 
19. Items of income attributable to, derived from, or in any way related to (i) assets stolen from, hidden from, or
otherwise lost by an individual who was a victim or target of Nazi persecution or 
(ii) damages, reparations, or other consideration received by a victim or target of Nazi persecution to compensate
such individual for performing labor against his will under the threat of death, during World War II and its prelude
and direct aftermath. This subtraction shall not apply to assets acquired with such items of income or with the
proceeds from the sale of assets stolen from, hidden from, or otherwise lost to, during World War II and its prelude
and direct aftermath, a victim or target of Nazi persecution. The provisions of this subdivision shall only apply to
an individual who was the first recipient of such items of income and who was a victim or target of Nazi
persecution, or a spouse, surviving spouse, or child or stepchild of such victim. 
 
As used in this subdivision: 
 
"Nazi regime" means the country of Nazi Germany, areas occupied by Nazi Germany, those European countries
allied with Nazi Germany, or any other neutral European country or area in Europe under the influence or threat of
Nazi invasion. 
 
"Victim or target of Nazi persecution" means any individual persecuted or targeted for persecution by the Nazi
regime who had assets stolen from, hidden from, or otherwise lost as a result of any act or omission in any way
relating to (i) the Holocaust, (ii) World War II and its prelude and direct aftermath, (iii) transactions with or actions
of the Nazi regime, (iv) treatment of refugees fleeing Nazi persecution, or (v) the holding of such assets by entities
or persons in the Swiss Confederation during World War II and its prelude and aftermath. A "victim or target of
Nazi persecution" also includes any individual forced into labor against his will, under the threat of death, during
World War II and its prelude and direct aftermath. 
 
20. The military death gratuity payment made after September 11, 2001, to the survivor of deceased military
personnel killed in the line of duty, pursuant to 10 U.S.C. Chapter 75; however, the subtraction amount shall be
reduced dollar-for-dollar by the amount that the survivor may exclude from his federal gross income in accordance
with § 134 of the Internal Revenue Code. 
 



21. The death benefit payments from an annuity contract that are received by a beneficiary of such contract,
provided that (i) the death benefit payment is made pursuant to an annuity contract with an insurance company
and (ii) the death benefit payment is paid solely by lump sum. The subtraction under this subdivision shall be
allowed only for that portion of the death benefit payment that is included in federal adjusted gross income. 
 
22. Any gain recognized from the sale of launch services to space flight participants, as defined in 49 U.S.C. §
70102, or launch services intended to provide individuals with the training or experience of a launch, without
performing an actual launch. To qualify for a deduction under this subdivision, launch services must be performed
in Virginia or originate from an airport or spaceport in Virginia. 
 
23. Any gain recognized as a result of resupply services contracts for delivering payload, as defined in 49 U.S.C. §
70102, entered into with the Commercial Orbital Transportation Services division of the National Aeronautics and
Space Administration or other space flight entity, as defined in § 8.01-227.8, and launched from an airport or
spaceport in Virginia. 
 
24. Any income taxed as a long-term capital gain for federal income tax purposes, or any income taxed as
investment services partnership interest income (otherwise known as investment partnership carried interest
income) for federal income tax purposes. To qualify for a subtraction under this subdivision, such income shall be
attributable to an investment in a "qualified business," as defined in § 58.1-339.4, or in any other technology
business approved by the Secretary of Administration, provided that the business has its principal office or facility
in the Commonwealth and less than $3 million in annual revenues in the fiscal year prior to the investment. To
qualify for a subtraction under this subdivision, the investment shall be made between the dates of April 1, 2010,
and June 30, 2020. No taxpayer who has claimed a tax credit for an investment in a "qualified business" under § 
58.1-339.4 shall be eligible for the subtraction under this subdivision for an investment in the same business. 
 
25. For taxable years beginning on and after January 1, 2014, any income of an account holder for the taxable year
taxed as (i) a capital gain for federal income tax purposes attributable to such person's first-time home buyer
savings account established pursuant to Chapter 12 (§ 36-171 et seq.) of Title 36 and (ii) interest income or other
income for federal income tax purposes attributable to such person's first-time home buyer savings account. 
Notwithstanding the statute of limitations on assessments contained in § 58.1-312, any subtraction taken under
this subdivision shall be subject to recapture in the taxable year or years in which moneys or funds withdrawn from
the first-time home buyer savings account were used for any purpose other than the payment of eligible costs by or
on behalf of a qualified beneficiary, as provided under § 36-174. The amount subject to recapture shall be a portion
of the amount withdrawn in the taxable year that was used for other than the payment of eligible costs, computed
by multiplying the amount withdrawn and used for other than the payment of eligible costs by the ratio of the
aggregate earnings in the account at the time of the withdrawal to the total balance in the account at such time. 
 
However, recapture shall not apply to the extent of moneys or funds withdrawn that were (i) withdrawn by reason
of the qualified beneficiary's death or disability; (ii) a disbursement of assets of the account pursuant to a filing for
protection under the United States Bankruptcy Code, 11 U.S.C. §§ 101 through 1330; or (iii) transferred from an
account established pursuant to Chapter 12 (§ 36-171 et seq.) of Title 36 into another account established pursuant
to such chapter for the benefit of another qualified beneficiary. 
 
For purposes of this subdivision, "account holder," "eligible costs," "first-time home buyer savings account," and
"qualified beneficiary" mean the same as those terms are defined in § 36-171. 
26. For taxable years beginning on and after January 1, 2015, any income for the taxable year attributable to the
discharge of a student loan solely by reason of the student's death. For purposes of this subdivision, "student loan"
means the same as that term is defined under § 108(f) of the Internal Revenue Code. 
 
27.a. Income, including investment services partnership interest income (otherwise known as investment
partnership carried interest income), attributable to an investment in a Virginia venture capital account. To qualify
for a subtraction under this subdivision, the investment shall be made on or after January 1, 2018, but before

http://law.lis.virginia.gov/vacode/8.01-227.8/
http://law.lis.virginia.gov/vacode/58.1-339.4/
http://law.lis.virginia.gov/vacode/58.1-339.4/
http://law.lis.virginia.gov/vacode/36-171/
http://law.lis.virginia.gov/vacode/58.1-312/
http://law.lis.virginia.gov/vacode/36-174/
http://law.lis.virginia.gov/vacode/36-171/
http://law.lis.virginia.gov/vacode/36-171/


December 31, 2023. No subtraction shall be allowed under this subdivision for an investment in a company that is
owned or operated by a family member or an affiliate of the taxpayer. No subtraction shall be allowed under this
subdivision for a taxpayer who has claimed a subtraction under subdivision 24 or a tax credit under § 58.1-339.4 
for the same investment. 
 
b. As used in this subdivision 27: 
 
"Qualified portfolio company" means a company that (i) has its principal place of business in the Commonwealth;
(ii) has a primary purpose of production, sale, research, or development of a product or service other than the
management or investment of capital; and (iii) provides equity in the company to the Virginia venture capital
account in exchange for a capital investment. "Qualified portfolio company" does not include a company that is an
individual or sole proprietorship. 
 
"Virginia venture capital account" means an investment fund that has been certified by the Department as a
Virginia venture capital account. In order to be certified as a Virginia venture capital account, the operator of the
investment fund shall register the investment fund with the Department prior to December 31, 2023, (i) indicating
that it intends to invest at least 50 percent of the capital committed to its fund in qualified portfolio companies
and (ii) providing documentation that it employs at least one investor who has at least four years of professional
experience in venture capital investment or substantially equivalent experience. "Substantially equivalent
experience" includes, but is not limited to, an undergraduate degree from an accredited college or university in
economics, finance, or a similar field of study. The Department may require an investment fund to provide
documentation of the investor's training, education, or experience as deemed necessary by the Department to
determine substantial equivalency. If the Department determines that the investment fund employs at least one
investor with the experience set forth herein, the Department shall certify the investment fund as a Virginia
venture capital account at such time as the investment fund actually invests at least 50 percent of the capital
committed to its fund in qualified portfolio companies. 
 
28.a. Income attributable to an investment in a Virginia real estate investment trust. To qualify for a subtraction
under this subdivision, the investment shall be made on or after January 1, 2019, but before December 31, 2024. No
subtraction shall be allowed for an investment in a trust that is managed by a family member or an affiliate of the
taxpayer. No subtraction shall be allowed under this subdivision for a taxpayer who has claimed a subtraction
under subdivision 24 or 27 or a tax credit under § 58.1-339.4 for the same investment. 
 
b. As used in this subdivision 28: 
 
"Distressed" means satisfying the criteria applicable to a locality described in subdivision E 2 of § 2.2-115. 
 
"Double distressed" means satisfying the criteria applicable to a locality described in subdivision E 3 of § 2.2-115. 
 
"Virginia real estate investment trust" means a real estate investment trust, as defined in 26 U.S.C. § 856, that has
been certified by the Department as a Virginia real estate investment trust. In order to be certified as a Virginia real
estate investment trust, the trustee shall register the trust with the Department prior to December 31, 2024,
indicating that it intends to invest at least 90 percent of trust funds in Virginia and at least 40 percent of trust
funds in real estate in localities that are distressed or double distressed. If the Department determines that the
trust satisfies the preceding criteria, the Department shall certify the trust as a Virginia real estate investment trust
at such time as the trust actually invests at least 90 percent of trust funds in Virginia and at least 40 percent of
trust funds in real estate in localities that are distressed or double distressed. 
 
29. For taxable years beginning on and after January 1, 2019, any gain recognized from the taking of real property
by condemnation proceedings. 
 
30. For taxable years beginning before January 1, 2021, up to $100,000 of all grant funds received by the taxpayer
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under the Rebuild Virginia program established by the Governor and administered by the Department of Small
Business and Supplier Diversity. 
 
31. For taxable years beginning on and after January 1, 2022, any compensation for wrongful incarceration awarded
pursuant to the procedures established under Article 18.2 (§ 8.01-195.10 et seq.) of Chapter 3 of Title 8.01. 
 
32. Income attributable to tips in an amount equal to a percentage of the deduction the taxpayer was permitted
under § 224 of the Internal Revenue Code. This percentage shall be twenty-five percent for taxable years beginning
on and after January 1, 2026, but before January 1, 2027 and fifty percent for taxable years beginning on and after
January 1, 2027. 
 
33. Income attributable to overtime in an amount equal to a percentage of the deduction the taxpayer was
permitted under § 225 of the Internal Revenue Code. This percentage shall be twenty-five percent for taxable years
beginning on and after January 1, 2026, but before January 1, 2027 and fifty percent for taxable years beginning on
and after January 1, 2027. 
 
34. Interest paid or accrued on a motor vehicle loan in an amount equal to a percentage of the deduction the
taxpayer was permitted under § 163(h)(4) of the Internal Revenue Code. This percentage shall be twenty-five
percent for taxable years beginning on and after January 1, 2026, but before January 1, 2027 and fifty percent for
taxable years beginning on and after January 1, 2027. 
 
3. That §§ 58.1-322.03, 58.1-332, 58.1-339.8, 58.1-390.3 and 58.1-609.3 of the Code of Virginia is amended
and reenacted as follows: 
 
§ 58.1-322.03 Virginia taxable income; deductions. 
 
In computing Virginia taxable income pursuant to § 58.1-322, there shall be deducted from Virginia adjusted gross
income as defined in § 58.1-321: 
 
1. a. The amount allowable for itemized deductions for federal income tax purposes where the taxpayer has elected
for the taxable year to itemize deductions on his federal return, but reduced by the amount of income taxes
imposed by the Commonwealth or any other taxing jurisdiction and deducted on such federal return and increased
by an amount that, when added to the amount deducted under § 170 of the Internal Revenue Code for mileage,
results in a mileage deduction at the state level for such purposes at a rate of 18 cents per mile; or 
 
b. Provided that the taxpayer has not itemized deductions for the taxable year on his federal income tax return: (i)
for taxable years beginning before January 1, 2019, and on and after January 1, 2027, $3,000 for single individuals
and $6,000 for married persons (one-half of such amounts in the case of a married individual filing a separate
return); (ii) for taxable years beginning on and after January 1, 2019, but before January 1, 2022, $4,500 for single
individuals and $9,000 for married persons (one-half of such amounts in the case of a married individual filing a
separate return); (iii) for taxable years beginning on and after January 1, 2022, but before January 1, 2024, $8,000
for single individuals and $16,000 for married persons (one-half of such amounts in the case of a married individual
filing a separate return); (iv) for taxable years beginning on and after January 1, 2024, but before January 1, 2025,
$8,500 for single individuals and $17,000 for married persons (one-half of such amounts in the case of a married
individual filing a separate return); and (v) for taxable years beginning on and after January 1, 2025, but before 
January 1, 2027, $8,750 for single individuals and $17,500 for married persons (one-half of such amounts in the
case of a married individual filing a separate return). For purposes of this section, any person who may be claimed
as a dependent on another taxpayer's return for the taxable year may compute the deduction only with respect to
earned income. 
 
2. a. A deduction in the amount of $930 for each personal exemption allowable to the taxpayer for federal income
tax purposes. 
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b. Each blind or aged taxpayer as defined under § 63(f) of the Internal Revenue Code shall be entitled to an
additional personal exemption in the amount of $800. 
The additional deduction for blind or aged taxpayers allowed under this subdivision shall be allowable regardless of
whether the taxpayer itemizes deductions for the taxable year for federal income tax purposes. 
 
3. A deduction equal to the amount of employment-related expenses upon which the federal credit is based under §
21 of the Internal Revenue Code for expenses for household and dependent care services necessary for gainful
employment. 
 
4. An additional $1,000 deduction for each child residing for the entire taxable year in a home under permanent
foster care placement as defined in § 63.2-908, provided that the taxpayer can also claim the child as a personal
exemption under § 151 of the Internal Revenue Code. 
 
5. a. A deduction in the amount of $12,000 for individuals born on or before January 1, 1939. 
 
b. A deduction in the amount of $12,000 for individuals born after January 1, 1939, who have attained the age of 65.
This deduction shall be reduced by $1 for every $1 that the taxpayer's adjusted federal adjusted gross income
exceeds $50,000 for single taxpayers or $75,000 for married taxpayers. For married taxpayers filing separately, the
deduction shall be reduced by $1 for every $1 that the total combined adjusted federal adjusted gross income of
both spouses exceeds $75,000. 
For the purposes of this subdivision, "adjusted federal adjusted gross income" means federal adjusted gross income
minus any benefits received under Title II of the Social Security Act and other benefits subject to federal income
taxation solely pursuant to § 86 of the Internal Revenue Code, as amended. 
 
6. The amount an individual pays as a fee for an initial screening to become a possible bone marrow donor, if (i) the
individual is not reimbursed for such fee or (ii) the individual has not claimed a deduction for the payment of such
fee on his federal income tax return. 
 
7. a. A deduction shall be allowed to the purchaser or contributor for the amount paid or contributed during the
taxable year for a prepaid tuition contract or college savings trust account entered into with the Commonwealth
Savers Plan, pursuant to Chapter 7 (§ 23.1-700 et seq.) of Title 23.1. Except as provided in subdivision b, the
amount deducted on any individual income tax return in any taxable year shall be limited to $4,000 per prepaid
tuition contract or college savings trust account. No deduction shall be allowed pursuant to this subdivision 7 if
such payments or contributions are deducted on the purchaser's or contributor's federal income tax return. If the
purchase price or annual contribution to a college savings trust account exceeds $4,000, the remainder may be
carried forward and subtracted in future taxable years until the purchase price or college savings trust contribution
has been fully deducted; however, except as provided in subdivision b, in no event shall the amount deducted in
any taxable year exceed $4,000 per contract or college savings trust account. Notwithstanding the statute of
limitations on assessments contained in § 58.1-312, any deduction taken hereunder shall be subject to recapture in
the taxable year or years in which distributions or refunds are made for any reason other than (i) to pay qualified
higher education expenses, as defined in § 529 of the Internal Revenue Code or (ii) the beneficiary's death,
disability, or receipt of a scholarship. For the purposes of this subdivision, "purchaser" or "contributor" means the
person shown as such on the records of the Commonwealth Savers Plan as of December 31 of the taxable year. In
the case of a transfer of ownership of a prepaid tuition contract or college savings trust account, the transferee
shall succeed to the transferor's tax attributes associated with a prepaid tuition contract or college savings trust
account, including, but not limited to, carryover and recapture of deductions. 
 
b. A purchaser of a prepaid tuition contract or contributor to a college savings trust account who has attained age
70 shall not be subject to the limitation that the amount of the deduction not exceed $4,000 per prepaid tuition
contract or college savings trust account in any taxable year. Such taxpayer shall be allowed a deduction for the full
amount paid for the contract or contributed to a college savings trust account, less any amounts previously
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deducted. 
 
8. The total amount an individual actually contributed in funds to the Virginia Public School Construction Grants
Program and Fund, established in Chapter 11.1 (§ 22.1-175.1 et seq.) of Title 22.1, provided that the individual has
not claimed a deduction for such amount on his federal income tax return. 
 
9. An amount equal to 20 percent of the tuition costs incurred by an individual employed as a primary or secondary
school teacher licensed pursuant to Chapter 15 (§ 22.1-289.1 et seq.) of Title 22.1 to attend continuing teacher
education courses that are required as a condition of employment; however, the deduction provided by this
subdivision shall be available only if (i) the individual is not reimbursed for such tuition costs and (ii) the individual
has not claimed a deduction for the payment of such tuition costs on his federal income tax return. 
 
10. The amount an individual pays annually in premiums for long-term health care insurance, provided that the
individual has not claimed a deduction for federal income tax purposes, or, for taxable years beginning before
January 1, 2014, a credit under § 58.1-339.11. For taxable years beginning on and after January 1, 2014, no such
deduction for long-term health care insurance premiums paid by the individual during the taxable year shall be
allowed if the individual has claimed a federal income tax deduction for such taxable year for long-term health care
insurance premiums paid by him. 
 
11. Contract payments to a producer of quota tobacco or a tobacco quota holder, or their spouses, as provided
under the American Jobs Creation Act of 2004 (P.L. 108-357), but only to the extent that such payments have not
been subtracted pursuant to subsection D of § 58.1-402, as follows: 
 
a. If the payment is received in installment payments, then the recognized gain may be subtracted in the taxable
year immediately following the year in which the installment payment is received. 
 
b. If the payment is received in a single payment, then 10 percent of the recognized gain may be subtracted in the
taxable year immediately following the year in which the single payment is received. The taxpayer may then deduct
an equal amount in each of the nine succeeding taxable years. 
 
12. An amount equal to 20 percent of the sum paid by an individual pursuant to Chapter 6 (§ 58.1-600 et seq.), not
to exceed $500 in each taxable year, in purchasing for his own use the following items of tangible personal
property: (i) any clothes washers, room air conditioners, dishwashers, and standard size refrigerators that meet or
exceed the applicable energy star efficiency requirements developed by the U.S. Environmental Protection Agency
and the U.S. Department of Energy; (ii) any fuel cell that (a) generates electricity using an electrochemical process,
(b) has an electricity-only generation efficiency greater than 35 percent, and (c) has a generating capacity of at
least two kilowatts; (iii) any gas heat pump that has a coefficient of performance of at least 1.25 for heating and at
least 0.70 for cooling; (iv) any electric heat pump hot water heater that yields an energy factor of at least 1.7; (v)
any electric heat pump that has a heating system performance factor of at least 8.0 and a cooling seasonal energy
efficiency ratio of at least 13.0; (vi) any central air conditioner that has a cooling seasonal energy efficiency ratio of
at least 13.5; (vii) any advanced gas or oil water heater that has an energy factor of at least 0.65; (viii) any advanced
oil-fired boiler with a minimum annual fuel-utilization rating of 85; (ix) any advanced oil-fired furnace with a
minimum annual fuel-utilization rating of 85; and (x) programmable thermostats. 
 
13. The lesser of $5,000 or the amount actually paid by a living donor of an organ or other living tissue for
unreimbursed out-of-pocket expenses directly related to the donation that arose within 12 months of such
donation, provided that the donor has not taken a medical deduction in accordance with the provisions of § 213 of
the Internal Revenue Code for such expenses. The deduction may be taken in the taxable year in which the
donation is made or the taxable year in which the 12-month period expires. 
 
14. For taxable years beginning on and after January 1, 2013, the amount an individual age 66 or older with earned
income of at least $20,000 for the year and federal adjusted gross income not in excess of $30,000 for the year pays
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annually in premiums for (i) a prepaid funeral insurance policy covering the individual or (ii) medical or dental
insurance for any person for whom individual tax filers may claim a deduction for such premiums under federal
income tax laws. As used in this subdivision, "earned income" means the same as that term is defined in § 32(c) of
the Internal Revenue Code. The deduction shall not be allowed for any portion of such premiums paid for which
the individual has (a) been reimbursed, (b) claimed a deduction for federal income tax purposes, (c) claimed a
deduction or subtraction under another provision of this section, or (d) claimed a federal income tax credit or any
income tax credit pursuant to this chapter. 
 
15. Business interest disallowed as a deduction pursuant to § 163(j) of the Internal Revenue Code: 
 
a. For taxable years beginning on and after January 1, 2018, but before January 1, 2022, 20 percent of such
disallowed business interest; 
 
b. For taxable years beginning on and after January 1, 2022, but before January 1, 2024, 30 percent of such
disallowed business interest; 
 
c. For taxable years beginning on and after January 2, 2024, 50 percent of such disallowed business interest. 
 
For purposes of subdivision 15, "business interest" means the same as that term is defined under § 163(j) of the
Internal Revenue Code. 
 
16. For taxable years beginning on and after January 1, 2019, the actual amount of real and personal property taxes
imposed by the Commonwealth or any other taxing jurisdiction not otherwise deducted solely on account of the
dollar limitation imposed on individual deductions by § 164(b)(6)(B) of the Internal Revenue Code. 
 
17. For taxable years beginning before January 1, 2021, up to $100,000 of the amount that is not deductible when
computing federal adjusted gross income solely on account of the portion of subdivision B 10 of § 58.1-301 related
to Paycheck Protection Program loans. 
 
18. For taxable years beginning on and after January 1, 2022, but before January 1, 2025, the lesser of $500 or the
actual amount paid or incurred for eligible educator qualifying expenses. For purposes of this subdivision, "eligible
educator" means an individual who for at least 900 hours during the taxable year in which the credit under this
section is claimed served as a teacher licensed pursuant to Chapter 15 (§ 22.1-289.1 et seq.) of Title 22.1,
instructor, student counselor, principal, special needs personnel, or student aide serving accredited public or
private primary and secondary school students in Virginia, and "qualifying expenses" means 100 percent of the
amount paid or incurred by an eligible educator during the taxable year for participation in professional
development courses and the purchase of books, supplies, computer equipment (including related software and
services), other educational and teaching equipment, and supplementary materials used directly in that
individual's service to students as an eligible educator, provided that such purchases were neither reimbursed nor
claimed as a deduction on the eligible educator's federal income tax return for such taxable year. 
 
19. For taxable years beginning on and after January 1, 2026, the amount paid or cost incurred for installing a
qualifying upgrade required to interconnect a triggering project. No deduction shall be allowed under this section
for a taxpayer who has claimed a deduction under subsection I of § 58.1-402 for the same amount paid or cost
incurred to install such qualifying upgrade. 
For purposes of this subdivision, "qualifying upgrade" and "triggering project" have the same meanings as provided
for those terms in § 56-596.5. 
 
§ 58.1-332. Credits for taxes paid other states. 
 
A. Whenever a Virginia resident has become liable to another state for income tax on any earned or business
income or any gain on the sale of a capital asset (within the meaning of § 1221 of the Internal Revenue Code), not
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including an asset used in a trade or business, to the extent that such gain is included in federal adjusted gross
income, for the taxable year, derived from sources outside the Commonwealth and subject to taxation under this
chapter, the amount of such tax payable by him shall, upon proof of such payment, be credited on the taxpayer's
return with the income tax so paid to the other state. 
However, no franchise tax, license tax, excise tax, unincorporated business tax, occupation tax or any tax
characterized as such by the taxing jurisdiction, although applied to earned or business income, shall qualify for a
credit under this section, nor shall any tax which, if characterized as an income tax or a commuter tax, would be
illegal and unauthorized under such other state's controlling or enabling legislation qualify for a credit under this
section. 
The credit allowable under this section shall not exceed: (i) such proportion of the income tax otherwise payable by
him under this chapter as his income upon which the tax imposed by the other state was computed bears to his
Virginia taxable income upon which the tax imposed by this Commonwealth was computed or (ii) the income tax
otherwise payable under this chapter in the event that the income upon which the tax imposed by the other state is
computed is less than the Virginia taxable income upon which the tax imposed by this Commonwealth is computed
and all income derived from sources outside the Commonwealth and subject to taxation under this chapter is
earned income or business income reported on federal form Schedule C from a single state contiguous to Virginia.
The credit provided for by this section shall not be granted to a resident individual when the laws of another state,
under which the income in question is subject to tax assessment, provide a credit to such resident individual
substantially similar to that granted by subsection B of this section. 
 
B. Whenever a nonresident individual of this Commonwealth has become liable to the state where he resides for
income tax upon his Virginia taxable income for the taxable year, derived from Virginia sources and subject to
taxation under this chapter, the amount of such tax payable under this chapter shall be credited with such
proportion of the tax so payable by him to the state where he resides, upon proof of such payment, as his income
subject to taxation under this chapter bears to his entire income upon which the tax so payable to such other state
was imposed. The credit, however, shall be allowed only if the laws of such state: (i) grant a substantially similar
credit to residents of Virginia subject to income tax under such laws or (ii) impose a tax upon the income of its
residents derived from Virginia sources and exempt from taxation the income of residents of this Commonwealth.
No credit shall be allowed against the amount of the tax on any income taxable under this chapter which is exempt
from taxation under the laws of such other state. 
 
C. 1. For purposes of this section, the amount of any state income tax paid by an electing small business
corporation (S corporation) shall be deemed to have been paid by its individual shareholders in proportion to their
ownership of the stock of such corporation. 
 
2. For taxable years beginning on and after January 1, 2021, but before January 1, 2026, for purposes of this section,
the amount of any state income tax paid by a pass-through entity under a law of another state substantially similar
to § 58.1-390.3 shall be deemed to have been paid by its individual owners in proportion to their ownership. 
 
§ 58.1-339.8. Income tax credit for low-income taxpayers. 
 
A. For purposes of this section: 
 
"Family Virginia adjusted gross income" means the combined Virginia adjusted gross income of an individual, the
individual's spouse, and any person claimed as a dependent on the individual's or his spouse's income tax return
for the taxable year. 
 
"Household" means an individual, or in the case of married individuals, an individual and his spouse, regardless of
whether or not the individual and his spouse file combined or separate Virginia individual income tax returns. 
 
"Poverty guidelines" means the poverty guidelines for the 48 contiguous states and the District of Columbia
updated annually in the Federal Register by the U.S. Department of Health and Human Services under the authority
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of § 673(2) of the Omnibus Budget Reconciliation Act of 1981. 
 
"Virginia adjusted gross income" has the same meaning as the term is defined in § 58.1-321. 
 
B. 1. For taxable years beginning on and after January 1, 2000, any individual or married individuals filing jointly
whose family Virginia adjusted gross income does not exceed 100 percent of the poverty guideline amount
corresponding to a household of an equal number of persons as listed in the poverty guidelines published during
such taxable year, shall be allowed a nonrefundable credit against the tax levied pursuant to § 58.1-320 in an
amount equal to $300 each for the individual, the individual's spouse, and any person claimed as a dependent on
the individual's or married individuals' income tax return for the taxable year. For any taxable year in which
married individuals file separate Virginia income tax returns, the credit provided under this section shall be
allowed against the tax for only one of such two tax returns. Additionally, the credit provided under this section
shall not be allowed against such tax of a dependent of the individual or of married individuals. 
 
2. For taxable years beginning on and after January 1, 2006, any individual or married individuals filing jointly,
eligible for a tax credit pursuant to § 32 of the Internal Revenue Code, may for the taxable year, in lieu of the credit
authorized under subdivision 1, claim a nonrefundable credit against the tax imposed pursuant to § 58.1-320 in an
amount equal to 20 percent of the credit claimed by the individual or married individuals for federal individual
income taxes pursuant to § 32 of the Internal Revenue Code for the taxable year. In no case shall a household be
allowed a credit pursuant to this subdivision and subdivision 1 or 3 for the same taxable year. 
 
3. a. For taxable years beginning on and after January 1, 2022, but before January 1, 2025 any individual or married
individuals filing jointly, eligible for a tax credit pursuant to § 32 of the Internal Revenue Code, may for the taxable
year, in lieu of the credit authorized under subdivision 1 or 2, claim a refundable credit against the tax imposed
pursuant to § 58.1-320 in an amount equal to 15 percent of the credit claimed by the individual or married
individuals for federal individual income taxes pursuant to § 32 of the Internal Revenue Code for the taxable year. 
 
b. For taxable years beginning on and after January 1, 2025 but before January 1, 2027, any individual or married
individuals filing jointly may, for the taxable year, in lieu of the credit authorized under subdivision 1 or 2, claim a
refundable credit against the tax imposed pursuant to § 58.1-320 in an amount equal to 20 percent of the credit
claimed by the individual or married individuals for federal individual income taxes pursuant to § 32 of the Internal
Revenue Code for the taxable year. 
 
c. The refundable credit claimed pursuant to this subdivision 3 shall be claimed on the Virginia income tax return
and redeemed by the Tax Commissioner. In no case shall a household be allowed a credit pursuant to this
subdivision 3 and subdivision 1 or 2 for the same taxable year. 
 
C. The amount of the credit claimed pursuant to subdivision B 1 and B 2, or in the case of a nonresident or a person
to which § 58.1-303 applies, subdivision B 3, for any taxable year shall not exceed the individual's or married
individuals' Virginia income tax liability. 
 
D. Notwithstanding any other provision of this section, no credit shall be allowed pursuant to subsection B in any
taxable year in which the individual, the individual's spouse, or both, or any person claimed as a dependent on such
individual's or married individuals' income tax return, claims one or any combination of the following on his or
their income tax return for such taxable year: 
 
1. The subtraction under subdivision 8 of § 58.1-322.02; 
 
2. The subtraction under subdivision 15 of § 58.1-322.02; 
 
3. The subtraction under subdivision 16 of § 58.1-322.02; 
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4. The deduction for the additional personal exemption for blind or aged taxpayers under subdivision 2 b of § 58.1-
322.03; or 
 
5. The deduction under subdivision 5 of § 58.1-322.03. 
 
§ 58.1-390.3. Elective income tax on pass-through entities. 
 
A. 1. For taxable years beginning on and after January 1, 2021, but before January 1, 2022, a pass-through entity
may make an election, in a format and according to such requirements and procedures to be established by the
Department, to pay the tax levied by this section at the entity level for the taxable year. Such election shall be
made on or before a date to be determined by the Department, which shall be set no earlier than one year after the
extended due date for filing the applicable return. Notwithstanding §§ 58.1-1812 and 58.1-1833, no interest shall
accrue on underpayments or overpayments solely attributable to such election. 
 
2. For taxable years beginning on and after January 1, 2022, but before January 1, 2027, a pass-through entity may
make an annual election, on its timely filed return pursuant to § 58.1-392, to pay the tax levied by this section at
the entity level for the taxable period covered by such return. Such election shall be made on or before the due date
for filing the applicable return, including any extensions that have been granted. 
 
B. A tax at the rate of 5.75 percent is hereby annually imposed on the Virginia taxable income, as calculated
pursuant to § 58.1-391 but taking into account only the pro rata or distributive share of each item of income, gain,
loss, or deduction attributable to eligible owners, for each taxable year of every pass-through entity that makes the
election provided under subsection A. 
 
C. In computing the tax imposed by this section, the pro rata or distributive share of the Virginia taxable income of
each nonresident eligible owner shall be limited to income that is attributable to Virginia sources and shall be
subject to the modifications to income as described in §§ 58.1-322.01 through 58.1-322.04. 
 
D. A pass-through entity that elects to pay the tax levied by subsection B shall be eligible for all credits,
deductions, or other adjustments to taxable income under § 58.1-391, provided that a pass-through entity's taxable
income shall be adjusted to eliminate any federal deduction for state and local income taxes. 
 
E. Any person that is subject to the tax imposed under § 58.1-320 or 58.1-360 and is an eligible owner of a pass-
through entity making the election pursuant to this section shall be entitled to a credit against the tax imposed,
provided that taxable income has been adjusted to add back any deduction for state and local income taxes paid by
the pass-through entity. Such credit shall be in an amount equal to such person's pro rata share of the tax paid
under this section by any pass-through entity of which such person is an owner. If the amount of the credit allowed
pursuant to this subsection exceeds such person's tax liability for the tax imposed under § 58.1-320 or 58.1-360, as
applicable, such excess shall be treated as an overpayment and refundable pursuant to § 58.1-499. 
 
F. If any pass-through entity makes an election pursuant to this section, the Department shall assess and collect
tax, interest, and penalties as if such tax is a corporate income tax imposed pursuant to the provisions of Article 10
(§ 58.1-400 et seq.). 
 
G. The Department shall develop and make publicly available guidelines implementing the provisions of this
section and the credit authorized by subdivision C 2 of § 58.1-332. 
 
§ 58.1-609.3. Commercial and industrial exemptions. 
 
The tax imposed by this chapter or pursuant to the authority granted in §§ 58.1-605 and 58.1-606 shall not apply to
the following: 
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1. Personal property purchased by a contractor which is used solely in another state or in a foreign country, which
could be purchased by such contractor for such use free from sales tax in such other state or foreign country, and
which is stored temporarily in Virginia pending shipment to such state or country. 
 
2. (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 § 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 or extraction of oil, gas, natural gas and coalbed methane gas. In addition,
the exemption provided herein shall not be applicable to any machinery, tools, and equipment, or any other
tangible personal property used by a public service corporation in the generation of electric power, except for raw
materials that are inputs to production of electricity, including fuel, or for machinery, tools, and equipment used to
generate energy derived from sunlight or wind. The exemption for machinery, tools, and equipment used to
generate energy derived from sunlight or wind shall expire June 30, 2027. 
 
3. Tangible personal property sold or leased to a public service corporation engaged in business as a common
carrier of property or passengers by railway, for use or consumption by such common carrier directly in the
rendition of its public service. 
 
4. Ships or vessels, or repairs and alterations thereof, used or to be used exclusively or principally in interstate or
foreign commerce; fuel and supplies for use or consumption aboard ships or vessels plying the high seas, either in
intercoastal trade between ports in the Commonwealth and ports in other states of the United States or its
territories or possessions, or in foreign commerce between ports in the Commonwealth and ports in foreign
countries, when delivered directly to such ships or vessels; or tangible personal property used directly in the
building, conversion or repair of the ships or vessels covered by this subdivision. This exemption shall include
dredges, their supporting equipment, attendant vessels, and fuel and supplies for use or consumption aboard such
vessels, provided the dredges are used exclusively or principally in interstate or foreign commerce. 
 
5. Tangible personal property purchased for use or consumption directly and exclusively in basic research or
research and development in the experimental or laboratory sense. 
 
6. Notwithstanding the provisions of subdivision 20 of § 58.1-609.10, all tangible personal property sold or leased
to an airline operating in intrastate, interstate or foreign commerce as a common carrier providing scheduled air
service on a continuing basis to one or more Virginia airports at least one day per week, for use or consumption by
such airline directly in the rendition of its common carrier service. 
 
7. Meals furnished by restaurants or food service operators to employees as a part of wages. 
 
8. Tangible personal property including machinery and tools, repair parts or replacements thereof, and supplies
and materials used directly in maintaining and preparing textile products for rental or leasing by an industrial
processor engaged in the commercial leasing or renting of laundered textile products. 
 
9. Certified pollution control equipment and facilities as defined in § 58.1-3660, except for any equipment that has
not been certified to the Department of Taxation by a state certifying authority or subdivision certifying authority
pursuant to such section. 
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10. Parts, tires, meters and dispatch radios sold or leased to taxicab operators for use or consumption directly in
the rendition of their services. 
 
11. High speed electrostatic duplicators or any other duplicators which have a printing capacity of 4,000
impressions or more per hour purchased or leased by persons engaged primarily in the printing or photocopying of
products for sale or resale. 
 
12. From July 1, 1994, and ending July 1, 2024, raw materials, fuel, power, energy, supplies, machinery or tools or
repair parts therefor or replacements thereof, used directly in the drilling, extraction, or processing of natural gas
or oil and the reclamation of the well area. For the purposes of this section, the term "natural gas" shall mean "gas,"
"natural gas," and "coalbed methane gas" as defined in § 45.2-1600. For the purposes of this section, "drilling,"
"extraction," and "processing" shall include production, inspection, testing, dewatering, dehydration, or distillation
of raw natural gas into a usable condition consistent with commercial practices, and the gathering and
transportation of raw natural gas to a facility wherein the gas is converted into such a usable condition. Machinery,
tools and equipment, or repair parts therefor or replacements thereof, shall be exempt if the preponderance of
their use is directly in the drilling, extraction, refining, or processing of natural gas or oil for sale or resale, or in
well area reclamation activities required by state or federal law. 
 
13. Beginning July 1, 1997, (i) the sale, lease, use, storage, consumption, or distribution of an orbital or suborbital
space facility, space propulsion system, space vehicle, satellite, or space station of any kind possessing space flight
capability, including the components thereof, irrespective of whether such facility, system, vehicle, satellite, or
station is returned to this Commonwealth for subsequent use, storage or consumption in any manner when used to
conduct spaceport activities; (ii) the sale, lease, use, storage, consumption or distribution of tangible personal
property placed on or used aboard any orbital or suborbital space facility, space propulsion system, space vehicle,
satellite or space station of any kind, irrespective of whether such tangible personal property is returned to this
Commonwealth for subsequent use, storage or consumption in any manner when used to conduct spaceport
activities; (iii) fuels of such quality not adapted for use in ordinary vehicles, being produced for, sold and
exclusively used for space flight when used to conduct spaceport activities; (iv) the sale, lease, use, storage,
consumption or distribution of machinery and equipment purchased, sold, leased, rented or used exclusively for
spaceport activities and the sale of goods and services provided to operate and maintain launch facilities, launch
equipment, payload processing facilities and payload processing equipment used to conduct spaceport activities. 
For purposes of this subdivision, "spaceport activities" means activities directed or sponsored at a facility owned,
leased, or operated by or on behalf of the Virginia Commercial Space Flight Authority. 
The exemptions provided by this subdivision shall not be denied by reason of a failure, postponement or
cancellation of a launch of any orbital or suborbital space facility, space propulsion system, space vehicle, satellite
or space station of any kind or the destruction of any launch vehicle or any components thereof. 
 
14. Semiconductor cleanrooms or equipment, fuel, power, energy, supplies, or other tangible personal property
used primarily in the integrated process of designing, developing, manufacturing, or testing a semiconductor
product, a semiconductor manufacturing process or subprocess, or semiconductor equipment without regard to
whether the property is actually contained in or used in a cleanroom environment, touches the product, is used
before or after production, or is affixed to or incorporated into real estate. 
 
15. Semiconductor wafers for use or consumption by a semiconductor manufacturer. 
 
16. Railroad rolling stock when sold or leased by the manufacturer thereof. 
 
17. Computer equipment purchased or leased on or before June 30, 2011, used in data centers located in a Virginia
locality having an unemployment rate above 4.9 percent for the calendar quarter ending November 2007, for the
processing, storage, retrieval, or communication of data, including but not limited to servers, routers, connections,
and other enabling hardware when part of a new investment of at least $75 million in such exempt property, when
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such investment results in the creation of at least 100 new jobs paying at least twice the prevailing average wage in
that locality, so long as such investment was made in accordance with a memorandum of understanding with the
Virginia Economic Development Partnership Authority entered into or amended between January 1, 2008, and
December 31, 2008. The exemption shall also apply to any such computer equipment purchased or leased to
upgrade, add to, or replace computer equipment purchased or leased in the initial investment. The exemption shall
not apply to any computer software sold separately from the computer equipment, nor shall it apply to general
building improvements or fixtures. 
 
18. a. Beginning July 1, 2010, and ending June 30, 20352050, except as provided in subdivision 19, computer
equipment or enabling software purchased or leased for the processing, storage, retrieval, or communication of
data, including but not limited to servers, routers, connections, and other enabling hardware, including chillers
and backup generators used or to be used in the operation of the equipment exempted in this paragraph, provided
that such computer equipment or enabling software is purchased or leased for use in a data center, which includes
any data center facilities located in the same locality as the data center that are under common ownership or
affiliation of the data center operator, that (i) is located in a Virginia locality; (ii) results in a new capital
investment on or after January 1, 2009, of at least $150 million; and (iii) results in the creation on or after July 1,
2009, of at least 50 new jobs by the data center operator and the tenants of the data center, collectively, associated
with the operation or maintenance of the data center provided that such jobs pay at least one and one-half times
the prevailing average wage in that locality. The requirement of at least 50 new jobs is reduced to 10 new jobs if the
data center is located in a distressed locality at the time of the execution of a memorandum of understanding with
the Virginia Economic Development Partnership Authority. Additionally, the requirement of a $150 million capital
investment shall be reduced to $70 million for data centers that qualify for the reduced jobs requirement. 
 
This exemption applies to the data center operator and the tenants of the data center if they collectively meet the
requirements listed in this section. Prior to claiming such exemption, any qualifying person claiming the
exemption, including a data center operator on behalf of itself and its tenants, must enter into a memorandum of
understanding with the Virginia Economic Development Partnership Authority that at a minimum provides the
details for determining the amount of capital investment made and the number of new jobs created, the timeline
for achieving the capital investment and new job goals, the repayment obligations should those goals not be
achieved, and any conditions under which repayment by the qualifying data center or data center tenant claiming
the exemption may be required. In addition, the exemption shall apply to any such computer equipment or
enabling software purchased or leased to upgrade, supplement, or replace computer equipment or enabling
software purchased or leased in the initial investment. The exemption shall not apply to any other computer
software otherwise taxable under Chapter 6 of Title 58.1 that is sold or leased separately from the computer
equipment, nor shall it apply to general building improvements or other fixtures. 
 
b. For purposes of this subdivision 18, "distressed locality" means: 
 
(1) From July 1, 2021, until July 1, 2023, any locality that had (i) an annual unemployment rate for calendar year
2019 that was greater than the final statewide average unemployment rate for that calendar year and (ii) a poverty
rate for calendar year 2019 that exceeded the statewide average poverty rate for that year; and 
 
(2) From and after July 1, 2023, any locality that has (i) an annual unemployment rate for the most recent calendar
year for which such data is available that is greater than the final statewide average unemployment rate for that
calendar year and (ii) a poverty rate for the most recent calendar year for which such data is available that exceeds
the statewide average poverty rate for that year. 
 
c. For so long as a data center operator is claiming an exemption pursuant to this subdivision 18, such operator
shall be required to submit an annual report to the Virginia Economic Development Partnership Authority on
behalf of itself and, if applicable, its participating tenants that includes their employment levels, capital
investments, average annual wages, qualifying expenses, and tax benefit, and such other information as the
Virginia Economic Development Partnership Authority determines is relevant, pursuant to procedures developed



by the Virginia Economic Development Partnership Authority. The annual report shall be submitted by the data
center operator in a format prescribed by the Virginia Economic Development Partnership Authority. The Virginia
Economic Development Partnership Authority shall share all information collected with the Department. 
 
The Department, in collaboration with the Virginia Economic Development Partnership Authority, shall publish a
biennial report on the exemption that shall include aggregate information on qualifying expenses claimed under
this exemption, the total value of the tax benefit, a return on investment analysis that includes direct and indirect
jobs created by data center investment, state and local tax revenues generated, and any other information the
Department and the Virginia Economic Development Partnership Authority deem appropriate to demonstrate the
costs and benefits of the exemption. The report shall not include, and the Department and the Virginia Economic
Development Partnership Authority shall not publish or disclose, any such information if it is unaggregated or if
such report or publication could be used to identify a business or individual. The Department shall submit the
report to the Chairmen of the Senate Committee on Finance and Appropriations and the House Committees on
Appropriations and Finance. The Virginia Economic Development Partnership Authority may publish on its
website and distribute annual information indicating the job creation and ranges of capital investments made by a
data center operator and, if applicable, its participating tenants, in a format to be developed in consultation with
data center operators. 
 
19. a. Notwithstanding any provision of subdivision 18 to the contrary, the exemption set forth in subdivision 18
may be extended for the purchase or lease of computer equipment or enabling software by or on behalf of data
center operators for use in data centers in the Commonwealth that are under common ownership or affiliation with
the data center operator as set forth in this subdivision 19. For purposes of this subdivision 19, a data center
operator shall be considered to own a data center if it is operated on behalf of the data center operator pursuant to
a long-term lease of at least ten years. 
 
b. To qualify for an extension pursuant to this subdivision 19, a data center operator shall enter into a
memorandum of understanding with the Virginia Economic Development Partnership Authority on or after
January 1, 2023, that at a minimum provides the details for determining the amount of capital investment made
and the number of new jobs created; the locality or localities in which the capital investment shall be made and
new jobs shall be created in order to qualify for the extension; and the timeline for making the capital investment
and creating the new jobs in each specified locality. A data center operator shall only be required to enter into one
memorandum of understanding pursuant to this subdivision 19 in order to qualify for the extension pursuant to
both subdivisions c and d. 
 
c. If on or after January 1, 2023, but before July 1, 20352050, a data center operator that has entered into a
memorandum of understanding pursuant to subdivision b (i) makes or causes to be made a capital investment of at
least $35 billion in data centers in localities identified in a memorandum of understanding and (ii) creates at least
1,000 new full-time jobs, as defined in § 59.1-284.42, at such data centers, of which at least 100 of such jobs shall
pay at least one and one-half times the prevailing average wage in the Commonwealth, the data center operator
shall be eligible to continue to utilize the exemption set forth in subdivision 18 through June 30, 20402055. 
 
d. If on or after January 1, 2023, but before July 1, 20402055, a data center operator that has entered into a
memorandum of understanding pursuant to subdivision b (i) makes a total capital investment of at least $100
billion, inclusive of any investment made pursuant to subdivision c, in data centers in the localities identified in
such memorandum of understanding and (ii) creates a total of at least 2,500 new full-time jobs, as defined in § 
59.1-284.42, at such data centers, of which at least 100 of such jobs shall pay at least one and one-half times the
prevailing average wage in the Commonwealth, inclusive of any new full-time jobs created pursuant to subdivision
c, the data center operator shall be eligible to utilize the exemption set forth in subdivision 18 through June 30, 
20502065. 
 
e. The extension provided in this subdivision 19 shall apply to the computer equipment or enabling software
purchased or leased for use in the data centers subject to the capital investment and job requirements set forth
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herein, as well as to any such computer equipment or enabling software purchased or leased to upgrade,
supplement, or replace computer equipment or enabling software purchased or leased in the initial investment.
The extension shall also apply to any computer equipment or software purchased or leased in data centers under
common ownership or affiliation with the data center operator for which the data center operator entered into a
memorandum of understanding with the Virginia Economic Development Partnership Authority to qualify for the
exemption set forth in subdivision 18. 
 
f. The reporting requirements set forth in subdivision 18 shall continue to apply to a data center operator for the
duration of any extension granted pursuant to this subdivision 19. 
 
20. If the preponderance of their use is in the manufacture of beer by a brewer licensed pursuant to subdivision 3 or
4 of § 4.1-206.1, (i) machinery, tools, and equipment, or repair parts therefor or replacements thereof, fuel, power,
energy, or supplies; (ii) materials for future processing, manufacturing, or conversion into beer where such
materials either enter into the production of or become a component part of the beer; and (iii) materials, including
containers, labels, sacks, cans, bottles, kegs, boxes, drums, or bags for future use, for packaging the beer for
shipment or sale. 
 
21. If the preponderance of their use is in advanced recycling, as defined in § 58.1-439.7, (i) machinery, tools, and
equipment, or repair parts therefor or replacements thereof, fuel, power, energy, or supplies; (ii) materials for
processing, manufacturing, or conversion for resale where such materials either are recycled or recovered; and (iii)
materials, including containers, labels, sacks, cans, boxes, drums, or bags used for packaging recycled or recovered
material for shipment or resale. 
 
4. That §§ 58.1-416, as it is currently effective and as it may become effective, 58.1-422.4, and 58.1-422.5 
of the Code of Virginia are amended and reenacted: 
 
§ 58.1-416. (Contingent expiration date) When certain other sales deemed in the Commonwealth. 
 
A. Sales, other than sales of tangible personal property, are in the Commonwealth if the taxpayer's market for the
sales is in the Commonwealth and the taxpayer's sales in Commonwealth for the taxable year exceed $100,000 in
aggregate. Except as provided in subsection B and E, the taxpayer's market for sales is in the Commonwealth: 
 
1. In the case of sale, rental, lease or license of real property, if and to the extent the property is located in the
Commonwealth; 
 
2. in the case of sale of a service, if and to the extent that the benefit of the service is received at a location in the
Commonwealth; and 
 
3. a. In the case of intangible property that is rented, leased, or licensed, if and to the extent that the property is
used in the Commonwealth. For purposes of this subdivision a, intangible property utilized in marketing a good or
service to a consumer is “used in the Commonwealth” if that good or service is purchased by a consumer who is in
the Commonwealth; and 
 
b. In the case of intangible property that is sold, if and to the extent that the property is used in the
Commonwealth. For purposes of this subdivision b, (i) a contract right, government license, or similar intangible
property that authorizes the holder to conduct a business activity in a specific geographic area is "used in the
Commonwealth" if the geographic area includes all or part of the Commonwealth; (ii) receipts from intangible
property sales that are contingent on the productivity, use, or disposition of the intangible property are treated as
receipts from the rental, lease or licensing of such intangible property under subdivision a; and (iii) all other
receipts from a sale of intangible property are excluded from the numerator and denominator of the sales factor.
Sales other than sales of tangible personal property, are in the Commonwealth if: 
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1. The income-producing activity is performed in the Commonwealth; or 
 
2. The income-producing activity is performed both in and outside the Commonwealth and a greater proportion of 
the income-producing activity is performed in the Commonwealth than in any other state, based on costs of 
performance. 
 
B. 1. For debt buyers, as defined in § 58.1-422.3, sales, other than sales of tangible personal property, are in the
Commonwealth if they consist of money recovered on debt that a debt buyer collected from a person who is a
resident of the Commonwealth or an entity that has its commercial domicile in the Commonwealth. Such rule shall
apply regardless of the location of a debt buyer's business. 
 
2. For property information and analytics firms, as defined in § 58.1-422.4, that meet the requirements set forth in 
§ 58.1-422.4, sales of services are in the Commonwealth if they are derived from transactions with a customer or 
client who receives the benefit of the services in the Commonwealth. Such rule shall apply regardless of the 
location of a property information and analytics firm's business operations. 
 
C. The taxes under this article on the sales described under subsection Bthis section are imposed to the maximum
extent permitted under the Constitutions of Virginia and the United States and federal law. For the collection of
such taxes on such sales, it is the intent of the General Assembly that the Tax Commissioner and the Department
assert the taxpayer's nexus with the Commonwealth to the maximum extent permitted under the Constitutions of
Virginia and the United States and federal law. 
 
D.1. If necessary information is not available to the taxpayer to determine whether a sale other than a sale of
tangible personal property is in the Commonwealth pursuant to the provisions of subsections B and C A and B, the
taxpayer may estimate the dollar value or portion of such sale in the Commonwealth, provided that the taxpayer
can demonstrate to the satisfaction of the Tax Commissioner that (i) the estimate has been undertaken in good
faith, (ii) the estimate is a reasonable approximation of the dollar value or portion of such sale in the
Commonwealth, and (iii) in using an estimate the taxpayer did not have as a principal purpose the avoidance of
any tax due under this article. The Department may implement procedures for obtaining its approval to use an
estimate. The Department shall adopt remedies and corrective procedures for cases in which the Department has
determined that the sourcing rules for sales other than sales of tangible personal property have been abused by the
taxpayer, which may include reliance on the location of income-producing activity and direct costs of performance
as described in subsection A of § 58.1-416, as it was in effect for taxable years beginning before January 1, 2027. 
 
2. In the case of a sale, other than the sale of tangible personal property, pursuant to a contract with the United
States by a taxpayer that is a defense contractor as defined by 50 U.S.C. § 4552, where the location of the receipt of
the benefit of the service cannot be determined under subsection A or B, using a reasonable amount of effort
undertaken in good faith, then the taxpayer shall estimate the dollar value or portion of such sale in the
Commonwealth using the Commonwealth's share of the total population of the relevant geographical market. 
 
3. The population used in subdivision D 2, shall be the U.S. population as determined by the most recent U.S.
census data as of the beginning of the taxable year. If it can be substantiated by the taxpayer that the service is
delivered to a location or intangible property is being materially used outside the U.S., then the populations of
those other countries foreign jurisdictions or geographic areas where the service is being delivered or the
intangible property is being materially used shall be added to the U.S. population. 
 
E. 1. Notwithstanding any other provision of this section, a taxpayer that is a “telecommunications company” as
defined by § 58.1-400.1, may elect to assign sales, other than sales of tangible personal property, under subdivision
E 3 for taxable years beginning on or after January 1, 2027, but before January 1, 2033. 
 
2. An election under this subsection shall be made on the taxpayer's return for the first taxable year for which the
taxpayer is eligible for the election, and once made, an election under this subsection cannot be changed for
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subsequent years without approval in writing by the Tax Commissioner. 
 
3. Sales, other than sales of tangible personal property, are in the Commonwealth if: 
 
a. The income-producing activity is performed in the Commonwealth; or 
 
b. The income-producing activity is performed both in and outside the Commonwealth and a greater proportion of
the income-producing activity is performed in the Commonwealth than in any other state, based on costs of
performance. 
 
§ 58.1-416. (Contingent effective date) When certain other sales deemed in the Commonwealth. 
 
A. For taxable years beginning on and after January 1, 2027, sales, other than sales of tangible personal property,
are in the Commonwealth if the taxpayer's market for the sales is in the Commonwealth and the taxpayer's sales in
Commonwealth for the taxable year exceed $100,000 in aggregate. Except as provided in subsection B and E, the
taxpayer's market for sales is in the Commonwealth: 
 
1. In the case of sale, rental, lease or license of real property, if and to the extent the property is located in the
Commonwealth; 
 
2. in the case of sale of a service, if and to the extent that the benefit of the service is received at a location in the
Commonwealth; and 
 
3. a. In the case of intangible property that is rented, leased, or licensed, if and to the extent that the property is
used in the Commonwealth. For purposes of this subdivision a, intangible property utilized in marketing a good or
service to a consumer is “used in the Commonwealth” if that good or service is purchased by a consumer who is in
the Commonwealth; and 
 
b. In the case of intangible property that is sold, if and to the extent that the property is used in the
Commonwealth. For purposes of this subdivision b, (i) a contract right, government license, or similar intangible
property that authorizes the holder to conduct a business activity in a specific geographic area is "used in the
Commonwealth" if the geographic area includes all or part of the Commonwealth; (ii) receipts from intangible
property sales that are contingent on the productivity, use, or disposition of the intangible property are treated as
receipts from the rental, lease or licensing of such intangible property under subdivision a; and (iii) all other
receipts from a sale of intangible property are excluded from the numerator and denominator of the sales factor.
Sales other than sales of tangible personal property, are in the Commonwealth if: 
 
1. The income-producing activity is performed in the Commonwealth; or 
 
2. The income-producing activity is performed both in and outside the Commonwealth and a greater proportion of 
the income-producing activity is performed in the Commonwealth than in any other state, based on costs of 
performance. 
 
B.1. For debt buyers, as defined in § 58.1-422.3, sales, other than sales of tangible personal property, are in the
Commonwealth if they consist of money recovered on debt that a debt buyer collected from a person who is a
resident of the Commonwealth or an entity that has its commercial domicile in the Commonwealth. Such rule shall
apply regardless of the location of a debt buyer's business. 
 
2. For property information and analytics firms, as defined in § 58.1-422.4, that meet the requirements set forth in 
§ 58.1-422.4, sales of services are in the Commonwealth if they are derived from transactions with a customer or 
client who receives the benefit of the services in the Commonwealth. Such rule shall apply regardless of the 
location of a property information and analytics firm's business operations. 
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3. For Internet root infrastructure providers, as defined in § 58.1-422.5, sales of services are in the Commonwealth 
if they are derived from sales transactions with a customer or client who receives the benefit of the services in the 
Commonwealth. Such rule shall apply regardless of the location of an Internet root infrastructure provider's 
operations. 
 
C. The taxes under this article on the sales described under this section subsection B are imposed to the maximum
extent permitted under the Constitutions of Virginia and the United States and federal law. For the collection of
such taxes on such sales, it is the intent of the General Assembly that the Tax Commissioner and the Department
assert the taxpayer's nexus with the Commonwealth to the maximum extent permitted under the Constitutions of
Virginia and the United States and federal law. 
 
D.1. If necessary information is not available to the taxpayer to determine whether a sale other than a sale of
tangible personal property is in the Commonwealth pursuant to the provisions of this section subsections B and C,
the taxpayer may estimate the dollar value or portion of such sale in the Commonwealth, provided that the
taxpayer can demonstrate to the satisfaction of the Tax Commissioner that (i) the estimate has been undertaken in
good faith, (ii) the estimate is a reasonable approximation of the dollar value or portion of such sale in the
Commonwealth, and (iii) in using an estimate the taxpayer did not have as a principal purpose the avoidance of
any tax due under this article. The Department may implement procedures for obtaining its approval to use an
estimate. The Department shall adopt remedies and corrective procedures for cases in which the Department has
determined that the sourcing rules for sales other than sales of tangible personal property have been abused by the
taxpayer, which may include reliance on the location of income-producing activity and direct costs of performance
as described in subsection A of § 58.1-416, as it was in effect for taxable years beginning before January 1, 2027. 
 
2. In the case of a sale, other than the sale of tangible personal property, pursuant to a contract with the United
States by a taxpayer that is a defense contractor as defined by 50 U.S.C. § 4552, where the location of the receipt of
the benefit of the service cannot be determined under subsection A or B, using a reasonable amount of effort
undertaken in good faith, the taxpayer shall estimate the dollar value or portion of such sale in the Commonwealth
using the Commonwealth's share of the total population of the relevant geographical market. 
 
3. The population used in subdivision D 2, shall be the U.S. population as determined by the most recent U.S.
census data as of the beginning of the taxable year. If it can be substantiated by the taxpayer that the service is
delivered to a location or intangible property is being materially used outside the U.S., then the populations of
those other countries foreign jurisdictions or geographic areas where the service is being delivered or the
intangible property is being materially used shall be added to the U.S. population. 
 
E. 1. Notwithstanding any other provision of this section, a taxpayer that is a “telecommunications company” as
defined by § 58.1-400.1, may elect to assign a sales, other than sales of tangible personal property, under
subdivision E 3 for taxable years beginning on or after January 1, 2027, but before January 1, 2033. 
 
2. An election under this subsection shall be made on the taxpayer's return for the first taxable year for which the
taxpayer is eligible for the election, and once made, an election under this subsection cannot be changed for
subsequent years without approval in writing by the Tax Commissioner. 
 
3. Sales, other than sales of tangible personal property, are in the Commonwealth if: 
 
a. The income-producing activity is performed in the Commonwealth; or 
 
b. The income-producing activity is performed both in and outside the Commonwealth and a greater proportion of
the income-producing activity is performed in the Commonwealth than in any other state, based on costs of
performance. 
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§ 58.1-422.4. Property information and analytics firms. 
 
A. As used in this section: 
 
"Authority" means the Virginia Economic Development Partnership Authority. 
 
"Eligible city" means the City of Richmond. 
 
"Memorandum of understanding" means a performance agreement or related document entered into by a property
information and analytics firm and the Authority on or after December 1, 2021, but before August 1, 2022, that sets
forth the requirements for capital investments and the creation of new full-time jobs by such property information
and analytics firm. 
 
"Property information and analytics firm" means an entity and its affiliated entities that as of January 1, 2022, is
primarily a commercial real estate information and analytics firm with a location in an eligible city and that
between January 1, 2022, and January 1, 20292027, is expected to (i) make or cause to be made a capital investment
in an eligible city of at least $414.45 million and (ii) create at least 1,785 new jobs with average annual wages of at
least $85,000 per job. 
 
B. 1. For taxable years beginning on or after January 1, 2022, but before January 1, 20292027, a property
information and analytics firm shall be subject to the provisions of subdivision B 2 of § 58.1-416 only if the
Authority certifies to the Department that it has at least 1,000 full-time employees as of January 1, 2022, in an
eligible city, subject to the terms and conditions of the memorandum of understanding. 
 
2. For taxable years beginning on or after January 1, 20292027, a property information and analytics firm shall be
subject to the provisions of subdivision B 2 of § 58.1-416 § 58.1-416. only if the Authority certifies to the 
Department that it has at least 2,785 full-time employees as of January 1, 2029, in an eligible city, and from January
 1, 2022, through December 31, 2028, has made or caused to be made a capital investment for its facilities in that 
eligible city of at least $414.45 million. Once the Authority certifies a property information and analytics firm has 
met the job and capital investment requirements set forth in this subdivision, no additional certifications shall be 
required and the property information and analytics firm shall continue to be subject to the provisions of 
subdivision B 2 of § 58.1-416 in all future taxable years. 
 
C. The General Assembly finds that the growth of property information and analytics firms, including the capital
investment and new jobs spurred by such growth, is essential to the continued fiscal health of the Commonwealth.
Accordingly, the provisions of subsections A and B relating to capital investment and new jobs are integral to the
purpose of this section. If any provision of this section is for any reason held to be invalid or unconstitutional by
the decision of a court of competent jurisdiction, that provision shall not be deemed severable. 
 
§ 58.1-422.5. (Contingent effective date) Internet root infrastructure providers. 
 
A. As used in this section: 
 
"Authority" means the Virginia Economic Development Partnership Authority. 
 
"Eligible planning district" means Planning District 8. 
 
"Internet root infrastructure provider" means an entity and its affiliated entities that is designated to operate one
or more of the 13 Internet root servers of the Internet Assigned Names Authority (IANA) root and functions as the
authoritative directory for one or more Top-Level Domains. This term does not include an Internet service
provider, cable service provider, or similar company.  
"Internet root server of the IANA root" means a Domain Name System server for one of the 13 root identities (A. -

http://law.lis.virginia.gov/vacode/58.1-422.4/
http://law.lis.virginia.gov/vacode/58.1-416/
http://law.lis.virginia.gov/vacode/58.1-416/
http://law.lis.virginia.gov/vacode/58.1-422.5/


M.) that answers requests for the Domain Name System root zone of the Internet, redirecting requests for each
Top-Level Domain to its respective nameservers. 
 
"Memorandum of understanding" means a performance agreement or related document entered into by an Internet
root infrastructure provider and the Authority on or after January 1, 2023, but before December 1, 2023, that sets
forth the requirements for commitments to the Commonwealth. 
 
B. 1. For taxable years beginning on or after January 1, 2023, but before January 1, 20302027, an Internet root
infrastructure provider shall be subject to the provisions of subdivision B 3 of § 58.1-416 only if the Authority
certifies to the Department that the taxpayer has at least 550 full-time employees with an average annual salary of
$175,000 in an eligible planning district, has entered into a memorandum of understanding with the Authority, and
has met the terms of such agreement. 
 
2. For taxable years beginning on or after January 1, 20302027, if the Authority certifies to the Department that all 
requirements of the memorandum of understanding have been satisfied, no additional certifications shall be 
required, and the Internet root infrastructure provider shall continue to be subject to the provisions of subdivision 
B 3 of § 58.1-416 § 58.1-416 in future taxable years. 
 
C. The General Assembly finds that the presence of the Internet root infrastructure provider industry is essential to
the continued fiscal health of the Commonwealth. If any provision of this section is for any reason held to be
invalid or unconstitutional by the decision of a court of competent jurisdiction, that provision shall not be deemed
severable. 
 
5. That the provisions of the fourth enactment of this act shall be effective for taxable years beginning on
and after January 1, 2027. 
 
6. That the third enactments of Chapters 256 and 257 of the Acts of Assembly of 2022 are repealed
effective for taxable years beginning on and after January 1, 2027. 
 
7. That the Tax Commissioner shall develop guidelines implementing the provisions of the fourth
enactment of this act. Such guidelines shall be exempt from the provisions of the Administrative Process
Act (§ 2.2-4000 et seq. of the Code of Virginia). 
 
8. That the provisions of the first enactment of this act shall expire at midnight on June 30, 2028. 
 
9. That the provisions of the second, third, and fourth enactments of this act shall have no expiration date. 
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