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House Bill 29/30
General Fund Summary

HAC Amendments
HB 29 HB 30 HB 30 FY 2022-2024

Summary Recommended Revenue Adjustments FY 2022 FY 2023 FY 2024 Biennium
Unappropriated Balance - as Introduced 4,166,900,940 269,131,169 {119,695,506) 149,435,663
Changes to Resources 1,286,554,324 | (1,897,100,000} {1,199,600,000) {3,096,700,000)
Changes to Balance Forward 420,524,492 0 420,524,492
Net Spending 866,029,842 | (1,434,267,132) (1,097,008,677) {2,531,275,809)
Ending Balance/Unappropriated Balance 4,587,425,432 226,822,793 (222,286,829} 4,535,964
BALANCES/REVENUES/TRANSFERS
Additions to Balances
Free Up GF Set Aside Pending ARPA Final Rule 221,604,375 0 0 o
Legislative Agency Carryforward Balances 5,459,063 0 0 0
House Carryforward Balances 3,000,000 0 0 0
Auxilliary Grant Balances 2,000,000 0 0 0
Elect Postage Stamp Balances 1,100,000

Subtotal-Balances 233,163,438 0 0 1]
Changes to Revenues
HB 935: Taxpayer Relief Checks {Net of HB 30} (202,800,000} {202,800,000}
Move AST to FY 2022 {202,800,000) 202,300,000 202,800,000
HB 90: Eliminate Local 1% Sales Tax and Backfill (McNamara) (238,500,000} {267,800,000) (506,300,000}
HB 90: Eliminate Remaining 6 Months SAP Sales Tax (129,800,000) {2,800,000) (132,600,000}
HB 472: Double the Standard Deduction (1,243,300,000) {852,300,000) {2,095,600,000)
HB 1128: 3-Year Phase-In 40k Subtraction Military Pensions {287,000,000j {228,000,000) (515,000,000}
Eliminate EITC Proposal 160,000,000 156,000,000 316,000,000
Eliminate Worker Misclassification Revenues {200,000j) {500,000]) {700,000)
HB 971: Conformity for FY tax filers for TY 2020 {7,000,000) 0
HB 551 - Eliminate Tax of Prescription Pet Meds (2,800,000} {3,100,000} (5,900,000)
HB 763 - Charitable Gaming 13,300,000 13,300,000 26,600,000
Mid-Session Reforecast 1,250,100,000 0
HB 103 - Teacher Deduction (3,500,000} {3,500,000} {7,000,000}
HB 1006 - 163] deduction increase 20% to 30% (15,300,000} (10,900,000} (26,200,000}

Subtotal-Revenues 1,040,300,000 | (1,747,100,000) (1,199,600,000) (2,946,700,000)
Changes to Transfers
ABC Profits Forecast Correction (14,700,000}
VASAP Balances 275,000
GO VA Balances 27,515,896
Taxpayer Relief Fund Deposit (150,000,000} (150,000,000}

Subtotal-Transfers 13,050,896 {150,000,000} 0 {150,000,000)
Committee Resource Adjustments 1,286,554,334 | (1,897,100,000) (1,199,600,000) (3,096,700,000)




Committee Approved Amendments to House Bill 29, as Introduced

Revenues
Revenues

Language:

Page 1, strike lines 29 through 41 and insert:

"First Year
Unreserved Balance, June 2,874,058,799
30, 2020
Additions to Balance (1,278,580,333)
Official Revenue 22,320,832,509
Estimates
Revenue Stabilization -
Fund
Transfers 695,527,155

Total General Fund 24,611,838,130

Resources Available for
Appropriation

Page 1 strike lines 42 through 47 and insert:

"First Year

Balance June 30, 2020 0,915,611,972

Official Revenue 39,150,326,908
Estimates
Lottery Proceeds Fund 708,231,123

2,127,455,883
2,729,883,162

Internal Service Fund

Bond Proceeds

Total Nongeneral Fund 51,631,509,048
Revenues Available for

Appropriations

TOTAL PROJECTED 76.,243,347,178
REVENUES

Page 2, strike lines 1 through 10.

Explanation:

Second Year

3,832,170,867

(2,373,494,370)
26,972,000,000

761,716,844
29,192,393,341

Second Year

53,792,360,703

843,361,811
2,293,917,698
244,775,137
57,174,415,349

86,366,808,690

Item O #1h

Language

Total
6,706,229,666

(3,652,074,703)
49,292,832,509

1,457,243,999
53,804,231,471".

Total

6,915,611,972
92,942,687,611

1,551,592,934
4,421,373,581
2,974,658,299
108,805,924,397

162,610,155,868".

(This amendment reflects all resources changed in the amendment package to House

Bill 29.)




Committee Approved Amendments to House Bill 29, as Introduced

Item 274 #1h
Finance FY20-21 FY21-22
Department of Accounts Transfer $0 $498,700,000 GF
Payments
Language:

Page 101, line 6, strike "$0" and insert "$498,700,000".

Page 101, strike line 6 and insert:

" Authority: Title 2.2, Chapter 18, Article 4, Code of Virginia.

A. On or before November 1 of each year, the Auditor of Public Accounts shall report to the
General Assembly the certified tax revenues collected in the most recently ended fiscal year.
The auditor shall, at the same time, provide his report on the 15 percent limitation and the
amount that could be paid into the fund in order to satisfy the mandatory deposit requirement of
Article X, Section 8 of the Constitution of Virginia as well as the additional deposit requirement
of § 2.2-1829, Code of Virginia.

B. Out of this appropriation, $77,409,780 the first year from the general fund attributable to
actual tax collections for fiscal year 2019 shall be paid by the State Comptroller on or before
June 30, 2021, into the Revenue Stabilization Fund pursuant to § 2.2-1829, Code of Virginia.
This amount is based on the certification of the Auditor of Public Accounts of actual tax
revenues for fiscal year 2019. This appropriation meets the mandatory deposit requirement of
Article X, Section 8 of the Constitution of Virginia,

Cl. Out of this appropriation, $498,700,000 the second year from the general fund the second
year is included as an advance reservation of any required deposit to the Revenue Stabilization
Fund attributable to actual tax collections for fiscal year 2022, as determined by the Auditor of
Public Accounts, for deposit to the Revenue Stabilization Fund in the 2022-2024 biennium.

2. The State Comptroller shall deposit the advance reservation of §498,700,000 referenced in
paragraph C.1., above, to the Revenue Reserve Fund as a reserve for the Revenue Stabilization
Fund prior to June 30, 2022."

Explanation:

(This amendment provides $498.7 million from the general fund in fiscal year 2022 to set aside
in anticipation of a required rainy day fund deposit during the 2022-24 biennium based on the
fiscal year 2022 revenues.)

Item 275 #1h

Finance FY20-21 FY21-22



Committee Approved Amendments to House Bill 29, as Introduced

Department of Accounts Transfer $0 ($563,866,783) GF
Payments

Language:

Page 101, line 8, strike "$1,213,866,783" and insert "$650,000,000".

Page 101, line 15, unstrike "$650,000,000" and strike "$1,213,866,783".

Explanation:

(This amendment eliminates the optional revenue reserve deposit that was proposed in the
introduced budget. A companion amendment sets aside $498.7 million to reflect the estimated
Rainy Day Fund deposit that will be required in fiscal year 2024 based on fiscal year 2022
revenue collections.)

Item 3-5.06 #1h

Adjustments and Modifications to Tax Collections

Accelerated Sales Tax Language
Language:
Page 307, after line 27, insert:
"H. Notwithstanding language included in the paragraphs above, no Accelerated Sales Tax
payments shall be required for any dealer for any period beginning after June 30, 2021.
Penalties and interest for all prior years' Accelerated Sales Tax payments remain due and are
collectible."

Explanation:

(This amendment eliminates the accelerated sales tax (AST) in fiscal year 2022. The introduced
budgets eliminated the AST in fiscal year 2023. Eliminating the AST in fiscal year 2022 will
reduce revenues by $202.8 million in fiscal year 2022 and increase revenues in fiscal year 2023
by an equal amount.)

Item 3-5.24 #1h

Adjustments and Modifications to Tax Collections
Individual Income Tax Rebate Language

Language:

Page 313, strike lines 19-32 and insert:

"In addition to any refund due pursuant to § 58.1-309 of the Code of Virginia, and for taxable
years beginning on and after January 1, 2021, but before January 1, 2022, an individual filing a
return on or before November 1, 2022 or married persons filing a joint return on or before

3



Committee Approved Amendments to House Bill 29, as Introduced

November 1, 2022 shall be issued a refund in an amount up to $300 for an individual, or $600
for married persons filing a joint return. An individual shall only be allowed a refund pursuant
to this enactment up to the amount of such individual's tax liability after the application of any
deductions, subtractions, or credits to which the individual is entitled pursuant to Chapter 3 (§
58.1-300 et seq.) of Title 58.1 of the Code of Virginia. Married persons filing a joint return shall
only be allowed a refund pursuant to this enactment up to the amount of such married persons’
tax liability after the application of any deductions, subtractions, or credits to which the married
persons are entitled pursuant to Chapter 3 of Title 58.1 of the Code of Virginia. Any refund
issued pursuant to this enactment shall be subject to collection under the provisions of the Setoff
Debt Collection Act (§ 58.1-520 et seq. of the Code of Virginia). In no case shall any interest be
paid on any refund due pursuant to this enactment."

Explanation:

(This amendment would provide a tax rebate for individuals who file a Taxable Year 2021
individual income tax return of up to $300 for an individual or $600 for married persons filing a
joint return.)

Item 4-14 #2h

Effective Date
Language
Language:

Page 400, strike lines 46 through 49,
Page 401, strike lines 1 through 36.

Explanation:

(This amendment eliminates language included in House Bill 29 as introduced that address
conformity with federal tax provisions. A stand alone piece of legislation, House Bill 971,
already has been passed by both the House and Senate.)

Item 4-14 #3h

Effective Date
Language

Language:

Page 401, strike lines 37 through 50.

Page 402, strike lines 1 through 31.

Page 402, line 32, strike "27" and insert "24".
Page 402, line 33, strike "28" and insert "25",



Committee Approved Amendments to House Bill 29, as Introduced

Page 402, line 34, unstrike "twenty-fourth".
Page 402, line 34, strike "twenty-seventh".
Page 402, line 36, strike "29" and insert "26".
Page 402, line 40, strike "30" and insert "27".

Explanation:

(This amendment eliminates language relating to House Bill 1312, which was not adopted by
the House.)




Committee Approved Amendments to House Bill 30, as Introduced

Revenues
Revenues

Language:

Page 1, strike lines 19 through 26 and insert:

Item 0 #1h

Language

"First Year Second Year Total
Unreserved Balance, June 4,166,900,940 0 4,166,900,940
30, 2022
Additions to Balance 1,860,770,857 (500,000) 1,860,270,857
Official Revenue 24,039,644,000 26,377,824,800 50,917,468,800
Estimates
Transfers 576,420,991 744,020,991 1,320,441,982
Total General Fund 30,643,736,788 27,621,345,791 58,265,082,579".
Resources Available for
Appropriation
Page 1, strike lines 28 through 38 and insert:

"First Year Second Year Total
Balance, June 30, 2022 8,383,240,878 0 8,383,240,878
Official Revenue 44,283,325,876 45,125,765,191 29,409,091,067
Estimates
Lottery Proceeds Fund 764,671,715 764,671,715 1,529,343,430
Internal Service Fund 2,800,022,160 2,754,200,014 5,554,222,174
Bond Proceeds 650,871,637 512,529,162 1,163,400,799
Total Nongeneral Fund 56,882,132,266 49,157,166,082 106,039,298,348
Revenues Available for
Appropriation
TOTAL PROJECTED 87,525,869,054 76,778,511,873 164,304,380,927",
REVENUES
Explanation:

(This amendment reflects the cumulative resource changes embedded in the amendment
package to House Bill 30.)

Item 3-5.06 #1h



Committee Approved Amendments to House Bill 30, as Introduced

Adjustments and Modifications to Tax Collections
Accelerated Sales Tax Language
Language:
Page 559, strike lines 2 through 4.
Explanation:

(This amendment deletes language from the introduced budget eliminating the accelerated sales
tax (AST) in fiscal year 2023. A companion amendment in House Bill 29 climinated the AST in
fiscal year 2022 and therefore the language is no longer needed in House Bill 30.)

Item 3-5.22 #1h

Adjustments and Modifications to Tax Collections
Individual Income Tax Rebate Language

Language:

Page 564, strike lines 9 through 21 and insert:

"In addition to any refund due pursuant to § 58.1-309 of the Code of Virginia, and for taxable
years beginning on and after January 1, 2021, but before January 1, 2022, an individual filing a
return on or before November 1, 2022 or married persons filing a joint return on or before
November 1, 2022 shall be issued a refund in an amount up to $300 for an individual, or $600
for married persons filing a joint return. An individual shall only be allowed a refund pursuant
to this enactment up to the amount of such individual's tax liability after the application of any
deductions, subtractions, or credits to which the individual is entitled pursuant to Chapter 3 (§
58.1-300 et seq.) of Title 58.1 of the Code of Virginia. Married persons filing a joint return shall
only be allowed a refund pursuant to this enactment up to the amount of such married persons'
tax liability after the application of any deductions, subtractions, or credits to which the married
persons are entitled pursuant to Chapter 3 of Title 58.1 of the Code of Virginia. Any refund
issued pursuant to this enactment shall be subject to collection under the provisions of the Setoff
Debt Collection Act (§ 58.1-520 et seq. of the Code of Virginia). In no case shall any interest be
paid on any refund due pursuant to this enactment."

Explanation:

(This amendment would provide a tax rebate for individuals who file a Taxable Year 2021
individual income tax return of up to $300 for an individual or $600 for married persons filing a
joint return.)

Item 3-5.24 #2h



Committee Approved Amendments to House Bill 30, as Introduced

Finance FY22-23 FY23-24
Department of Taxation

Language:

Page 0, after line 0, insert:

"3.5.24 Taxpayer Relief Fund $0 $0

"Included in this item is $150,000,000 from the general fund in fiscal year 2023 which shall be
deposited into the Taxpayer Relief Fund created pursuant to Chapter 854, 2019 Acts of
Assembly. These amounts shall be available for appropriation by the Governor and the 2023
General Assembly for tax relief purposes for citizens of the Commonwealth."

Explanation:

(This amendment deposits $150.0 million in FY 2023 to the Taxpayer Relief Fund established
by the 2019 General Assembly.)

Item 4-14 #1h

Effective Date
Language

Language:

Page 621, strike lines 45 through 47,

Page 622, strike lines 1 through 42, and insert;

"3, That § 58.1-322.03 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, 2026, $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)-and, (ii) for taxable years
beginning on and after January 1, 2019, but before January 1,-2626 2022, $4,500 for single
individuals and $9,000 for married persons (one-half of such amounts in the case of a married

3



Committee Approved Amendments to House Bill 30, as Introduced

individual filing a separate return); and (iii) for taxable years beginning on and after January I,
2022, but before January 1, 2026, 39,000 for single individuals and 518,000 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 cach personal exemption allowable to the taxpayer
for federal income tax purposes.

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 $300.

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 carc 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 adjusied 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 T itle 11 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 Virginia College Savings 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

4



Committee Approved Amendments to House Bill 30, as Introduced

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 Virginia College Savings 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 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 § 58.1-33 9.11. 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

5



Committee Approved Amendments to House Bill 30, as Introduced

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."

Explanation:

(This amendment deletes language included in the introduced budget to allow individuals or
married couples to claim a refundable tax credit equal to 15 percent of the federal earned
income tax credit. House Bill 1312 proposed providing the credit at 20% but failed to pass the
House. The amendment also includes language in the budget authorizing the increase in the
standard deduction consistent with the provisions of House Bill 472 as it passed the House.)

Item 4-14 #2h

Effective Date
Language

Language:

Page 623, strike lines 30 through 32, and insert:
"6, 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 1I 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.



Committee Approved Amendments to House Bill 30, as Introduced

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 Commonwealth of Virginia, 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 deductions specified in this subdivision.

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 Virginia College Savings 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



Committee Approved Amendments to House Bill 30, as Introduced

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.

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
$20,000 of military benefits; for taxable years beginning on and after January 1, 2023 but
before January 1, 2024, up to 830,000 of military benefits; and for taxable years beginning on
and after January 1, 2024, up to $40,000 of military benefits. For purposes of this subdivision
b, "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. No subtraction shall be allowed pursuant to this
subdivision b 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
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or target of Nazi persccution, 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 bencfit 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
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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 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.

10
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b. As used in this subdivision 27:

"Qualified portfolio company" means a company that (i) has its principal place of business in
the Commonwealth; (i) 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.

78. a. Income attributable to an investment in a Virginia real estate investment trost. 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. Tn 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
localitics 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

11
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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 on and after January 1, 2020, but before January 1,2021, up to
$100,000 of all grant funds received by the taxpayer under the Rebuild Virginia program
established by the Governor and administered by the Department of Small Business and

Supplier Diversity.

7. That the provisions of the fifth enactment of this Act shall apply beginning January 1,
2023.

8. That the provisions of the sixth enactment of this Act shall become effective upon its
passage and have no expiration date.

9. That the provisions of the first enactment of this act shall expire at midnight on June 30,
2024.

10. That the provisions of the second, third, fourth, fifth, and sixth enactments of this act
shall have no expiration date."

Explanation:

(This amendment includes language establishing a phase-in income tax subtraction for military
pensions.)

Item 4-14 #3h

Effective Date
Language

Language:

Page 622, strike lines 43 through 49 and insert:

"5, That §§ 58.1-603.1, as it is currently effective and as it may become effective, 58.1-
603.2, 58.1-604.01, as it is currently effective and as it may become effective, 58.1-605.1,
58.1-606.1, 58.1-611.1, 58.1-638, and 58.1-2425, as it is currently effective and as it may
become effective, of the Code of Virginia are amended and reenacted as follows:

58.1-603.1. (For contingent expiration dates, see Acts 2013, c. 766, and Acts 2020, c. 1235)
Additional state sales tax in certain counties and cities.

A. In addition to the sales tax imposed pursuant to § 58.1-603, there is hereby levied and
imposed in each county and city located in a Planning District established pursuant to Chapter
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42 (§ 15.2-4200 et seq.) of Title 15.2 that (i) as of January 1, 2013, has a population of 1.5
million or more as shown by the most recent United States Census, has not less than 1.2 million
motor vehicles registered therein, and has a total transit ridership of not less than 15 million
riders per year across all transit systems within the Planning District or (ii) as shown by the
most recent United States Census meets the population criteria set forth in clause (1) and also
meets the vehicle registration and ridership criteria set forth in clause (i), a retail sales tax at the
rate of 0.70 percent. In any case in which the tax is imposed pursuant to clause (ii) such tax
shall be effective beginning on the July 1 immediately following the calendar year in which all
of the criteria have been met.

B. In addition to the sales tax imposed pursuant to § 58.1-603, there is hereby levied and
imposed in each county and city located in Planning District 15 established pursuant to Chapter
42 (§ 15.2-4200 et seq.) of Title 15.2 a retail sales tax at the rate of 0.70 percent. In no case shall
an additional sales tax be imposed pursuant to both clause (ii) of subsection A and this
subsection.

C. The tax imposed pursuant to subsections A and B-shatinotbetevieduporfood-purchased-for
}Iull.laﬁ WULELY L«llllytJ..U.ll Cu.ld UDDU.[J.tiCI.I.l Pl buual }ly Eicilb PlUdUUtD, a0 DUUh tUlﬁ.‘iD dl dbﬂliCd ;11 §
58-+=6+1-1—Such-tax shall be added to the rate of the state sales tax imposed pursuant to § 58.1-
603 in each such county and city and shall be subject to all the provisions of this chapter and the
rules and regulations published with respect thereto. No discount under § 58.1-622 shall be
allowed for the tax imposed under this section. Such tax shall be administered and collected by
the Tax Commissioner in the same manner and subject to the same penalties as provided for the
state sales tax under § 58.1-603.

D. The revenue generated and collected pursuant to the tax authorized under this section, less
the applicable portion of any refunds to taxpayers, shall be deposited by the Comptroller into
special funds established by law. In the case of Planning District 8, the revenue generated and
collected therein shall be deposited into the fund established in § 33.2-2509. In the case of
Planning District 23, the revenue generated and collected therein shall be deposited into the
fund established in § 33.2-2600. In the case of Planning District 15, the revenue generated and
collected therein shall be deposited into the fund established in § 33.2-3701. For additional
planning districts that may become subject to this section, funds shall be established by
appropriate legislation.

58.1-603.1. (For contingent effective date, see Acts 2020, c. 1235; for contingent expiration
date, see Acts 2013, ¢. 766) Additional state sales tax in certain counties and cities.

In addition to the sales tax imposed pursuant to § 58.1-603, there is hereby levied and imposed
in each county and city located in a Planning District established pursuant to Chapter 42 (§
15.2-4200 et seq.) of Title 15.2 that (i) as of January 1, 2013, has a population of 1.5 million or
more as shown by the most recent United States Census, has not less than 1.2 million motor
vehicles registered therein, and has a total transit ridership of not less than 15 million riders per
year across all transit systems within the Planning District or (ii) as shown by the most recent
United States Census meets the population criteria set forth in clause (i) and also meets the
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yehicle registration and ridership criteria set forth in clause (i), a retail sales tax at the rate of
0.70 percent, In any case in which the tax is imposed pursuant to clause (ii) such tax shall be
effective beginning on the July 1 immediately following the calendar year in which all of the

: : P wdaall e oo Taxeiad W b wad Lol
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Such tax shall be added to the rate of the state sales tax imposed pursuant to § 58.1-603 in each
such county and city and shall be subject to all the provisions of this chapter and the rules and
regulations published with respect thereto. No discount under § 58.1-622 shall be allowed for
the tax imposed under this section. Such tax shall be administered and collected by the Tax
Commissioner in the same manner and subject to the same penalties as provided for the state

sales tax under § 58.1-603.

The revenue generated and collected pursuant to the tax authorized under this section, less the
applicable portion of any refunds to taxpayers, shall be deposited by the Comptroller into
special funds established by law. In the case of Planning District 8, the revenue generated and
collected therein shall be deposited into the fund established in § 33.2-2509. In the case of
Planning District 23, the revenue generated and collected therein shall be deposited into the
fund established in § 33.2-2600. For additional Planning Districts that may become subject to
this section, funds shall be established by appropriate legislation.

58.1-603.2. (For contingent expiration date, see Acts 2018, c. 850) Additional state sales
and use tax in certain counties and cities of historic significance; Historic Triangle
Marketing Fund.

A. For purposes of this section, "Historic Triangle" means all of the City of Williamsburg and
the Counties of James City and York.

B. In addition to the sales tax imposed pursuant to §§ 58.1-603 and 58.1-603.1, there is hereby
levied and imposed in the Historic Triangle a retail sales tax at the rate of one percent.-Sueh-tax
shattnotbe tevied tupon food pl.uuhaaod for-human \.«ui’iamuytiuﬁ atrd CoSuuﬁal pci'SuuaI 11_)! 5iuuu

5 ; -+ Such tax shall be added to the rate of the
state sales tax imposed pursuant to §§ 58.1-603 and 58.1-603.1 in each such county and city and
shall be subject to all the provisions of this chapter and the rules and regulations published with
respect thereto. No discount under § 58.1-622 shall be allowed for the tax imposed under this
section. Such tax shall be administered and collected by the Tax Commissioner in the same
manner and subject to the same penalties as provided for the state sales tax under § 58.1-603.

C. In addition to the use tax imposed pursuant to §§ 58.1-604 and 58.1-604.01, there is hereby
levied and imposed in the Historic Triangle a retail use tax at the rate of one percent.-Suchtax
shatnotbe tevied POt food Pmphaabd for-human UUllbullljJtiUJ.l arret essential pulaui'lal h_y Eiuuc
j:uuduutc, as-stch-terms-are defined-1 § 58-1=6H-+ Such tax shall be added to the rate of the
state use tax imposed pursuant to §§ 58.1-604 and 58. 1-604.01 in each such county and city and
shall be subject to all the provisions of this chapter and the rules and regulations published with
respect thereto. No discount under § 58.1-622 shall be allowed for the tax imposed under this

section. Such tax shall be administered and collected by the Tax Commissioner in the same
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manner and subject to the same penalties as provided for the state use tax under § 58.1-604.

D. The revenue generated and collected pursuant to the tax authorized under this section, less
the applicable portion of any refunds to taxpayers, shall be deposited by the Comptroller as
follows:

1. Fifty percent of the revenues shall be deposited into the Historic Triangle Marketing Fund
created pursuant to subsection E and used for the purposes set forth therein; and

2. Fifty percent of the revenues shall be deposited into a special fund hereby created on the
books of the Comptroller under the name "Collections of Historic Triangle Sales Tax" and
distributed to the locality in which the sales or use tax was collected. The revenues received by
a locality pursuant to this subsection shall not be used to reduce the amount of other revenues
appropriated by such locality to or for use by the Greater Williamsburg Chamber and Tourism
Alliance below the amount provided in fiscal year 2018.

E. 1. There is hereby created in the state treasury a special nonreverting fund to be known as the
Historic Triangle Marketing Fund, referred to in this section as "the Fund," to be managed and
administered by the Tourism Council of the Greater Williamsburg Chamber and Tourism
Alliance. The Fund shall be established on the books of the Comptroller. All revenues generated
pursuant to this section shall be paid into the state treasury and credited to the Fund. Interest
earned on moneys in the Fund shall remain in the Fund and be credited to it. Any moneys
remaining in the Fund, including interest thereon, at the end of each fiscal year shall not revert
to the general fund but shall remain in the Fund. Moneys in the Fund shall be used solely for the
purposes of marketing, advertising, and promoting the Historic Triangle area as an overnight
tourism destination, with the intent to attract visitors from a sufficient distance so as to require
an overnight stay of at least one night, as sct forth in this subsection. Expenditures and
disbursements from the Fund shall be made by the State Treasurer on warrants issued by the
Comptroller upon written request signed by the Secretary of Finance.

2 The Tourism Council of the Greater Williamsburg Chamber and Tourism Alliance (the
Council) shall consist of members as follows: one member of the James City County Board of
Supervisors, one member of the York County Board of Supervisors; onc member of the
Williamsburg City Council, one representative of the Colonial Williamsburg Foundation, one
representative of the Jamestown-Yorktown Foundation, one representative of Busch Gardens
Williamsburg, onec representative of Historic Jamestowne, one representative of the
Williamsburg Hotel and Motel Association, and one representative of the Williamsburg Area
Restaurant Association. The Chief Executive Officer of the Virginia Tourism Alliance and the
Chief Executive Officer of the Virginia Tourism Corporation shall serve as ex officio, non-
voting members of the Council.

3. The Council shall establish the Historic Triangle Office of Marketing and Promotion (the
Office) to administer a program of marketing, advertising, and promotion to attract visitors to
the Historic Triangle area, as required by this subsection. The Council shall use moneys in the
Fund to fund the pay for necessary expenses of the Office and to fund the activities of the
Office. The Office shall be overseen by a professional with extensive experience in marketing
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or advertising and in the tourism industry. The Office shall be responsible for (i) developing and
implementing, in consultation with the Council, long-term and short-term strategic plans for
advertising and promoting the numerous facilities, venues, and attractions devoted to education,
historic preservation, amusement, entertainment, and dining in the Historic Triangle as a
cohesive and unified travel destination for local, national, and international travelers; (ii)
assisting, upon request, with the coordination of cross-advertising and cross-marketing efforts
between various tourism venues and destinations in the Historic Triangle region; (ii1)
identifying strategies for both increasing the number of overnight visitors to the region and
increasing the average length of stay of tourists in the region; and (iv) performing any other
function related to the promotion of the Historic Triangle region as may be identified by the
Council.

4. The Council shall report annually on its long-term and short-term strategic plans and the
implementation of such plans; marketing efforts; metrics regarding tourism in the Historic
Triangle region; use of the funds in the Fund; and any other details relevant to the work of the
Council and the Office. Such report shall be delivered no later than December 1 of each year to
the managers or chief executive officers of the City of Williamsburg and the Counties of James
City and York, and to the Chairmen of the House Committees on Finance and Appropriations
and the Senate Committee on Finance and Appropriations.

58.1-604.01. (Contingent expiration date) Additional state use tax in certain counties and
cities.

A. Tn addition to the use tax imposed pursuant to § 58.1-604, there is hereby levied and imposed
in each county and city located in a Planning District established pursuant to Chapter 42 (§
15.2-4200 et seq.) of Title 15.2 that (i) as of January 1, 2013, has a population of 1.5 million or
more, as shown by the most recent United States Census, has not less than 1.2 million motor
vehicles registered therein, and has a total transit ridership of not less than 15 million riders per
year across all transit systems within the Planning District or (ii) as shown by the most recent
United States Census meets the population criteria set forth in clause (i) and also meets the
vehicle registration and ridership criteria set forth in clause (i), 2 retail use tax at the rate of 0.70
percent. In any case in which the tax is imposed pursuant to clause (ii) such tax shall be
effective beginning on the July 1 immediately following the calendar year in which all of the
criteria have been met,

B. In addition to the sales tax imposed pursuant to § 58.1-603, there is hereby levied and
imposed in each county and city located in Planning District 15 established pursuant to Chapter
42 (§ 15.2-4200 et seq.) of Title 15.2 a retail use tax at the rate of 0.70 percent. In no case shall
an additional use tax be imposed pursuant to both clause (ii) of subsection A and this

subsection.

C. The tax imposed pursuant to subsections A and B-shaitnotbelevied-uponfood-purchased-for
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£8-1-6H-t—Swueh+tax shall be added to the rate of the state use tax imposed pursuant to § 58.1-
604 in such county and city and shall be subject to all the provisions of this chapter and the
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rules and regulations published with respect thereto. No discount under § 58.1-622 shall be
allowed for the tax described under this section. Such tax shall be administered and collected by
the Tax Commissioner in the same manner and subject to the same penalties as provided for the
state use tax under § 58.1-604.

D. The revenue generated and collected pursuant to the tax authorized under this section, less
the applicable portion of any refunds to taxpayers, shall be deposited by the Comptroller into
special funds established by law. In the case of Planning District 8, the revenue generated and
collected therein shall be deposited into the fund established in § 33.2-2509. In the case of
Planning District 23, the revenue generated and collected therein shall be deposited into the
fund established in § 33.2-2600. In the case of Planning District 15, the revenue generated and
collected therein shall be deposited into the fund established in § 33.2-3701. For any additional
planning districts that may become subject to this section, funds shall be established by
appropriate legislation.

58.1-604.01. (Contingent effective date) Additional state use tax in certain counties and
cities.

In addition to the use tax imposed pursuant to § 58.1-604, there is hereby levied and imposed in
each county and city located in a Planning District established pursuant to Chapter 42 (§ 15.2-
4200 et seq.) of Title 15.2 that (i) as of January 1, 2013, has a population of 1.5 million or more,
as shown by the most recent United States Census, has not less than 1.2 million motor vehicles
registered therein, and has a total transit ridership of not less than 15 million riders per year
across all transit systems within the Planning District or (ii) as shown by the most recent United
States Census meets the population criteria set forth in clause (i) and also meets the vehicle
registration and ridership criteria set forth in clause (i), a retail use tax at the rate of 0.70
percent. In any case in which the tax is imposed pursuant to clause (ii) such tax shall be
effective beginning on the July 1 immediately following the calendar year in which all of the
criteria have been met.—Sueh—tax—shattnot-betevted on-food-purchascee

Such tax shall be added to the rate of the state use tax imposed pursuant to § 58.1-604 in such
county and city and shall be subject to all the provisions of this chapter and the rules and
regulations published with respect thereto. No discount under § 58. 1-622 shall be allowed for
the tax described under this section. Such tax shall be administered and collected by the Tax
Commissioner in the same manner and subject to the same penalties as provided for the state
use tax under § 58.1-604.

The revenue generated and collected pursuant to the tax authorized under this section, less the
applicable portion of any refunds to taxpayers, shall be deposited by the Comptroller into
special funds established by law. In the case of Planning District 8, the revenue generated and
collected therein shall be deposited into the fund established in § 33.2-2509. In the case of
Planning District 23, the revenue generated and collected therein shall be deposited into the
fund established in § 33.2-2600. For any additional Planning Districts that may become subject
to this section, funds shall be established by appropriate legislation.
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58.1-605.1. Additional local sales tax in certain localities; use of revenues for construction
or renovation of schools.

A. 1. In addition to the sales tax authorized under § 58.1-605, a qualifying locality may levy a
general retail sales tax at a rate not to exceed one percent as determined by its governing body
to provide revenue solely for capital projects for the construction or renovation of schools in
each such locality. Such tax shall be added to the rates of the state and local sales tax imposed
by this chapter and shall be subject to all the provisions of this chapter and the rules and
regulations published with respect thereto. No discount under § 58.1-622 shall be allowed on
this local sales tax.

2. Any tax imposed pursuant to this section shall expire (i) if the capital projects for the
construction or renovation of schools are to be financed by bonds or loans, on the date by which
such bonds or loans shall be repaid or (ii) if the capital projects for the construction or
renovation of schools are not to be financed by bonds or loans, on a date chosen by the
governing body and specified in any resolution passed pursuant to the provisions of subdivision
B 1. Such expiration date shall not be more than 20 years after the date of the resolution passed
pursuant to the provisions of subdivision B 1.

B. 1. This tax may be levied only if the tax is approved in a referendum within the qualifying
locality held in accordance with § 24.2-684 and initiated by a resolution of the local governing
body. Such resolution shall state (i) if the capital projects for the construction or renovation of
schools are to be financed by bonds or loans, the date by which such bonds or loans shall be
repaid or (ii) if the capital projects for the construction or renovation of schools are not to be
financed by bonds or loans, a specified date on which the sales tax shall expire.

2 The clerk of the circuit court shall publish notice of the referendum in a newspaper of general
circulation in the qualifying locality once a week for three consecutive weeks prior to the
election. The question on the ballot for the referendum shall include language stating (1) that the
revenues from the sales tax shall be used solely for capital projects for the construction or
renovation of schools and (ii) the date on which the sales tax shall expire.

C. The governing body of the qualifying locality, if it elects to impose a local sales tax under
this section after approval at a referendum as provided in subsection B shall do so by the
adoption of an ordinance stating its purpose and referring to this section and providing that such
ordinance shall be effective on the first day of a month at least 120 days after its adoption. Such
ordinance shall state the date on which the sales tax shall expire. A certified copy of such
ordinance shall be forwarded to the Tax Commissioner so that it will be received within five
days after its adoption.

D. Any local sales tax levied under this section shall be administered and collected by the Tax
Commissioner in the same manner and subject to the same exemptions and penalties as
provided for the state sales tax;however;iireTocarsates taxic ted-under-this-sectton-shat-notbe
levied-onfood yulu‘uabpd for-humran uuuauﬂ‘xytiuu or-essenttat PULSUJ.J.CL}. Ix_y siuuo Pt Uduvts, as
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E. All local sales tax moneys collected by the Tax Commissioner under this section shall be
paid into the state treasury to the credit of a special fund that is hereby created on the
Comptroller's books for each qualifying locality under the name "Collections of Additional
Local Sales Taxesin ____ (INSERT NAME OF THE QUALIFYING LOCALITY)." Each fund
shall be administered as provided in § 58.1-605. A separate fund shall be created for each
qualifying locality. Only local sales tax moneys collected in that qualifying locality shall be
deposited in that locality's fund.

F. As soon as practicable after the local sales tax moneys have been paid into the state treasury
in any month for the preceding month, the Comptroller shall draw his warrant on the State
Treasurer in the proper amount in favor of each qualifying locality, and such payments shall be
charged to the account of the qualifying locality under its special fund created by this section. If
errors are made in any such payment, or adjustments are otherwise necessary, whether
attributable to refunds to taxpayers or to some other fact, the crrors shall be corrected and
adjustments made in the payments for the next two months as follows: one-half of the total
adjustment shall be included in the payment for each of the next two months. In addition, the
payment shall include a refund of amounts erroncously not paid to each qualifying locality and
not previously refunded during the three years preceding the discovery of the error. A correction
and adjustment in payments described in this subsection due to the misallocation of funds by the
dealer shall be made within three years of the date of the payment error.

G. The revenues from this tax shall be used solely for capital projects for new construction or
major renovation of schools in the qualifying locality, including bond and loan financing costs
related to such construction or renovation.

58.1-606.1. Additional local use tax in certain localities; use of revenues for construction or
renovation of schools.

A. 1. The governing body of a qualifying locality may levy a use tax at the rate of such sales tax
under § 58.1-605.1 to provide revenue for capital projects for the construction or renovation of
schools in such locality. Such tax shall be added to the rates of the state and local use tax
imposed by this chapter and shall be subject to all the provisions of this chapter, and all
amendments thercof, and the rules and regulations published with respect thereto, except that no
discount under § 58.1-622 shall be allowed on a local use tax.

2. Any tax imposed pursuant to this section shall expire (i) if the capital projects for the
construction or renovation of schools are to be financed by bonds or loans, on the date by which
such bonds or loans shall be repaid or (ii) if the capital projects for the construction or
renovation of schools are not to be financed by bonds or loans, on a date chosen by the
governing body and specified in any resolution passed pursuant to the provisions of subsection
B. Such expiration date shall not be more than 20 years after the date of the resolution passed
pursuant to the provisions of subsection B.

B. The governing body of the qualifying locality, if it elects to impose a local use tax under this
section may do so only if it has previously imposed the local sales tax authorized by § 58.1-
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605.1, by the adoption of an ordinance stating its purpose and referring to this section and
providing that the local use tax shall become effective on the first day of a month at least 120
days after its adoption. Such ordinance shall state the date on which the use tax shall expire. A
certified copy of such ordinance shall be forwarded to the Tax Commissioner so that it will be
received within five days after its adoption.

C. Any local use tax levied under this section shall be administered and collected by the Tax
Commissioner in the same manner and subject to the same exemptions and penalties as
provided for the state use tax;however;thetocatuse-taxtevicd-unde 1s-sectron—she rot-be
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D. The local use tax authorized by this section shall not apply to transactions to which the sales
tax applies, the situs of which for state and local sales tax purposes is the locality of location of
each place of business of every dealer paying the tax to the Commonwealth without regard to
the locality of possible use by the purchasers. However, the local use tax authorized by this
section shall apply to tangible personal property purchased outside the Commonwealth for use
or consumption within the locality imposing the local use tax, or stored within the locality for
use or consumption, where the property would have been subject to the sales tax if it had been
purchased within the Commonwealth. The local use tax shall also apply to leases or rentals of
tangible personal property where the place of business of the lessor is outside the
Commonwealth and such leases or rentals are subject to the state tax. Moreover, the local use
tax shall apply in all cases in which the state use tax applies.

19T L] * ¥ L1 o

E. Out-of-state dealers who hold certificates of registration to collect the use tax from their
customers for remittance to the Commonwealth shall, to the extent reasonably practicable, in
filing their monthly use tax returns with the Tax Commissioner, break down their shipments
into the Commonwealth by counties and cities so as to show the county or city of destination. If,
however, the out-of-state dealer is unable accurately to assign any shipment to a particular
county or city, the local use tax on the tangible personal property involved shall be remitted to
the Commonwealth by such dealer without attempting to assign the shipment to any county or
city.

F. Local use tax revenue shall be deposited in the special fund established pursuant to
subsection E of § 58.1-605.1. The Comptroller shall distribute the revenuc to the qualifying
locality.

G. All revenue from this local use tax revenue shall be used solely for capital projects for new
construction or major renovation of schools in the qualifying locality, including bond and loan
financing costs related to such construction or renovation.

58.1-611.1. Exemption for food purchased for human consumption and essential personal
hygiene products.

A, Fhetaxtmposed-by 1= ATTC - 4-eomfood-parchasedfor-homancons
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€-No tax shall be imposed under this chapter, or pursuant to any authority granted under this
chapter, on food purchased for human consumption or essential personal hygiene products.

B. 1. As used in this section, "food purchased for human consumption” has the same meaning as
"food" defined in the Food Stamp Act of 1977, 7 U.S.C. § 2012, as amended, and federal
regulations adopted pursuant to that Act, except it shall not include seeds and plants which
produce food for human consumption. For the purpose of this section, "food purchased for
human consumption" shall not include food sold by any retail establishment where the gross
receipts derived from the sale of food prepared by such retail establishment for immediate
consumption on or off the premises of the retail establishment constitutes more than 80 percent
of the total gross receipts of that retail establishment, including but not limited to motor fuel
purchases, regardless of whether such prepared food is consumed on the premises of that retail
establishment. For purposes of this section, "retail establishment" means each place of business
for which any "dealer," as defined in § 58.1-612, is required to apply for and receive a
certificate of registration pursuant to § 58.1-613.

2. As used in this section, "essential personal hygiene products" means (i) nondurable
incontinence products such as diapers, disposable undergarments, pads, and bed sheets and (ii)
menstrual cups and pads, pantyliners, sanitary napkins, tampons, and other products used to
absorb or contain menstrual flow. "Essential personal hygiene products" does not include any
item that is otherwise exempt pursuant to this chapter.

58.1-638. Disposition of state sales and use tax revenue.

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

The sales and use tax revenue generated by the one-half percent sales and use tax increase
enacted by the 1986 Special Session of the General Assembly shall be paid, in the manner
hereinafter provided in this section, to the Commonwealth Transportation Fund established
pursuant to § 33.2-1524. The Fund's share of such net revenue shall be computed as an estimate
of the net revenue to be received into the state treasury each month, and such estimated payment
shall be adjusted for the actual net revenue received in the preceding month. All payments shall
be made to the Fund on the last day of each month.

B. The sales and use tax revenuc generated by a one percent sales and use tax shall be
distributed among the counties and cities of the Commonwealth in the manner provided in
subsections C and D.
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C. The localities' share of the net revenue distributable under this section among the counties
and cities shall be apportioned by the Comptroller and distributed among them by warrants of
the Comptroller drawn on the Treasurer of Virginia as soon as practicable after the close of each
month during which the net revenue was received into the state treasury. The distribution of the
localities' share of such net revenue shall be computed with respect to the net revenue received
into the state treasury during each month, and such distribution shall be made as soon as
practicable after the close of each such month.

D. The net revenue so distributable among the counties and cities shall be apportioned and
distributed upon the basis of the latest yearly estimate of the population of cities and counties
ages five to 19, provided by the Weldon Cooper Center for Public Service of the University of
Virginia. Such population estimate produced by the Weldon Cooper Center for Public Service
of the University of Virginia shall account for persons who are domiciled in orphanages or
charitable institutions or who are dependents living on any federal military or naval reservation
or other federal property within the school division in which the institutions or federal military
or naval reservation or other federal property is located. Such population estimate produced by
the Weldon Cooper Center for Public Service of the University of Virginia shall account for
members of the military services who are under 20 years of age within the school division in
which the parents or guardians of such persons legally reside. Such population estimate
produced by the Weldon Cooper Center for Public Service of the University of Virginia shall
account for individuals receiving services in state hospitals, state training centers, or mental
health facilities, persons who are confined in state or federal correctional institutions, or persons
who attend the Virginia School for the Deaf and the Blind within the school division in which
the parents or guardians of such persons legally reside. Such population estimate produced by
the Weldon Cooper Center for Public Service of the University of Virginia shall account for
persons who attend institutions of higher education within the school division in which the
student's parents or guardians legally reside. To such estimate, the Department of Education
shall add the population of students with disabilities, ages two through four and 20 through 21,
as provided to the Department of Education by school divisions. The revenue so apportionable
and distributable is hereby appropriated to the several counties and cities for maintenance,
operation, capital outlays, debt and interest payments, or other expenses incurred in the
operation of the public schools, which shall be considered as funds raised from local resources.
In any county, however, wherein is situated any incorporated town constituting a school
division, the county treasurer shall pay into the town treasury for maintenance, operation,
capital outlays, debt and interest payments, or other expenses incurred in the operation of the
public schools, the proper proportionate amount received by him in the ratio that the school
population of such town bears to the school population of the entire county. If the school
population of any city or of any town constituting a school division is increased by the
annexation of territory since the last estimate of school population provided by the Weldon
Cooper Center for Public Service, such increase shall, for the purposes of this section, be added
to the school population of such city or town as shown by the last such estimate and a proper
reduction made in the school population of the county or counties from which the annexed
territory was acquired.
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E. Beginning July 1, 2000, of the remaining sales and use tax revenue, the revenue generated by
a two percent sales and use tax, up to an annual amount of $13 million, collected from the sales
of hunting equipment, auxiliary hunting equipment, fishing equipment, auxiliary fishing
equipment, wildlife-watching equipment, and auxiliary wildlife-watching equipment in
Virginia, as estimated by the most recent U.S. Department of the Interior, Fish and Wildlife
Service and U.S. Department of Commerce, Bureau of the Census National Survey of Fishing,
Hunting, and Wildlife-Associated Recreation, shall be paid into the Game Protection Fund
established under § 29.1-101 and shall be used, in part, to defray the cost of law enforcement.
Not later than 30 days after the close of each quarter, the Comptroller shall transfer to the Game
Protection Fund the appropriate amount of collections to be dedicated to such Fund. At any time
that the balance in the Capital Improvement Fund, established under § 29.1-101.01, is equal to
or in excess of $35 million, any portion of sales and use tax revenues that would have been
iransferred to the Game Protection Fund, established under § 29.1-101, in excess of the net
operating expenses of the Board, after deduction of other amounts which accrue to the Board
and are set aside for the Game Protection Fund, shall remain in the general fund until such time
as the balance in the Capital Improvement Fund is less than $35 million.

F. 1. Of the net revenue generated from the one-half percent increase in the rate of the state
sales and use tax effective August 1, 2004, pursuant to enactments of the 2004 Special Session I
of the General Assembly, the Comptroller shall transfer from the general fund of the state
treasury to the Public Education Standards of Quality/Local Real Estate Property Tax Relief
Fund established under § 58.1-638.1 an amount equivalent to one-half of the net revenue
generated from such one-half percent increase as provided in this subdivision. The transfers to
the Public Education Standards of Quality/Local Real Estate Property Tax Relief Fund under
this subdivision shall be for one-half of the net revenue generated (and collected in the
succeeding month) from such one-half percent increase for the month of August 2004 and for
each month thereafter.

2. Beginning July 1, 2013, of the remaining sales and use tax revenue, an amount equal to the
revenue generated by a 0.125 percent sales and use tax shall be distributed to the Public
Education Standards of Quality/Local Real Estate Property Tax Relief Fund established under §
58.1-638.1, and be used for the state's share of Standards of Quality basic aid payments.

3, For the purposes of the Comptroller making the required transfers under subdivision 1 and 2,
the Tax Commissioner shall make a written certification to the Comptroller no later than the
twenty-fifth of each month certifying the sales and use tax revenues generated in the preceding
month. Within three calendar days of receiving such certification, the Comptroller shall make
the required transfers to the Public Education Standards of Quality/Local Real Estate Property
Tax Relief Fund.

G. (Contingent expiration date) Beginning July 1, 2020, of the remaining sales and use tax
revenue, an amount equal to 20 percent of the revenue generated by a one-half percent sales and
use tax, such as that paid to the Commonwealth Transportation Fund as provided in subsection
A, shall be paid to the Commonwealth Transportation Fund established pursuant to § 33.2-1524.
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The Commonwealth Transportation Fund's share of the net revenue distributable under this
subsection shall be computed as an estimate of the net revenue to be received into the state
treasury each month, and such estimated payment shall be adjusted for the actual net revenue
received in the preceding month. All payments shall be made to the Fund on the last day of each
month.

H. 1. Beginning July 1, 2022, of the remaining sales and use tax revenue, an amount equal to
revenue generated by a 0.182 percent sales and use tax shall be distributed to cities and
counties as a supplemental school payment and credited to the account of each city and county
based on the distribution set forth in subdivision H 2 and according to the procedures of
subsection C.

2. Such supplemental school payment shall be distributed (i) beginning on July 1, 2022, but
before July 1, 2024, based upon each city and county's estimated average share of monthly
distributions pursuant to §§ 58.1-605 and 58.1-606 attributable to sales of food purchased for
human consumption and essential personal hygiene products, as such terms are defined in §
58.1-611.1, between February 2020 and December 2021, and (ii) beginning on July 1, 2024,
based upon each city and county’s pro rata share of collections pursuant to §§ 58.1-6035 and
58.1-606.

3. Beginning October 1, 2025, the Department shall make an annual review of the distributions
under this subsection made beginning July 1, 2024, and make any necessary adjustments in
accordance with the same procedures set forth in § 58.1-603.

H-I. (Contingent expiration date) 1. The additional revenue generated by increases in the state
sales and use tax from Planning District 8 pursuant to §§ 58.1-603.1, 58.1-604.01, 58.1-604.1,
and 58.1-614 shall be deposited by the Comptroller in the fund established under § 33.2-2509.

2. The additional revenue generated by increases in the state sales and use tax from Planning
District 23 pursuant to §§ 58.1-603.1, 58.1-604.01, 58.1-604.1, and 58.1-614 shall be deposited
by the Comptroller in the fund established under § 33.2-2600.

3. (For contingent expiration date, see Acts 2020, c. 1235) The additional revenue generated by
increases in the state sales and use tax from Planning District 15 pursuant to §§ 58.1-603.1,
58.1-604.01, 58.1-604.1, and 58.1-614 shall be deposited by the Comptroller in the fund
established under § 33.2-3701.

4. The additional revenue generated by increases in the state sales and use tax in any other
Planning District pursuant to §§ 58.1-603.1, 58.1-604.01, 58.1-604.1, and 58.1-614 shall be
deposited into special funds that shall be established by appropriate legislation.

5 The net revenues distributable under this subsection shall be computed as an estimate of the
net revenue to be received by the state treasury each month, and such estimated payment shall
be adjusted for the actual net revenue received in the preceding month. All payments shall be
made to the appropriate funds on the last day of each month.

E-J. (For contingent expiration date, see Acts 2018, c. 850) The additional revenue generated by
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increases in the state sales and use tax from the Historic Triangle pursuant to § 58.1-603.2 shall
be deposited by the Comptroller as follows: (i) 50 percent shall be deposited into the Historic
Triangle Marketing Fund established pursuant to subsection E of § 58.1-603.2; and (ii) 50
percent shall be deposited in the special fund created pursuant to subdivision D 2 of § 58.1-
603.2 and distributed to the localities in which the revenues were collected. The net revenues
distributable under this subsection shall be computed as an estimate of the net revenues to be
received by the state treasury each month, and such estimated payment shall be adjusted for the
actual net revenue received in the preceding month. All payments shall be made to the
appropriate funds on the last day of each month.

J-K, Beginning July 1, 2020, the first $40 million of sales and use taxes remitted by online
retailers with a physical nexus established pursuant to subsection D of § 58.1-612 shall be
deposited into the Major Headquarters Workforce Grant Fund established pursuant to § 59.1-
284.31.

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

E-M. The term "net revenue,” as used in this section, means the gross revenue received into the
peneral fund or the Commonwealth Transportation Fund of the state treasury under the
preceding sections of this chapter, less refunds to taxpayers.

58.1-2425. (Contingent expiration date — see Acts 2013, ¢.7 66) Disposition of revenues.

(For contingent expiration date — see Acts 2019, c. 52, cl. 2) Funds collected hereunder by the
Commissioner shall be forthwith paid into the state treasury. Except as otherwise provided in
this section, these funds shall constitute special funds within the Commonwealth Transportation
Fund. Any balances remaining in these funds at the end of the year shall be available for use in
subsequent years for the purposes set forth in this chapter, and any interest income on such
funds shall accrue to these funds. The revenue so derived, after refunds have been deducted, is
hereby allocated for the construction, reconstruction and maintenance of highways and the
regulation of traffic thereon and for no other purpose. However, (i) all funds collected pursuant
to the provisions of this chapter from manufactured homes, as defined in § 46.2-100, shall be
distributed to the city, town, or county wherein such manufactured home is to be situated as a
dwelling; (ii) all funds collected pursuant to the provisions of this chapter from all-terrain
vehicles, mopeds, and off-road motorcycles, as those terms are defined in § 46.2-100, shall be
distributed as follows: (a) an amount equal to a one percent tax shall be distributed in the same
manner as the one percent local sales tax pursuant to § 58.1-605, except that this amount
collected on sales by anyone other than a Virginia dealer or on sales outside of Virginia shall be
distributed to the county or city in which the vehicle is used or stored for use; (b) an amount
equal to a 4.3 percent tax shall be distributed in the same manner as the state sales and use tax
pursuant to §§ 58.1-638 and 58.1-638.3, except that this amount collected on sales by anyone
other than a Virginia dealer or on sales outside of Virginia shall be distributed to the county or
city in which the vehicle is used or stored for use; () if the all-terrain vehicle, moped, or off-
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road motorcycle was purchased from a Virginia dealer in a county or city in a planning district
described in § 58.1-603.1, an amount equal to a 0.7 percent tax shall be distributed pursuant to §
58.1-603.1; (d) if the all-terrain vehicle, moped, or off-road motorcycle was purchased from
anyone other than a Virginia dealer or outside of Virginia and then used or stored for use in a
county or city in a planning district described in § 58.1-603.1, an amount equal to a 0.7 percent
tax shall be distributed to the county or city in which the vehicle is used or stored for use; and
(e) an amount equal to a one percent tax shall be distributed in a manner consistent with the
provisions of subsectiont J of § 58 1-638 for each all-terrain vehicle, moped, and off-road
motorcycle subject to the additional tax within the Historic Triangle under subdivision A 1 of §
58.1-2402; and (iii) all remaining funds, after the collection costs of the Department of Motor
Vehicles, from the sales and use tax on motor vehicles shall be distributed to and paid into the
Commonwealth Transportation Fund pursuant to § 33.2-1524.

(For contingent effective date - see Acts 2019, c. 52, cl. 2) Funds collected hereunder by the
Commissioner shall be forthwith paid into the state treasury. Except as otherwise provided in
this section, these funds shall constitute special funds within the Commonwealth Transportation
Fund. Any balances remaining in these funds at the end of the year shall be available for use in
subsequent years for the purposes set forth in this chapter, and any interest income on such
funds shall accrue to these funds. The revenue so derived, after refunds have been deducted, is
hereby allocated for the construction, reconstruction and maintenance of highways and the
regulation of traffic thereon and for no other purpose. However, (i) all funds collected pursuant
to the provisions of this chapter from manufactured homes, as defined in § 46.2-100, shall be
distributed to the city, town, or county wherein such manufactured home is to be situated as a
dwelling; (ii) all funds collected pursuant to the provisions of this chapter from all-terrain
vehicles, mopeds, and off-road motorcycles, as those terms are defined in § 46.2-100, shall be
distributed as follows: (a) an amount equal to a one percent tax shall be distributed in the same
manner as the one percent local sales tax pursuant to § 58.1-605, except that this amount
collected on sales by anyone other than a Virginia dealer or on sales outside of Virginia shall be
distributed to the county or city in which the vehicle is used or stored for use; (b) an amount
equal to a 4.3 percent tax shall be distributed in the same manner as the state sales and use tax
pursuant to §§ 58.1-638 and 58.1-638.3, except that this amount collected on sales by anyone
other than a Virginia dealer or on sales outside of Virginia shall be distributed to the county or
city in which the vehicle is used or stored for use; (c) if the all-terrain vehicle, moped, or off-
road motorcycle was purchased from a Virginia dealer in a county or city in a planning district
described in § 58.1-603.1, an amount equal to a 0.7 percent tax shall be distributed pursuant to §
58.1-603.1; and (d) if the all-terrain vehicle, moped, or off-road motorcycle was purchased from
anyone other than a Virginia dealer or outside of Virginia and then used or stored for use ina
county or city in a planning district described in § 58.1-603.1, an amount equal to a 0.7 percent
tax shall be distributed to the county or city in which the vehicle is used or stored for use; and
(iii) all remaining funds, after the collection costs of the Department of Motor Vehicles, from
the sales and use tax on motor vehicles shall be distributed to and paid into the Commonwealth
Transportation Fund pursuant to § 33 2-1524,

58.1-2425. (Contingent effective date - see Acts 2013, c. 766) Disposition of revenues.
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(For contingent expiration date - see Acts 2019, ¢. 52, cl. 2) Funds collected hereunder by the
Commissioner shall be forthwith paid into the state treasury. Except as otherwise provided in
this section, these funds shall constitute special funds within the Commonwealth Transportation
Fund. Any balances remaining in these funds at the end of the year shall be available for use in
subsequent years for the purposes set forth in this chapter, and any interest income on such
funds shall accrue to these funds. The revenue so derived, after refunds have been deducted, is
hereby allocated for the construction, reconstruction and maintenance of highways and the
regulation of traffic thereon and for no other purpose. However, (i) all funds collected pursuant
to the provisions of this chapter from manufactured homes, as defined in § 46.2-100, shall be
distributed to the city, town, or county wherein such manufactured home is to be situated as a
dwelling; (ii) all funds collected pursuant to the provisions of this chapter from all-terrain
vehicles, mopeds, and off-road motorcycles, as those terms are defined in § 46.2-100, shall be
distributed as follows: (a) an amount equal to a one percent tax shall be distributed in the same
manner as the one percent local sales tax pursuant to § 58.1-605, except that this amount
collected on sales by anyone other than a Virginia dealer or on sales outside of Virginia shall be
distributed to the county or city in which the vehicle is used or stored for use; (b) an amount
equal to a four percent tax shall be distributed in the same manner as the state sales and use tax
pursuant to § 58.1-638, except that this amount collected on sales by anyone other than a
Virginia dealer or on sales outside of Virginia shall be distributed to the county or city in which
the vehicle is used or stored for use; and (c) an amount equal to a one percent tax shall be
distributed in a manner consistent with the provisions of subsectionJ of § 58.1-638 for each
all-terrain vehicle, moped, and off-road motorcycle subject to the additional tax within the
Historic Triangle under subdivision A 1 of § 58.1-2402; and (iii) all remaining funds, after the
collection costs of the Department of Motor Vehicles, from the sales and use tax on motor
vehicles shall be distributed to and paid into the Commonwealth Transportation Fund
established pursuant to § 33.2-1524,

(For contingent effective date - see Acts 2019, c. 52, cl. 2) Funds collected hereunder by the
Commissioner shall be forthwith paid into the state treasury. Except as otherwise provided in
this section, these funds shall constitute special funds within the Commonwealth Transportation
Fund. Any balances remaining in these funds at the end of the year shall be available for use in
subsequent years for the purposes set forth in this chapter, and any interest income on such
funds shall accrue to these funds. The revenue so derived, after refunds have been deducted, 18
hereby allocated for the construction, reconstruction and maintenance of highways and the
regulation of traffic thereon and for no other purpose. However, (i) all funds collected pursuant
to the provisions of this chapter from manufactured homes, as defined in § 46.2-100, shall be
distributed to the city, town, or county wherein such manufactured home is to be situated as a
dwelling; (ii) all funds collected pursuant to the provisions of this chapter from all-terrain
vehicles, mopeds, and off-road motorcycles, as those terms are defined in § 46.2-100, shall be
distributed as follows: () an amount equal to a one percent tax shall be distributed in the same
manner as the one percent local sales tax pursuant to § 58.1-605, except that this amount
collected on sales by anyone other than a Virginia dealer or on sales outside of Virginia shall be
distributed to the county or city in which the vehicle is used or stored for use and (b) an amount

27



Committee Approved Amendments to House Bill 30, as Introduced

equal to a four percent tax shall be distributed in the same manner as the state sales and use tax
pursuant to § 58.1-638, except that this amount collected on sales by anyone other than a
Virginia dealer or on sales outside of Virginia shall be distributed to the county or city in which
the vehicle is used or stored for use; and (iii) all remaining funds, after the collection costs of
the Department of Motor Vehicles, from the sales and use tax on motor vehicles shall be
distributed to and paid into the Commonwealth Transportation Fund established pursuant to §
33.2-1524."

Page 623, strike lines 1 through 30.

Page 623, line 31, strike "7." and insert "6.".

Page 623, line 32, strike "8." and insert "7."

Explanation:

(This amendment includes language eliminating the sales tax on food consistent with the
provisions of House Bill 90 as it passed the House.)

Item 4-14 #4h

Effective Date
Language

Language:

Page 623, strike lines 30 through 32, and insert:
6. That §§ 58.1-322.03 and 58.1-402 of the Code of Virginia are 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, 2026, $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) and (ii) for taxable years
beginning on and after January 1, 2019, but before January 1, 2026, $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). For purposes of this section, any person who may be
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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.

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 Virginia College Savings 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
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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 Virginia College Savings 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 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 fax 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
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subtracted in the taxable year immediately following the year in which the installment payment
i 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 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. For taxable years beginning on and after January 1, 2018, but before January 1, 2022, 20
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percent of business interest disallowed as a deduction pursuant to § 163(j) of the Internal
Revenue Code. For taxable years beginning on and after January 1, 2022, 30 percent of
business interest disallowed as a deduction pursuant to § 163(j) of the Internal Revenue Code.
For purposes of this subdivision, "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 on and after January 1, 2020, but 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.

58.1-402. Virginia taxable income.

A. For purposes of this article, Virginia taxable income for a taxable year means the federal
taxable income and any other income taxable to the corporation under federal law for such year
of a corporation adjusted as provided in subsections B, C, D, E, G, and H.

For a regulated investment company and a real estate investment trust, such term means the
"investment company taxable income" and "real estate investment trust taxable income,"
respectively, to which shall be added in each case any amount of capital gains and any other
income taxable to the corporation under federal law which shall be further adjusted as provided
in subsections B, C, D, E, G, and H.

B. There shall be added to the extent excluded from federal taxable income:

1. Interest, less related expenses to the extent not deducted in determining federal taxable
income, on obligations of any state other than Virginia, or of a political subdivision of any such
other state unless created by compact or agreement to which the Commonwealth is a party;

2. Interest or dividends, less related expenses to the extent not deducted in determining federal
taxable income, on obligations or securities of any authority, commission or instrumentality of
the United States, which the laws of the United States exempt from federal income tax but not

from state income taxes;
3. [Repealed.]

4. The amount of any net income taxes and other taxes, including franchise and excise taxes,
which are based on, measured by, or computed with reference to net income, imposed by the
Commonwealth or any other taxing jurisdiction, to the extent deducted in determining federal
taxable income;

5. Unrelated business taxable income as defined by § 512 of the Internal Revenue Code;

6. [Repealed.]
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7. The amount required to be included in income for the purpose of computing the partial tax on
an accumulation distribution pursuant to § 667 of the Internal Revenue Code;

8. a. For taxable years beginning on and after January 1, 2004, the amount of any intangible
expenses and costs directly or indirectly paid, accrued, or incurred to, or in connection directly
or indirectly with one or more direct or indirect transactions with one or more related members
to the extent such expenses and costs were deductible or deducted in computing federal taxable
income for Virginia purposes. This addition shall not be required for any portion of the
intangible expenses and costs if one of the following applies:

(1) The corresponding item of income received by the related member is subject to a tax based
on or measured by net income or capital imposed by Virginia, another state, or a foreign
government that has entered into a comprehensive tax treaty with the United States government;

(2) The related member derives at least one-third of its gross revenues from the licensing of
intangible property to parties who are not related members, and the transaction giving rise to the
expenses and costs between the corporation and the related member was made at rates and terms
comparable to the rates and terms of agreements that the related member has entered into with
parties who are not related members for the licensing of intangible property; or

(3) The corporation can establish to the satisfaction of the Tax Commissioner that the intangible
expenses and costs meet both of the following: (i) the related member during the same taxable
year directly or indirectly paid, accrued or incurred such portion to a person who is not a related
member, and (ii) the transaction giving rise to the intangible expenses and costs between the
corporation and the related member did not have as a principal purpose the avoidance of any
portion of the tax due under this chapter.

b. A corporation required to add to its federal taxable income intangible cxpenses and costs
pursuant to subdivision a may petition the Tax Commissioner, after filing the related income tax
return for the taxable year and remitting to the Tax Commissioner all taxes, penalties, and
interest due under this article for such taxable year including tax upon any amount of intangible
expenses and costs required to be added to federal taxable income pursuant to subdivision a, to
consider evidence relating to the transaction or transactions between the corporation and a
related member or members that resulted in the corporation's taxable income being increased, as
required under subdivision a, for such intangible expenses and costs.

If the corporation can demonstrate to the Tax Commissioner's sole satisfaction, by clear and
convincing evidence, that the transaction or transactions between the corporation and a related
member or members resulting in such increase in taxable income pursuant to subdivision a had
a valid business purpose other than the avoidance or reduction of the tax due under this chapter,
the Tax Commissioner shall permit the corporation to file an amended return. For purposes of
such amended return, the requirements of subdivision a shall not apply to any transaction for
which the Tax Commissioner is satisfied (and has identified) that the transaction had a valid
business purpose other than the avoidance or reduction of the tax due under this chapter. Such
amended return shall be filed by the corporation within one year of the written permission

33



Committee Approved Amendments to House Bill 30, as Introduced

granted by the Tax Commissioner and any refund of the tax imposed under this article shall
include interest at a rate equal to the rate of interest established under § 58.1-15 and such
interest shall accrue as provided under § 58.1-1833. However, upon the filing of such amended
return, any related member of the corporation that subtracted from taxable income amounts
received pursuant to subdivision C 21 shall be subject to the tax imposed under this article on
that portion of such amounts for which the corporation has filed an amended return pursuant o
this subdivision. In addition, for such transactions identified by the Tax Commissioner herein
by which he has been satisfied by clear and convincing evidence, the Tax Commissioner may
permit the corporation in filing income tax returns for subsequent taxable years to deduct the
related intangible expenses and costs without making the adjustment under subdivision a.

The Tax Commissioner may charge a fee for all direct and indirect costs relating to the review
of any petition pursuant to this subdivision, to include costs necessary to secure outside experts
in evaluating the petition. The Tax Commissioner may condition the review of any petition
pursuant to this subdivision upon payment of such fee.

No suit for the purpose of contesting any action of the Tax Commissioner under this subdivision
shall be maintained in any court of this Commonwealth.

¢. Nothing in subdivision B 8 shall be construed to limit or negate the Department's authority
under § 58.1-446;

9. a. For taxable years beginning on and after January 1, 2004, the amount of any interest
expenses and costs directly or indirectly paid, accrued, or incurred to, or in connection directly
or indirectly with one or more direct or indirect transactions with one or more related members
to the extent such expenses and costs were deductible or deducted in computing federal taxable
income for Virginia purposes. This addition shall not be required for any portion of the interest
expenses and costs, if:

(1) The related member has substantial business operations relating to interest-generating
activities, in which the related member pays expenses for at least five full-time employees who
maintain, manage, defend or are otherwise responsible for operations or administration relating
to the interest-generating activities; and

(2) The interest expenses and costs are not directly or indirectly for, related to or in connection
with the direct or indirect acquisition, maintenance, management, sale, exchange, or disposition
of intangible property; and

(3) The transaction giving rise to the expenses and costs between the corporation and the related

member has a valid business purpose other than the avoidance or reduction of taxation and
payments between the parties are made at arm's length rates and terms; and

(4) One of the following applies:

(i) The corresponding item of income received by the related member is subject to a tax based
on or measured by net income or capital imposed by Virginia, another state, or a foreign
government that has entered into a comprehensive tax treaty with the United States government,
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(ii) Payments arise pursuant to a pre-existing contract entered into when the parties were not
related members provided the payments continue to be made at arm's length rates and terms;

(iii) The related member engages in transactions with parties other than related members that
generate revenue in excess of $2 million annually; or

(iv) The transaction giving rise to the interest payments between the corporation and a related
member was done at arm's length rates and terms and meets any of the following: (a) the related
member uses funds that are borrowed from a party other than a related member or that are paid,
incurred or passed-through to a person who is not a related member; (b) the debt is part of a
regular and systematic funds management or portfolio investment activity conducted by the
related member, whereby the funds of two or more related members are aggregated for the
purpose of achieving economies of scale, the internal financing of the active business operations
of members, or the benefit of centralized management of funds; (c) financing the expansion of
the business operations; or (d) restructuring the debt of related members, or the pass-through of
acquisition-related indebtedness to related memberts.

b. A corporation required to add to its federal taxable income interest expenses and costs
pursuant to subdivision a may petition the Tax Commissioner, after filing the related income tax
return for the taxable year and remitting to the Tax Commissioner all taxes, penalties, and
interest due under this article for such taxable year including tax upon any amount of interest
expenses and costs required to be added to federal taxable income pursuant to subdivision a, to
consider evidence relating to the transaction or transactions between the corporation and a
related member or members that resulted in the corporation's taxable income being increased, as
required under subdivision a, for such interest expenses and costs.

If the corporation can demonstrate to the Tax Commissioner's sole satisfaction, by clear and
convincing evidence, that the transaction or transactions between the corporation and a related
member or members resulting in such increasc in taxable income pursuant to subdivision a had
a valid business purpose other than the avoidance or reduction of the tax due under this chapter
and that the related payments between the parties were made at arm's length rates and terms, the
Tax Commissioner shall permit the corporation to file an amended return. For purposes of such
amended return, the requirements of subdivision a shall not apply to any transaction for which
the Tax Commissioner is satisfied (and has identified) that the transaction had a valid business
purpose other than the avoidance or reduction of the tax due under this chapter and that the
related payments between the parties were made at arm's length rates and terms. Such amended
return shall be filed by the corporation within one year of the written permission granted by the
Tax Commissioner and any refund of the tax imposed under this article shall include interest at
a rate equal to the rate of interest established under § 58.1-15 and such interest shall accrue as
provided under § 58.1-1833, However, upon the filing of such amended return, any related
member of the corporation that subtracted from taxable income amounts received pursuant to
subdivision C 21 shall be subject to the tax imposed under this article on that portion of such
amounts for which the corporation has filed an amended return pursuant to this subdivision. In
addition, for such transactions identified by the Tax Commissioner herein by which he has been
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satisfied by clear and convincing evidence, the Tax Commissioner may permit the corporation
in filing income tax returns for subsequent taxable years to deduct the related interest expenses
and costs without making the adjustment under subdivision a.

The Tax Commissioner may charge a fee for all direct and indirect costs relating to the review
of any petition pursuant to this subdivision, to include costs necessary to secure outside experts
in evaluating the petition. The Tax Commissioner may condition the review of any petition
pursuant to this subdivision upon payment of such fee.

No suit for the purpose of contesting any action of the Tax Commissioner under this subdivision
shall be maintained in any court of this Commonwealth.

c. Nothing in subdivision B 9 shall be construed to limit or negate the Department's authority
under § 58.1-446.

d. For purposes of subdivision B 9:

"Arm's-length rates and terms" means that (i) two or more related members enter into a written
agreement for the transaction, (ii) such agreement is of a duration and contains payment terms
substantially similar to those that the related member would be able to obtain from an unrelated
entity, (iii) the interest is at or below the applicable federal rate compounded annually for debt
instruments under § 1274(d) of the Internal Revenue Code that was in effect at the time of the
agrecment, and (iv) the borrower or payor adheres to the payment terms of the agreement
governing the transaction or any amendments thereto.

"Valid business purpose" means one or more business purposes that alone or in combination
constitute the motivation for some business activity or transaction, which activity or transaction
improves, apart from tax effects, the economic position of the taxpayer, as further defined by
regulation.

10. a. For taxable years beginning on and after January 1, 2009, the amount of dividends
deductible under §§ 561 and 857 of the Internal Revenue Code by a Captive Real Estate
Investment Trust (REIT). For purposes of this subdivision, a REIT is a Captive REIT if:

(1) It is not regularly traded on an established securities market;

(2) More than 50 percent of the voting power or value of beneficial interests or shares of which,
at any time during the last half of the taxable year, is owned or controlled, directly or indirectly,
by a single entity that is (i) a corporation or an association taxable as a corporation under the
Internal Revenue Code; and (i) not exempt from federal income tax pursuant to § 501(a) of the
Internal Revenue Code; and

(3) More than 25 percent of its income consists of rents from real property as defined in §
856(d) of the Internal Revenue Code.

b. For purposes of applying the ownership test of subdivision 10 a (2), the following entitics
shall not be considered a corporation or an association taxable as a corporation:

(1) Any REIT that is not treated as a Captive REIT;
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(2) Any REIT subsidiary under § 856 of the Internal Revenue Code other than a qualified REIT
subsidiary of a Captive REIT;

(3) Any Listed Australian Property Trust, or an entity organized as a trust, provided that a
Listed Australian Property Trust owns or controls, directly or indirectly, 75 percent or more of
the voting or value of the beneficial interests or shares of such trust; and

(4) Any Qualified Foreign Entity.

c. For purposes of subdivision B 10, the constructive ownership rules prescribed under § 318(a)
of the Internal Revenue Code, as modified by § 856(d)(5) of the Internal Revenue Code, shall
apply in determining the ownership of stock, assets, or net profits of any person,

d. For purposes of subdivision B 10:

"Listed Australian Property Trust" means an Australian unit trust registered as a Management
Investment Scheme, pursuant to the Australian Corporations Act, in which the principal class of
units is listed on a recognized stock exchange in Australia and is regularly traded on an

established securities market.

"Qualified Foreign Entity" means a corporation, trust, association or partnership organized
outside the laws of the United States and that satisfies all of the following criteria:

(1) At least 75 percent of the entity's total asset value at the close of its taxable year is
represented by real estate assets, as defined in § 856(c)(5)(B) of the Internal Revenue Code,
thereby including shares or certificates of beneficial interest in any REIT, cash and cash
equivalents, and U.S. Government securities;

(2) The entity is not subject to a tax on amounts distributed to its beneficial owners, or is
exempt from entity level tax;

(3) The entity distributes, on an annual basis, at least 85 percent of its taxable income, as
computed in the jurisdiction in which it is organized, to the holders of its shares or certificates

of beneficial interest;

(4) The shares or certificates of beneficial interest of such entity are regularly traded on an
established securities market or, if not so traded, not more than 10 percent of the voting power
or value in such entity is held directly, indirectly, or constructively by a single entity or
individual; and

(5) The entity is organized in a country that has a tax treaty with the United States.

e. For taxable years beginning on or after January 1, 2016, for purposes of subdivision B 10,
any voting power or value of the beneficial interests or shares in a REIT that is held in a
segregated asset account of a life insurance corporation as described in § 817 of the Internal
Revenue Code shall not be taken into consideration when determining if such REIT is a Captive

REIT.

11. For taxable years beginning on or after January 1, 2016, to the extent that tax credit is
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allowed for the same donation pursuant to § 58.1-439.12:12, any amount claimed as a federal
income tax deduction for such donation under § 170 of the Internal Revenue Code, as amended
or renumbered.

C. There shall be subtracted to the extent included in and not otherwise subtracted from federal
taxable income:

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 this
Commonwealth or of any political subdivision or instrumentality of this Commonwealth.

3. Dividends upon stock in any domestic international sales corporation, as defined by § 992 of
the Internal Revenue Code, 50 percent or more of the income of which was assessable for the
preceding year, or the last year in which such corporation has income, under the provisions of
the income tax laws of the Commonwealth.

4. The amount of any refund or credit for overpayment of income taxes imposed by this
Commonwealth or any other taxing jurisdiction.

5. Any amount included therein by the operation of the provisions of § 78 of the Internal
Revenue Code (foreign dividend gross-up).

6. The amount of wages or salaries eligible for the federal Targeted Jobs 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 by the operation of § 951 of the Internal Revenue Code (subpart
F income) or, for taxable years beginning on and after January 1, 2018, § 951A of the Internal
Revenue Code (Global Intangible Low-Taxed Income).

8. Any amount included therein which is foreign source income as defined in § 58.1-302.
9. [Repealed. ]

10, The amount of any dividends received from corporations in which the taxpaying corporation
owns 50 percent or more of the voting stock.

11. [Repealed.]
12, 13. [Expired.}

14, For taxable years beginning on or after January 1, 1995, the amount for "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.
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15. For taxable years beginning on or after January 1, 2000, the total amount 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.

16. For taxable years beginning on or after January 1, 2000, but 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 casement 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 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.

17. For taxable years beginning on and after January 1, 2001, any amount included therein with
respect to § 58.1-440.1.

18. For taxable years beginning on and after January 1, 1999, income received as a result of (1)
the "Master Settlement Agreement," as defined in § 3.2-3100; and (ii) the National Tobacco
Grower Settlement Trust dated July 19, 1999, by (a) tobacco farming businesses; (b) any
business holding a tobacco marketing quota, or tobacco farm acreage allotment, under the
Agricultural Adjustment Act of 1938; or {c) any business having the right to grow tobacco
pursuant to such a quota allotment.

19, 20, [Repealed.]

21. For taxable years beginning on and after January 1, 2004, any amount of intangible
expenses and costs or interest expenses and costs added to the federal taxable income of a
corporation pursuant to subdivision B 8 or B 9 shall be subtracted from the federal taxable
income of the related member that received such amount if such related member is subject to
Virginia income tax on the same amount.

22. For taxable years beginning on and after January 1, 2009, 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 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, For taxable years beginning on and after January 1, 2009, 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. For taxable years beginning on or after January 1, 2011, any income taxcd 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
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income must 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 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 must 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. 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 December 31, 2023. No subtraction shall be
allowed under this subdivision for an investment in a company that is owned or operated by an
affiliate of the taxpayer. No subtraction shall be allowed under this subdivision for a taxpayer
who has claimed a subtraction under subdivision C 24 for the same investment.

b. As used in this subdivision 25:

"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.

26. 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
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trust that is managed by an affiliate of the taxpayer. No subtraction shall be allowed under this
subdivision for a taxpayer who has claimed a subtraction under subdivision C 24 or 25 for the
same investment.

b. As used in this subdivision 26:

"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.

27. For taxable years beginning on and after January 1, 2019, any gain recognized from the
taking of real property by condemnation proceedings.

28. For taxable years beginning on and after January 1, 2020, but before January 1, 2021, up to
$100,000 of all grant funds received by the taxpayer under the Rebuild Virginia program
established by the Governor and administered by the Department of Small Business and
Supplier Diversity.

D. For taxable years beginning on and after January 1, 2006, there shall be subtracted from
federal taxable income contract payments to a producer of quota tobacco or a tobacco quota
holder as provided under the American Jobs Creation Act of 2004 (P.L. 108-357) as follows:

1. If the payment is received in installment payments, then the recognized gain, including any
gain recognized in taxable year 2005, may be subtracted in the taxable year immediately
following the year in which the installment payment is received.

2. 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.

E. Adjustments to federal taxable income shall be made to reflect the transitional modifications
provided in § 58.1-315.

F. Notwithstanding any other provision of law, the income from any disposition of real property
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which is held by the taxpayer for sale to customers in the ordinary course of the taxpayer's trade
or business, as defined in § 453(1)(1)(B) of the Internal Revenue Code, of property made on or
after January 1, 2009, may, at the election of the taxpayer, be recognized under the installment
method described under § 453 of the Internal Revenue Code, provided that (i) the election
relating to the dealer disposition of the property has been made on or before the due date
prescribed by law (including extensions) for filing the taxpayer's return of the tax imposed
under this chapter for the taxable year in which the disposition occurs, and (ii) the dealer
disposition is in accordance with restrictions or conditions established by the Department,
which shall be set forth in guidelines developed by the Department. Along with such restrictions
or conditions, the guidelines shall also address the recapture of such income under certain
circumstances. The development of the guidelines shall be exempt from the Administrative
Process Act (§ 2.2-4000 et seq.).

G. For taxable years beginning on and after January 1, 2018, but before January 1, 2022, there
shall be deducted to the extent included in and not otherwise subtracted from federal taxable
income 20 percent of business interest disallowed as a deduction pursuant to § 163 (j) of the
Internal Revenue Code. For taxable years beginning on and after January 1, 2022, there shall
be deducted to the extent included in and not otherwise subtracted from federal taxable income
30 percent of business interest disallowed as a deduction pursuant to § 163 (j) of the Internal
Revenue Code. For purposes of this subsection, "business interest” means the same as that term
is defined under § 163(j) of the Internal Revenue Code.

H. For taxable years beginning on and after January 1, 2020, but before January 1, 2021, there
shall be deducted to the extent not otherwise subtracted from federal taxable income up to
$100,000 of the amount that is not deductible when computing federal taxable income solely on
account of the portion of subdivision B 10 of § 58.1-301 related to Paycheck Protection
Program loans.

7. That the provisions of the fifth enactment of this Act shall apply beginning January 1,
2023.

8. That the provisions of the first enactment of this act shall expire at midnight on June 30,
2024.

9. That the provisions of the second, third, fourth, fifth, and sixth enactments of this act
shall have no expiration date."

Explanation:

(This amendment includes language increasing from 20% to 30% the Virginia individual and
corporate tax deduction for business interest disallowed as a deduction under § 163(j) of the IRS
code. The language is consistent with the provisions of House Bill 1006 as it passed the House.)

Item 4-14 #5h
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Effective Date
Language
Language:

Page 623, strike lines 30 through 32, and insert:
""6. That § 58.1-2217 of the Code of Virginia is amended and reenacted as follows:
58.1-2217. Taxes levied; rate.

A. (Contingent expiration date) There is hereby levied an excise tax on gasoline and gasohol as
follows:

1. On and after July 1, 2020, but before July 1, 2021, and on and after July 1, 2022, but before
July 1, 2023, the rate shall be 21.2 cents per gallon;

2. On and after July 1, 2021, but before July 1, 2022, the rate shall be 26.2 cents per gallon;-and

3. On and after July 1, 2023, but before July 1, 2024, the rate shall be 26.2 cents per gallon
adjusted based on the greater of (i) [ the sum of | the change in the United States Average
Consumer Price Index for all items, all urban consumers (CPI-U), as published by the Bureau
of Labor Statistics for the U.S. Department of Labor for [ 2021 and ] 2022 or (1i) zero; and

4. On and after July 1,-2622 2024, the rate shall be adjusted annually based on the greater of (i)
the change in the United States Average Consumer Price Index for all items, all urban
consumers (CPI-U), as published by the Bureau of Labor Statistics for the U.S. Department of
Labor for the previous year or (ii) zero.

A. (Contingent effective date) There is hereby levied an excise tax on gasoline and gasohol at a
rate of 16.2 cents per gallon.

B. (Contingent expiration date) There is hereby levied an excise tax on diesel fuel as follows:

1. On and after July 1, 2020, but before July 1, 2021, and on and after July 1, 2022, but before
July 1, 2023, the rate shall be 20.2 cents per gallon;

2. On and after July 1, 2021, but before July 1, 2022, the rate shall be 27 cents per gallon;-and

3. On and after July 1, 2023, but before July 1, 2024, the rate shall be 27 cents per gallon
adjusted based on the greater of (i) [ the sum of | the change in the United States Average
Consumer Price Index for all items, all urban consumers (CPI-U), as published by the Bureau
of Labor Statistics for the U.S. Department of Labor for [ 2021 and ] 2022 or (ii) zero, and

4. On and after July 1,-2622 2024, the rate shall be adjusted annually based on the greater of ()
the change in the United States Average Consumer Price Index for all items, all urban
consumers (CPI-U), as published by the Bureau of Labor Statistics for the U.S. Department of
Labor for the previous year or (ii) zero.

B. (Contingent effective date) There is hereby levied an excise tax on diesel fuel at a rate of
20.2 cents per gallon.
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C. Blended fuel that contains gasoline shall be taxed at the rate levied on gasoline. Blended fuel
that contains diesel fuel shall be taxed at the rate levied on diesel fuel.

D. There is hereby levied a tax at the rate of five cents per gallon on aviation gasoline, Any
person, whether or not licensed under this chapter, who uses, acquires for use, sells or delivers
for use in highway vehicles any aviation gasoline shall be liable for the tax at the rate levied on
gasoline and gasohol, along with any penalties and interest that may accrue.

E. There is hereby levied a tax at the rate of five cents per gallon on aviation jet fuel purchased
or acquired for use by a user of aviation fuel other than an aviation consumer. There is hereby
levied a tax at the rate of five cents per gallon upon the first 100,000 gallons of aviation jet fuel,
excluding bonded aviation jet fuel, purchased or acquired for use by any aviation consumer in
any fiscal year. There is hereby levied a tax at the rate of one-half cent per gallon on all aviation
jet fuel, excluding bonded aviation jet fuel, purchased or acquired for use by an aviation
consumer in excess of 100,000 gallons in any fiscal year. Any person, whether or not licensed
under this chapter, who uses, acquires for use, sells or delivers for use in highway vehicles any
aviation jet fuel taxable under this chapter shall be liable for the tax imposed at the rate levied
on diesel fuel, along with any penalties and interest that may accrue.

F. In accordance with § 62.1-44.34:13, a storage tank fee is imposed on each gallon of gasoline,
aviation gasoline, diesel fuel (including dyed diesel fuel), blended fuel, and heating oil sold and
delivered or used in the Commonwealth.

7. That the provisions of the fifth enactment of this Act shall apply beginning January 1,
2023.

8. That the provisions of the first enactment of this act shall expire at midnight on June 30,
2024.

9. That the provisions of the second, third, fourth, fifth, and sixth enactments of this act
shall have no expiration date."

Explanation:

(This amendment includes language lowering the tax rate on gasoline and diesel fuel for fiscal
year 2023 consistent with the provisions of House Bill 1144 as it passed the House.)

Item 4-14 #6h

Effective Date
Language
Language:
Page 621, strike lines 5 through 47.
Page 622, strike lines 1 through 49.
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Page 623, strike lines 1 through 30.
Page 623, line 31, strike "7." and insert "2."
Page 623, strike line 32.

Explanation:

(This amendment eliminates language contained in House Bill 30 as introduces that address
conformity with the federal tax code, the earned income tax credit and the sales tax on food and
personal hygiene products. House Bill 971 has been adopted, which addresses Virginia's
conformity with federal tax provisions, House Bill 90 eliminates the remaining sales tax on food
and personal hygiene products and is inserted in another amendment to accurately reflect the
passed legislation. House Bill 1312 was not adopted by the House and thus the earned income
tax credit language is removed.)
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