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]JJur/ of BPO

—= of 1812 -
" |n'1850 it was policy to levy a license tax on
businesses and professionals. It was initially a

flat fee that varied.

= |n 20™ century system changed to tax based on
gross receipts

= In 1996 the Code of Virginia §58.1-3700
.overnmg BRPOL was amend 0/ enSUre

OL Gwdellnes Issued 1997 revised in 2000,
2008 became regulations of the Virginia
Administrative Code § 23 VAC 10-500



BPOL TAX

e

= “-"A Atto) ev General 0 inin 0 resolve 1:‘S‘es were
i r%P ace%l% r&ﬁn sﬁs‘sueab t%e Virginia' Department of
- axation-as-Public Documents.

= The tax s in?gosed by, local ordinance which must be
similar to uniform provisions.

= | ocalities are authqQrized to impose local lIGense tax on
usinesses wﬁu %GIFJUI’ISAPC%OH unless they Fevya
merchants capital tax.

E%é\]&ax or fee on the privilege of

OSt common n?ethod of assessing BP(RL tax i% on thef\
8ross receipts of a bHslne S or fee on the privilege o
oing business within a locality

. | _—
husinessiinither
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= B OIUSHTIEAlls Uit e dic = O CJUIS)If at” : -
~ generatead taxable gress receipts. e

(e

= = Definite place of business is an office or location which
occurs a regular and continuous course of dealing for
thirty consecutive days or more. Examples: office,
home, trailer, a desk at a clients location.

= PD 15-24 list items to look for to establish a definite
place of business for situs |
=_Continueus presence -

"' Phone R —

= BOTH situs and definite place of business are needed
to Impose the BPOL tax on a business
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= BPOL tax based'on gross receipts includes
~ only those receipts attributable to the
exercise of a licensable privilege at a
definite place of business within the locality.

S receipts of the business ear.ned_g _— -
ol Usiness cannot
€ taxed by the locality




CROSSRECEIPTSS

.= Gross recelpts means the Whole, entire,

~ total receipts of money or other
consideration received by the taxpayer as a
result of transactions with others besides
himself and which are derived from the

erg_iercise of the licensed privilege to engage...

: P 1 e T——
usine €SSI0 ordinary
Se 0

Usiness without deductions or
exclusion except as provided by law.




Exernotorns frorr SPO0L0

— Localities maﬁﬂ’ﬁnpese 2 license tax oTee on certain.
~ persons.and.privileges per Virginia Code 858.1-3703 C.

= There are currently 21 exemptions and the most
common are:

— Public Service Companies and motor carriers formerly certified by Interstate Commerce
Commission (ICC) or registered for insurance purpose with the Surface Transportation Board of -
the US Dept. of Transportation. A website www.safersys.org can be usedito: help determine if
motor carriers qualify

— Printing and publishing any newspaper, magazine, and newsletter on a daily basis or regularly at
average intervals not exceeding three months.

— Insurance companies subject to taxation under. Chapter §58.1-2500 ‘
Bank or Trust Company subject to taxation under Chapter §58.1-1200 P

_ertain nonprofit organizations & charitable organizations. The IRS and G !desw
0 check to see if they.gualif

or sellmg farm erdemestcIreducisieraurseny producis;fornamental or otherwise, or for.the
plantinGeINUISERPIEGUCTS, as an Incident to the sale thereof, outside of the regular NEGH
pusesand sheds of such county, city or town, provided such products are grown or. produced
py the person offering them for sale;

— Transaction between certain affiliated groups and companies

i


http://www.safersys.org/

SIONSFROVIERe

RECEIPTS

———————
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~+ Code of Virginia §58.1-3732 A -

-~ = EXxclusions are not included in gross
receipts

= Amounts not derived from the exercise of -
the licensed privilege 858.1-3732 A

= Most common exclusions: |
ﬂ-ax collection and remittance. to. proper, ~d

e ——
L

— Return of Capital or loan principal




fer Gross Racalol

— Deductlonswe not exclusmns as they are

‘_‘—

deducted from gross receipts that would
otherwise be taxable

Code of Virginia 858.1-3732 B 1
= Amounts paid for computer. hardware or

are sold to the U.S. or state..... —
ed 1 holding and™

contractual requirements are met




Dacductons irorn Gro

e ——

~ Code of Virginia: 858.1-3732 B 2
- =“Receipts-attributable to a business conducted
IN another state or foreign country in which the
taxpayer Is liable for an iIncome or other tax
pased upon income, whether a tax is actually
paid or not.

= Recent developments- TAX has ISsued
numerous rulings PD 10-228, PD 10-229,

PD 15-170...

ﬁﬁ‘lZ-S& PD 12-89, PD 14-
= | ocal co emec
en company Vs Arlingten Ceunty.

ave ruled



= Int’erest fromChechngAccount’?

T —

= Bad debt previously written off that became
collectible?

= Sale of Capital Asset? -
= Sales tax collected?
Loe y Ticket Sales?-PD 97-118 —

ICESHO/IMOBNIESHONNE aderal *-

]




~ = Once there is situs and a definite place of business the
~_tax rate depends on the business activity

= Major Classifications for BPOL are:
— Contractor
— Retall Sales —
— Wholesale Sales

— Services
= Financial
Real Estate.

P arsone
= Business
= QOther Services




V|"'rg|"n a_C‘_cFe§58“1 37-14 deflnes contractor—a person e
_E__JVJ’JO accepts contracts to perform or performs or engages
others to perform work this type of work

Examples:

— Doing any work on or in any building or structure, requiring the use of paint, stone, brick, mortar,
wood, cement, structural iron or steel, sheet iron, galvanized iron, metallic piping, tin, lead; or
other metal or any other building material;

— contracts to do any paving, curbing or other work on sidewalks, streets, alleys, or highways, or
public or private property, using asphalt, brick, stone, cement, concrete, wood or any
composition; .

— tract to excavate earth, rock, or other material for foundation or any other purpose or for e
ting, timming or maintaining rlghts -of-way;
ntracts for.doeinganyworkyon. any, building orpremiSeEsinVelving the erecting; |

Itering, repainngEseVIGInGRoTaniaining EIECiCWINNG UEVices or appliances permanently
r*onn.-;r*,g,] [EYSUCHAWINNG; OF the erecting, repairing or maintaining of lines for. the transmission or
[Stribution of electric light and power; or -

— The business of plumbing and steam fitting.
— Accept an order or contract to construct any sewer of stone, brick, terra cotta or other material;




_Sp_efléﬂ_'ﬁfﬁ'_ S provision for.contractors s =
= §56.1-3715-When a contractor derives gross receipts in excess of $25,000 in a
locality and does not maintain a definite place of business the locality may still

require the BPOL tax.

= If a contractor maintains a definite place of business in a Virginia locality the —
contractor may deduct the amount of business done in another locality where it
IS subject to BPOL per 858.1-3715

= There is NO statutory authority to assess license taxes on gross receipts when ‘

ntractor has a definite place of busmess in & Iocallty eygufﬁ%‘
| . lis struction'vs City of
_.\ - '

e

E

= There is never a double taxation of gross receipts. The maximum rate for
contractors is sixteen cents per $100 of gross receipts per 858.1-3706



~ = Person who subdivides and improves real _
- estate?
= Subdivision of land into lots without more?
= |nstall water or sewer systems?

= Acting as own contractor to build orimprove
building in which intend to occupy?

ﬁganmg merchandise that reguires openings ..~

wall fo )lumbi ——

merchandise where
openlngs and wirings previously done?




- -_"S"ITﬁg a pr’éTébficae uilding or structure?
~ =" Companies who have a Class A or B

contractors license issued by the VVa Board of
Contractors?

= Doing major overhaul or repair of aircraft
carriers? PD 07-179

= Build and install custom kitchen cabinets?

S>ellifloor coverings.and Inst part offsale? s
%&Gﬂm llfactors :

= Install floor coverings?

E



= Retail Séle IS—the sale of goods wares and

—-merchandlse for use or consumption by the
purchaser who Is the end user.

= Gross receipts are attributed to the definite place
of business where the sales solicitation occurs. IF
the sales solicitation does not occur at a definite
place of business in a locality then the gross
receipts are sitused to where the sales solicitation
ﬂivmes are initiated, directedjor controlledms

atererretall IS twenty cents
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= \Wholesale salesis the sale of good, wares and
erchandise for resale py the purchaser, including sales

= when the goods will be incorporated into goods for sale.
The purchaser is not the end user as it Is In a retail sale.

= Sales to Institutional, commercial, industrial and
government users which because of the facts and
circumstances surrounding the sale, such asthe
guantity, price or other terms indicate they are
wholesale.

= |nstead of gross receipts most wholesalers are assessed
%gross purchases and generally:the maX|mum.r@jt7ef,§_"
Cents per; efigress pu ‘per 858.1-3716:
ﬂ@e-a alities that are_grandfathered to
Sess a BPOL tax on gross recelpts.

e——— =




= o

= = Situs for a wholesaler in which the BPOL is
~ based on purchases is the definite place of
business where the goods are physically.

delivered to customers or at the shipping
point to customers.

2[D:1:5-159, Tax ruling on wholesale and E
. R ———
ngs to Srwhenting to determine
e sales Is wholesale

el




Niaelesaleeigetalltiines

CJ.rJ.)J.JF‘f

e m—— = i i T I =

= Char acterlstlcs of- the purchaser and the
= purchasers use of the merchandise.

= Does the purchaser use the merchandise In their
oroductive process? PD 98-160 & PD 02-59

= Productive process includes assembly,

manufacturing , processing or similar operations.
Also includes the creation of goods and services
.produce wealth and value ane

ﬂaﬂ& lfodereroperation whereby
esult or effect Is produced

=
DO CESS M




= Are the sales made to: government and
Industrial entities consumed by such entities
for business needs as supplies or

equipment?

>rice and quantity are alsothings 10w
I D15-159 states it

one of the lesser things to consider




= Sale is to the end'user and for personal
e ——

use?

= Merchandise sold to contractor who uses
the item for their residential or commercial
customers?

o [ E— et
R'Bt?‘allty purchases 100 co ute__rs_f.o[,___
f d In their daily
ctivities? -
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- Serwces IS Cléflﬂé'd as offerlng for sale a

‘_——-

product which does not have physical
characteristics , or which Is not goods,
wares or merchandise For BPOL the types
of services are the following:

~inancialyReal Estate and Professional

-—L—‘“
mme -

el




— Kny_persen rendering a sen/Jcej;()l_corflé-e_ns-ation In the form of a credit :agency, an investment
company, a _broke_r or degler In securities and _commodltlc_-:-_s, or a sec_urlty or commodity. exchange IS

~  providing afinancial'service, unless such service is specifically provided for under another section of
the BPOL Regulations. For purposes of this classification, the term:

1. "Broker" means an agent of a buyer or a seller who buys or sells stocks, bonds, commodities, or
services, usually on a commission basis.

= 2. "Commodity" means staples such as wool, cotton, etc. that are traded ona commodity exchange
and on which there is trading in futures.

= 3. "Dealer" means any person engaged in the business of buying and selling securities for his own
account, but does not include a bank, or any person insofar.as he buys or. sells securities for his own
account, either individually or in some fiduciary capacity, but not as part of a regular business.

rV|ce prowders IS fifty eight cents per $100 of gross receipts per 358.1-3706

shall have the same meanlng as in the Securjtles Act § 13.1-501 et seg,0f.the Code of; "
’ ntu?u.

——
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Ul OEINVICE

EXETIPIES

pEVide

)

--——_-__-_._.. -
—l-l‘---.-_-- = —
T——

—

el

I ﬁe Tollowmg although prowdmg a financia
- senviceis-exempt:

= Banks and trust companies subject to the
Virginia bank franchise tax are exempt from
local license tax by Code of Virginia.858.1-
1202, except as to sales of tangible personal
property;
ﬁ_ﬁwmgs Institutions and state;chartered,credi
1)

W.ﬁmaﬂ@\se tax of $5
Irginias 58.1-3730:Virginia; and

= Federal credit unions are exempt under the
Federal Credit Union Act, 12 USC § 17/68.




- Deflned as any persen renderlng A service for

* compensation as lessor, buyer, seller, agent, or
broker Is providing a real estate service unless
the service Is specifically provided for under
another section of the BPOL Regulations.

= EXAMPLES: Appraisers of real estate, real
tate,.agents & brokers, lessors of real estate.....

he m;mwe service
sty eight cents per. $1.00 of gross

receipts per 858.1-3706
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- & Codeof Virginia § 58.1-3732.2 Gross receipts of real estate brokers for license

- tax purposes under Chapter 37 of this title shall not include amounts received

—_by.any. broker.that arise from real estate sales transactions to the extent that
such amounts are paid to a real estate agent as a commission on any real
estate sales transaction and the agent is subject to the business license tax on
such receipts. The broker clalmlnﬁ the exclusion shall identify on its license
application each agent to whom the excluded receipts have been paid, and the
urisdiction in the Commonwealth of Virginia to which the agent is subject to

usiness license taxes.

= |n the event that a real estate agent receives the full' commission from the
broker less an adjustment for the business license tax paid by the broker on
such commissions and the agent pays a desk fee to the broker, the desk fee

and other overhead costs paid by the agent to a broker shall not be included in

oKer's grass receipts. If the agent files separately, the agent. must identi

its license. application the broker to whom st cluded receib‘f's‘l‘lav_eta%-
S ed'inthe broker's license

id; and the am cei
= |n order for the broker to exclude the amounts the broker must have paid the
tax on the license and not the fee.

=




= Occlpation in which a professed knowledge of: some
- _department of science or learning gained by prolonged course of
Specialized instruction and used to guide, teach or advise

othli:_“s,. It implies a professed knowledge as distinguished from
a skill.

= The guidelines give an encompassing list and also titles listed In
the U.S Department of Labor’s Dictionary of Occupational titles.

= http://www.oall.dol.gov/libdot.htm
= Practitioners of the healing arts (the arts and sciences dealing

el

ith,the prevention, diagnosis, treatment and cure or alleviation,...=
Uman physical or mental ailments tions, diseases;pPaiL.

firmities

I'rate for professional service providers is fifty eight
cents per $100 of gross receipts per 858.1-3706


http://www.oalj.dol.gov/libdot.htm

= Attorney
= Doctor
= | icensed Nurse Practitioners —PD 03-18

= Engineers PD 15-68 gives guidance as

R adndt =
me job e this te b T ——
A or example computer

engineer. -




—

~ = Business that are not classified as financial, real

~ estate or professional.

= The maximum rate for personal service providers
IS thirty six cents per $100 of gross receipts per -
§58.1-3706
— Bookkeeper ,
wnbroker - —
-—-*
ese au" -

—Repair shops that sell parts as part ofithe service

— g




== Staﬁlng flrm that-pr{;wdes med|cal personnel Personal
- service PDr05-119 look to business for classification not
employees

= Registered Nurses PD 03-18
= Computer Engineer PD 15-68
= Consulting-will depend on the nature of the service

provided

@hat does bookkeeping and taxes




= :

LS for Sarvice Provicars

—

e : : — - a—— — — -_ y -
= (Gross receipts from-perfermance of services are attributed to:

==

-~ = Place'where-the services are performed if at a definite place of
business

— If not performed if a definite place of business than where services
are directed and controlled

— Example: outside auditor performs year end at clients for two weeks
of the year- no definite place of business goes back to where
directed and controlled from :

2[D115-174 confirms that a customer lecation can be a definite -
ace ofibusi

e—

'~

= Definite place of business fist where the services are performed if not then look
at where directed and controlled



- = Complex usinésswr?ay— have multiple streams of

F

revenue
= Does the activity constitute a separate business
= Not ancillary — the activity must stand.alone -

= Does the business separately account for gross

receipts for each activity -
ﬁsntaQEﬁ@w% receiptstoito tal gross




. Ma_n_ufacturers are exempt from BPOL perEBd_ iia'
= 858.1-3703("C) (4) on a manufacturer for the privilege of
manufacturing and selling goods, wares and merchandise

at wholesale at the place of manufacturer.

= However, the Code of Virginia does not give definition of
manufacturer. The Supreme Court has ruled there are 3
components:

"‘Raw oreriginal material
P —

g preduct that is different in character from the original
material

TS




— = The City of Hampton nas a separate appllcatlon
“ for manufacturers that is a two part process.

= Part |- Description of activities in Hampton and
outside of Hampton. A detail description of the -

raw materials used and the process:to transform
the materials

I- employees, capital investr ent,.faeilityiﬂip-:"
tiwerapplications are received we do an

INspection of the facility




- Code of Vlrglrrra §58 1-3903 aIIows the

~ Commissioner of the Revenue to assess omitted
local taxes for the current year and the three
preceding tax year. Tax years 2015, 2014, 2013, .
2012 currently In statue to audit

= Code of Virginia 858.1-3703.1 A(4) (b) If there Is

ﬁa'ud or failure to apply for alicense thglp@_‘i

SSeSS0 Sforathelclirent license year:
€ SIX preceding license years




e

= The Code of Virginia §58.1-3703.1 A 2
relates to penalty on interest and penalty
= |nterest can be as high as 10% on additional
assessments

= Penalty can be for late filing or late payment

m:[ampt—on we do not curi
ﬂﬁﬁl Verinterest on audrt

We are revisiting that currently.

el




« Code of Virginia §58.1-3703.1 LA 5)

" Provides taxpayers with an option for problem
resolution, without incurring the costly time and
expense that can be associated with legal
proceedings.

= Certain criteria need to be meet:
ealabl

: assessment resulting from a review
of taxpayer records

= Time deadlines to appeal assessment

s

ease | sment, denial



e

i eadllnes—t6=afp=peal—

i Vlrglnla Code § 58.1-3703.1 A5Db

= One year from last day of tax year of assessment

or within one year from date of appealable event
whichever Is later.

| g




B ONSICEAUDIN

S

= AUditis the process of accumulating
~and'evaluating financial records and
other evidence in order to determine

conformity with the applicable state
and local tax laws.

a |tS-tG“-

udits are compliance
SES . Analyze

reasonableness.



AUDITS CAN BE

— ; ~ Desk Audits
~ = Done at.office
o Compare internal documents-

* business license and excise filings
 building permits to business license

» Compare external documents-
s compare sales tax reporting to business license
* request tax returns from Department of Taxation to compare to business license
* reguest subcontractor listings from large contractors in locality

» review social media for certain taxes- admission charges "'I

y — . —
graeskatditrermate

e- at taxpayers facility or CPA office.to review records

» Have accessibility to all documents of business g
» Enables communication with the taxpayer

» Yields greater benefits and accuracy of audit



Wrigre o beg]n

———

To expedlte the—audit'and to. be more efficient
-:sﬁh‘e*dum‘app'omtment In advance at location and
request the following:

e Date and time of audit
* Records that need to be available for inspection

fmsmes&ewners presence to.answer guestions --l
1159 !axpayers time to respond terensure date and

records are available




~ Address Classification Issues: —
~ Tour the facility
e ESsential to ensure complete understanding of

business operations-may have multiple lines of
business operations to consider -

* Manufacturers- assist in determining where the
manufacturing process begins and ends

eterminge,If.the business Is manufacturing or il
ed on the OpEralt "'-‘

e

\/ holesale’>
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Senefits of Fleld

-~ Business License/Excise Tax =S
——

Field Audits enable auditor to gather additional
iInformation

Observe customer payments- cash or credit ?

Cash registers- how many?
Test cash registers for accurate excise tax charged

Review, Z tapes to ensure all sales are being reported-no sales
oI voided sales —

freported gross receipts?. —

Review source documents-invoices, bank statements and detail financial -
records

Rapport with taxpayers



Qlossing Tnougnis

.

. BPOL contlﬁUEsTO be a hot toplc beforeour
General Assembly with desire of many
businesses to abolish the BPOL tax

= Many businesses are opposed to a'tax
based on gross receipts

@L IS'a'major source ofilocal re)@{lus—"‘
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