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TITLE 23. TAXATION

DEPARTMENT OF TAXATION

Fast-Track Regulation

Title of Regulation:  23 VAC 10-350. Forest Products Tax Regulations TC "23 VAC 10-350. Forest Products Tax Regulations (Fast-Track)" \f C \l "1"  (repealing 23 VAC 10-350-50, 23 VAC 10-350-60, 23 VAC 10-350-90 and 23 VAC 10-350-100).

Statutory Authority:  § 58.1-203 of the Code of Virginia.
Public Hearing Date:  N/A -- Public comments may be submitted until 5 p.m. on January 26, 2007.
(See Calendar of Events section

for additional information)

Effective Date:  February 10, 2007.
Agency Contact:  Mark Haskins, Director, Policy Development, Department of Taxation, 600 East Main Street, Richmond, VA 23219, telephone (804) 371-2296, FAX (804) 371-2355, or email mark.haskins@tax.virginia.gov.
Basis:  Section 58.1-203 of the Code of Virginia provides that the "Tax Commissioner shall have the power to issue regulations relating to the interpretation and enforcement of the laws of this Commonwealth governing taxes administered by the Department."  The authority for the current regulatory action is discretionary.
Purpose:  As the result of a comprehensive review of all of its regulations, the department has identified numerous regulations that have been made obsolete by changes in state or federal law.  As these regulations are obsolete, they are being repealed.  As these regulations are obsolete, their repeal will have no effect on the health, safety and welfare of citizens.  Repeal of these regulations does not reflect a change in existing departmental policy.
Rationale for Using Fast-Track Process:  As the regulations being repealed are obsolete, their repeal is not expected to be controversial.
Substance:  This regulatory action will repeal four Forest Products Tax Regulations that are obsolete due to a statutory change.
Issues:  This regulatory action will ease voluntary taxpayer compliance and the department’s administration of the state tax laws by eliminating obsolete regulations that do not reflect the current law.  As these regulations are obsolete their repeal will result in no disadvantages to the public or the Commonwealth.
Department of Planning and Budget's Economic Impact Analysis:  

Summary of the Proposed Amendments to Regulation.  The Department of Taxation (TAX) proposes to repeal 23 VAC 10-350-50, 23 VAC 10-350-60, 23 VAC 10-350-90, and 23 VAC 10-350-100 of the Forest Product Tax Regulations (23 VAC 10-350). These sections do not address changes in the statutes and have been obsolete. 

Result of Analysis.  The proposed repeals are not likely to have any significant impact
Estimated Economic Impact.  TAX proposes to repeal 23 VAC 10-350-50, 23 VAC 10-350-60, 23 VAC 10-350-90, and 23 VAC 10-350-100 of the existing Forest Product Tax Regulations (23 VAC 10-350) that do not address the previous statutory changes.

House Bill 657 passed by the 1998 General Assembly provided an alternative method of paying the forest products tax based on weight. Previously, the tax was based on various volume measurements, such as board footage, cords, number of pieces, bundle size, etc. 23 VAC 10-350-50 and 23 VAC 10-350-60 of the existing Forest Product Tax Regulations (23 VAC 10-350) do not address this alternative method, rendering these sections obsolete. 

House Bill 657 passed by the 1998 General Assembly also changed the method used by the State Forester in determining the revenues to be collected from the tax each biennium from an estimate of future revenues to the actual past revenues collected. At the election of the taxpayer, the amounts credited to the Reforestation of Timberlands State Fund may be based on weight.  23 VAC 10-350-90 and 23 VAC 10-350-100 of the existing Forest Product Tax Regulations (23 VAC 10-350) do not address these changes and have been obsolete. 

Repeals of these obsolete regulations do not reflect a change in existing TAX policy and will likely not have any significant impact. 

Businesses and Entities Affected.  The proposed repeal of these regulations will not significantly affect businesses and entities.

Localities Particularly Affected.  No localities are particularly affected.

Projected Impact on Employment.  The proposed repeal of these regulations will not affect employment.

Effects on the Use and Value of Private Property.  The proposed repeal of these regulations will not significantly affect the use and value of private property.

Small Businesses: Costs and Other Effects.  The proposed repeal of these regulations will not significantly affect small businesses.
Small Businesses: Alternative Method that Minimizes Adverse Impact.  The proposed repeal of these regulations will not significantly affect small businesses.
Legal mandate.  The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with § 2.2-4007 H of the Administrative Process Act and Executive Order Number 21 (02).  Section 2.2-4007 H requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  Further, if the proposed regulation has an adverse effect on small businesses, § 2.2-4007 H requires that such economic impact analyses include (i) an identification and estimate of the number of small businesses subject to the regulation; (ii) the projected reporting, recordkeeping, and other administrative costs required for small businesses to comply with the regulation, including the type of professional skills necessary for preparing required reports and other documents; (iii) a statement of the probable effect of the regulation on affected small businesses; and (iv) a description of any less intrusive or less costly alternative methods of achieving the purpose of the regulation.  The analysis presented above represents DPB’s best estimate of these economic impacts.
Agency's Response to the Department of Planning and Budget's Economic Impact Analysis:  The agency agrees with the Department of Planning and Budget’s economic impact analysis.

Summary:

As the result of a comprehensive review of all of its regulations, the department has identified numerous regulations that were made obsolete by changes in state or federal law.  Chapter 420 of the 1998 Acts of Assembly provided alternative methods for the computation of the Forest Products Tax. As these regulations are obsolete, they are being repealed.  Repeal of these regulations does not reflect a change in existing departmental policy. 

23 VAC 10-350-50 and 23 VAC 10-350-60 do not address an alternative method for computing the Forest Products Tax authorized by Chapter 420, rendering the existing regulations obsolete.

23 VAC 10-350-90 and 23 VAC 10-350-100 are silent regarding a modified standard, created by Chapter 420, for calculating the General Fund appropriation for reforestation, from estimated tax collections to actual tax collections, rendering the existing regulations obsolete.

23 VAC 10-350-50. Tax rates. (Repealed.)
A. Generally. The rates herein set forth are effective July 1, 1984, and shall continue, unless subsequently amended, until July 1, 1990. 

B. Tax rates. The statutory classifications of forest products and the tax rates imposed thereon are set forth below: 

                 Kind of Products                 Tax Rates        
 1.   Lumber in various sizes,               a.  Pine--$1.15 per       
      and forms including                      1000 feet board       
      railroad switch ties,                       measure               
      bridge timber and:                                                      
      dimension stock                            b.  Hardwood, cypress,
                                                            and other species--   
                                                            22 1/2¢ per 1000 
                                                            feet board measure   
 2.   Logs:                                                                   
      Note: Applicable only to                a.  Pine--$1.15 per
      timber sold as logs and not             1000 feet log         
      converted into lumber                     scale, Inter-         
      or other products in this state          national 1/4          
                                                       Kerf Rule             
                                                       b. Other Species--    
                                                       22 1/2¢ per      
                                                       1000 feet log         
                                                       scale, international  
                                                       1/4  Kerf Rule        
                                                                       
 3.   Veneer Logs:                           a.  Pine--$1.15 per       
                                                        1000 board feet       
                                                        log scale, Inter-     
                                                        national 1/4          
                                                        Kerf Rule             
                                                        b. Other Species--       
                                                        22 1/2¢ per 1000 
                                                        board feet log scale, 
                                                        International 1/4     
                                                        Kerf Rule             
4. Pulpwood, excelsior wood,        a. Pine--47 1/2¢

chemical wood, wood, bolts and    per standard cord

billets, fuel wood, and other

other products customarily sold by the cord: of 128 cubic feet
      cord:                                      b. Other Species--11 1/4¢ 
                                                     per standard          
                                                     cord of 128 cubic     
                                                     feet                  
                                                                     
5. Chips manufactured from        a.  Pine--0.986¢ per
round wood and customarily        100 lbs

sold by the pound:
                                                    b.  Other Species--       
                                                    0.234¢ per 100 lbs.       
 6.   Railroad crossties                 a.  Pine--3.8¢ per   
                                                     piece                 
                                                    b.  Other Species--1¢
                                                    per piece             
7. Posts, and mine ties, mine props,     a. Pine-4'length or
round mine collars and other types       less, 38¢ per    
of timber used in connection with          100 pieces            
mining and ordinarily sold by the :        b. Other Species--4' 
piece                                                       length or less, 9¢
                                                                per 100 pieces 
                                                        c.  Pine--over 4' but not 
                                                        over 8', 61 3/4¢ 
                                                        per 100 pieces        
                                                        d.  Other Species--over   
                                                        4' but not over 8',   
                                                        14 1/4¢ per 100  
                                                        pieces                
                                                        e.  Pine--over 8', 76¢
                                                        per 100 pieces        
                                                        f.  Other Species--over   
                                                        8', 18¢ per 100  
                                                        pieces                
Taxpayer may elect to pay             g. Pine--$1.045 per
taxes on products in this item         
as follows:                                       1000 lineal ft.
                                                         h.  Other Species--       
                                                         24 3/4¢ per 1000 
                                                        lineal ft.            
 8.   Piling and poles of all types:   2.31% invoice value
                                                       f.o.b. loading point    
 9.   Keg staves:                              a.  Pine--3.8¢ per   
                                                       standard 400 inch bundle
                                                       b.  Other Species--       
                                                       1 1/2¢ per standard
                                                       400 inch bundle       
      Keg heads:                            c.  Pine--11 1/2¢ per
                                                    100 heads             
                                                    d.  Other Species--       
                                                    4 1/2¢ per 100 heads   
      Tight cooperage:                   e.  4 1/2¢ per       
                                                    100 staves            
      Tight cooperage:                       f.  9¢ per 100 heads 
10. Any other type of forest           The Tax Commissioner
products not above enumerated:     shall determine a fair
                                                         unit tax rate, based on   
                                                        the cubic foot wood       
                                                        volume relationship       
                                                        between the product and   
                                                        the cubic foot volume     
                                                        of 1000 feet board        
                                                        measure of pine when      
                                                        the product is pine or    
                                                        on the unit rate of       
                                                      hardwood lumber when      
                                                       the product is a          
                                                       species other than        
                                                       pine.                     
11. Annual tax for small  of           a. 300,000 to 500,000
manufacturers of rough lumber:     board feet--$460.     
                                                         b. less than 300,000     

                                                         board feet--$230.     

Note: The above alternative rates are applicable only in the event that the General Assembly fails to appropriate Forest Products Tax revenue for reforestation of pine timberland activity. In such event, notification of applicable rates will be provided by the Department of Taxation. 
23 VAC 10-350-60. Alternative for rates. (Repealed.)
A. Generally. The contingent alternative rates are set out for information purposes only. In the event the General Assembly fails to appropriate from the state's general fund an amount which at least equals the revenue estimated to be collected from the pine reforestation program, the alternative rates shall be imposed in lieu of the tax rates in 23VAC10-350-50. 

B. Alternative rates. (For information purposes only) 
             Kind of Products                        Tax Rates         
 :                                             b.  Hardwood, cypress, and 
                                                other species--22 1/2¢ 
                                                per 1000 feet          
                                                board measure          

 2. Logs:                                 a. Pine--15¢ per 1000     
      Note: Applicable only to timber         feet log scale,        
      sold as logs and not converted            International 1/4     
      into lumber or other products             Kerf Rule              
      in this state.                                                   

                                                b. Other species--22 1/2¢ 
                                                per 1000 feet          
                                                log scale,             
                                                International 1/4     
                                                Kerf Rule              

 3. Veneer Logs:                   a. Pine--15¢ per 1000     
                                                board feet log scale,  
                                                International 1/4     
                                                Kerf Rule              

                                                b. Other Species--22 1/2¢ 
                                                per 1000 board         
                                                feet log scale,        
                                                International 1/4     
                                                Kerf Rule              

 4. Pulpwood, excelsior wood,            a. Pine--7 1/2¢ per  
      chemical wood, bolts and              standard cord of 128
      billets, fuel wood, and                   cubic feet             
      other products customarily                                       
      sold by the cord:      

                                                      b. Other species--11 1/4¢ 
                                                      per standard           
                                                      cord of 128 cubic feet 

 5. Chips manufactured from round   a. Pine--0.156¢ per  
      wood and customarily sold by     100 lbs.               
      the pound:                            b. Other Species--0.234¢  
                                                   per 100 lbs.           

 6. Railroad crossties:             a. Pine-- 1/2¢ per piece  

                                                b. Other Species--1¢  
                                                per piece              

 7.   Posts, and mine ties, mine props,      a.  Pine--4' length or
      round mine collars and other types     less, 6¢ per 100 
      of timber used in connection with      pieces                 
      mining and ordinarily sold by the                                
      piece:                                 b. Other Species--4'  
                                                length or less, 9¢     
                                                per 100 pieces         

                                                c. Pine--over 4' but not  
                                                over 8', 9 3/4¢        
                                                per 100 pieces         

                                                d. Other Species--over 4' 
                                                but not over 8',       
                                               14 1/4¢ per 100        
                                                pieces                 

                                                e. Pine--over 8', 12¢     
                                                per 100 pieces         

                                                f. Other Species--over 8',
                                                18¢ per 100            
                                                pieces                 
      Taxpayer may elect to pass taxes     g. Pine--16 1/2¢ per
      on products in this item as follows:  1000 lineal ft.        

                                                h. Other Species--24 3/4¢ 
                                                per 1000 lineal        
                                                ft.                    
 8. Piling and poles of all types:    286% invoice value        
                                                      f.o.b. loading point       

 9. Keg staves:                         a. Pine--1 1/2¢ per       
                                                standard 400 inch      
                                                bundle                 

                                                b. Other Species--1 1/2¢  
                                                per standard 400       
                                                inch bundle            

      Keg heads:                        c.  Pine--4 1/2¢ per       
                                                100 heads              

                                               d. Other Species--4 1/2¢  
                                               per 100 heads          

      Tight cooperage:              e. 4 1/2¢ per 100         
                                                staves                 

      Tight cooperage:              f. 9¢ per 100 heads       

10. Any other type of forest             The Tax Commissioner
products not above enumerated:       shall determine a fair 
                                                           unit tax rate, based
                                                           on the cubic foot wood
                                                           volume relationship
                                                           between the product and
                                                           the cubic foot volume of
                                                          1000 feet board measure
                                                          of pine lumber when the
                                                          product is pine or on the 
                                                          unit rate of hardwood      
                                                          lumber when the product
                                                          is a species other than    
                                                           pine.       

11. Annual tax for small                  a. 300,000 to 500,000
  manufacturers of rough lumber     board feet--$60.    

                                                         b. less than 300,000      
                                                         board feet--$30.

Note: The above alternative rates are applicable only in the event that the General Assembly fails to appropriate Forest Products Tax revenue for reforestation of pine timberland activity. In such event, notification of applicable rates will be provided by the Department of Taxation. 

23 VAC 10-350-90. Payment, collection and disposition of tax. (Repealed.)
A. Generally. The tax imposed upon forest products is payable to the Department of Taxation by the manufacturer or shipper as defined by 23 VAC 10-350-20. The tax is payable quarterly except by a manufacturer or severer who qualifies and elects to pay an annual tax under the alternative provisions of 23 VAC 10-350-70.
B. Disposition of tax. The tax collected by the Department of Taxation shall be paid into the State Treasury and the specific amounts as listed below for pine shall be credited to a special fund titled "Reforestation of Timberlands State Fund," and shall be used for reforesting the privately owned pine timberlands of the state. The remainder of the tax as regulated in 23 VAC 10-350-50 shall be credited by the Comptroller to the "Protection and Development of Forest Resources of the State Fund." Taxes credited as special revenues for protection and development of forest resources shall be used for the purpose of raising, planting and propagating seedling trees, both hardwood and softwood. In addition, the protection and development funds will be used for forest fire protection, forestry education of the public in the use of forest harvesting methods, and rendering forestry service to the timber landowners of the state. 

The proceeds of the tax imposed by § 58.1-602 of the Code of Virginia which are used in pine reforestation of timberlands are as follows: 

Kind of Pine Products                   Tax Rates          

Pine lumber                                   $1.00 per 1000 feet board 

                                                       measure                      

Pine Logs                                  $1.00 per 1000 board feet,   

NOTE: Applicable only to the timber International 1/4 Kerf Rule

sold as logs and not converted into                               

lumber or other products in this                                  

state.                                                            

Pine veneer logs              $1.00 per 1000 board feet    

                                        scale, International 1/4    

                                        Kerf Rule.                   

Pine pulpwood, excelsior wood,     40¢ per standard cord
chemical wood, bolts or billets,     of 128 cubic feet            

fuel wood, and other products                                     

customarily sold by the cord.                                     

Pine chips manufactured from         .83¢ per 100 pounds      
round wood and customarily                                        

sold by the pound.                                                

Pine railroad crossties                 3.3¢ per piece               

Pine posts, and mine ties, mine      4' length or less, 32¢       

props, round mine collars and other per 100 pieces, over 4' but
types of timber used in connection not over 8', 52¢ per 100 

with mining and ordinarily sold      pieces, over 8, 64¢ per     

by the piece                          100 pieces or 88¢ per        

                                             1000 lineal feet             

Pine piling and poles           2.02% invoice value f.o.b.   

                                             loading out point            

Pine keg staves                    3.3¢ per standard 400        

                                             inch bundle                  

Pine keg heads                     10¢ per 100 heads            

Any other type of pine forest        A proportionate amount    

products not above enumerated:     between tax paid per item

as in 23VAC10-350-50 and  the rate per item above.     

23 VAC 10-350-100. Alternative payment, collection and disposition of tax. (Repealed.) 

A. Generally. The alternative tax imposed upon forest products is payable to the Department of Taxation in the same manner as the tax regulated in 23 VAC 10-350-90. 

B. Disposition of alternative tax. The tax collected by the Department of Taxation shall be paid into the State Treasury and credited to a special fund titled "Protection and Development of Forest Resources of the State Fund." Taxes credited as special revenues for protection and development of forest revenues will be used for the purpose of raising, planting, and propagating seedling trees, both hardwood and softwood. In addition, the protection and development funds will be used for forest fire protection, forestry education of the public in the use of forest harvesting methods, and rendering forestry service to timber landowners by the state. 
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