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Recent Changes to the Bank Franchise Tax

HB 1896 & SB 1182

As introduced these bills would have:

An Act to amend and reenact §§ 58.1-1206, 58.1-1207, and 58.1-1212 of the Code of Virginia, relating
to bank franchise tax.

» Created a centralized process, whereby R 1

banks haVII’]g $40 bl”lon or greater |n Vlrginla :ngwggssnzos 58.1-1207, and 58.1.1212 of the Code of Virginia are amended and reenacted

§ 58.1-1206. Deductions from gross capital.
. . A. There shall be deducted from the gross capital otherwise ascertainable under § 58.1-1205:
d t | d I t t t h B FT t I t 1. The assessed value of real estate if otherwise taxed in s fhe Commonwealth which is owned by
e p OS I S Co u e e C O pay e e n I re y O such bank, or is used or occupied by such bank, if held in the name of a majority-owned subsidiary of
the bank or of a bank holding company which owns a majority of the capital stock of such bank or of
. . . any wholly-owned subsidiary of the bank holding company which owns the majority of the capital stock
of such bank and the assessed value, up to the amount of the unencumbered equity, of real estate in the
VI rgl n I a Ta X . nature of improvements which are owned by the bank, or used or occupied by the bank and held by a
majority-owned subsidiary or a bank holding company or a wholly-owned subsidiary of a bank holding
company, even if assessed in the name of some other person because of the ownership of the underlying
land by such person. Real estate used or occupied by a subsidiary or originally conveyed as collateral
gor loa[;h rr%)ade bﬁ a subs:d:ardy ‘:)f l?e ga:ll: ?1!11:‘ S fx‘q:»on f rll 3 off ; loal?;nvgll ge
. . 4 4 cemed 1o be used or occupied by the ba ¢ deduction for asscssed value of real estate shall be the
» This election would be bindin g for 10 years i Tpucit il 1 b 1 o o iod Bt T e W] Sl
° owned by the bank or affiliate on January 1 of the current year. Any locality shall provide electronic
access to banks for real estate assessment records for such real estate referenced by this section at their
request.
2. The book value of tangible personal property which shall be held for lease and is otherwise taxed
o . l\;/hich is uwnednbyhsuch I:kankrnr iﬁ lheb l}gmc of a l]]n.?iinl:-ily-owr]n:g sm:’sicrllinry ufl the bﬂnk. 1f the }mﬁk
oes not own all the stock of such subsidiary, it shall be entitled to deduct only such portion of the
» 80% of BFT revenue from banks making such bl A L L L

owns in such subsidiary bears to the whole issue of common stock of such corporation.

3. An amount which shall equal the same percentage of the gross capital account, defined as its

. . .

| t | d h b d t b t d t capital, surplus and undivided profits as set forth in § 58.1-1205 at December 31 next preceding as the
an election wou ave peen distriouted to Obtigations of the United States bear to the total assets o the bank. Such percentage of U.S. obiigations
shall be determined as of the four most recent (or less in case of a new bank) Reports of Condition and
the percentage obtained shall be averaged. For purposes of computing such percentage, total assets shall

b M 3 i o s o e i 88 A .
localities based on population through a newly el e gl st i, bn £ T s o e U e s e
United States Constitution or any other statute, or any instrumentality or agency of the United States
) ]
created Local Bank Franchise Tax Fund.
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Recent Changes to the Bank Franchise Tax

HB 1896 & SB 1182

As passed these bill made the following
. An Act to amend and reenact §§ 58.1-1206, 58.1-1207, and 58.1-1212 of the Code of Virginia, relating
changes, effective January 1, 2025:

to bank franchise tax.

[H 1896]
Approved March 17, 2023

Be it enacted by the General Assembly of Virginia:
M HH . . . . 1. That §§ 58.1-1206, 58.1-1207, and 58.1-1212 of the Code of Virginia are amended and reenacted
> Electronic filing of the BFT with Virginia Tax. . )
§5841-1206A Deductions from gross capital.

A. There shall be deducted from the gross capital otherwise ascertainable under § 58.1-1205:

1. The assessed value of real estate if otherwise taxed in #his the Commonwealth which is owned by
such bank, or is used or occupied by such bank, if held in the name of a majority-owned subsidiary of
> . f | . I b . . . the bank or of a bank holding company which owns a majority of the capital stock of such bank or of

any wholly-owned subsidiary of the bank holding company which owns the majority of the capital stock

C reat I O n O a n O n I n e po rta y VI rgl n I a TaX' ofysu:h baynk and the assea?;d value, up to the ag}noumpofylhe unencumbered eciluuy? of real eslt’me in the
nature of improvements which are owned by the bank, or used or occupied by the bank and held by a
majority-owned subsidiary or a bank holding company or a wholly-owned subsidiary of a bank holding
company, even if assessed in the name of some other person because of the ownership of the underlying
. . P . . land by such person. Real estate used or occupied by a subsidiary or originally conveyed as collateral
» G I | I | | f | d for loans made by a subsidiary of the bank and upon forecl of loans will be
IVI n g Oca It I eS a Cces S to e e Ct ro n I Ca y I e deemed to be used or occupied by the bank. The deduction for assessed value of real estate shall be the

most recent assessment made prior to January 1 of the current bank franchise tax year for real estate

owned by the bank or affiliate on January 1 of the current year. Any locality shall provide electronic

B F I ret urns access to banks for real estate assessment records for such real estate referenced by this section at their
. request.

2. The book value of tangible personal property which shall be held for lease and is otherwise taxed
which is owned by such bank or in the name of a majority-owned subsidiary of the bank. If the bank
does not own all the stock of such subsidiary, it shall be entitled to deduct only such portion of the
. ol . assessed value of the real estate and the value of such tangible personal property as the common stock it

owns in such subsidiary bears to the whole issue of common stock of such corporation.
» Elective 60 day filing extension, and e e ol e s g
capital, surplus and undivided profits as sct forth in § 58.1-1205 at December 31 next preceding as the
obligations of the United States bear to the total assets of the bank. Such percentage of U.S. obligations
shall be determined as of the four most recent (or less in case of a new bank) Reports of Condition and
the percentage obtained shall be averaged. For purposes of computing such percentage, total assets shall

> Localities required to provide electronic access 15 oo e Dt S sk o i it 5105 5151 o7
United States Constitution or anx other statute, or an; instr'umenlalil¥ or aﬁenci of the United States
to land records.
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Statement of Purpose

The Department shall convene a work group to assess potential alternative methods
for the filing and allocation of bank franchise tax revenues for consideration in the
2024 Session of the General Assembly.

The work group’s considerations will include, but not be limited to:
> permitting banks to submit their bank franchise tax payments to the Commonwealth,
> changes to the formula used to redistribute funds to local governments,
> the impact of the new method of collecting and distributing funds on counties, cities, and towns,
> the timeline for implementation of any proposed changes, and

> the cost to the Commonwealth and local governments of implementing these changes.
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Overview: Work Group Road Map

Policy Options

Work Group In Person Meeting: Today Written Comments: Sep 15

Implementation Impact, Costs, & Timeline

’4'

Review Comments and Draft Report Draft Report Circulated: Nov 1

Work Group Final Report

’4'

Additional Written Comments: Nov 15 Final Report Published: Dec 1
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Provide Policy Options and Comments

In-Person Meeting

»  Legislatively mandated:

»  Permitting banks to submit their bank franchise tax payments to the
Commonwealth, and

»  Changes to the formula used to redistribute funds to local governments.
»  Optional:
»  Modernization proposals, and

»  Simplification options.

Written Policy Options and Comments-By September 15, 2023
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»  Presentation will be made available on the Virginia Tax webpage later this week:
https://www.tax.virginia.gov/

Please Provide all Policy Options or any Comments in Writing:

By September 15, 2023

To:
>  Final Report Submitted by December 1, 2023, to the Chairperson of the following:
»  House Committee on Finance;
»  House Committee on Appropriations; and

»  Senate Committee on Finance and Appropriations.
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