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Timely, efficient, and fair tax collection is a challenge as old as government itself. While the challenge of 
collecting the proper amount of tax remains the same, the Vermont Department of Taxes can and must 
change with the times. With this in mind, the Department is focused on modernization. Modernizing the 
Department requires us to develop the tools and talent to meet the needs of a taxpayer in the 21st century. I 
am proud to report that the Department has made progress on this front during the past two years, and we 
are poised to make gains in the future. Our modernization should, over time, result in a positive impact for 
taxpayers in four major ways. 

 

Using Technology to Ensure that Taxpayers Pay Their Fair Share 
Supreme Court Justice Oliver Wendell Holmes famously said, “Taxes are the price we pay for a civilized 
society.” Fairness demands that everyone contributes in accordance with the law. The Department continues 
to develop technological tools that can identify those who fail to meet their obligation under the law. The 
Department, following the lead of many other states, has taken on a compliance modernization project that 
enhances the way we identify and collect taxes either not paid on time or filed fraudulently. This work is a 
benefit to every taxpayer who pays on time. 

 

Aligning our Business Process with Your Needs 
The Department is striving to make paying taxes as simple and convenient as possible. Currently, we are in 
the midst of a long-term project to implement a new tax processing system. One of the key goals of this 
project is making available easy-to-use online resources for filing, paying, and viewing your tax accounts. 

 

Sending the Message that We Are Here to Help 
The Department has shifted its paradigm regarding education and outreach to taxpayers. Our new Division 
of Policy, Outreach, and Legislative Affairs is working to provide straightforward advice for taxpayers and 
to make it available when you need it. The division has begun creating partnerships with organizations 
throughout Vermont, particularly business trade groups. This should help to avoid unexpected surprises for 
Vermont’s businesses. 

 

Developing the Best Possible Workforce 
I am amazed by the level of care and effort exhibited by our staff who are committed to serving the public. 
As Commissioner of Taxes, I have challenged the Department to focus on developing the best possible 
workforce. We have devoted time and effort over the past two years to increase training, develop a career 
ladder, and provide staff with more autonomy and tools to get the job done. 

 

I am pleased by the progress we are making on your behalf, and I am optimistic about the future. 

Respectfully submitted, 

 

 

Mary N. Peterson, Commissioner 
Vermont Department of Taxes 
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Commissioners of the Vermont 
Department of Taxes 

 
Mission 

 

The mission of the Vermont Department of 
Taxes is to collect the proper amount of tax 
revenue in a timely and efficient manner to pay 
for the goods and services people receive from 
State government. 

W. P. Dillingham 1882-1888 
J. L. Martin 1888-1890 
P. K. Gleed 1890-1892 
J. L. Martin 1892-1894 
D. J. Foster 1894-1898 
D. H. Lewis 1898-1900 
J. E. Cushman 1900-1913 
Charles A. Plumley 1913-1919 
John M. Avery 1919-1920 
Melvin G. Morse 1920-1921 
Fred B. Thomas 1921-1925 
Paul A. Chase 1925-1925 
Erwin M. Harvey 1925-1945 
George H. Amidon 1945-1949 
Leonard W. Morrison 1949-1958 
Austin B. Noble 1958-1961 
Charles T. Shea 1961-1965 
Gerald S. Witherspoon 1965-1969 
Lawrence A. Wright 1969-1971 
Edward Bartlett 1971-1972 
Robert Lathrop 1972-1977 
R. Paul Wickes 1977-1978 
Harriet A. King 1978-1981 
Elaine K. Hoiska 1981-1984 
Norris Hoyt 1984-1991 
Joyce H. Errecart 1991-1994 
Betsy Anderson 1994-1995 
Edward W. Haase 1996-1998 
Sean P. Campbell 1999-2000 
Janet Ancel 2000-2003 
Richard Mallary 2003-2003 
Tom Pelham 2003-2009 
Richard Westman 2009-2010 
Mary Peterson 2011- 
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Key Personnel and Contact Information 
133 State Street, Montpelier, VT 05633-1401 
For more information, revenue reports, and previous biennial reports, visit www.tax.vermont.gov. 

 

 

Key Personnel 

Administration 
Mary Peterson, Commissioner of Taxes 
Gregg Mousley, Deputy Commissioner of 
Taxes 
Aaron Kaigle, Special Assistant to the 
Commissioner of Taxes 

 
Legal 
Molly Bachman, General Counsel 

 
Policy, Outreach, and Legislative Affairs 
Michael Costa, Director 

 
Property Valuation and Review 
William Johnson, Director 
Michelle Wilson, Operations Chief 

 
Compliance 
Frank Partsch, Director 
James Whitehouse, Assistant Director 

 
Tax Information Systems 
Tom Buonomo, Director 

 
Returns Processing 
Rahul Kushwaha, Director 

 
Revenue Accounting 
Val Rickert, Administrative Services Manager 

 
Taxpayer Services 
Sharon Asay, Director 

Contact Information 

Business Tax Division 
Phone:  (802) 828-5860 
Fax: (802) 828-2824 
Email: bustax@state.vt.us 
Vermont Department of Taxes 
PO Box 547, Montpelier, VT 05601-0547 

Corporate and Business Income Tax Division 
Phone:  (802) 828-5723 
Fax: (802) 828-5787 
Email: tax-corpincome@state.vt.us 
Vermont Department of Taxes 
133 State Street, Montpelier, VT 05633-1401 

Individual Income Tax Division 
Phone:  (866) 828-2865 (toll-free in Vermont) 
Phone:  (802) 828-2865 
Fax: (802) 828-2720 
Email: indincome@state.vt.us 
Vermont Department of Taxes 
PO Box 1645, Montpelier, VT 05601-1645 

Property Valuation and Review Division 
Phone:  (802) 828-5860 
Fax: (802) 828-2824 
Vermont Department of Taxes 
133 State Street, Montpelier, VT  05633-1401 

Compliance Division 
Phone:  (802) 828-2518 
Fax: (802) 828-5282 
Email: tax-compliance@state.vt.us 
Vermont Department of Taxes 
PO Box 429, Montpelier, VT  05601-0429 

Taxpayer Advocate 
Phone: (802) 828-6848 
Fax: (802) 828-5787 
Email: taxpayeradvocate@state.vt.us 
Taxpayer Advocate, Vermont Dept. of Taxes 
133 State Street, Montpelier, VT 05633-1401 
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Achievements of Each Division or Section 
 

Each of the Divisions or Sections has described many of the activities and achievements that have taken place 
during the tax years 2010 and 2011 and fiscal years 2011 and 2012. 

 
Administration 
The Administration Division includes the Commissioner, Deputy Commissioner, General Counsel, Hearing 
Officer, Administrative Services Manager, and Taxpayer Advocate and their immediate staffs. The division is 
responsible for overall Department policy-making, managing the budget, and procurement. The Hearing Officer 
drafts letter rulings and conducts tax appeal hearings. Legal staff issues technical bulletins, drafts statute and 
regulations, and represents the Department in civil and criminal litigation. The Taxpayer Advocate is available for 
taxpayers who need assistance outside ordinary Department processes. Personnel administration and business 
office administration for all Departments within the Agency of Administration are performed by the Department 
of Human Resources and Department of Buildings and General Services, respectively. 

 
The Commissioner of Taxes created two volunteer advisory boards in 2012 to provide opportunities for 
communication and engagement between taxpayers and the Department. The Vermont Tax Advisory Board 
represents a broad constituency of taxpayers, and the Tax Technical Working Group offers a regular forum for 
policy discussions between the Commissioner and tax professionals. 

 
Policy, Outreach, and Legislative Affairs 
In 2012, the Vermont Department of Taxes repurposed existing positions to create the Division of Policy, 
Outreach, and Legislative Affairs. The division works to ensure that the Department adopts and supports policy 
positions that are thoroughly researched, well reasoned, and transparent. Beyond analytical work, the division 
seeks to leverage the Department’s knowledge of the tax code to educate Vermont taxpayers so that they are able 
to comply voluntarily with the law. 

 
The division is charged with researching Vermont’s statutes, regulations, and rulings, as well as tax policies from 
other jurisdictions, to assist in resolving complex, novel, or ambiguous tax policy questions. Individual taxpayers, 
tax professionals, and stakeholder groups often submit requests for clarification on a point of tax law. 

 
In order to provide accurate and consistent information to taxpayers, the division works with internal staff to 
produce a variety of educational products including the following: 

 
• Fact sheets, webinars, website updates, and other materials with content that supports both internal and 

external audiences; 
• Researching methods of other states to help develop surveys and create knowledge tools, including computer 

processes, that support Department operations and customers; 
• Leveraging data to improve the taxpayer experience; and 
• Simplifying Department correspondence and forms in terms of format and language. 

 
The division also reaches out to many constituents and groups by exhibiting at conferences and meetings; 
providing materials through mailings, email distribution efforts, and newsletters; and making presentations on 
radio and television as well as at events by stakeholder organizations and for the general public. 
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Property Valuation and Review 
The Property Valuation and Review Division (PVR) provides three overarching functions: 

• Administration of several State property tax related programs 
• Administrative support for Vermont’s property tax system; and 
• Participation in the development and execution of State property tax policies. 

Most functions assigned to the division involve taxes and programs that are primarily administered by municipal 
governments; hence PVR works extensively with local governments in the performance of its duties. 

 
A summary of each of PVR’s major programs is detailed below. In addition, the division performs several other 
functions such as appraising State-owned buildings and land, providing administrative support for several 
statutorily authorized boards, and participating in both executive and legislative studies and commissions. 

 
Equalization Study—Equalizing Municipalities’ Grand Lists to Ensure Fair Tax Burdens 
Annually, the division conducts a ratio study (equalization study) that results in estimates of the fair market value 
of all taxable property and the level of appraisal of grand lists for all Vermont school districts. The main product 
of the study is the Equalized Education Grand List (EEGL) which is an estimate of the total fair market value of 
property that is taxable for school funding purposes. After determining the EEGL, the school district’s common 
level of appraisal (CLA) is determined by calculating the ratio of the municipality’s actual grand list to PVR’s 
EEGL estimate. The CLA is used in the calculation of the school tax rates (homestead and nonresidential) that all 
municipalities are required to assess against individual grand list properties on an annual basis. 

 
Ratio studies are based on the ratios that result from comparing arm’s length sales to the corresponding values 
found on towns’ grand lists. The municipality’s grand list is then adjusted to reflect the average deviation from 
fair market value. Sales verification to determine whether the sales are arm’s length, and therefore reflective of 
market value, requires considerable input from local appraisal officials. However, the final determination of 
validity of a sale rests with the division. The Tax Department has conducted equalization studies since the early 
1960s. 

 
Current Use—Assessing Property Taxes Based on Productive (Use Value) vs. Fair Market Value 
The Use Value Appraisal (UVA) program, known as Current Use, allows enrolled property owners with eligible 
land and buildings to have their property taxes assessed on the productive or use value of their property, as 
opposed to its fair market value (which is the legal standard for assessment of most other real property). Enrolled 
owners agree to keep this property in productive agricultural and forest use. They pay the property tax based on 
separate agriculture and forest productive values. The per acre values are used uniformly throughout the State in 
the taxation of enrolled land. Farmers can also have their enrolled farm buildings taxed at 0.0% of fair market 
value. 

 
When a property enters the program a lien is placed on enrolled land. The purpose of the lien is to ensure 
payment of the Land Use Change Tax. This is a tax imposed on owners of enrolled land who develop their 
property or choose to discharge the lien by payment of this tax. The tax is computed at variable rates based on the 
length of time the property was enrolled in the Current Use program and is payable to the State’s General Fund. 

 
Assessment Software—Making Property Tax Assessment Software Available to Municipalities 
The Computer Assisted Property Tax Administration Program (CAPTAP) is software specifically designed to 
assist local officials and enhance the standardization of assessment practices within the State. The software assists 
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listers in the determination of property values and helps administer the property tax. The use of this software by 
municipalities is elective. PVR’s goal is to provide an effective software product which municipalities find useful. 
The Tax Department contracts with software developers to produce the programs and provides direct support 
and education to municipalities for software use. At this time, approximately 190 municipalities use the 
component of CAPTAP that produces appraisal values, and all Vermont municipalities use the tax billing and 
administration component. The Department currently provides support services for this software to more than 
100 municipalities. 

 
Property Tax Appeals—Administrative Appeals Hearings for Property Valuations 
The State Appraisers are independent hearing officers administratively attached to PVR. They are appointed by 
the director and hear owners’ property tax appeals from decisions by municipal boards of civil authority. The 
State appraisers set values based on the evidence presented at appeals hearings. Due largely to the recent 
weakness in the real estate market, appeals to the State appraisers have increased significantly in recent years. The 
average statewide caseload has increased from about 150 appeals annually to more than 200. In addition to 
appeals heard by the State Appraiser, the Director of PVR hears appeals related to the Current Use program and 
the appeals from the results of the equalization study. 

 
Technical Support for Listers, Assessors, and Property Owners 
The division has seven regionally sited representatives called District Advisors, who directly support local 
assessment officials, i.e. listers and municipal assessors. The expertise available from the advisors is important as 
many local officials have a limited background in property assessment. This support both enhances the reliability 
of assessments and results in greater standardization of assessment practices statewide. 

 
An important component of PVR’s support effort is the education program that is made available to the State’s 
listers and assessors. Course offerings include an array of classes on property valuation and property tax 
administration as well as how to use the State-sponsored CAPTAP software. The division provides additional 
support to local officials and the general public through Montpelier-based staff with expertise in property 
appraisal, property tax administration, and legal matters associated with the property tax. 

 
Real Estate Taxes—Taxes that Apply When Transferring Property 
State Real Estate Taxes (Real Estate Withholding, Property Transfer Tax, and Land Gains Tax) apply in different 
property transfer situations. All three of these taxes have exemptions that reduce or eliminate the tax under 
statutorily defined circumstances. 

 
The Real Estate Withholding (REW) is not a tax per se; rather it is a requirement that taxpayers withhold 2.5 
percent of the consideration for real property being sold by a non-resident of Vermont. The withholding is 
required to insure that the appropriate amount of taxes on any gain resulting from the transfer is paid when the 
non-resident seller files a Vermont income tax return. PVR staff also review the income tax returns associated with 
withholding to determine final tax liabilities relative to the withheld amounts. 
The Property Transfer Tax is due from a buyer of Vermont real property and is a percentage of the sale price. 
Typically, the tax rate is 1.25 percent of the total sales price of real property. However, for property that is to be 
used as a principal residence upon sale, there is a split rate with .5 percent applied to the first $100,000 and 1.25 
percent applied to the remaining value. 

 
The Land Gains Tax is imposed on the seller of land held for less than six years after its purchase. The purpose of 
the tax is to discourage speculative property transactions by imposing a sliding scale rate on any profit from the 
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sale of land. The rate is higher for property held for a shorter time period. These taxes also have exemptions and 
preferential rates that reduce or eliminate the tax under statutorily defined circumstances. 

 
Data Collection and Analysis—Providing Information to Inform Policy Decisions 
PVR has the statutory duty to collect and disseminate information about property taxation in Vermont. Data sets 
collected include the following: 

• Property valuations from all municipalities (the grand lists and the summary of the grand lists); 
• Property tax rates; 
• Utility values; 
• Names of locally elected municipal officials; and 
• Property sales and sales prices. 

 
The division makes this information available to local officials, State government, and the public through periodic 
publications as well as through an array of documents that can be found on the Department’s website. The 
division also produces and distributes to municipalities a number of forms that are used in the administration of 
the property tax. 

 
Payment in Lieu of Taxes (PILOT)—State Grants to Towns for State-Owned Property 
State-owned property is exempt from the property tax in Vermont. The PILOT program serves to partially 
compensate municipalities for the reduction in tax base due to State ownership of buildings and land. Annually, 
PVR calculates the amount each municipality received for PILOT. 

 
Compliance 

The Compliance Division is the enforcement arm of the Department of Taxes. Audit comprises a unit that does 
desk examinations and a unit that performs field examinations for all taxes administered by the Department. 
Audit works with the Policy, Outreach, and Legislative Affairs Division to identify possible areas for outreach 
and voluntary compliance programs. 

 
In addition, the Compliance Division performs audits of diesel and gasoline taxes for the Department of Motor 
Vehicles. The Collections Unit works with taxpayers who have debts and with those who have failed to file 
returns. 

 
January 2012 saw the first use of the new tax compliance data warehouse which has allowed for the 
modernization of some personal income tax adjustments and assessments. Warehouse modules include detecting 
and preventing refund fraud; identifying and assessing non-filers and under reporters; streamlining the 
collections process; and improving the quality and efficiency of audits. A number of previous tax periods were 
reviewed using the new process which generated an increase in accounts receivable. As the Department’s use of 
this tool matures, it should further improve collection results. 

 
FY2012 ended with an accounts receivable balance of $196 million, up from the $156 million owed at the end of 
FY2011. Delinquent taxes collected were $57 million for 2011 and $51 million for 2012. 

 
In addition to tax collection, the division administers the refund offset program for some state agencies and the 
IRS. The federal Treasury Offset program allows federal refunds to be applied to income withholding tax debts. 
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Tax Information Systems 

The Tax Information Systems Division manages automated information processing for the Department of Taxes. 
In this role, the division supports the Department in its interaction with more than 500,000 taxpayers as well as all 
the municipalities in the State. The division is currently staffed by 20 full-time positions. The goal of the division is 
to provide automated solutions that enable the Department to meet the needs of Vermont taxpayers in an accurate 
and timely manner. 

 
Vermont taxpayer participation in the Federal/State e-file program has continued to increase annually. This 
program allows Vermont taxpayers to have both their federal and state personal income tax returns processed 
electronically. Taxpayers may choose to have their refunds deposited directly to their bank accounts. The division 
worked with the Tax Implementation Group for E-Commerce Requirements Standardization (TIGERS) 
organization to standardize and adopt what is referred to as Fed/State Modernized e-File (MeF) for personal 
income tax. MeF is an integrated, web-based electronic filing platform replacing the legacy e-file system which has 
been essentially unchanged for the IRS and the states since 1990. In 2011, the division worked to implement MeF 
and brought it online, while still supporting the legacy e-file system, in the beginning of 2012. 

 
The division assists with the data warehouse work. The division continues work on Enterprise Tax Management 
(ETM), which was brought online in August 2010. ETM processes Corporate Income tax, Business Income Tax, 
Fuel Gross Receipts Tax, and Property Transfer Tax. It also acts as a consolidated collections and billing system for 
all major tax types. 

 
A new electronic filing system, the electronic Property Transfer Tax Return (ePTTR), went live in 2011. The 
division, in conjunction with the Property Valuation and Review Division, began work on designing an electronic 
Current Use (Use Value Appraisal Program) filing system in 2012. The first phase should be live in 2013. 

 
Throughout 2011 and 2012, significant time was spent working with DII to virtualize and consolidate the 
Department’s IT infrastructure into the state data center under the Information Technology Optimization Project 
(iTOP). This improved systems performance as well as disaster recovery capabilities. 

 
The division also works with PVR to support the towns and municipalities in Vermont in their administration of 
property tax and efforts to meet annual legislative changes, using the Computer Assisted Property Tax 
Administration Program. 

 
 

Returns Processing and Revenue Accounting Sections 

The Returns Processing section is responsible for processing all returns for the Tax Department. Those duties 
include: receipt, opening, extraction, and routing of all incoming mail; tax return validation and control for data 
entry or document preparation for scanning/imaging; and data capture of all documents through scanning/ 
imaging technology. As part of electronic returns processing, this section scans and prepares all checks received 
for electronic deposit through the Digital Express (Check 21) service offered by the State’s bank. 

 
The Revenue Accounting section is responsible for daily bank deposits, refunds and related cash management 
functions, including electronic funds transfers and credit card payments; bank account/general ledger 
reconciliations; and preparing year-end GAAP/GASB 34 reports. 
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Both sections collaborate in overseeing the receipt and posting of an increasing number of returns and payments 
filed electronically via a number of different Tax Department applications made available to taxpayers over the 
past several years. 

 
 

Taxpayer Services 

The Taxpayer Services Division provides assistance and customer support to taxpayers by responding to 
questions, resolving tax problems, distributing educational materials, encouraging voluntary compliance with 
Vermont tax laws, and reviewing tax return information. The division acts as the public’s primary point of contact 
with the Department for tax information, registration, licensing, and problem resolution. The division administers 
27 taxes, six licensing programs, and the property tax adjustment and renter rebate assistance programs. 

 
The division participates in workshops and seminars for taxpayers, tax preparers, and volunteer groups. The 
division trains volunteer groups such as Vermont Income Tax Assistance and Tax Counseling for the Elderly 
(VITA/TCE). Taxpayers can receive assistance from the division via e-mail, letter, phone, and fax or by visiting the 
office. Examiners are available in all sections (Income Tax, Corporate Tax, and Business Tax) to answer telephone 
calls during regular working hours. Each year, the division assists thousands of taxpayers by telephone, e-mail, 
and letter or in person. 

 
The division supports the electronic filing of personal income tax returns by participating in the IRS Modernized 
E-File program. In tax year 2011, more than 73 percent of taxpayers filed their Vermont Income Tax returns 
electronically. Taxpayers who e-file can opt to have their refund deposited directly into their bank account or 
schedule the payment of their tax liability electronically. The division maintains an online filing site for taxpayers 
to file their Homestead Declarations and Property Tax Adjustment Claims directly with the Department. 

 
The division’s online filing system VTBizFile allows taxpayers to file their Withholding Tax, Sales & Use Tax, and 
Meals & Rooms Tax electronically. Taxpayers have several payment options including ACH debit, ACH credit, 
and major credit cards. VTBizFile offers taxpayers the option of warehousing their payments; they can file their 
return early and schedule the date of their payment for any date up to and including the due date of the return. 
During calendar year 2012, more than 110,000 business trust tax returns were filed on the VTBizFile system. 

 
The division has an online filing site VTW-2efile for employers to file their annual payroll returns with the 
Department of Taxes. In calendar year 2012, 13,615 employers electronically filed their 2011 annual returns. 

 
The division administers the Vermont Employment Growth Incentive (VEGI) and the Economic Advancement 
Tax Incentive (EATI) programs. The VEGI Program is a payroll-based growth incentive program which became 
law January 1, 2007. The division continues to process existing (EATI) credits. However, the Vermont Economic 
Progress Council has not granted EATI awards since December 31, 2006. 
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Highlights of 2011 Tax Legislation 
Enacted as of Calendar Year 2011 

 
Introduction 
Most of the tax law changes summarized below are part of Act 45, the so-called miscellaneous tax bill. That bill 
also included increased assessments on home health agencies, hospitals, nursing homes, ICF/MRs, and health care 
claims that are not administered by the Vermont Department of Taxes. 

 
Compliance 

Lottery winnings: Allows lottery winnings to be set off against tax liabilities. Act 45, sec. 1. 

Power of attorney forms: A power of attorney form that satisfies IRS requirements may also be used for 
Vermont tax purposes, Act 45, sec. 31. (See additional 2012 and 2013 legislation) 

Offer in compromise program: Makes explicit the commissioner’s authority to compromise tax liabilities if the 
commissioner has reason to doubt collectability or liability. The decision of the commissioner to reject an offer in 
compromise is not subject to review. Act 45, sec. 36f. 

 
Cigarettes and Tobacco Products 

Cigars: The low price threshold on cigars that are taxed at the $2.00 rate is increased from $1.08 to $2.17. Act 45, 
sec. 22. 

Cigarettes: Effective July 1, 2011, the tax on cigarettes increases $0.38 per pack. In terms of millage, the rate goes 
from 112 to 131. A floor stocks tax is imposed on wholesalers and retailers that have more than 10,000 cigarettes or 
little cigars, or $500.00 or more of wholesale value of roll-your-own tobacco in their control on July 1, 2011. Act 45, 
sec. 27, 27a. 

 
Education Property 

Rates: For fiscal year 2012, the tax rate for homestead property is $.87 per $100.00 of equalized property value, 
and the tax rate for nonresidential property is $1.36 per $100.00 of equalized property value. The “applicable 
percentage” for claims filed in 2012 will be 1.8 as it has been since 2007. Act 45, sec. 4. 

Glastenbury and Somerset budget approval: Prior law provided that if the Tax Commissioner did not 
approve the budget of either Glastenbury or Somerset by September 10, then the budget and tax rate would 
remain the same as the prior year. The reference to “tax rate” was deleted because even with the same budget, the 
tax rate should change to reflect the current grand list which may be different that the prior year grand list. Act 45, 
sec. 10. 

Homestead Declaration: The penalty language enacted last year is corrected so that the higher penalty applies 
only when the failure to declare a homestead (or the incorrect declaration of property that is not a homestead) 
benefitted the taxpayer in the form of a lower education property tax rate. Municipalities are given discretion 
regarding whether to impose the penalty. Also the penalty for failure to inform the commissioner within 30 days 
of a transfer of change of use of a homestead is eliminated. Rather, that information should be conveyed by means 
of a new declaration filed on or before April 15. Act 45, sec. 11. 
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Recreation facilities and skating rinks: Two recreation facilities – one designated by the Springfield Hospital 
and one by the North Country Hospital – were exempted from property tax in fiscal years 2009- 2011. For fiscal 
year 2012 the exemption is reduced by 50 percent. Act 45, sec. 13e. 

 
The property tax exemption for certain skating rinks used for public schools, which has been in effect since fiscal 
year 2009, was stepped down to a 50 percent exemption for fiscal year 2012. Act 45, sec. 13f. 

 
Tax Increment Financing Districts (TIFs): Effective for audits initiated after January 1, 2012, the cost of audits 
performed by the State Auditor of Accounts pursuant to 32 V.S.A. §5404a(l) shall be charged to the TIF 
municipality, but such audits will be performed every four years instead of three years. Session law was enacted 
reflecting the terms of the Burlington TIF, approved by the Joint Fiscal Committee in 2009. Milton may elect 
(retroactively to July 1, 2008) to treat the Husky and Catamount TIFs as a single district for accounting and 
reporting purposes. When considering a re-approval for the purpose of extending the period for incurring 
indebtedness, the Vermont Economic Progress Council (VEPC) will only consider ”material changes” in the TIF 
application and shall presume that the inability of a district to incur indebtedness was the result of the macro- 
economic conditions in the first five years after the creation of the district. This was enacted to benefit, but is not 
limited to, Colchester. Act 45, sec. 15, 15a, 15b, 16. 

 
Fuel Gross Receipts 

Extension: The fuel gross receipts tax is extended through June 30, 2016 (formerly the expiration date was June 
30, 2011). Act 45, sec. 32. 

 
Income 

Withholding reconciliations: Once the due date has passed, withholding reconciliation returns can only be 
amended for administrative error, which is an error that does not change the amount of tax withheld. Act 45, sec. 
3. 

Emergency medical personnel survivor payments: Payments made by the state to the survivors of 
emergency medical personnel who die in the line of duty or die from a work-related illness are exempt from state 
income tax. According to the IRS, these payments are not taxable at the federal level in which case they would not 
be part of Vermont taxable income making this provision unnecessary. Act 45, sec. 3a. 

Wood products manufacture credit: The credit (2 percent of the wages paid in the taxable year by employers 
in designated locations for services performed in the manufacture of finished wood products) was extended for 
two years - until July 1, 2013. Also, “finished wood products” was defined as “wood products that are 
manufactured into the form in which they are offered for sale to consumers.” Act 45, sec. 17, 17a. 

Downtown and Village Center Tax Credit: The State Board may allocate the credit awarded under the 
downtown and village center tax credit program as soon as a distinct phase of a qualified project is complete. Also 
credit that has been rescinded is now available to the board for award in subsequent years. Act 45, sec. 18, 19. 

 
Composite filing: The Commissioner may require composite filing and payment of tax by S corporations, 
partnerships, and limited liability companies that have more than 50 nonresident shareholders, partners, or 
members. Act 45, Sec. 20, 21. 
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Repeal: The wage deduction related to federal tax credit incentive work programs and an expense deduction 
related to the federal disabled access credit are repealed effective July 1, 2013. These deductions were under- 
utilized under the criteria of 32 V.S.A. § 312. Act 45, sec. 36k. 

Veterans’ credit: A qualified employer is eligible for a $2000 credit for each new full-time employee hired for a 
position at a Vermont business location, and a recently deployed veteran is eligible for credit of $2000 associated 
with a start-up business in Vermont. The employee must be hired and the business must be started after passage 
of the act but before December 31, 2012. The terms “expenses associated with a start-up business,” “new full-time 
employee,” “qualified employer,” and “recently deployed veteran” are all defined in the legislation. Act 44. 

 
Property Tax Adjustments 

Household income: Amounts paid by self-employed people for health insurance premiums are excluded from 
the definition of household income for purposes of property tax adjustment beginning with 2012 claims. Act 45, 
sec. 13. 

Veterans: For claim years 2011 and after, property tax adjustments will be calculated without regard to any 
veteran’s property tax exemption under 32 V.S.A. § 3802(11). Act 45, sec.13b. 

 
Property Transfer 

Rate: The preferential rate for land enrolled in use value appraisal is repealed so the general rate of 1.25 percent 
applies. The amount of property transfer tax revenue allocated to the Division of Property Valuation and Review 
(PVR) is increased from 1 to 2 percent for five years with the increased revenue to be used to fund transition of the 
use value appraisal program to electronic administration. Act 45, sec. 33-35. 

 
Sales and Use 

Entertainment: The $50,000 exemption level for entertainment charges made by Section 501(c)(3) organizations 
is increased to $100,000, effective July 1, 2011. Also effective on passage, the pre-2010 law is restored with respect 
to nonprofits organized under Sections 501(c)(4) – (13) and (19) of the Internal Revenue Code; these organizations 
may hold four events per year before being required to collect sales tax on charges for entertainment without also 
being subject to the $100,000 limit. Act 45, sec. 36. 

Internet sales tax notification: Out-of–state sellers, including internet sellers and auction houses, are required 
to notify in-state purchasers of their use tax liability. Act 45, sec. 36b. 

Affiliate nexus (delayed effective date): A person making taxable sales is presumed to be soliciting business 
through an independent contractor, agent, or other representative if the person enters into an agreement with a 
Vermont resident under which the resident, for a commission or other consideration, directly or indirectly refers 
customers, whether by a link on an Internet website or otherwise, to the person under the following 
circumstances: if the cumulative gross receipts from sales by the person to customers in the state, who are referred 
to the person by all residents with this type of an agreement with the person, are in excess of $10,000 during the 
preceding tax year. Act 45, sec.36a. 

Auctioneers: An exemption for licensed auctioneers is created under which a licensed auctioneer may receive 
payment for auction sales without being required to collect sales tax. However, if property of different owners is 
comingled at one auction, sales tax must be collected. Act 45, sec. 36g. 
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Spirituous Liquor 

Rate: Effective July 1, 2011, the tax changes from a uniform 25 percent of gross revenues to a graduated tax – from 
5 to 25 percent – based on the amount of sales. Act 45, sec. 36d. 

 
Use Value Appraisal 

Land use change tax: In addition to development, the tax can be triggered by (1) the passage of two years after 
the issuance of all permits legally required by a municipality for any action constituting development or (2) the 
issuance of a wastewater system and potable water supply permit under 10 V.S.A. § 1973. Act 45, sec. 13a. 

 
Vermont Economic Growth Incentive (VEGI) 

Administrative changes: The date that VEGI claims must be filed is changed from the last day of February to 
the last day of April; the commissioner may allow additional time for the completion of timely filed but 
incomplete claims; the consequence of failure to file a claim in each year of the utilization period is the recapture 
of previously paid installments is clarified. Act 45, sec. 14. 

 
Reports, Studies, Recommendations and Evaluations 

Education funding: Mandate for the Blue Ribbon Tax Structure Commission to evaluate Vermont’s education 
financing system is repealed and replaced with another study of Vermont’s education financing system. The Joint 
Fiscal Office is authorized to spend $210,000 for the study. The report must be submitted to the Governor, the 
President Pro Tempore of the Senate, the Speaker of the House, and the Joint Fiscal Committee by January 18, 
2012. Act 45, sec. 7 - 9. 

Renewable energy property: Director of Property Valuation and Review and Commissioner of Public Service 
are directed to study property tax issues related to renewable energy plants. Their findings and analysis must be 
reported by January 15, 2012, to the House Committees on Ways and Means; Commerce and Economic 
Development; General Housing and Military Affairs; and Natural Resources and Energy as well as the Senate 
Committees on Finance; Economic Development, Housing and General Affairs; and Natural Resources and 
Energy. Act 45, sec. 12. 

State billing and collection of education property tax: A report on the feasibility of developing an 
electronic system for the Department of Taxes’ administration, billing, and collection of education property tax 
will now also include a report on the application of the common level of appraisal separate from the tax rate. This 
report is due July 15, 2011 from the Department of Taxes to the Joint Fiscal Committee. Act 45, sec. 6 (amending 
sec. 45 of No. 160 of the Acts of the 2009 Adj. Sess.). 

 
Tax expenditure budget: The budget will be reported in three parts. The part covering tax expenditures related 
to nonprofits and charitable organizations and miscellaneous expenditures is due in January 2012 and every three 
years thereafter. The part covering tax expenditures related to economic development is due in January 2013 and 
every three years thereafter. The part relating to human service is due in January 2014 and every third year 
thereafter. The requirement that the Department of Taxes recommend repeal of under-utilized credits is repealed. 
Act 45, sec. 36i, 36j, 36k. 
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Taxpayer Advocate: The taxpayer advocate, whose position is now codified, is charged with various education 
and reporting responsibilities. The Advocate’s report is due to the Senate Finance Committee and House Ways 
and Means Committee by January 15 each year. Act 45, sec. 36e. 

Outreach recommendations: The Department of Taxes will make recommendations to the Senate Finance and 
House Ways and Means committees by January 18, 2012 regarding ways in which it can improve education 
outreach to taxpayers, its appeals system, and protocols for tracking taxpayer inquiries and responses. Act 45, sec. 
36h. 

Link-based use tax returns: The Department shall evaluate – and then report to the Senate Finance and House 
Ways and Means committees by January 15, 2012 – on the feasibility of providing a voluntary Internet-based use 
tax reporting system that can be accessed via the seller’s website in conjunction with the notice required by out-of- 
state sellers to buyers regarding their use tax responsibilities. Act 45, sec. 36m. 
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Highlights of 2012 Tax Legislation 
Enacted as of Calendar Year 2012 

 
Administrative Provisions 

Taxpayer representation without notary signature: The requirement of a notary’s signature on power of 
attorney forms authorizing people to represent taxpayers before the Department of Taxes is eliminated. 
Legislation passed last year authorized the disclosure of information to authorized representative without a 
notary signature but did not remove the notary requirement in cases in which authority is given to bind a 
taxpayer. Act 143, sec. 3, amending 14 V.S.A. § 3502(f). (See additional 2013 legislation) 

Taxpayer Advocate: The Taxpayer Advocate will play a new role in requests for extraordinary relief of tax, 
interest, or penalty. A written recommendation may be made to the Commissioner for such extraordinary relief if 
after investigation the Advocate finds that: 

 
(1) Vermont tax laws apply to the taxpayer’s circumstances in a way that is unfair and unforeseen or that 
results in significant hardship; and 
(2) The taxpayer has no available rights or administrative remedies to correct the issue that led to such 
unfair result or hardship. 

 
“Extraordinary relief” means a remedy that is within the power of the Commissioner to grant, a remedy that 
compensates for the result of inaccurate classification of property as homestead or nonresidential through no fault 
of the taxpayer, or a remedy that makes changes to a taxpayer’s property tax adjustment or renter rebate claim. 

 
The Taxpayer Advocate is also tasked with proposing a draft taxpayer statement of rights to the Senate 
Committee on Finance and the House Committee on Ways and Means by January 15, 2013, and the Advocate’s 
role in assisting individual taxpayers in resolving disputes with the Tax Department is also codified. This role 
does not extend to representing taxpayers at a Commissioner’s hearing. Act 143, secs. 6-8, adding 32 V.S.A. § 3206 
and session law and amending 32 V.S.A. § 3205(b). 

Interest on unpaid liabilities and refunds: The calculation of interest on unpaid liabilities and refunds has 
changed. The rate paid on refunds will be calculated as follows: the average prime rate charged by banks during 
the immediately preceding 12 months shall be rounded up to the nearest quarter percent instead of whole percent. 
This rate will be converted to a monthly rate, which shall be rounded upwards to the nearest tenth of a percent. 
The interest charged on unpaid liabilities shall be 200 basis points over the rate paid on refunds. For example, if 
refunds bear interest at 3.6 percent, interest charged on liabilities is 5.6 percent. This takes effect for 2013 rates. Act 
143, sec. 15, amending 32 V.S.A. § 3108(a). 

 
Business Entity Withholding 

Federal new market tax credit: Partnerships and limited liability companies engaged solely in the business of 
operating one or more federal new market tax credit projects in the state are exempted from paying income tax 
estimates on behalf of nonresident partners and members. Instead, the entity is required to notify its nonresident 
partners or members of their Vermont filing and payment obligations and to file copies of all schedules K-1. A 
“federal new market credit project” means a business that is intended primarily to benefit low income Vermont 
residents throughout the period of investment and that is subject to the following: (1) has been determined by the 
U.S. Department of the Treasury to be a community development entity; (2) has been awarded an allocation of 
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federal new market tax credits under 26 U.S.C. § 45D; and (3) is a partnership or limited liability corporation 
which is a pass-through of the federal new market credit to the nonresident investor. Act 143, sec. 17, adding 32 
V.S.A. § 5920(g). 

 
Cigarette Tax 

Little cigars: The definition of “little cigars” – which are taxed as cigarettes – is amended so that if 1000 units 
weigh four-and–one-half pounds or less, the rolls are classified as little cigars. The triggering weight was formerly 
3 pounds. Act 143, sec. 13a, amending 32 V.S.A. § 7702(6). 

 
Corporate Income Tax 

Corporate income tax returns: The period of time the Department has to process corporate income tax returns 
before interest is due on overpayments is enlarged from 45 to 90 days after the return was either due or filed, 
whichever is later. Act 143, sec. 15, amending 32 V.S.A. § 3108(b)(2). 

C corporations: The minimum tax on C corporations is increased from $250 to $300 if the corporation has gross 
receipts of $2,000,000 or less; to $500 if the corporation has gross receipts greater than $2,000,000 to $5,000,000; and 
to $750 if the corporation has gross receipts greater than $5,000,000. Act 143, sec. 16, amending 32 V.S.A. § 5832(2). 

 
Current Use 

Wastewater system permit on enrolled land: The definition of “development” has been amended to provide 
that enrolled land is also considered developed – and therefore ineligible for continued enrollment – if a 
wastewater system permit has been issued for the land pursuant to 10 V.S.A. § 1973 and the Commissioner of 
Forests, Parks and Recreation has certified to the Director of Property Valuation and Review the following: 

 
that the permit is contrary to a forest or conservation management plan or the minimum acceptable standards 

for forest management; 
use of the parcel would violate the conservation management standards; or 
after consulting with the Secretary of Agriculture, Food and Markets, the Commissioner certifies that the 

permit is not part of a farm operation. 
 

This replaces the legislation enacted last session regarding a broader group of permits, is retroactive to July 1, 
2011, and applies only to wastewater permits issued after that date. Act 143, secs. 41-44, amending 32 V.S.A. § 
3752(5), 3757, 3758(d). 

Technical amendments: Several clarifying and technical amendments were made to the current use statutes, 
including that timber cutting contrary to a forest or conservation management plan during the remaining term of 
the plan, or contrary to the minimum acceptable standards for forest management if the plan has expired, will 
constitute development. Renewal plans must be filed no later than April 1 of the year in which the initial 10-year 
plan expires. Act 143, secs. 45, 47, amending 32 V.S.A. § 3752(5) and 3755(b). 

 
Energy Taxes 

 
Solar power: An annual tax of $4.00 per kW plant capacity is imposed on any renewable energy plant in 
Vermont commissioned to generate solar power, except that plants with a capacity equal to or less than 10 kW are 
exempt from the new tax as well as existing municipal and education property taxes until January 1, 2023. This tax 
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does not impact property tax on the land underlying the fixtures and personal property of a plant. The tax is due 
to the Tax Department each year no later than April 15 and shall be deposited into the Education Fund. The 
Division of Property Valuation and Review will provide advice to listers on methods of valuing these plants for 
municipal purposes. The tax takes effect January 1, 2013. Act 127, secs. 1-4 and 6, enacting new secs. 32 V.S.A. §§ 
8701, §3802(17) and amending 32 V.S.A. § 5401(10)(J). 

Wind facilities: The threshold triggering a generation tax on wind facilities has been decreased from 5 
megawatts to 1 megawatt. This takes effect January 1, 2013. Act 127, sec. 5. 

Electric generating plants: The electric generating plant education property tax is repealed and the rate of the 
electric generating plant tax is increased to $0.0025 per kWh of electric energy produced. The rate increase is 
effective for electricity generated after July 1, 2012. The taxes had been imposed on generation tax since 2005 
(prior to that, they were imposed on net book value). Beginning July 1, 2012, the tax is imposed on energy 
produced in the preceding quarter rather than based on average production for sale in the three preceding years. 
Act 143, sec. 57, 58, repealing 32 V.S.A. § 5402a and amending 32 V.S.A. § 8661. 

 
Local Option Sales Tax 

Mobile homes: A resident of Vermont who purchased a mobile home after April 1, 2011, and before July 1, 2012 
to replace a mobile home that was damaged or destroyed as a result of flooding and storm damage caused by a 
federally declared disaster in Vermont in 2011 is not subject to local option sales tax with respect to that purchase, 
and the resident purchaser is entitled to a reimbursement of sales tax paid. The Tax Department will establish 
procedures for reimbursements. Act 143, sec. 55, session law. 

Rescinding local option tax: The voters of a municipality that has a local option tax may rescind that tax by a 
majority vote at an annual or special meeting warned for that purpose. Act 143, sec. 48, amending 24 V.S.A. § 138 
(g). 

 
Malt and Vinous Beverages 

Liquor license holders: The Department of Taxes may disclose to the Department of Liquor Control sales and 
use tax and meals and rooms tax account information of liquor license holders seeking renewal and new 
applicants. Act 143, sec. 4, amending 32 V.S.A. § 3102(e). 

Reporting beverages sold: Effective July 1, 2012, beer and wine bottlers and wholesalers are required to report 
to the Commissioner the description, quantity, and price of malt and vinous beverages sold to each retail dealer. 
The reports are due at the same time as bottler/wholesaler returns are due and must be in electronic format except 
that manufacturers or rectifiers of vinous beverages may submit reports of direct sales to retail dealers in non 
electronic format. Act 143, sec. 14, amending 7 V.S.A. § 421(c). 

 
Meals and Rooms Tax 

Rooms tax exemption: The exemption from tax for charges for rooms situated in and meals served at “a 
sanitorium, convalescent home or … home for the aged” has been replaced with more modern language. Now the 
rooms tax exemption extends to nursing homes, residential care homes, assisted living residences, homes for the 
terminally ill, therapeutic community residences and independent living facilities. Similarly, meals prepared and 
served by employees, volunteers, or contractors of any of these facilities are exempt from tax. The term 
“contractor” excludes restaurants (as defined in 32 V.S.A. § 9292(10)(D)(ii)(15)) when those meals are not 
otherwise available generally to residents of the facility. 
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“Independent living facility” means a congregate living environment, however named, for profit or 
otherwise, that meets the definitions of housing complexes for older persons as defined in 9 V.S.A. § 4503(b) and 
(c), or housing programs designed to meet the needs of individuals with a handicap or disability as defined in 32 
V.S.A. § 4501(2) and (3). Act 143, secs. 59-60, amending 32 V.S.A. § 9202(3), (10)(D)(ii) and (18). 

 
Petroleum Distributor Licensing Fee 

Motor vehicle exemption eliminated: Effective July 1, 2012, the imposition of the petroleum distributor 
licensing fee is limited to bulk retail sales of heating oil, kerosene, or other dyed diesel fuel sold in the state. The 
exemption for fuels used to propel a motor vehicle is eliminated. Act 143, sec. 1, amending 10 V.S.A. § 1942(b). 

 
Property Tax 

Increase in tax rates: Both the homestead and nonresidential education tax rates are increased two cents for 
fiscal year 2013 over fiscal year 2012. The homestead rate will be $0.89 and the nonresidential rate will be $1.38 per 
$100.00 of equalized property value. The homestead rate is further adjusted for district spending. The base 
education amount for fiscal year 2013 is $8,723. Act 143, secs. 38, 39, session law. 

Annual filing of homestead declarations: Beginning in 2013, homestead declarations are again required to be 
filed annually. A special 2013 transition provision allows the Commissioner to provide a remedy for a taxpayer 
who fails to file or files an inaccurate classification through no fault of the taxpayer. Act 143, sec.25, 25a, amending 
32 V.S.A. § 5410(b), session law. 

Condominium or planned community unit: Where common elements of a condominium or planned 
community unit cross town lines, a town other than the town in which the common elements are located may 
designate that portion of the common element within its boundaries as a parcel for property tax assessment 
purpose. This is an exception to the rule that no separate tax may be imposed against common elements where the 
developer has not reserved development rights. Act 143, sec. 33, amending 27A V.S.A. § 1-105. 

Unified towns and gores: The statute governing county taxes is amended to include the unified towns and 
gores of Essex County in addition to unorganized towns and gores. These are technical changes. Act 143, secs. 35, 
36, amending 32 V.S.A. § 4301. 

Veteran requirement changed: The requirement that a veteran had to have served in a war to be eligible for 
the $10,000 reduction of value from his or her residence was removed. Effective for claims made after January 1, 
2012, all otherwise qualifying veterans are eligible for this reduction in value. Act 111, amending 32 V.S.A. § 3802 
(11)(A). 
Reimbursement of education taxes: Municipalities that abated taxes assessed on property lost or destroyed 
due to the Irene or the May flooding could apply for reimbursement of education taxes. The abatement had to 
have been granted prior to April 15, 2012. Any municipality which demonstrated that, due to disruption to tax 
collections resulting from such flooding, it incurred unanticipated interest expenses on funds borrowed to make 
payments to the Education Fund is also eligible for reimbursement of the reasonable interest expense incurred. 
Act 67, session law. 

 
Property Tax Adjustments and Renter Rebates 
Last accepted date: Property tax adjustment and renter rebate claims continue to be due by April 15 each year, 
but the last date on which they will be accepted is moved from September 1 to October 15. The commissioner shall 
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notify municipalities of these late property tax adjustment claims on November 1. Act 143, sec. 27-29, amending 
32 V.S.A. §§ 6066a, 6968 and 6074. 

 
Confidentiality: Pursuant to court decision, property tax adjustment amounts are “confidential” information. 
This means that while property tax bills sent to property owners will show that amount of tax due from the owner 
(i.e., net of adjustment), bills and information given to others will show only the gross (pre-adjustment) amount of 
tax except that municipal officers and the commissioner may provide the information to the following persons: 

 
(1) An escrow agent, the owner of the property to which the adjustment applies, a town auditor, or a 
person hired by the town to serve as auditor; 
(2) A lawyer, including a paralegal or assistant of the lawyer, an employee or agent of a financial 
institution as that term is defined in 8 V.S.A. § 11101, an employee or agent of a credit union as that term 
is defined in 8 V.S.A. § 11101, a realtor, or certified public accountant as that term is defined in 26 V.S.A. § 
13(12), who represents that he or she has a need for the information as it pertains to a real estate 
transaction or to a client or customer relationship; and 
(3) Any other person as long as the taxpayer has filed a written consent to such disclosure with a 
municipality. Act 143, secs. 5 and 11, amending 32 V.S.A. § 3102 and§ 6066a(f). 

Sole proprietorships: Beginning with claim year 2013 (2012 Household Income), a claimant who has two or 
more businesses operating as sole proprietorships may net the loss of one sole proprietorship against the income 
of another sole proprietorship as long as the loss and gain are incurred in the same tax year. Act 143, sec. 10, 
amending 32 V.S.A. § 6061(5)(A). 

Household income: Health savings account deductions for self-employed individuals are added to the list of 
items excluded in determining household income effective for claims filed for 2013 and after. Act 143, sec. 26, 
amending 32 V.S.A. § 6061. 

Continuation of equalized housesite value: Property tax adjustments will continue to be limited to $500,000 
or less of equalized housesite value for claim year 2013 and after. (As originally enacted in 2010, the limitation 
was repealed for claims filed after January 1, 2013.) Act 143, sec. 31. 

Interest and dividend income: Beginning with claim year 2013 (2012 Household Income), interest and 
dividend income over $10,000 will continue to be counted twice in household income for claimants under age 65. 
Act 143, sec. 31a, amending 32 V.S.A. § 6061(5)(E). A similar provision without the age ceiling was repealed. Act 
143, secs. 31, 31a, amending 32 V.S.A. § 6061(5)(E). 

 
Maximum renter rebate: The maximum renter rebate is lowered from $8000 to $3000. This change is effective 
for rebates paid in 2013. Act 143, sec. 30, amending 32 V.S.A. § 6067. 

 
Property Transfer Tax 

Habitat for Humanity: A transfer in fee by a 501(c)(3) organization that has as its primary purpose the 
provision of housing to low income individuals is exempt if made concurrently with the transfer of an 
improvement located on the property. The intended beneficiaries of this exemption are transferees of housing 
from Habitat for Humanity. Act 143, sec. 24, amending 32 V.S.A. § 9603(23). 

Mobile homes: A resident of Vermont who purchased a mobile home after April 1, 2011, and before July 1, 2012, 
to replace a mobile home that was damaged or destroyed as a result of flooding and storm damage caused by a 
federally declared disaster in Vermont in 2011 is not subject to property transfer tax with respect to that purchase. 
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The resident purchaser is entitled to a reimbursement of property transfer tax paid. The Department of Taxes will 
establish procedures for reimbursements. Act 143, sec. 55, session law. 

 
Sales and Use Tax 

Mobile homes: A resident of Vermont who purchased a mobile home after April 1, 2011, and before July 1, 2012, 
to replace a mobile home that was damaged or destroyed as a result of flooding and storm damage caused by a 
federally declared disaster in Vermont in 2011 is not subject to sales tax with respect to that purchase. The resident 
purchaser is entitled to a reimbursement of sales tax paid. The Department will establish procedures for 
reimbursements. Act 143, sec. 55; session law. 

Manufacturing exemption: The manufacturing exemption has been expanded to include machinery used for 
secondary packaging if it is part of the same machine that performs the initial packaging and is part of an 
integrated process. Act 143, sec. 54, amending 32 V.S.A. § 9741(14). 

Specified digital products: The imposition of sales tax on specified digital products (music, books, movies, and 
ringtones) was amended to bring it into compliance with the Streamlined Sales and Use Tax Agreement, adding 
the phrase “regardless of whether for permanent use or less than permanent use and regardless of whether or not 
conditioned upon continued payment from the purchaser.” Act 143, sec. 50, amending 32 V.S.A. § 9771(8). 

Prewritten computer software: A temporary moratorium on enforcement of sales tax on prewritten computer 
software accessed remotely was enacted. Notwithstanding the law that imposes sales tax on such software, the tax 
will not be enforced for the period from January 1, 2007, to July 1, 2013, and timely and documented refunds may 
be requested. “Charges for remotely accessed software” means charges for the right to access and use prewritten 
software run on underlying infrastructure that is not managed or controlled by the consumer or a related 
company. Act 143, sec. 52, session law. 

Dental care: Toothbrushes, dental floss, and similar items of nominal value given by dentists and hygienists to 
patients during treatment are exempt from sales and use tax effective July 1, 2012. Act 143, sec. 54, amending 32 
V.S.A. § 9741(2). 

Motor vehicles: Natural gas used to propel a motor vehicle is subject to sales tax effective July 1, 2013, with the 
tax being allocated to the Transportation Fund. Act 153, sec.42, amending 32 V.S.A. § 9741(7). 

 
Tax Credits and Incentives 

Affordable housing: The amount that may be awarded to applicants for owner-occupied affordable housing 
tax credits is increased from $100,000 to $300,000 beginning in fiscal year 2013. This credit may be taken against 
individual income, corporate, franchise, or insurance premium tax liability. Act 143, sec. 21, amending 32 V.S.A. § 
5930u(g). 

Downtown expenditures: An additional one-time, refundable downtown credit of 10 percent of the qualified 
expenditures resulting from damage caused by a federally declared disaster in Vermont in 2011 may be awarded 
to qualified applicants to take against the individual income tax. The total available for tax credits under this 
section is $500,000. Act 143, sec. 22, 23. 32 V.S.A. § 5930bb(d), session law. 

Timely VEGI claims: Vermont Employment and Growth Incentive (VEGI) claims must be filed annually no 
later than the last day of April of each year of the utilization period. The law now clarifies that to be timely, all 
forms and workbooks must be completed and all underlying documentation must be filed with the Department. 
Act 143, sec. 18, amending 32 V.S.A. § 5930b(c)(9). 
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Tax Litigation 

Superior Court Decisions 

In Re: Appeal of the Town of Colchester 
Docket No. 0933-10 CnC (Civil Division, Chittenden Unit, January 28, 2011) 

The Chittenden Superior Court found that the Tax Department’s Division of Property Valuation and Review has 
authority to determine whether a property is tax exempt when calculating a municipality’s equalized education 
property value and coefficient of dispersion in connection with the statewide education property tax. The Court 
granted the State’s motion for summary judgment agreeing that the property at issue did not satisfy the 
requirements for exemption from property taxation pursuant to 32 V.S.A. §§ 3802(4) and 3832(2). 

 
Vermont Golf Association v. Dep't of Taxes 
Docket No. 567-7-10 Rdcv (Civil Division, Rutland Unit, April 29, 2011), Appeal Docketed, No. 2011-220 

The Vermont Golf Association, Inc., failed to collect and remit Vermont sales tax on golf tournament entry fees 
(taxable as "[a]dmission(s) to places of amusement" (now referred to as "places of entertainment")) under 32 V.S.A. 
§ 9771(4), and the use tax on tangible personal property purchased by the Association and used as supplies and 
prizes awarded in the tournaments under 32 V.S.A. § 9773(1). After an audit, the Commissioner of Taxes affirmed 
the Department's assessment of sales and use tax, and the Association appealed to the Superior Court. The 
Superior Court dismissed the appeal because the Association failed to "give security, approved by the 
Commissioner of Taxes, conditioned to pay the tax levied" before obtaining judicial review as required by 32 
V.S.A. § 9817(a). It held that post-audit collection and remittance of sales and use taxes is insufficient security for 
the purposes of obtaining judicial review and denied the Association's request for a stay of the commissioner's 
determination because the requirement that it give security before obtaining judicial review was not an "agency 
decision" subject to stay under V.R.C.P. 74(c). 

 
Alteris Renewables, Inc. v. Vermont Dep't of Taxes 
Docket No. S0208-11 Cnc (Civil division, Chittenden Unit, June 27, 2011) 

The Department issued Formal Ruling 2011-03, which held that stationary racks that hold photovoltaic modules at 
the Ferrisburgh Solar Farm are not used "directly and exclusively" in the solar electricity manufacturing process 
and therefore are not exempt as manufacturing machinery and equipment under 32 V.S.A. § 9741(14). The 
Department construed the exemption narrowly under In re Middlebury College Sales and Use Tax, 137 Vt. 28, 31 
(1979) and concluded the racks, which contain no moving parts, "operated" nothing and merely held the modules. 
The Court declined to adopt a narrow reading and held the racks operate with the modules (which are exempt) to 
complete or facilitate an integrated and synchronized system for electricity generation. Thus the Court reversed 
Formal Ruling 2011-03 and found there was an "active causal relationship" between the use of the racks, which 
hold the modules at an angle that maximizes their exposure to sunlight from a fixed position, and the  
manufacture of electricity, thus qualifying for the exemption under 32 V.S.A. § 9741(14). 

 
S.D. Ireland Concrete Construction Company v. Vermont Dep't of Taxes 
Docket No. 925-12-10 Wncv (Civil Division, Washington Unit, July 1, 2011) 

Taxpayers are contractors that constructed a parking garage for Fletcher Allen Health Care (FAHC), a 501(c)(3) 
nonprofit corporation, as part of its Renaissance Project. In order to avoid the certificate of need process, FAHC 
led BISHCA to believe that the parking garage would be constructed and owned by a for-profit independent third 
party and leased to FAHC. It presented the garage as a taxable project in the bid documents and related materials. 
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Accordingly the garage was bid as a taxable project and the contractors paid sales and use tax on the materials 
used in the construction. In reality, the third party was a wholly-owned subsidiary of the bank that financed the 
construction under a so-called “synthetic lease” arrangement designed to keep the cost of the project off of 
FAHC’s books. After FAHC’s attempts to avoid regulatory process with respect to the garage were discovered, 
the lease was amended to a traditional financing arrangement. Taxpayers sought a refund of the sales tax paid in 
the course of the project pursuant to 32 V.S.A. § 9743(4) which exempts sales of "materials and supplies" 
consumed in a building owned by a 501(c)(3). The Department denied a portion of the claim within the statute of 
limitations on the ground that the tax was not “erroneously” paid within the meaning of 32 V.S.A. § 9781. The 
Superior Court vacated and remanded on the grounds there was an insufficient basis on which to judge whether 
the Commissioner of Taxes was correct in his determination. After remand, the parties introduced no new 
evidence, and there was no hearing, and the Court determined the commissioner declined to address any of the 
issues described in the Court's initial decision. The commissioner denied the refund for a new reason, namely, 
Fletcher Allen had failed to obtain the necessary certificates of exemption from the sales tax, and the Taxpayers 
had failed to provide copies of the same to vendors prior to the sales. The Court vacated and remanded for a 
determination whether 1) the synthetic lease altered the taxability of the sales; 2) whether the sales and use taxes 
were paid erroneously; and 3) whether waiver or a similar doctrine forecloses a refund. 

 
Cohen v. Vermont Dep't of Taxes 
Docket No. 176-3-11 Wncv (Civil Division, Washington Unit, July 19, 2011) 

Taxpayers appealed a determination in which they were found liable for the "recapture" of VEGI credits taken by 
C&S Wholesale Grocers, Inc., a subchapter S corporation, that passed them through to Taxpayers who claimed 
them on their individual returns. The Commissioner of Taxes applied the statutory recapture provision as 
amended in 2003. Taxpayers argued that the 2003 amendments cannot be applied retroactively and that the 
original recapture provision of 1998 applied and triggered no recapture. The Court held that under 1 V.S.A. § 214 
(b)(1) and (2), dealing with the retroactivity of statutes, that the original, 1998 recapture provision applied, and 
vacated and remanded to the Commissioner of Taxes for a fact-based determination of whether the conditions for 
recapture were met under that provision. 
Cinema North Corp. v. Dep't of Taxes 
Docket No. 9-1-11 Rdcv (Civil Division, Rutland Unit, Decision, August 17, 2011, Entry, October 12, 2011) 

Appeal dismissed for failure of Taxpayer to give security before obtaining judicial review of a sales and use tax 
liability under 32 V.S.A. § 9817(a) and a meals tax liability under 32 V.S.A. § 9275. 

 
Town of Colchester v. Vermont Dep’t of Taxes, In Re: Appeal of Town of Colchester, Pace 
Vermont, Inc. v. Town of Colchester 
Docket Nos. S0861-10 CnS, S0933-10 CnC, S1524-10 CnC (Civil Division, Chittenden Unit, August 28, 2011) 

Upon allowing the property’s lessee to intervene and consolidate three related cases, the Court denied the lessee’s 
motion for summary judgment finding (again) that the State has subject matter jurisdiction to determine 
exemptions. 

 
World Publications, Inc. v. Vermont Dep’t of Taxes 
Docket No. 242-4-11 (Civil Division, Washington Unit, December 9, 2011) 

Court held that neither coupon books nor a shopping guide published by Taxpayer were component parts of a 
newspaper and therefore were not eligible for sales and use tax exemption. Holding that the appeal is controlled 
by Hannaford Bros. v. Vt. Dep’t of Taxes, 150 Vt. 6 (1988) and finding the differences between that case and 
Appellant’s negligible, the court affirmed the assessment of the Commissioner of Taxes. The Court noted that the 
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inserts were not “regular,” were sometimes distributed apart from the newspaper, have a different format than 
the newspaper, and are visually quite different from the newspaper itself. It concluded that the inserts are not an 
integral component of the newspaper but rather are advertising supplements that are functionally separate 
entities simply inserted into a newspaper. 

 
Cassano v. Dep’t of Taxes 
Docket No. 509-9-11 W4cv (Civil Division, Windsor Unit, January 5, 2012 

Superior Court affirmed small claims judgment in favor of Department, holding that it was not error for small 
claims court to exclude cumulative evidence that claimant’s accountant had properly prepared and submitted 
property tax adjustment claim. The Court had not based its decision of whether the claim was property filed but 
on the uncontroverted fact that the Department notified claimant that necessary information was missing from the 
claim but the claimant did not seek to provide it. 

 
Town of Colchester v. Vermont Dep’t of Taxes, In Re: Appeal of Town of Colchester, Pace 
Vermont, Inc. v. Town of Colchester 
Docket Nos. S0861-10 CnS, S0933-10 CnC, S1524-10 CnC (Civil Division, Chittenden Unit, April 4, 2012) 

The Court reiterated its prior rulings that the State has jurisdiction to determine whether a property is tax exempt 
when it makes decisions concerning equalization of municipal grand lists. In response to cross motions for 
summary judgment, the Court denied the motions and sought additional evidence on a number of questions. 

 
Champlain Housing Trust, Inc v. City of Burlington and Dep’t of Taxes 
Division of Property Valuation and Review, Docket No. S1392-10 Cnc (Civil Division, Chittenden Unit, April 5, 2012) 

Champlain Housing Trust, a charitable non-profit corporation, was denied property tax exemptions on six of its 
properties in the City of Burlington. It sought a declaratory judgment that properties were exempt under 32 
V.S.A. § 3802(4) because they met the standard for public use and charitable use. Either the Howard Center and 
Spectrum Youth and Family Services are involved in each of the properties in some way as a lessee, source of 
referrals, or a provider of services. The properties are used as group homes and shelters for the homeless. The 
Court held the properties met the three-part test for determining tax exempt "public use" set forth in American 
Museum of Fly Fishing, Inc. v. Town of Manchester, 151 Vt. 103 (1989) in that: they are dedicated to public use; they 
directly benefit an indefinite class of persons who are part of the public and confer a benefit on society; and they 
are owned and operated on a not-for-profit basis. 

In a subsequent Entry Order (June 19, 2012), the Court rejected a proposed final judgment order submitted by the 
City requiring the State to reimburse the City for refund amounts attributable to the State Education Tax Fund. 
The Court held that since it only ruled on the issue of exemption from the City's tax rolls and the Commissioner of 
Taxes was not a party, it would not enlarge the scope of the case to visit issues of indemnity and refund which 
were not addressed before the April 5 judgment was entered. 

 
In re: Appeal of the Town of Greensboro 
Docket No. 96-5-11 Oscv (Civil Division, Orleans Unit, May 7, 2012) 

In an appeal by the Town of Greensboro of its equalized education property value and coefficient of dispersion, 
the Court denied the State’s motion for summary judgment on the issue of whether a particular sale should be 
excluded from the equalization study, finding enough of a dispute as to which material facts control the outcome 
of the case to allow the case to proceed. However, the Court granted the State’s motion for summary judgment 
with regard to the town’s challenge to the State’s method for determining outlier ratios. 
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Hughes v. Dep't. of Taxes 
Docket No. 765-12-11 Wncv (Civil Division, Washington Unit, May 23, 2012) 

Taxpayer applied for property tax adjustment payments on his homestead. Taxpayer lives in one half of a duplex 
jointly owned with his sister; the sister neither occupies nor rents out the unit allocated for her use. The 
Department reduced Taxpayer's ownership interest to 50% pursuant to 32 V.S.A. § 6062(c), which provides that 
when homestead is owned by two or more persons as joint tenants, and one of those is not a member of the 
household, then the property tax used to calculate the rebate is the same as the percentage of the claimant's 
ownership; and § 6062(d), which provides that when a taxpayer lives in a multi-unit building, the property tax on 
the homestead is calculated in proportion to the homestead's relation to the whole building. Net effect for 
Taxpayer is that the property tax for rebate purposes was 25% of the total property tax for the entire duplex. The 
Court observed in footnote that the result could be avoided by reorganizing ownership of the duplex into two 
separately owned condominium units, allowing Taxpayer to claim 100% of property tax on his unit. The Court 
affirmed the Commissioner’s Determination. 

 
K.S. Barclay & Co. v. Dep't. of Taxes 
Docket No. 488-8-11 Wncv (Civil Division, Washington Unit, May 16, 2012) 

A family partnership was assessed property transfer tax on two transfers of real property to the partnership. The 
first was a transfer from the family trust, the second was a transfer from a family member. Taxpayer claimed the 
transactions are exempt as transfers between family members and for transfers "in trust... to the extent of benefit  
to the donor" or family members (32 V.S.A. § 9603(5)). Taxpayer also claimed that it carries on no business and 
pays no taxes, it is only a "nominee" for the actual owners, and that no change in ownership occurred. The 
Commissioner of Taxes upheld the assessment and determined that section 9603(5) exemption did not apply 
because it is available only for transfers between immediate family members either by direct transfer or transfer  
by means of a trust, but does not extend to intra-family transfers by means of a partnership; the commissioner  
also determined that legal titled passed. The Superior Court reversed, relying on Weatherbee v. State, 132 Vt. 165 
(1974), which held that the Department cannot focus on labels under § 9603 but must focus on the substance of the 
transaction. The Court held the commissioner was "being overly mechanical" and that the partnership here 
satisfied the definition of a trust. 

 
Virkstis v. Vermont Dep’t of Taxes 
Docket number 531-12-11 WmSc (Civil Division, Windham Unit, May 29, 2012) 

The Court held that the Department was estopped from denying claimant’s property tax adjustment claim as not 
timely filed even though the claim was incomplete and claimant never filed an income statement. This was the 
first year that claimant filed the claim online and the Department’s computer-generated acknowledgement of the 
claim led claimant to believe it was accepted as filed. The Court rejected the Department’s argument that claimant 
was on notice that the claim had not been granted because the adjustment was not reflected on the claimant’s tax 
bill which was issued in time for claimant to complete a timely claim. 

 
Travia's,  Inc. v. Dep't. of Taxes 
Docket No. S0918-11 CnC (Civil Division, Chittenden Unit, September 18, 2012) (Appeal Docketed, Vt. Supreme 
Court) 

Taxpayer is an S Corporation that operates a bar. It was assessed additional meals and alcohol tax. One hundred 
percent shareholders were assessed additional personal income tax, and personal liability for meals and alcohol 
taxes. Taxpayer's records were not in good order, and a random sampling of three years’ worth of cash register 
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tapes were hand altered to show lower receipts. The Department auditor calculated additional taxes due by 
obtaining sales records from Taxpayer's vendors and using Taxpayer's drink prices to determine additional 
income from sales. Court held that Department had authority to estimate sales even when records were available 
when records are insufficient and unreliable; and that when a taxpayer's recordkeeping is faulty, exactness is not 
required in an audit and that auditor's method of calculation in this case was reasonable. Court affirmed 
Commissioner’s Determination. 

 
Quazzo v. Dep’t of Taxes 
Docket No. 737-12-11 Wrcv (Civil Division, Windsor Unit, November 19, 2012) 

Court issued entry order asking parties for additional memoranda on burden of proof in a domicile case. 
 

Harwell v. Commissioner, Dep’t of Taxes 
Docket No. 567-9-12 Wrcv (Civil Division, Windsor Unit, November 30, 2012) 

Court granted the Department’s motion to dismiss claim by Plaintiff seeking judicial review of Vermont’s 
education property tax. Plaintiff complained that classification of properties into homestead and nonresidential 
for tax rate purposes violated various constitutional provisions by treating nonresidents less favorably than 
residents. Since Plaintiff had not yet been taxed at the nonresidential rate (he occupied his home as a homestead 
through April 1, 2012), his case was not ripe. 

 
 

Vermont Supreme Court Decisions 

Vermont Golf Association v. Dep't. of Taxes 
2012 VT 68 (Vt. Supreme Court, August 10, 2012) 

The Supreme Court affirmed the Superior Court’s dismissal of a sale and use tax appeal where Taxpayer failed to 
give security or pay the tax under 32 V.S.A. § 9817(a), holding that: (1) in order to pursue an appeal, § 9817(a) 
requires taxpayers to “give security, approved by the Commissioner of Taxes, conditioned to pay the tax levied”; 
and (2) post-audit remittance of taxes is insufficient to obtain judicial review because the statute requires security 
in the amount of the deficiency. 

 
World Publications, Inc. v. Dep't. of Taxes 
2012 VT 78 (Vt. Supreme Court, November 2, 2012) 

Court affirmed Commissioner's Determination upholding assessment of sales and use taxes on advertising inserts 
(coupon books) published by Taxpayers. Court affirmed that coupon books were not "component parts" of 
newspapers exempt from sales and use tax under the newspaper exemption at 32 V.S.A. § 9741(15). They are 
different in size, format, and distribution; they are separately prepared and printed and not part of the print run 
of the newspaper; they consist solely of advertising with no content and do not typically command their own 
following; and they are not separately indexed sections of the paper. 
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Federal District Court Decision 

Entergy Nuclear Vermont Yankee, LLC v. Shumlin 
Case No. 5:12-cv-206 (U.S. District Court, D. Vt., October 25, 2012) 

The Federal Court dismissed Taxpayer's complaint for declaratory and injunctive relief challenging Vermont's 
Electrical Energy Tax. Court held it lacked subject matter jurisdiction because the Tax Injunction Act, 28 U.S.C. § 
1341, prohibits federal courts from enjoining collection of state taxes where, as here, the party challenging the tax 
has a "plain, speedy and efficient remedy" in state court. The Court ruled that 1) the Electrical Energy Tax is in fact 
a tax for raising revenue for a public purpose and not for achieving an explicit regulatory or punitive purpose;  
and 2) Vermont statutes provide adequate state remedy through the administrative appeals process. 
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Formal Rulings 
Redacted Formal Rulings may be found on the Department of Taxes website at www.tax.vermont.gov. 

 
2011- 01 
A company markets items exclusively through independent distributors and provides “hostess dollars” to 
distributors that hold sales events in their homes. These dollars are exchanged for the company’s products. For 
purposes of the Vermont sales tax, the hostess dollars are part of the consideration given for the products, and the 
sales tax is due on the gross price of the product sold, not on the price reduced by the value of the hostess dollars. 
“Sales price” means “the total amount of consideration, including cash, credit, property, and services, for which 
personal property or services are sold, leased, or rented, valued in money, whether received in money or 
otherwise…” See 32 V.S.A. § 9701(4)(A). 

 
2011-02 
This ruling addresses the tax consequences of a lease swap between town and school district, specifically whether 
the properties will be exempt from education property tax after the swap. The town will lease eight acres of 
unimproved land from the school district and build a police facility on a portion of the land. The school district 
will lease an existing town building for the purpose of housing the district’s administrative offices. Both leases are 
“substantially in perpetuity” and therefore will be listed as real estate to the lessee. 32 V.S.A. § 3610(e). Based on 
the limited facts provided, the portion of the eight acres to be used for the police facility appears to satisfy the 
Vermont Supreme Court’s public use test as set forth in American Museum of Fly Fishing, Inc. v. Manchester, 151 Vt. 
103 (1989) as follows: the property must be unconditionally dedicated to a public use; the property will benefit an 
indefinite class of persons (the citizens and visitors of the town) and as a result will benefit society; and the 
property will be owned and operated on a not-for-profit basis and therefore will be exempt from education 
property tax. To be treated as tax exempt the school district must use the property for an educational purpose, not 
a commercial purpose.  32 V.S.A. § 3802(4). 

 
2011-03 
Reversed by Alteris Renewables, Inc. v. Vermont Dep’t of Taxes, Docket No. S0208-11 CnC, (Superior Court, 
Chittenden Unit, Civil Division, June 27, 2011.) 

 
2011-04 
A product characterized by the requester as a “mental clarity dietary supplement in liquid form,” which contains 
vitamins and is ingested orally, is exempt from sales tax because it meets the three definitional requirements of a 
dietary supplement. Specifically, the requirements are as follows: 1) it contains one or more of certain dietary 
ingredients including vitamins; 2) it is intended for ingestion in tablet, capsule, powder, soft gel, or liquid form or, 
if not intended for ingestion in such form, is not represented as conventional food and is not represented for use  
as a sole item of a meal or of the diet; and 3) it is required to be labeled as a dietary supplement, identifiable by the 
“supplemental facts” box found on the label and as required pursuant to 21 C.F.R. § 101.36. 

 
2011-05 
Energy efficient light fixtures specifically engineered and designed for dairy barn application, used to increase 
daylight-equivalent and thereby increase milk production, are not exempt from sales tax. These lights may be 
used on a timer to provide the equivalent of 16 to 18 hours of daylight for dairy cows, followed by six to eight 
hours of dim lighting, simulating long days. A study shows a possible increase in milk production with the 
proper use of these lights. The advertising also cites the safety benefits of good lighting. Vermont sales tax law 
exempts “agricultural machinery and equipment for use and consumption directly and exclusively, except for 
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isolated or occasional uses, in the production for sale of tangible personal property on farms.” 32 V.S.A. § 9741 
(25). Under this exemption, other uses are “not isolated or occasional if they total more than four percent of the 
time the equipment is operated.” While the lighting possibly increases milk production, the lights are providing 
general barn lighting all the time they are on. Therefore, the lights are not used directly and exclusively for milk 
production. 

 
2011-06 
Sales tax is due on a “layaway” sale when the buyer takes title and possession of the item. The nonrefundable 5 
percent layaway fee is not part of the sales price charged for tangible personal property since it is retained by the 
seller regardless of whether the sale is consummated and regardless of whether the customer takes delivery of the 
item. If it were refundable, the fee would be part of the total amount of consideration charged for the item, since it 
would not be excluded under the definition of “sales price” in 32 V.S.A. § 9701(4). With regard to a partial 
payment sale, there is no “sales price” until the time at which the customer identifies the item to be purchased and 
asks to schedule delivery. As a result, no sales tax obligation arises on a partial sale until the time at which the 
sales price is known and charged. 

 
2011-07 
Taxpayer provides cell phone service to subscribers and for an additional charge provides an enhanced service 
plan that includes, among other items, phone replacement. The enhanced service plan is subject to Vermont sales 
tax. If a subscriber damages a cell phone, taxpayer’s administrator will replace the phone at no charge. If the 
subscriber’s phone is lost or stolen, the subscriber must pay a $100 deductible to obtain a replacement phone. 
Because the subscriber has paid a fee subject to the Vermont sales tax for the right to receive the replacement 
phone, there is no use tax due on the transfer of that replacement phone from inventory to the subscriber. 
However, where the phone has been lost or stolen, the $100 payment is subject to sales tax under the definition of 
“sales price” since it is the amount paid for the replacement phone. 32 V.S.A. § 9701(4). Taxpayer’s acquisition of 
phones for its inventory are purchases for resale and are not subject to the sales or use tax because a portion of a 
subscriber’s monthly fee is for participation in the phone replacement program. That payment is part of the 
purchase price of the original phone and replacement phones supplied under the agreement. 

 
2011-08 
The holding period of a taxpayer for land gains tax purposes begins on the day after the date of purchase of the 
real property, not on the day an option to purchase the property was acquired. In most cases when property is 
acquired in a nonrecognition transaction, federal law allows the transferee to aggregate or tack the transferor’s 
holding periods with his own. Under the Internal Revenue Code, however, the holding period of an option to 
purchase real property is unrelated to the holding period of the realty purchased when that option is exercised, 
and the two holding periods may not be tacked. Where a transfer of the option contract itself is at issue, the 
holding periods of the original option and any amendments to the option may be tacked under federal rules 
under the following circumstances: (1) as long as the original option has not expired at the time of the 
amendment; and (2) the amended option relates to the same real property. The option holding period may not be 
tacked to the real property holding period. 

 
2011-09 
This ruling answers several questions on application of Vermont sales and use tax to a discounted phone 
purchasing program. (1) Sales tax is due on the monthly wireless service fee charged by provider to its customer 
(except on the portion of that fee that is properly allocable to internet service) without reducing the fee by the 
value of loyalty points that have been accrued by the customer. (2) Loyalty points in this instance are accrued by 
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customers over time and can be exchanged for discounted new phones, discounts on accessories, and certain 
other goods and services. They entitle a customer to a future discount, but accruing points does not affect the 
amount of the customer’s monthly wireless service fee. When loyalty points are exchanged for discounted 
tangible personal property, sales tax is due on the net amount charged to the customer. (3) Use tax is not due on 
the difference between the full retail price and the discounted price paid by a customer when the customer 
exchanges loyalty points for discounted tangible personal property. This is because loyalty points are earned by 
customers after the customers have paid wireless service fees, and therefore, the provider received no additional 
consideration in exchange for providing the discounted tangible personal property to the customer. This is 
different from contractual enticements that provide discounted goods as an incentive to sign long term contracts. 
In those cases, the customer’s entering into a long-term contract is an additional consideration, and the price paid 
for a discounted item is not its total sales price. (4) A customer may buy a phone for a discounted price sooner 
than otherwise permitted under the plan by redeeming loyalty points for the privilege. This acceleration of the 
right to purchase at a discount is not taxable. (5) Sales tax is due on the net amount paid when a subscriber 
receives a discount for automatically paying online and accepting paperless billing. 

 
2011-10 
For a subscription fee, customers may access and manipulate data gathered, analyzed, and formatted by the 
taxpayer regarding the financial conditions of businesses. The core service allows customers Web access to search 
and create customizable reports of various data. For an increased annual subscription fee, a customer may 
purchase an upgraded data package which provides access to enhanced financial and corporate data, enhanced 
analytics, or enhanced trade information. For a separate additional fee, a customer may purchase “workflow add- 
ons” as follows: (1) a decision-making tool whereby the customer establishes rule and approval limits to automate 
credit decisions; (2) an account manager that creates risk compilation of customer’s customer base when customer 
loads a set of accounts and rules to trigger labeling; (3) a collection tool that provides workflow information to aid 
collection after customer loads in invoice details; (4) online credit application; and (5) web services that allow data 
to be passed back and forth between the taxpayer and the customer. Based on descriptions provided by the 
taxpayer, its core services and upgraded data packages appear to be information services and not prewritten 
software or other forms of taxable tangible personal property. Therefore, they are not subject to Vermont sales and 
use tax. Description of the workflow add-ons is insufficient to allow determination of whether these are 
prewritten computer software usable with the customer’s own data or an electronic information service. 

 
2011-11 
Taxpayer provides a wide range of services to customers involving health and medical records, including 
locating, scanning, copying, storing, mailing, and notarizing the records. These activities are services and not 
subject to Vermont’s sales tax, with the exception of the provision of paper copies, which constitutes taxable sales 
of tangible personal property. Purchase of the scanners and laptop computers used to make copies of records may 
be exempt from sales and use tax as manufacturing equipment if 96 percent or more of their use is to produce 
hard copies of the documents retrieved. 

 
2011-12 
A company leased equipment to a customer under an irrevocable contract and correctly collected and remitted 
sales tax on the lease payments received. The customer defaulted on the lease, leaving a deficiency balance, which 
the company charged off as bad debt. If the company receives a portion of the deficiency pursuant to a court 
award or third party guarantor payment, or both, the structure of the award or payment will determine the 
amount of any sales tax due on those proceeds. The company would owe sales tax on any portion of the award or 
payment which is identified as recovery of the present value of future rental payments. If no portion of the award 
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or payment is so identified, then the recovery would be allocated pro rata among reimbursement of the present 
value of the future rental payments and all other costs of default. The portion allocable to the future rent amount 
would be subject to sales tax. 

 
The same company sometimes finances items a customer obtained from a third party by directly paying the third 
party and receiving payments from the customer over a period of time. Assuming the company treated its 
payment to the vendor as an exempt purchase for resale, the company correctly remitted sales tax on the entire 
sales price when the item was delivered to the company’s customer. When the customer defaulted on the 
financing payments, the company took possession of the property and sold it to an unrelated party, collecting and 
remitting sales tax on the entire sales price in that second sale. Since the company remitted the full sales tax on 
both sales, there is no further sales tax due to Vermont, regardless of any amount the company might 
subsequently recover from a court or guarantor. 

 
2011-13 
The requester is a limited liability company (LLC) and is involved in a joint venture between two 501(c)(3) 
organizations. All of the company’s activities will be in furtherance of the tax-exempt purposes of the two owner 
organizations. Vermont tax law exempts from sales and use tax organizations which qualify for exempt status 
under the provisions of 26 U.S.C. § 501(c)(3) if the organization first obtains a certificate from the Commissioner of 
Taxes stating that it is entitled to the exemption. 32 V.S.A. § 9743. Under this law the commissioner shall issue a 
certificate to an organization that has received a federal certification of 501(c)(3) status and may issue a certificate 
to any other qualified organization. The company has not applied to the Internal Revenue Service for certification 
as a 501(c)(3) organization. The question of whether an organization is qualified under federal law can be a 
straightforward inquiry if the entity is a simple organization with an easily identified purpose. However, the issue 
of 501(c)(3) qualification of limited liability companies has not been widely addressed by the courts and involves 
legal judgments regarding federal qualification which only the IRS can make, including whether the relatively 
undefined “integral part doctrine” might apply. Consequently, the commissioner declines to issue an exemption 
certificate to the LLC unless the LLC first obtains IRS certification. 

 
2011-14 
Taxpayer is a manufacturer, wholesaler, and distributor of flavored peanuts that also sells its product at retail 
through the internet and ships directly to customers. With respect to its retail sales, taxpayer is not required to 
collect sales tax from its customers because the sales tax does not apply to food. 32 V.S.A. § 9741(13). Nor is 
taxpayer required to collect meals tax on its retail sales. Some food sales are subject to meals tax, but generally the 
tax applies to restaurant meals and certain non-prepackaged foods unless they are sold in bulk as grocery or 
bakery items. 32 V.S.A. § 9202(10)(A), (B), (D). Taxpayer’s wholesale sales to a restaurant would not be subject to 
sales or meals tax, so taxpayer does not need to obtain a sale-for–resale certificate. However, if a restaurant were 
to sell the canisters of peanuts at the restaurant from a snack display at the cash register, those sales would be 
subject to meals tax. 

 
2011-15 
No sales tax applies to martial arts lessons where the sole business is providing instruction and there is no charge 
for admission and no equipment is provided except equipment used during instruction. The Vermont sales tax is 
charged on admission to places of amusement, including the admission charge to athletic and fitness facilities. 
However, a charge for instruction is not subject to the tax. 
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2012-01 
An all-terrain vehicle used to haul equipment to and from maple trees in a sugaring business does not qualify as 
machinery directly used in the production of farm product for sales and is therefore, not exempt from sales tax. 
Although a farm includes an enterprise that produces maple syrup for sale, machinery and equipment used prior 
to and after the actual production, including machinery and equipment used to convey or transport prior to its 
use in the actual agricultural operation, is not exempt. See Reg. § 1.9741(25)-5(1). 

 
2012-02 
Corporation, through its website, provides subscribers with the following:  weekly weight-loss presentations 
about diet and exercise; interactive functions for the subscriber, such as tracking weight loss and writing a journal 
with review of the journal by corporation’s personnel; and access to information such as a calorie database and 
recipes. (1) If the weight-loss presentations are live, they are not tangible personal property and not subject to 
sales tax. If they are recorded, they are digital audio visual works which are subject to sales tax, 32 V.S.A. § 9701 
(46), unless they qualify as exempt under “bundled transaction” rules. (2) The interactive functions of tracking 
weight loss and journaling are nontaxable services provided by Corporation’s personnel unless the subscriber is 
granted a license or similar right to use the corporation’s prewritten software. Such license would be subject to tax 
unless it qualifies as exempt under the bundled transaction rules. 32 V.S.A. § 9701(7). Under legislation enacted in 
2012, if Corporation does charge its customer for prewritten software accessed for use through software run on 
underlying infrastructure that is not managed or controlled by the customer, or by Corporation, or by a related 
company, the Department will not assess sales or use tax on such charges made after December 31, 2006, and 
before July 1, 2013. (3) Merely providing access to a calorie database, recipes, and similar items is a nontaxable 
information service. However, if the information is in the form of a digital audio-visual work, digital audio work, 
or digital book, the charge is subject to sales tax. The ruling also lays out certain rules on “bundled transactions” 
that may apply to Corporation’s sales. 

 
2012-03 
A product developed and sold to hospitals for use in combination with autologous bone marrow in bone fracture 
repair surgeries that becomes part of bone structure is exempt from sales tax as a prosthetic device. It both 
replaces missing bone and supports bone that is weak or deformed as the result of injury. 32 V.S.A. §§ 9741(2), 
(35). 

 
2012-04 
The sale of ring bolts that are embedded into poured concrete foundations which support wind towers are subject 
to sales tax. The rings, which are approximately 13 feet in diameter, secure steel anchor rods that connect the 
tower to the concrete foundation, which is real property. As used in this project, the anchor bolt rings are not 
machinery and equipment, and they are not used directly in the manufacturing process. 32 V.S.A. § 9741(14) 
(manufacturing exemption). Once the rings are embedded in the concrete, they form an integral part of the real 
property; structural components are not machinery and equipment. Reg. § 1.9741(14)-2. Moreover, the rings do 
not satisfy the direct use requirement of the manufacturing exemption as follows: 1) they are not active and do 
not cause production; 2) they do not operate with the general assembly and do not complete or facilitate the 
integrated production system which changes wind into electricity; 3) they are not machinery that guarantees the 
integrity or quality of the electricity produced; and 4) the foundations are not in physical proximity to the process 
in the generating assembly that produces the electricity. 32 V.S.A. § Reg. § 1.9741(14)-4(B)(1), (2). 
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2012-05 
Concrete foundations used to support wind towers are not machinery and equipment and are not used directly in 
the manufacturing process, and the articles used to construct them are used to construct real property. Therefore, 
they do not qualify for the sales tax exemption for manufacturing equipment. 

 
2012-06 
A municipal housing authority and an exempt organization, which provides housing to low income residents, co- 
own a property in a joint venture to provide low-income housing opportunities. They also co-own a limited 
liability company (LLC) that is not a 501(c)(3) exempt organization. Transfer of the co-owned property to the LLC 
for financial and operational reasons would not be exempt from property transfer tax. There will be no 
consideration other than the assumption by the LLC of the debt associated with the property. When transfers are 
for nominal consideration, the taxable value is the fair market value. The exemption of transfers made to 
organizations qualifying under section 501(c)(3) of the Internal Revenue Code or to a wholly-owned subsidiary 
corporation of such an organization, provided one of the stated purposes of the transferee is to acquire property 
in order to preserve housing for low income families, does not apply. 32 V.S.A. § 9603(20). First, the LLC is not a 
501(c)(3) organization. Second, the LLC is not a wholly owned subsidiary of the 501(c)(3) organization because it 
has two owners and one of the owners, the housing authority, would not qualify for 501(c)(3) status. 

 
2012-07 
The distribution of an interest in property by an LLC to a single-member LLC and the transfer by the single- 
member LLC in a like-kind exchange will both be exempt from Vermont’s land gains tax. With respect to the first 
transfer, LLC acquired the property in 2002 and so its holding period exceeds six years. Moreover, there will be no 
consideration for that transfer—which is to transfer a one-sixth tenancy in common in the property to a single- 
member LLC, the single member of which will be the taxpayer. Because there will be no consideration for this 
transfer, the holding period of the LLC will be tacked to the holding period of the single-member LLC. In the 
second transfer, the single-member LLC will exchange its one-sixth interest for property located outside of 
Vermont in a like-kind exchange with no money distribution to the single-member LLC. The land gains tax 
applies to any “sale or exchange of land” and would apply here except that the holding period of the single- 
member LLC will be greater than six years, due to tacking. The ruling also notes the existence of an option 
contract and its potential to nullify the proposed transfers or alter their tax treatment. 

 
2012-08 
A vendor may require its customers to pay sales tax if the customer does not present an exemption certificate at 
the time of sale. Alternatively, the vendor may allow the customer to make the purchase without paying sales tax 
and allow the customer 90 days to produce the exemption certificate. If a vendor collects the tax at time of sale, it 
may offer to refund the tax if a certificate is presented within 90 days after the sale. Alternatively, it may instead 
require the customer to file its request for refund of the tax with the Department of Taxes no matter how long 
after the sale the certificate is presented (up to the three-year statute of limitations on refunds). If the vendor 
refunds sales tax to a customer up to 90 days after a sale, vendor may make a credit adjustment to its monthly 
sales tax return and explain the reason for the credit adjustment to the Department. If the vendor does not collect 
sales tax at the time of sale and does not obtain an exemption certificate from the customer, vendor will become 
liable for the sales tax. If the Department discovers that vendor has made an untaxed sale and failed to obtain the 
exemption certificate, the Department may request substantiation that the sale was exempt. 

 
2012-09 
If an airline contracts for a block of rooms for 30 days or more, it may qualify for the “permanent resident” 
exemption from rooms tax. The airline must pay for and use, possess, or have the right to use or possess a room in 
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the hotel during the prior 30 consecutive days. The airline, and not the employees, must pay for the rooms and the 
30 days must be consecutive; the airline may not combine concurrent rentals of two or more rooms on the same 
days. A room would only be exempt from the first day if rented pursuant to a pre-existing true lease. In this case, 
the first 30 days remain subject to tax, but if the rental continues, the 31st day and any following consecutive days 
will be fully exempt from rooms tax. The occupancy need not be in the same room as long as the airline pays for 
and uses or has the right to use some room for 30 consecutive days. It is immaterial that different crew members 
may use the airline’s room during the rental period. 

 
2012-10 
Use of diesel fuel in mobile paper shredding units as part of a document and media destruction business is not 
exempt from sales and use tax as fuel used in manufacturing. The byproduct of the business’s service is shredded 
paper, which the business sells to paper mills for their use in producing facial tissue and other paper products. 
Fuel used in manufacturing is exempt under 32 V.S.A. § 9741(34). The Vermont Supreme Court has construed 
“manufacture” as the process of “transforming raw materials into an altered form for use” and held that the 
cutting of meat, poultry, and fish into smaller pieces was not sufficient to qualify as manufacturing. Even if 
shredding paper qualified as manufacturing, taxpayer is not primarily dedicated to that activity, but rather 
performs a number of other services. The suggestion that paper shredding is part of a larger series of 
manufacturing activities because it is ultimately used by other businesses in their manufacturing processes 
requires a very broad reading of the exemption that would qualify any supplier that prepared raw material before 
supplying it to a manufacturer as part of the manufacturing process. This would contravene the definition of 
“manufacturing” and run afoul of the rule of construction that requires tax exemptions to be construed narrowly. 
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Technical Bulletins 
TB-58 Application of Sales and Use Tax to Property Sold as Part of a Service Transaction, 
Service Contracts and Warranties 
Except as specifically enumerated, the Vermont sales tax is not imposed on services.  When a service provider 
uses tangible personal property to perform a service, use tax is due from the service provider if the provider did 
not pay a sales tax when the property was purchased. To purchase items tax free, the provider must provide the 
vendor with an exemption certificate claiming the resale exemption. When the provider charges the customer for 
parts (or other items) used in servicing personal property the provider must collect sales tax from the customer in 
one of two ways. The service provider may separate the charges for labor from the charges for the parts and 
collect sales tax on only the parts (unless labor necessary for the sale of a product is considered a part of the sale 
price of the item). Alternatively, if the parts are the focus of a transaction which is offered for a fixed price (e.g., an 
oil and filter change) that includes both labor and replacement parts, sales tax should be charged on the total. 

 
The sale of a service contract to provide labor only for the repair of personal property is not subject to tax, but any 
parts sold in the performance of such service contracts are subject to the sales tax. If the service provider uses 
parts from inventory and does not charge the customer, those parts are subject to use tax. Similarly, labor-only 
warranties are not subject to the sales tax, but if the customer is charged for property used in performing labor, 
sales tax is due and if the customer is not charged for parts, the service provider owes use tax when the parts are 
used to fulfill the warranty. Organizations that are exempt from sales tax are not subject to tax when purchasing a 
service contract or warranty. 

 
Service contracts for labor to be performed on real property are not subject to the sales tax but the contractor must 
pay use tax on the personal property incorporated into the real property. 
Out-of-state service providers are subject to the sales tax in the same way as are in-state providers. 

 
TB-59 Unrelated Business Income of Exempt Corporations 
An exempt (nonprofit) organization that has activities in Vermont is required to report unrelated business income 
to Vermont if subject to federal filing requirements. The requirement to report and pay tax is triggered by receipt 
of unrelated business income of $1,000 or more. Unrelated business income is income from a trade or business, 
regularly carried on, that is not substantially related to the performance by the organization of its exempt purpose 
or function except that the organization needs the profits derived from this activity. The unrelated business 
income reported on Line 34 of the federal 990-T is reported as taxable income on Line 1 of the Vermont Form CO- 
411 or CO-411U. Net income is subject to apportionment where some of the exempt organization’s income is 
derived from out-of-state activities. Interest is not included in the calculation of net taxable income for non-profits, 
and interest from U.S. Government obligations is not included in the calculation of Line 1 income. 

 
TB-60 Taxation of Gain on the Sale of Capital Assets 
Vermont tax treatment of adjusted net capital gain income changed for income received in 2011. The change 
allows individuals to reduce taxable income by either (1) the first $5,000 of adjusted net capital gain income  
or (2) 40 percent of adjusted net capital gain income from the sale of assets held by the taxpayer for more than 
three years, except from the sale of any primary or non-primary residences, depreciable personal property other 
than farm property or standing timber, and certain stocks or bonds. This law only affects adjusted net capital gain 
income as defined in Section 1(h) of the Internal Revenue Code. Capital gain income that does not fall within that 
definition is not accorded favorable treatment. 
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A. Real Estate. The 40 percent exclusion extends to all real estate owned more than three years except primary or 
non-primary residences. Real estate is considered a primary or non-primary residence if it used for personal 
purposes for more than the greater of 14 days by the taxpayer or 10 percent of the total rental days it is rented to 
others at a fair rental price. If a parcel contains both qualifying and residential real estate, the gain must be 
allocated between the two. Allocation may also be required when there is a home office. 

 
B. Depreciable Personal Property. Adjusted net capital gain from the sale of depreciable personal property is only 
eligible for the 40 percent exclusion if it is farm property, which is tangible property used to generate farm 
income. Livestock used for draft, breeding, or dairy purposes qualifies, as does standing timber. Trade fixtures, 
business equipment, construction, road building or logging equipment, and motorized vehicles are not qualified. 

 
C. Stocks or Bonds Publicly Traded on an Exchange; Financial Instruments. Adjusted net capital gain on the sale 
of publicly traded stocks and bonds and all other financial instruments does not qualify for the 40 percent 
exclusion. Taxpayers claiming an exclusion of adjusted net capital gain must file Schedule IN-153 and provide 
details regarding the source of the gain as requested. 

 
 

TB-61 Entertainment Charges by Section 501(c)(3) Organizations 
Organizations that qualify for exempt status under Section 501(c)(3) of the Internal Revenue Code must collect 
sales taxes when they charge for admission to a live performance if their gross sales of entertainment charges in 
the prior calendar year exceeded $50,000. The exempt organization is responsible for keeping a record of its sales 
and determining whether its gross sales in the prior year exceeded $50,000. Sales by a ticket seller on behalf of the 
organization and the organization’s own direct sales must be included in determining whether the $50,000 
threshold has been met. Where an organization owns or controls a performance venue that it leases to another 
organization, it is not required to include ticket sales from the lessee in its calculation of gross sales, but the lessee 
must collect taxes on ticket sales if its gross sales exceed $50,000. If the ticket seller obtains a certification from the 
exempt organization stating that its gross sales in the prior year did not exceed $50,000, then the ticket seller may 
sell tickets to the organization’s performance without charging sales tax. When two exempt organizations work 
together in presenting a performance and one of them is below the $50,000 prior year threshold and one is above, 
the organizations can agree to collect tax and include the receipts in the second organization’s receipts (the 
number based on the second organization’s taxable status), or they can choose not to collect the tax (based on the 
exempt status of the first organization) and include the sales receipts in the first organization’s receipts. Several 
examples are provided in the technical bulletin. 

 
 

TB-62 Guide Services and Rental of Recreational Equipment 
Vermont sales tax applies to “admission to places of amusement” which is defined broadly to apply to any place 
where facilities for entertainment, recreation or sports are provided. This can apply to outdoor activities that occur 
in places that are under the control of the vendor. The “place” may be a building, real estate, a vehicle, or vessel if 
it is under the control of the vendor. Thus, where a guide service is provided on privately owned land, sales tax 
must be collected on the admission to the place. On the other hand, no tax is due if the fees paid to a guide does 
not include any compensation to the land owner, for example where the activity occurs in a National Forest. 
Charges for instructions are not subject to tax even when admission to a club is part of the rental. However, if the 
instruction is merely incidental to the activity, tax is due. The charge for admission to a vessel or vehicle for 
sightseeing, hunting, or any recreational purpose is subject to tax, and tax is required to be collected on charges 
for equipment rental, such as skis, kayaks, and canoes. 
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TB-63 Valuation of Owner Occupied Homes Subject to Resale Restrictions 
This bulletin outlines a uniform approach that local listers can use for determining the listed value of owner- 
occupied homes subject to resale restrictions as defined in 27 V.S.A. § 610. The exact method of calculation will 
vary depending on the following circumstances: 

The valuation involves a property that was previously unrestricted but upon sale is restricted by a covenant. 
The valuation occurs during a year in which the municipality is conducting a general reappraisal of all 

properties. 
The valuation involves a covenant restricted property that has materially changed due to a capital 

improvement, and a new value must be determined. 
The technical bulletin provides examples of calculations for each of the above situations. It also lists certain other 
considerations to take into account when valuing homes subject to housing subsidy covenants. It contains a 
glossary of commonly used terms. The statutory reference is 32 V.S.A. § 3481. 

 
TB-64 State Reimbursement of Education Tax Abated Due to 2011 Flooding 
The General Assembly authorized the Department of Taxes to reimburse municipalities for education taxes 
abated for property owners on property lost or destroyed due to flooding which occurred between April 1, 2011, 
and October 1, 2011 in an area that was declared a federal disaster area. The bulletin enumerates five conditions 
required to be met for reimbursement. Abatement is available for net taxes due after credit for any state property 
tax adjustment and taxes due for the portion of the year during which use of the property was lost. The 
application procedure is included in the bulletin. In addition, municipalities may receive reimbursement of 
interest expense under certain conditions where funds were borrowed in order to make required education tax 
payments to the state and school district but tax collections were disrupted as the result of flooding. 

 
TB-65  Methane Digesters 
This bulletin describes the conditions necessary for methane digesters to qualify as farm buildings in the Use 
Value Appraisal Program (Current Use). Methane digesters convert manure into electricity through an anaerobic 
digesting process. For a methane digester to be enrolled in Current Use, it must be a farm building as defined by 
32 V.S.A. §3752(14). That definition requires that the building is actively used by a farmer as part of a farming 
operation, owned by or leased to a farmer pursuant to a written lease of three years or more, and situated on land 
which is enrolled in Current Use or on a housesite adjoining enrolled land. A farmer is someone who earns at 
least one-half his income from the business of farming as defined in Regulation 1.175-3 of the Internal Revenue 
Code of 1986. The term farm includes stock, dairy, poultry, fish, fruit, and truck farms and also plantations, 
ranches, ranges, and orchards. The bulletin provides several examples of the application of the relevant law to the 
use of methane digesters. 

 
TB-66 Credit for Vermont Higher Education Investment Plan Contributions 
Vermont allows a credit of 10 percent of the first $2,500 contributed to a Vermont higher education investment 
plan (VHEIP) per beneficiary in a tax year against claimant’s Vermont income tax liability. An account may only 
have one beneficiary, but contributors do not have to be the owner of the account. Each spouse who files a joint 
income tax return is eligible to claim a maximum credit, regardless of who earned the income. Contributions must 
be made in cash and placed in the VHEIP account during the calendar year. A rollover from an out-of-state 
education account may qualify as a contribution to the extent that the funds were contributed to the other plan, 
and the funds remain in the VHEIP after rollover for the remainder of the tax year. However, a taxpayer may not 
claim a credit based on multiple rollovers of the same funds. The credit cannot exceed the claimant’s Vermont tax 
liability for the tax year, and unused credits may not be carried forward or back to another year. Neither the 
contributor nor the beneficiary is required to be a Vermont resident, but the credits may only be applied against 
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Vermont income tax liability. A distribution that is not excludable from federal gross income in the taxable year 
(e.g., a distribution used for non-qualifying expenditure) triggers a repayment requirement of 10 percent of the 
distribution up to a maximum of the total credits received by the taxpayer. Repayments are subject to interest and 
penalty and collection in the same manner as the income tax. 32 V.S.A. § 5825a(b). Examples of the application of 
this law are included in the bulletin. 
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Interest Rates on Unpaid Tax Liabilities 
for Tax Years 2002-2012 

 
 

The following table represents the interest rates that apply, "When a taxpayer fails to pay a tax liability 
imposed by this title (except the motor vehicle purchase and use tax) on the date prescribed, therefore 
the commissioner may assess and the taxpayer shall then pay a sum of interest computed at the rate per 
annum established by the commissioner, pursuant to section 3108 of this title, on the unpaid amount of 
that tax liability for the period from the prescribed date to the date of full payment of the liability." 
32 V.S.A. § 3202(a). 

 
Effective 7/1/12 for 2013 rates, the calculation of interest on unpaid liabilities and refunds changed. The 
rate paid on refunds is calculated as follows: the average prime rate charged by banks during the imme- 
diately preceding 12 months shall be rounded up to the nearest quarter percent instead of whole per- 
cent. This rate will be converted to a monthly rate, which shall be rounded upwards to the nearest tenth 
of a percent. The interest charged on unpaid liabilities shall be 200 basis points over the rate paid on 
refunds. For example, if refunds bear interest at 3.6 percent, interest charged on liabilities is 5.6 percent. 
Act 143, sec. 15, amending 32 V.S.A. § 3108(a). 

 
 
 
 

Tax Year Annual Rate Monthly Rate 

2002 8.4 0.7 

2003 9.6 0.8 

2004 8.4 0.7 
2005 6.0 0.5 

2006 6.0 0.5 

2007 8.4 0.7 

2008 6.0 0.5 
2009 6.0 0.5 
2010 4.8 0.4 
2011 4.8 0.4 
2012 4.8 0.4 
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Description of FY 2011 and FY 2012 Taxes 
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Description of FY 2011 and FY 2012 Taxes 
 

 

Vermont Department of Taxes 2011-2012 Biennial Report 47  



 

 

Description of FY 2011 and Fy 2012 Taxes 
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Notes for Property Tax Tables 

When referring to some of the column headers for tables on the property tax on the following pages, explanations 
may be helpful. 

 
Tax Year 
Both School Property Tax Adjustments (prebates) and Circuit Breaker Adjustments (homeowner rebates) are 
calculated on the household income and housesite property taxes paid for the previous year. For the purposes of 
biennial reports, these adjustments refer to the “Tax Year.” Property tax adjustments are applied for at the same 
time as personal income taxes are filed. They are then applied to the next fiscal year property taxes. 

 
Circuit Breaker 
The Circuit Breaker adjustment is calculated on school property taxes remaining after adjustment and municipal 
taxes for claimants with Household Income of $47,000 or less. Number with Circuit Breakers is the total number 
of claims with an additional adjustment based on total taxes and a percent of income. This is also known as a 
“Homeowner Rebate.” 

 
Housesite 
Housesites are parcels with the residence and up to two acres declared as residential. 

 
Average Household Income 
Household Income is the total taxable and nontaxable income, as defined in 32 V.S.A. § 6061, reported by a 
taxpayer and individual who resided with the taxpayer at any time during the taxable year. This represents the 
average of household income as reported on Line y of Vermont Form HI-144. 

 
Median Equalized Housesite Value 
This is the median value of a housesite plus two acres after application of the town common level of appraisal 
(CLA). 

 
Extra Acreage 
In previous biennial reports, Extra Acreage was reported. This data set is no longer being collected. 

 
Homestead Exclusion Value (HEV) or Homestead Exemption (HS) 
The HEV is the amount of school property tax at the homestead rate on $15,000 assessed value. 

 
Household Income Percentage (HIP) 
The HIP is the percentage of household income to be paid for homestead school property tax. 
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