
 

 

 

          AGENDA ITEM #8 
 
 
TO:  Chairman Hudgins and NVTC Commissioners 
 
FROM: Rick Taube and Scott Kalkwarf 
 
DATE: August 26, 2010 
 
SUBJECT: NVTC Motor Fuels Tax Issues 
              
 
 NVTC and jurisdiction staffs have discussed continuing concerns about the 
accuracy of allocations among jurisdictions of the new 2.1% motor fuels tax on 
distributors.  In reviewing the monthly reports since the new tax was levied (January, 
2010 with NVTC’s initial receipts in March, 2010), there are strong indications that 
taxpayers are not correctly specifying the jurisdictions in which the fuel is sold. 
 
 NVTC depends on the accuracy of these allocations because it distributes the 
proceeds each year on a point-of-sale basis, using shares determined by actual 
collections from the previous year. This method is included in NVTC’s approved 
allocation resolution in order to allow jurisdictions more accurately to budget at the 
beginning of each year.  For FY 2011, the allocation factors for FY 2010 will be used but 
are believed currently to be inaccurate.  For example, the city of Fairfax has a 
significantly larger share (up 50%) as does Falls Church (up 60%). 
 
 The tax is collected and audited by the Virginia Department of Taxation (TAX) 
with NVTC paying the administrative expenses.  TAX auditors typically review 
transactions that occurred several months in the past and have not yet addressed 
NVTC’s concerns with jurisdictional allocations following January 1, 2010.  Repeated 
efforts to elicit cooperation from TAX officials to work with NVTC staff to identify the 
extent of the problem and resolve it were not successful. Both NVTC and PRTC wrote 
to Acting Tax Commissioner Burns and his replies are attached. 
 
 On August 23rd, NVTC, PRTC and local staff attended a meeting in Richmond 
with TAX officials to reiterate the above concerns and try to agree on a cooperative 
approach to solve the problem.  A copy of the agenda is attached.  Acting 
Commissioner Burns and several senior TAX officials attended.  They heard the 
concerns and agreed to cooperate to address them.  A follow-up session is being 
scheduled to examine materials developed by commission staffs that document the 
problem.  Presumably an action plan will follow. 
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 In the meantime, NVTC and jurisdiction staff have agreed to use the following 
approach for allocating motor fuels tax revenues in FY 2011.  The FY 2010 shares will 
be used as directed in NVTC’s allocation resolution, but the suspected amounts that 
may be erroneously allocated will be identified and jurisdictions will have the option of 
not spending those amounts.  When and if errors are documented, these reserved 
revenues can be reallocated without hardship to any jurisdiction.  
 
















