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Major Developments

BY C. H. MORRISSETT
State Tax Commissioner
Commonwealth of Virginia
Virginia's General Fund revenues and
receipts for the State's fiscal year ended
June 30, 1957 aggregated $228,363)143.
This aggregate) which supports the State's
general governmental functions, may be
compared with $144,447,466 for fiscal
1956 and with $171,658,174 for fiscal
1958.
Revenues and receipts for fiscal 1957
were unprecedented and probably will
.not be equalled in a long time. This is
because fiscal 1957 included $69,627,362
of extra revenue receipts under the plan
for the acceleration of the payment of
the State taxes on public service corporations and individual and fiduciary incomes. Of this large total, the sum of
$18,458,000 came from public service
corporations and the sum of $51,169,362
from individual and fiduciary income
taxpayers.
The adoption of this plan was a major
development in the history of the General
Fund of the State treasury, and a review
of it would seem to be profitable.
Object of Acceleration Plan
The plan was enacted by the General
Assembly at its regular session of 1956.
Its object was to raise revenue for badly
needed State capital outlays. Of necessity
the bill (H. B. 46) carried a clause to
repeal the Contingent Income Tax Reduction Act of 1950, as amended. The
bill received an overwhelming vote. It
passed the House by a vote of 79-18; it
passed the Senate by a vote of 38-1.
The bill was recommended by Governor Stanley in his message to the General Assembly on January 11, 1956, and
was designed to carry out the recommendations of the Governor's Commission on State Capital Outlays and Means

Sources of State General Fund
Revenues Fiscal Year Ending June 30,
1958
Class

Amount
(in millions)

TAXES
Individual and Fiduciary Income
Taxes
$61.4
Corporation Income Taxes
27.1
Public Service Corporation
Taxes
20.0
License Taxes
13.0
Insurance Company Taxes
10.1
Capital Taxes
7.9
Beer Excise Taxes
7.2
9.7
All Other Taxes
Total From Taxation

$156.4

OTHER THAN TAXES
ABC Profits (State's Share) ........ $5.9
Institutional and Prison Industries
2.8
Interest, Dividends, and
Rents
2.5
Excess Fees and Other Revenues
from Officers ..
1.0
3.0
All Other
Total From Other Than
Taxes'

$15.2

Total All General Fund
Revenues

$171.6

of Financing. This Commission, composed of 11 members, was appointed by
the Governor early in August 1954. It
was charged with the duty of estimating

the capital requirements of the State,
other than highways, for the six-year period beginning July 1, 1956, and of suggesting practical means of financing them.
The Commission completed its assignment and filed its report early in August
1955. It recommended a State capital outlay program of $109,090,720 for the sixyear period. Of this aggregate, $5,983,435
was recommended for financing by the
issuance of revenue bonds under existing
law. The program recommended for the
the biennium 1956-1958, the Commission
estimated to cost $63,306,065 for payment
out of the General Fund of the State
treasury. Of the total amount needed for
the biennium 1956-58, the Commission
recommended that an estimated $48,500,000 be obtained by changing the dates
for the payment of the State taxes on
pubiic service corporations and on individual and fiduciary incomes, so that
such taxes might be available to the State
one fiscal year earlier. The Commission
recommended that the surplus then expected to exist in the General Fund as
of the close of the biennium 1954-1956
be applied to the balance. The surplus
that did exist as of June 30, 1956, was
more than ample to cover the entire
balance needed for the capital outlay
program for the biennium 1956-1958. The
program as finally enacted by the General Assembly for the biennium 1956-1958
varied somewhat from the recommendations of the Commission and the Governor with respect to specific projects, but
the program generally was the same.
Pub lie Service Corporations
Prior to 1957 State taxes on public
service corporations, principally measured
by the gross receipts of the preceding
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calendar year, were payable by October
I of the year following the gross receipts year, whereas corporations subject
to the State income tax and keeping
their books on a calendar year basis were
required to pay their State income taxes
by June I following the income year.
The acceleration of the payment of
State corporation income taxes was accomplished as far back as 1929. Prior to
1927 these taxes on calendar year returns were payable early in December at
the same time individual and fiduciary
income taxes were payable. By legislation
enacted in 1926 they were made payable
September 1 preceding. By the Tax Code
of 1928 they were made payable ul].e 1,
1929 and June 1 of each year thereafter.
Public service corporations are not subject to the State income tax. Equalization
as between public service corporations
and ordinary commercial corporations
with respect to the time of the payment
of their State taxes seemed to be fair and
just, and the law was so amended in 1956
as to change the date for the payment
of the State taxes on public service corporations from October 1 to June 1 preceding. Public service corporations did not
oppose this change, but cooperated in
full measure.
The practical effect of this change of
date for the payment of the State taxes
on public service corporations was to

increase the State's revenues by $18,458,000 for one fiscal year, that is to say, the
fiscal year of the State that ended June
30, 1957. The State's fiscal year begins
on July 1 and ends on June 30. The
public service corporations paid their
State taxes, measured by their 1956 business, by June 1, 1957 instead of by October 1, 1957, thus throwing such payment into the State's fiscal year ended
June 30, 1957; whereas if the change had
not been made, the payment would have
fallen within the State's fiscal year ending
June 30, 1958. Therefore, because of the
change, public service corporations made
two payments of State taxes into the
State treasury during the State's fiscal
year beginning July 1, 1956 and ending
June 30, 1957 - one by October 1, 1956,
measured by 1955 business, and one by
June 1, 1957, measured by 1956 business.
In 1958 only one payment was made, of
course, and this was by June 1; and in
1959, and in each subsequent year, the
one payment will be made by June 1.
Thus the extra revenue of $18,458,000
was for one fiscal year only. The enactment of the -change did not constitute an
increase in taxes; the only burden it imposes on public service corporations is
that they must pay their State taxes four
months sooner; by June 1 instead of by
October 1 annually. This extra revenue
of $18,458,000 was more than had been
estimated. The original estimate was
$15,000,000, and the revised estimate
$16,000,000.

Individual and Fiduciary Incomes
Prior to 1957 the Virginia law on the
time of payment of State individual and
fiduciary income taxes was unique and
had no counterpart for liberality anywhere in this country. These taxes were
payable by December 5 of the year following the income year, or more than eleven
months after the close of the income year.
Hence, the taxes on 1954 incomes were
payable by December 5, 1955, and thus
were reflected in the revenues of the
State for the State's fiscal year beginning
July 1, 1955 and ending June 30, 1956.
The change, enacted in 1956 and effective
in 1957, was to change the date for the
payment of these taxes, so that they become due and payable in the spring of
the year following the income year, not
later than May 1. This causes the major
portion of the collections to fall within
the State's fiscal year ending June 30 of
the calendar year next following the income year. The term "income year"
means the calendar year upon the basis

of which the net income is computed in
all except the comparatively few cases
in which fiscal year returns are filed. Payments on fiscal year returns become due
on or before the fifteenth day of the
fourth month following the close of the
fiscal year.
Thus the change meant that the taxes
on 1956 incomes were payable by May
1, 1957, subject to the qualifications which
will be mentioned, so that the taxes were
reflected in the State's revenues for the
State's fiscal year beginning July 1, 1956
and ending June 30, 1957. Also reflected
in such revenues for the State's same
fiscal year were the collections of the
taxes for the income year 1955 which
were payable by December 5, 1956. Therefore, in the State's fiscal year beginning
Ju1.¥ ly 1956 -and ending June 30, 1957,
extra revenue to the amount of .$51,169,362 was received. This was for one fiscal
year only. The extra revenue of $51,169,362 was more than had been estimated.
The original estimate was $33,500,000,
and the revised estimate $37,268,750.
As in the case of the public service
corporations so in this case it must be
made clear that the change in the date
for payment of the income taxes did not
constitute an increase in taxes, nor did
it mean that anyone paid or will pay
any tax for more than one income year
in anyone calendar year. The income
taxes for the income year 1955 were payable by December 5, 1956; the income
taxes for the income year 1956 were
payable by May 1, 1957; and the income
taxes for the income year 1957 were
payable by May 1, 1958. In subsequent
years the income taxes will become due
annually by May 1 of the year following
the income year. Thus individual income taxpayers now pay their State taxes
about seven months sooner than formerly.
Under the legislation of 1956, individual income taxes are due at the time the
returns are filed, on or before May 1
following the income year, but the law
contained a further provision that if a
taxpayer owed more than $50 for the
year, he could then pay $50, or one-half
of his tax, whichever was greater, and
could pay the balance by October 1 with
interest on the balance at the rate of
one-half of one per cent per month or
fraction thereof. This two-installment
provision was, however, repealed in 1958,
effective in 1959.

Plan Good for Capital Outlays
Particular capital outlays are not recurring. The extra revenue of $69,627,362

-23which was derived from changing the
dates for the payment of the State taxes
on public service corporations and individual incomes was for one fiscal year
only, namely, the State's fiscal year ended
June 30, 1957. Hence the plan was entirely appropriate in principle for obtaining
extra revenue for capital outlays.
The alternative to changing the dates
for the payment of the taxes on public
service corporations and individual incomes was an increase in taxes, or the
imposition of new taxes.
The beneficiaries of the State's capital
expenditures are the people of the State.
It was demonstrated in 1955 that capital
improvements at the State institutions
throughout the State were badly needed.
Procuring the money by changing the
dates for the payment of the taxes seemed
to be far preferable to an increase in
taxes, and our people in good spirit made
the small sacrifice in 1957 that was requested of them for the public good.
The extra revenue for fiscal 1957
amounted in the aggregate to $69,627,362,
as we have seen, and the revised estimate
made in the early part of 1956 was
$53,268,750. The combined "windfall"
thus was $16,358,612 more than the revised estimate made early in 1956. Of
this unanticipated excess of $16,358,612,
$2,458,000 came from public service corporations because of better business in
1956, and $13,900,612 came from individual and fiduciary income taxpayers.
Far fewer individuals eligible to elect to
pay their income taxes in two installments
so elected to pay them than had been assumed for the first year of the operation
of the new plan and this fact accounted
for most of the excess of the income tax
"windfall" over the estimate.

The Two-installment Provision in
Income Tax Law
The two-installment provision for the
payment of the State taxes on individual
and fiduciary incomes was repealed in
1958, effective in 1959, as we have seen.
This legislation was enacted with near
unanimity. There were two principal
reasons for this repeal: (1) only a small
minority of the taxpayers eligible to pay
in two installments took advantage of
that provision of the law in 1957; and
(2) the two-installment provision complicated the matter of estimating the revenues from individual and fiduciary income taxes. It was clear that it could
not be known beforehand from year to
year just how many taxpayers eligible to
elect to pay in two installments would so

elect; that the number might vary .substantially from year to year; and that the
total amount of the legally deferred items
would certainly fluctuate from year to
year. In 1957 the total amount of the
legally deferred items was approximately
$2,368,000; in 1958 it was $3,147,000. In
fiscal 1959 the General Fund will receive
the full amount of the individual and
fiduciary taxes on 1958 incomes, with the
exception of delinquent items, and this
full amount will include several million
dollars that would have been deferred
but for the repeal of the two-installment
provision. An estimate of the extra revenue was used by the General Assembly
in making appropriations for the biennium 1958-1960.

Other Tax Law Changes
Throughout the past thirty-two years,
or since 1926, almost one-third of a century, there has been only one major increase in State tax rates to raise additional
revenue for the General Fund of the State
treasury. That was in 1948, ten years ago,
when by legislation enacted in that year
substantial increases in certain tax rates
were made for General Fund purposes.
The corporation income tax rate was
changed from 3 per cent to 5 per cent,
and individual income taxes were increased by one-half of one per cent on net
incomes up to $5,000 subject to the tax
and 2 per cent on incomes above $5,000.
Other items in the tax program were:
an increase in the volume on retail
merchants' and restaurant license taxes
by seven cents per $100 of sales above
$2,000; an increase in the wholesale
merchants' license tax by seven cents
per $100 on purchases above $10,000;
an increase of one-half of one per
cent in the gross receipts taxes of public
service corporations; an increase of three
cents per $100 in the recordation tax;
and an increase in the malt beverage
excise tax from $2.75 per barrel to $3.10
and from 1 cent and 112 cents per 12
ounce bottle to two cents.
State income tax rates as enacted in
1926 remained the same until 1948, when
they were changed to the extent just
explained. They have not been increased
since. In 1934 there was a small tax
program to raise about $800,000 additional money for public schools. This
small tax program did not include any
revision of the rates of the State income
taxes.
This is a remarkable record. Moreover it is important to note that there

have been some truly significant changes
in favor of taxpayers.
The policy in Virginia has been to
lower the rates of the State property taxes
on intangibles or to repeal them entirely.
In 1926 the property tax rates on bonds
and notes, capital not otherwise taxed,
and shares of stock in foreign corporations were lowered, and as of January 1,
1929, the property taxes on foreign stocks
owned by Virginia residents and on bonds
of the political subdivisions of this State
were repealed entirely. In 1948 the
property tax of 20 cents per $100 on
money not used in business was repealed
entirely, effective January 1, 1949, at a
revenue loss approaching $1,000,000 annually. The rate on ordinary bonds and
notes was 50 cents per $100 for about
25 years until the tax was discontinued
entirely as of January 1, 1954, at a revenue loss in excess of $1,000,000 annually.
By legislation enacted in 1956, effective
in 1959, the State license tax on wholesale merchants measured by purchases
was reduced by 7 cents per $100 at a revenue loss of approximately $900,000 annually. This loss will be first sustained in
fiscal 1959.
The Contingent Income Tax Reduction Act, enacted in 1950, was in force
until 1956, when it was repealed. Under
that Act, tax reduction credits aggregating
approximately $24,000,000 were allowed.
General Fund revenues, tax and nOlltax, for the State's fiscal year ending
June 30, 1930 amounted to about $20,000,000. That was before the General
Fund began to feel the terrific impact
of the great depression in the early 1930's.
General Fund revenues, tax and non-tax,
for the first year of the current biennium
beginning July 1, 1958, are estimated at
more than $170,000,000, or more than
eight times the 1930 figure. One may well
inquire how this can be true if what
has been stated about tax legislation
through the years is also true. The answer is found in economic growth, in
population increase, in inflation, and to
some extent in what one would like to
call continued improvement in State tax
assessment and collection. Moreover, alcoholic beverages since 1933-1934 have
made their contribution to the revenues.

Movement of the General Fund
The tax increases of 1948 were fully
reflected in the General Fund revenues
and receipts for the fiscal year ended
June 30, 1950, when the aggregate was
$95,729,628. Of course, these revenues
and receipts also reflected the rise that

-24would have occurred if there had been no
increases in tax rates.
General Fund revenues and receipts
for fiscal 1951 were $105,664,345; for fiscal
1952, $108,424,523, after allowing income
tax credits of approximately $10,617,301;
for fiscal 1953, $119,215,049, after allowing incomes tax credits of approximately
$5,046,323; for fiscal 1954, $125,832,105,
after allowing income tax credits of
$3,901,004.75; for fiscal 1955, $130,900,159,
after allowing income tax credits of
$3,820,325.92; for fiscal 1956, $144,447,466;
for fiscal 1957, $228,363,143 (including
$69,627,362 extra derived under the acceleration plan); and for fiscal 1958,

$171,658,174. The revenue losses caused
by the repeal of the State property taxes
on non-business money and non-business
bonds and notes have been absorbed in
the figures hereinabove given.

What of the Future?
Ever since the great depression of the
early 1930's began to lift, the trend of
the General Fund revenues has been upward, notwithstanding intervening minor
recessions. More specifically, and with
particular reference to the eight preceding fiscal years (1951-1958, both inclusive) , it may be stated that the average
annual increase has been 8.9 per cent.

In computing this percentage, the income tax credits have, been added, and
all accelerated collections in fiscal 1957
have been deducted.
The recession of 1957-1958 will register
a greater impact on the revenues of fiscal
1959 than it did on the revenues of fiscal
1958. On the other hand, various revenue
items in fiscal 1959 probably will exceed
such items in fiscal 1958, and it is still
too early to predict the net result. If the
improvement in the economy now underway continues, the revenues in fiscal 1960
will be substantially greater than the
revenues in fiscal 1959.

Note: Those who wish to receive the News Letter on a regular basis may do so by sending in a request. It is suggested that thp
complete address be given, and that, in many instances, the residential address is to be preferred over a business address. Institu.
tions, in addition to individuals, may also receive the News Letter if an officer of the institution will so indicate.
-The Editors

THE UNIVERSITY OF VIRGINIA

NEWS

Letter

Bureau of Public Administration
Charlottesville, Virginia

Entered as
second class matter
Charlottesville, Virginia

