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Regulations

TITLE 23. TAXATION
DEPARTMENT OF TAXATION 

Final Regulation

REGISTRAR'S NOTICE: The Department of Taxation is claiming an exemption from the Administrative Process Act in accordance with (i) §2.2-4006 A 4 a of the Code of Virginia, which excludes regulations that are necessary to conform to changes in Virginia statutory law where no agency discretion is involved, and (ii) §2.2-4006 A 3 of the Code of Virginia, which excludes regulations that consist only of changes in style or form or corrections of technical errors.  The Department of Taxation will receive, consider and respond to petitions by any interested person at any time with respect to reconsideration or revision.

Title of Regulation: 23VAC10-210. Retail Sales and Use Tax TC "23VAC10-210. Retail Sales and Use Tax (Final)" \f C \l "1"  (amending 23VAC10-210-485). 
Statutory Authority: §58.1-203 of the Code of Virginia.

Agency Contact: Andrea M. Muse, Tax Policy Analyst, Department of Taxation, P.O. Box 27185, Richmond, VA 23261-7185, telephone (804) 371-2336, FAX (804) 371-2355, or email andrea.muse@tax.virginia.gov.

Summary:
This regulatory action will amend the Sales and Use Tax Dealer Discount regulation to reflect statutory changes in the Retail Sales and Use Tax and Vending Machine Tax Rates.
Legislation enacted by the 2004 General Assembly (2004 Acts of Assembly, Special Session I, Chapter 3) increased the sales tax rate from 4.5% to 5.0%. The regulation is being revised to reflect this legislative change.
23VAC10-210-485. Dealer's compensation or discount. 

A. Generally. As compensation for accounting for and paying the state tax, a dealer is allowed a discount of 2.0%, 3.0%, or 4.0%, depending on the volume of monthly taxable sales, of the first 3.0% of the state tax due in the form of a deduction, provided the amount due was not delinquent at the time of payment. No compensation is allowed on the additional 0.5% remainder of the state sales tax levied effective January 1, 1987, or on the local tax. Dealers must compute the discount without regard to the number of certificates of registration that they hold (see subsection C below). 

To compute the dealer's discount, a dealer (other than a vending machine dealer) would multiply the 3.5% 4.0% state tax listed on his return by: 

1. 3.43% (or .0343) 3.0% (or .03) if monthly taxable sales are less than $62,501; or 

2. 2.57% (or .0257) 2.25% (or .0225) if monthly sales are at least $62,501 but are less than $208,001; or 

3. 1.71% (or .0171) 1.5% (or .015) if monthly taxable sales equal or exceed $208,001. 

Examples: 

Dealer A who makes taxable sales of $10,000 during the month would report state and local tax of $450 $500 ($350 $400 state tax and $100 local tax), from which he would retain a dealer's discount of $12.01 $12, provided that his return is timely filed and the state and local tax is timely paid. The $12.01 $12 discount is computed by multiplying the 3.5% 4.0% state tax ($350 $400) by 3.43% 3.0% since the dealer's monthly taxable sales volume is less than $62,501. 

Dealer B who makes taxable sales of $250,000 during the month would report state and local tax of $11,250 $12,500 ($8,750 $10,000 state tax and $2,500 local tax), from which he would retain a dealer's discount of $149.63 $150, provided that his return is timely filed and the state and local tax is timely paid. The $149.63 $150 discount is computed by multiplying the 3.5% 4.0% state tax ($8,750 $10,000) by 1.71% 1.5% since the dealer's monthly taxable sales volume is greater than $208,001. 

B. Vending machine sales. In the case of a vending machine dealer who pays combined state and local tax at the rate of 5.5% 6.0% on his wholesale purchases for resale, the dealer's discount would be computed by multiplying the 4.5% 5.0% state tax listed on his return by: 

1. 3.56% (or .0356) 3.2% (or .032) if monthly taxable sales are less than $62,501; or 

2. 2.67% (or .0267) 2.4% (or .024) if monthly taxable sales are at least $62,501 but are less than $208,001; or 

3. 1.78% (or .0178) 1.6% (or .016) if monthly taxable sales equal or exceed $208,001. 

Examples: 

Vending machine dealer A with $15,000 in wholesale purchases for resale during the month would report state and local tax of $825 $900 ($675 $750 state tax and $150 local tax), from which he would retain a dealer's discount of $24.03 $24, provided that his return is timely filed and the state and local tax is timely paid. The $24.03 $24 discount is computed by multiplying the 4.5% 5.0% state tax ($675 $750) by 3.56% 3.2% since the dealer's monthly taxable sales volume is less than $62,501. 

Vending machine dealer B with $200,000 in wholesale purchases for resale during the month would report state and local tax of $11,000 $12,000 ($9,000 $10,000 state tax and $2,000 local tax), from which he would retain a dealer's discount of $240.30 $240, provided that his return is timely filed and the state and local tax is timely paid. The $240.30 $240 discount is computed by multiplying the 4.5% 5.0% state tax ($9,000 $10,000) by 2.67% 2.4% since the dealer's monthly taxable sales volume is at least $62,50l $62,501 but is less than $208,001. 

C. Multiple registrations. Dealers holding two or more certificates of registration must compute the dealer's discount based upon taxable sales from all business locations. This requirement applies to dealers filing consolidated returns and those filing separate returns for each business location. 

Example: 

Dealer C holds separate certificates of registration for five business locations. Each location has monthly taxable sales of less than $62,501, but total taxable sales for all five locations are $300,000 for the month. Because total taxable sales exceed $208,001, the dealer's discount is computed using the 1.71% 1.5% discount rate. 

Dealers with multistate business locations must compute the discount based upon taxable sales from all business locations in Virginia and on Virginia taxable sales from out-of-state business locations. 

Example: 

Dealer A, with business locations in Virginia, also has business locations in other states, all of which are registered for collection and remittance of the tax. The out-of-state business locations sell goods to Virginia customers located in Virginia. The total monthly taxable sales for all Dealer A's Virginia business locations are $200,000, and the total Virginia taxable sales from Dealer A's out-of-state business locations are $100,000. Because total taxable sales exceed $208,001, the dealer's discount is computed using the 1.71% 1.5% discount rate. 

The department will perform a reconciliation, on an annual basis or more frequently, of dealers holding multiple certificates of registration in order to ensure that the dealer's discount is computed properly by those dealers. 

D. Quarterly filers. Dealers filing quarterly returns may determine the appropriate dealer's discount rate by dividing their quarterly taxable sales by 3. 

Example: 

Dealer D has quarterly taxable sales of $100,000. His average monthly taxable sales for the quarter ($100,000 ÷ 3) are $33,333.33. Because his average monthly taxable sales are less than $62,501, Dealer D would compute the dealer's discount using the 3.43% 3.0% rate. 

E. Refund requests. Any amount of tax refunded by the department to a dealer will be reduced by any dealer's discount claimed on the transaction to which the refund relates. For example, if a dealer sells an item for $1,000, timely files a return reporting the $45 $50 tax on the transaction and claims the discount, the amount refunded would be $43.80 $48.80 ($45 $50 less 3.43% 3.0% of the $35 $40 state tax = $45 $50 - 1.20 = $43.80 $48.80) (assuming the dealer's taxable sales during the month of the sale were less than $62,501). 

For extensions, see 23VAC10-210-550; for penalties and interest, see 23VAC10-210-2030 through 23VAC10-210-2034. 

VA.R. Doc. No. R07-711; Filed July 18, 2007, 8:53 a.m. 
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