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DEPARTMENT OF TAXATION 
2019 Fiscal Impact Statement 

 
1.  Patron Nicholas J. Freitas 2. Bill Number HB 2110 

  House of Origin: 
3.  Committee House Rules  X Introduced 

   Substitute 

    Engrossed 

4.  Title Advances Conformity with the Internal 
Revenue Code; Tax Policy Changes 

 
  Second House: 
   In Committee 

   Substitute 

   Enrolled 

 
5. Summary/Purpose:   

 
This bill would advance Virginiaôs date of conformity to the Internal Revenue Code (ñIRCò) 
from February 9, 2018 to December 31, 2018. This bill would also repeal language 
currently deconforming Virginia from most of the provisions of the Tax Cuts and Jobs Act 
(ñthe TCJAò) and the Bipartisan Budget Act of 2018 (ñthe BBAò) that affect Taxable Year 
2018 and after. This would allow Virginia to fully conform to the TCJA.  The provisions of 
this bill amending Virginiaôs conformity statute would be effective only for Taxable Year 
2018 and after. 
 
For Taxable Year 2019, this bill would increase the Virginia standard deduction from 
$3,000 to $6,000 for individuals and married taxpayers filing separately, and from $6,000 
to $12,000 for married taxpayers filing joint returns. This bill would index the standard 
deduction using Chained Consumer Price Index for All Urban Consumers (ñC-CPI-Uò) 
beginning with Taxable Year 2020.  The standard deduction would revert to the current 
amounts for Taxable Year 2026 and after. 
 
This bill would index the individual income tax brackets and personal exemptions using 
the C-CPI-U for Taxable Year 2020 and after.  
 
This bill would reduce the 6 percent corporate income tax rate to 5.5 percent for Taxable 
Year 2018 and 5 percent for Taxable Year 2019 and after.  
 
This bill would require that any additional revenues generated by the federal TCJA for 
Fiscal Year 2019-2020 beyond what is necessary to offset the reduction in revenues 
resulting from the other provisions of this bill be transferred to a special nonreverting fund 
to be known as the Tax Policy Fund.  The Governor would be required to submit, with the 
Introduced Executive Budget for the 2020-2022 biennium, a plan to provide tax reform to 
Virginia taxpayers with revenues in the Tax Policy Fund. 
 
This bill contains an emergency clause which states that it would be in force from its 
passage. 
 

6. Budget amendment necessary: Yes.  
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7. Fiscal Impact Estimates are:  Preliminary.  (See Line 8.) 

7a. Expenditure Impact:  
Fiscal Year Dollars Positions Fund 

2018-19 $66,864 0 GF 
2019-20 $139,108 0 GF 
2020-21 $116,000 0 GF 
2021-22 $61,600 0 GF 
2022-23 $39,200 0 GF 

 
7b. Revenue Impact:  

Fiscal Year Dollars Fund 
2018-19 ($106.87 million) GF 
2019-20 ($977.43 million) GF 
2020-21 ($697.95 million) GF 
2021-22 ($755.17 million) GF 
2022-23 ($812.43 million) GF 
2023-24 ($870.15 million) GF 
2024-25 ($928.69 million) GF 

 
8. Fiscal implications:   

 
Administrative Costs  
 
In order to implement the corporate rate change during filing season, the Department of 
Taxation (ñthe Departmentò) would incur costs of $66,864 in FY 2019, $139,108 in FY 
2020, $116,000 in FY 2021, $61,600 in FY 2022, and $39,200 in FY 2023. These costs 
include hiring two wage positions to adjust returns and issue refunds based on the 
reduced rate, as well as support to respond to questions related to the individual income 
tax changes. 
 
Revenue Impact 
 
This bill would result in an estimated negative General Fund Revenue impact of $106.87 
million in Fiscal Year 2019, $977.43 million in Fiscal Year 2020, $697.95 million in Fiscal 
Year 2021, $755.17 million in Fiscal Year 2022, $812.43 million in Fiscal Year 2023, 
$870.15 million in Fiscal Year 2024, and $928.69 million in FY 2025. If this bill is enacted, 
the budget would need to be adjusted to reduce General Fund revenues by $106.7 million 
in Fiscal Year 2019 and $977.43 million in Fiscal Year 2020.   
 

9. Specific agency or political subdivisions affected:   
 
Department of Taxation 
 

10. Technical amendment necessary:  No. 
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11. Other comments:   
 
Virginiaôs Date of Conformity to the Internal Revenue Code 
 
Virginiaôs date of conformity to the IRC is currently fixed to the IRC as it existed on 
February 9, 2018.  Virginia law currently deconforms from the following IRC provisions: 
 

¶ Bonus depreciation allowed for certain assets under federal income taxation.  
Taxpayers who claim bonus depreciation on their federal returns upon purchasing 
an asset are required to make adjustments on their Virginia returns for the taxable 
year in which they purchased such asset and in each subsequent year until the 
asset has been fully depreciated for federal and Virginia purposes.  
 

¶ The five-year carry-back of net operating losses (ñNOLsò) generated in 
certain taxable years. Although no longer available, taxpayers who benefited from 
the use of a five-year carry-back on their federal returns for losses generated 
during 2008 and 2009 are required to make adjustments on their Virginia returns 
for the taxable year in which such losses were generated and in each subsequent 
year until all such losses have been fully utilized for both federal and Virginia 
purposes. 
 

¶ Tax exclusions related to cancellation of debt income. Although no longer 
available, taxpayers who benefited from a deferral of income realized upon the 
reacquisition of certain business debt during 2009 and 2010 on their federal returns 
are required to make adjustments on their Virginia returns for the taxable year in 
which they deferred such income and in each subsequent year until such income is 
fully reported for both federal and Virginia purposes.  However, for transactions 
completed on or before April 21, 2010, taxpayers were permitted to partially defer 
such income by reporting the income over three taxable years.  

 

¶ Tax deductions related to the application of the applicable high yield debt 
obligation rules.  Although no longer available, taxpayers who benefited from the 
suspension of the application of the applicable high yield debt obligation rules for 
certain debts issued between September 30, 2008 and December 31, 2009 on 
their federal returns, are required to make adjustments on their Virginia returns for 
the taxable year in which they claimed a deduction and in each subsequent year 
until such deductions are fully claimed for both federal and Virginia purposes. 

 
In addition to these IRC provisions from which Virginia has historically deconformed, the 
General Assembly enacted legislation during the 2018 Session that deconformed Virginia 
from: 
  

¶ The provision of the TCJA that temporarily increased the medical expenses 
deduction for Taxable Years 2017 and 2018; and  

¶ All of the provisions of the TCJA and the Bipartisan Budget Act of 2018 that affect 
Taxable Year 2018 and after other than the provision of the TCJA providing tax 
relief for specified 2016 disaster areas and the provision extending combat zone 




