
 
 

MEMORANDUM 

 
To:   RRRC Executive Committee and Chief Administrative Officers 

From:   Patrick L. Mauney, Executive Director 

Subject: Regional Cigarette Tax 

 

As requested by the Regional Commission in February, the attached document outlines some of 

the key considerations related to a regional cigarette tax program, given the new authority 

granted to counties to levy such a tax. The document also includes estimates for revenue based 

on existing cigarette tax revenues in various cities and towns in Virginia and preliminary 

expenses based on staff’s understanding of program requirements.  

 

In general, should a regional cigarette tax board be formed by one or more jurisdictions, my 

suggestion would be for that board to then develop a contract or memorandum of agreement with 

the Regional Commission (or other entity) to handle administrative and fiscal functions. 











Work Group Meetings 

Interested parties were identified by the Department and were placed in three groups for 
initial discussions with the individual groups. The groups identified were those who work 
in wholesale and distribution of cigarettes, local government officials and their 
representatives, and representatives of retailers. Interested parties were contacted to 
schedule initial teleconferences with the identified groups individually. When contacted 
by the Department, retailers did not indicate interest in being part of the work group. 

Initial Meeting with VWDA 

The Virginia Wholesalers and Distributors Association (the "\NI/DP\') represents the 
businesses that stamp cigarettes and sell them to retailers. A teleconference was held for 
representatives of the WJDA on July 27, 2020. 

The topic of new technology was discussed and it was agreed that stamp technology 
exists that could solve many current stamping problems. However, funding for such 
technology is a significant challenge. 

The \NI/DA expressed its members' concerns about the difficulty they will have complying 
with new local cigarette taxes in up to 93 counties, each with its own tax stamp. For 
example, some local jurisdictions only sell their stamps in a 15,000 stamp roll, which could 
last more than a year if the wholesaler has only one customer in the jurisdiction. This 
requires the wholesaler to invest significant capital in an inventory of different local tax 
stamps. If the wholesaler loses its only customer in the locality, some localities refuse to 
pay refunds on unused returned stamps, claiming that a refund is time-barred by a statute 
of limitations, a provision of their local ordinances, or their records retention policies. 
Different localities also have different ordinances and different enforcement policies. 

The \NI/DA put forward options for changes to local cigarette tax administration: 

• Option 1: Department Would Assume Responsibility for Local Cigarette Excise 
Taxes 

Under this proposal, the Department would be the sole administrative agency for 
state and local cigarette taxes. The Department would distribute all revenues, 
either for all localities or solely for counties. Local governments would do their own 
enforcement. 

Distributors stated that if new technology is needed, there are many companies 
and products that could fulfill such requirements. Research suggests that some 
companies could provide reader machines that meet current stamping needs. 

Industry representatives stated that distributors are not willing to pay for that 
technology and should not bear the cost of taxing a product and enforcing the tax. 
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They believe this should be accomplished through either tax revenue or a General 
Fund appropriation from General Assembly. 

• Option 2: Regional Boards Similar to NVCTB 

This proposal would create a more regional approach. To begin this process, the 
NVCTB could add some counties to its current membership after July 1, 2021. 

• Option 3: fv1ove All Local Stamping to Retail Establishments 

In this proposal, distributors would not stamp locally when delivering a product, as 
long as it bears a state stamp. Local retailers would apply stamps at the point of 
sale. This would put compliance on retail establishments instead of distributors. 

• Option 4: Do Nothing 

The last proposal would continue under the current procedures. This idea is less 
palatable for distributors as the number of taxing jurisdictions could increase 
significantly depending on the number of counties that enact a cigarette tax 
beginning July 1 , 2021. 

Initial Meeting with Local Officials 

A teleconference was held on July 29, 2020 with local officials, their representatives, and 
staff from the Department. One concern raised initially was the funding for any proposed 
modernization of the stamping process. Currently, there is no funding to cover the 
additional cost of new stamping technologies. Local representatives stated that this was 
one of the main issues with the 2011 Study on Local Cigarette Tax Enforcement Policies, 
and the main reason that the study made no recommendations in this area. 

Discussion then turned to the ideas put forward by W'/DA:. 

• Option 1: The Department Would Assume Responsibility for Local Cigarette Excise 
Taxes 

fv1ost local officials opposed this option. Others in attendance, while not opposing 
this idea outright, did raise some concerns about the level of enforcement the 
Department would be able to provide and what portion of the cigarette tax 
revenues would be needed to support the Department's costs . 

• Option 2: Regional Boards Similar to NVCTB 

Local officials expressed interest in learning more about establishing such local or 
regional boards. The NVCTB has offered to help in this regard. If a locality is 
planning to implement a cigarette tax independently, the NVCTB can provide 
copies of forms and notices, or provide education and resources to counties that 
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have never had a cigarette tax. A suggestion was presented that there should be 
a "grandfather clause" for existing cigarette tax boards. Any localities participating 
would be allowed to continue to participate in their current board. 

Questions about the implementation process for such boards were also raised. 
Attendees asked whether this tax could be implemented quickly or would require 
a two to three year period. Current state law authorizes localities to join into 
regional organizations, so they would not need a law change to establish an entity 
like the NVCTB. There was a suggestion that it could take 2 or 3 years for a 
regional body to be created and staffed, however the exact timeframe for creating 
such an organization is uncertain. 

• Option 3: r.love All Local Stamping to Retail Establishments 

Local officials discussed the challenges involved with Option 3. The NVCTB 
representative shared her belief that this is not a workable option. She shared her 
experiences in attempting to investigate retail establishments and the difficulty it 
presents. 

• Option 4: Do nothing 

No comments were put forward for Option 4, which is to do nothing and continue 
with the current system of administration and enforcement. 

After consideration of the \NI/DA options, officials from some smaller communities asked 
for additional information on the stamping process. They explained that they are in the 
learning phase because they have never had the tax and indicated that insight from 
localities that have had a local tax would be helpful. County representatives also 
expressed concerns about how enforcement would work and what they may need to 
spend in order to administer and enforce the tax as compared to revenues that would be 
generated. The representative from the NVCTB stated that expenses for the NVCTB are 
minimal (less than 5%) and that boards work well. Originally, the NVCTB had five 
members. It currently has 19 members, as additional localities applied to join based on 
the success of NVCTB. Potentially, regional boards could be formed by a small number 
of localities and grow gradually over time. The board would not need to have all localities 
as members by July 1, 2021. 

Meeting with All Interested Parties 

The work group held a meeting for all interested parties on October 14, 2020. This 
meeting was attended by representatives from the VWDA, local governments, and the 
NVCTB. 

Industry representatives stated that they have no interest in the Department administering 
local taxes unless new technology is put in place. They made a strong recommendation 
that a county cigarette tax board structure be put in place, involving either one board for 
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all counties or multiple regional boards. They believe this would create a more 
manageable way to handle additional taxing jurisdictions. It would create a single process 
(like the NVCTB) that is uniform and consistent throughout all the jurisdictions. On a 
monthly basis, distributors would remit taxes to the regional boards and file reports to 
report where the cigarettes were sold. They suggested making it mandatory for any 
county imposing the tax to participate in such a structure. 

One challenge identified with this approach is getting such boards operational within short 
timeframe. The wholesalers suggested that the Department, NVCTB, and a group of 
county administrators work together to find solutions to this challenge. Further, they 
suggest extending the effective date of the tax beyond July 1, 2021 if it is not possible to 
implement boards within short timeframe. 

Representatives from the NVCTB reiterated that they are open to helping anyone set up 
a new board and would help answer questions about what should be in the ordinance. 
They pointed out that stamps are less expensive for a board because it is part of the state 
contract and costs are shared among members. The NVCTB shared its experiences with 
administering the tax for multiple jurisdictions and explained that they are also able to 
assist with other business tax issues, such as business license verification. 

Local government representatives stated their position that local taxes should be 
administered locally, and they would not want to delay in the effective date for county 
authority to impose cigarette taxes because many counties are relying on this funding. 
They suggested creating a few boards for localities that want to pursue this option on July 
1, 2021 and add additional boards or increase current board membership as needed. 

The issue of current NVCTB capacity and membership was discussed. There was general 
support and agreement among the group for allowing current NVCTB members to 
continue as part of the Board, and to allow Virginia cities and towns that currently impose 
and administer the Cigarette Tax locally to continue to do so. Two other members of the 
board expressed their experience that the cigarette tax is the one tax that was easy to 
administer because of the NVCTB. 

There are, however, capacity concerns for NVCTB. The Board is currently at its limit and 
cannot add additional localities without more staffing and funding. Under current state 
law, each county needs to make its own decision regarding implementing a cigarette tax 
and joining a local or regional board. In addition to Arlington and Fairfax, there are 93 
counties that could potentially impose a cigarette tax beginning on July 1, 2021. Many of 
these localities are small and do not have resources to build the framework necessary for 
imposing the tax, so the idea of a regional board is a desirable option. 
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Conclusion 

The work group mandated by 2020 Senate Bill 588 and House Bill 785 brought together 
different constituencies involved in cigarette tax administration in Virginia. The work group 
had three official meetings, as well as informal discussion with representatives from all 
the different groups. The Department is grateful to all those who participated and provided 
input for this report. 

Findings 

The work group identified the following areas of consensus: 

1. k5 regional cigarette tax boards can provide many benefits to local governments 
and wholesalers, the work group members expressed interest in exploring the 
creation of regional cigarette tax boards under current law. 

2. Given opposition to mandates on local governments, there was consensus among 
local officials that localities should not be required to join regional cigarette tax 
boards. 

3. Local governments, wholesalers, and any other interested parties should continue 
to work together to make the local taxation of cigarettes, including the addition of 
counties as taxing jurisdictions, as efficient as possible. 
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APPENDIX A 

CHAPTER 1263 

An Act to amend and reenact §§ 58.1·3818, 58.1·3819, 58.1·3823, as it is currently effectiV& and as it may become 
effectiV&, 58.1·3825.3, 58.1·3830, 58.1·3833, 58.1-3834, and 58.1·3840 of the Code of Virginia and to repeal 
§§ 58.1·3818.01, 58.1·3818.03, 58.1-3818.04, 58.1-3820, 58.1·3821, and 58.1-3831, relating to local taxing authority. 

[S 588] 

Approved April 22, 2020 

Be it enacted by the General Asserrbly of Virginia: 

... 
6. That the Departrrent of Taxation (the Departtrent) shal convene a workgroup of stakeholders to identify and 
nuke recornrendations for (i) rrodernizing the process for using starrps to certify that tax has been paid on 
cigarettes and (il) unifying the staf11)ing process so that it is adninlstered solely by the Department of Taxation. The 
Department shall subnit a sumnury of its reconmendations, including any proposed amendments to the Code of 
Virginia, to the Olairmen of the House Corrrrittees on Appropriations and Finance and the Senate Corrrrittee on 
Finance and Appropriations no later than October 31 , 2020. 
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APPENDIX E 

October 29, 2020 

Mr Ste\-e Klos 
Pohcy Aualyst 
Office ofT ax Po hey, Policy ~Iopment Division 
VLigima Department ofT nation 
Post Office Box 27185 
Ricbmood, Virgiuia 23261-7185 

~Steve, 

Thank you for the oppmtunity to comment on the TAX report Although the 1ssue 
targeted by thr 2020 legislation focuses on counties, VML is always Interested 10 
ways to DI!pfOYe lhe efficiency and eft'ectiveoess of tax admiDistnt1on. 

VML does support thr concept of establishing regional agarette board\ where 
geogrlphically and politically practical As in the case of tbe Northern Virgiwa 
Cigarette Tax Board, thr regional idea bas prm'ell to be both efficient and effectn't! 
and shows that regional cooperation can wotk Several VMI..localiti~ belong to the 
NVCTB, and it is our understandmg that tbe arrangement bas WOJked well. 

To that end, VML bebeves that as part oflhe TAX Study tbe issue of state fllWlcw 
assistance to encourage the fonnation of regional cigarette tax boards U!ould be 
raised. It IS safe to assume that local govemmmts would incur costs to de\-elop 
forms, regulabons and policies~ hire, train and supervise enfo~eement staff; and 
achmmstfS a board. State assistance could persuade localities or, at the very least, 
consids'latmching a regional board Perhaps the NVCIB could assht TAX in 
~loping the cost estimates to e$tablish ~ or two pilot projects to prove the 
concept will wotk in arns outside ofNorthml Vnguua. 

Sincerely, 
I '"'-- --/\ .!-.-"\·-·--

/ 7 ' .__ _ _/ 

Michelle Gowdy, Executive I:>!Rctor 
Virginia Mumcipal League 
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to the provisions of these ordinances and Section 15.2-1300 and 

58.1-3832, et seq., of the Code of Virginia, (1950), as amended; 

 NOW THEREFORE, the parties enter into the following 

agreement, which hereby revokes and replaces any prior similar 

agreements between or among the parties. 

 

1. NAME AND DURATION 

 The Board shall be called the Northern Virginia Cigarette Tax 

Board.  Its duration shall be perpetual, subject to the provisions 

of Paragraph 8 hereof. 

 

2. MEMBERSHIP AND VOTING POWERS 

 The Board shall be composed of one representative from each 

jurisdiction hereinbefore named or later added with consent of the 

Northern Virginia Cigarette Tax Board.  Said representative may 

designate an alternate to attend meetings and vote in his or her 

place; however, each jurisdiction shall be entitled to only one 

vote.  Action of the Board shall be by majority vote. 

 

3. OFFICERS AND MEETINGS 

 Each year, the Board shall elect a Chairman, Vice-Chairman 

and Secretary/Treasurer, who shall serve at the pleasure of the 

Board.  The Officers of the Board shall be chosen from the 

jurisdictional representatives.  Said officers shall be empowered 

to sign in the name of the Board on all legal documents, including 

bank deposits and withdrawals.  The Board shall meet from time to 

time as deemed necessary by the Chairman. 
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4. POWERS OF THE BOARD 

 The Board shall be delegated the following powers: 

  a. Assessment, collection and disbursement of the 

cigarette tax for each participating jurisdiction; 

  b. Audit of the sale or use of cigarettes within each 

participating jurisdiction; 

  c. Provision of information for criminal prosecution 

by the affected participating jurisdictions; 

  d. Designation of an Administrator; 

  e. Management of a general operating fund to ensure 

proper funding of Board operations on an ongoing basis; 

  f. Employment of an Auditor; 

  g. Designation of a depository bank or banks; 

  h. Contracting with a member jurisdiction for 

provision of administrative services; 

  i. To hold and convey personal property.  The Board 

shall have no power to hold or convey real property; 

  j. To enter into contracts; 

  k. To hire, supervise and discharge its own employees; 

  l. To contract for benefits for Board Employees; and 

  m. Any other powers granted to the Board by the 

respective local ordinances and the Code of Virginia (1950), as 

amended. 
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5. LIABILITY INSURANCE 

 The Board shall maintain and have authority to secure 

insurance coverage as deemed appropriate.  General liability 

insurance shall be maintained through a commercial policy, in 

limits of not less than $500,000.00.  Any liability in excess of 

the amounts of insurance coverage will be shared by the members of 

the Board proportionately based upon each jurisdiction's share of 

the number of taxable packs of cigarettes reported in the twelve 

(12) months preceding the incident which gave rise to the 

liability, as compared to the taxable packs of cigarettes reported 

during that same time period in all the participating 

jurisdictions. 

 

6. ADMINISTRATOR 

 Normal routine duties of the Board in administration and 

supervision of the Cigarette Tax Ordinances shall be delegated to 

an Administrator, who shall be appointed by the Board to serve at 

the will of the Board under such terms and conditions as it deems 

appropriate.  Actions and decisions of the Administrator shall 

bind the Board unless patently wrongful or the result of willful 

misconduct, but the Board may at anytime overrule a decision or 

action by the Administrator subject to lawful rights of third 

parties. 

 

 

 



 
 

 5 

 The duties of the Administrator shall include, but are not 

limited to, the following: 

  a. Preparation of annual administrative cost 

estimates; 

  b. As authorized by the Board, employment of or 

contracting for staff assistance, equipment and supplies; 

providing employee benefits; and the establishment and 

administration of a retirement system covering officers and 

employees of the Board not covered by the retirement systems of 

participating jurisdictions or the Commonwealth of Virginia; 

  c. Preparation of reports as the Board may require; 

  d. Authorization of disbursements from Board accounts 

including, but not limited to, disbursements to the participating 

jurisdictions. 

 

7. COLLECTION OF THE CIGARETTE TAX 

 The cigarette tax shall be assessed and collected on the 

basis of the "reporting method" according to the respective 

ordinances and according to the rules, regulations and procedures 

adopted by the Board. 
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8. DISBURSEMENT OF RECEIPTS, MANAGEMENT OF FUNDS 

 a. Disbursements shall be made to each participating 

jurisdiction on a monthly basis.  Prior to disbursement to 

jurisdictions, expenses for the month shall be deducted from total 

revenues and allocated to the jurisdictions proportionately based 

upon the number of taxable packs of cigarettes reported within the 

jurisdiction during the month as compared to the total number of 

taxable packs of cigarettes reported in all the participating 

jurisdictions.  The disbursement to each participating 

jurisdiction shall be determined by the tax rate of the 

jurisdiction multiplied by the taxable packs of cigarettes 

reported within the jurisdiction, plus interest and penalties, 

plus the jurisdiction's proportional share of all other revenues, 

less discounts and proportional expenses. 

 b. Total expenses for the fiscal year shall not exceed six 

(6) percent of total Board revenues for that year.  The Board may, 

by majority vote, authorize an increase in expenses not to exceed 

an amount greater than an additional one (1) percent of the total 

Board revenues for that year.  The Board shall maintain an 

operating fund of $25,000.00. 

 c. All monies shall be deposited in the name of the 

Northern Virginia Cigarette Tax Board.  All checks drawn on Board 

accounts shall require signature by the Administrator and one 

Board Officer. 
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9. TERMINATION 

 a. In the event any participating jurisdiction decides, by 

ordinance, to terminate its participation in the Board, notice to 

the Board shall be given sixty (60) days prior to its date of 

termination.  The terminating jurisdiction shall receive within 

thirty (30) days of its date of termination its share of total 

revenues less proportionate expenses, operating fund, and 

depreciated value of physical property used by the Board.  The 

representative of such terminating jurisdiction shall not serve on 

the Board beyond the termination date. 

 

 b. In the event the number of jurisdictions which desire to 

continue to participate in the Board is less than two (2) in 

number, the Board shall be dissolved and shall cease to exist.  In 

such event, the Board shall liquidate all assets and disburse to 

each jurisdiction participating at the time each such 

jurisdiction's share of the liquidated assets and all proceeds and 

monies held.  Such distribution shall be based upon each 

jurisdiction's proportionate share of the number of taxable packs 

of cigarettes reported in the preceding twelve (12) months as 

compared to the taxable packs of cigarettes reported during that 

same time period in all the jurisdictions participating in the 

Board at the time the Board is dissolved. 
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10. IMPLEMENTATION 

 Each jurisdiction shall by ordinance signify its desire to be 

a member of the Board and its acceptance of the provisions of this 

Agreement. 

 This Agreement shall take effect upon the signature of the 

proper officials of any two (2) of the jurisdictions below and 

shall take effect as to any other jurisdiction upon signature of 

the proper official of such jurisdiction.    
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NORTHERN VIRGINIA CIGARETTE TAX BOARD AGREEMENT 
 

     SIGNATURE PAGE 
 
 
 
Fairfax County, Virginia            By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 

 
 
 
City of Alexandria, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
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City of Falls Church, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 

 
 
 
City of Fairfax, Virginia   By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 
 

 
 
City of Manassas, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 
 
 
 
 

Town of Clifton, Virginia   By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 
 
 
 
 

Town of Dumfries, Virginia  By: ______________________ 
 
 
        ______________________  
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           Printed Name 
 
        _________________________ 
             Title 
 
 
 
 
 

Town of Haymarket, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 
 
 
 

 
 
 
 
 
 
Town of Herndon, Virginia   By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 
 
 
 
 

Town of Leesburg, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 
 
 
 
 

Town of Middleburg, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
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        _________________________ 
             Title 
 
 
 
 
 
 

Town of Purcellville, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 
 
 
 
 
 
 
 

 
 
Town of Vienna, Virginia   By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 
 
 
 
 

Town of Warrenton, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 
 
 

 
Town of Hillsboro, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
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        _________________________ 
             Title 
 
 
 
 
 
 

Town of Lovettsville, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 
 
 
 
 
 
 
 
 
 
 
 
 

Town of Round Hill, Virginia  By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
             Title 
 

 
 
 
City of Fredericksburg, Virginia By: ______________________ 
 
 
        ______________________  
           Printed Name 
 
        _________________________ 
 



  

Adopted this the ____ day of ___________, 2021. 
 
Attest: 
 
________________________________________ 
Clerk of the Smyth County Board of Supervisors 

AN ORDINANCE APPROVING THE FORMATION OF A JOINT ENTITY TO BE KNOWN 
AS THE MOUNT ROGERS CIGARETTE TAX BOARD AND BESTOWING ON SUCH 

ENTITY ALL POWERS NECESSARY AND PROPER FOR THE PERFOMANCE OF ITS 
DUTIES AS PROVIDED BY LAW  

 WHEREAS, pursuant to the authority granted to localities under § 15.2-1300 of the 
Code of Virginia, 1950, as amended, the Board of Supervisors of Smyth County has determined 
that it would serve the public interest to establish a joint entity to be known as the Mount Rogers 
Cigarette Tax Board (the "Board") in order to efficiently administer the collection, accounting, 
disbursement, compliance monitoring and enforcement of cigarette taxes assessed by the 
localities desiring to join the Board; and 

 WHEREAS, the Smyth County Board of Supervisors has reviewed an agreement 
establishing the Board and defining its' powers, duties and other procedures, the text of which is 
attached hereto and incorporated herein as "Exhibit A," and is in agreement with the terms as set 
forth therein; and,  

 WHEREAS, the aforementioned agreement provides that it shall become effective upon 
the approval by the governing bodies of at least two (2) localities within the Mount Rogers 
Planning District and the execution of said agreement by their authorized representatives; and,  

 WHEREAS, the Smyth County Board of Supervisors wishes to authorize the formation of 
the Board with the County of Smyth as a member thereof, and authorize the execution of said 
agreement by the County Administrator on its behalf.   

 NOW WHEREFORE, the Board of Supervisors of Smyth County hereby ORDAINS AS 
FOLLOWS: 

 1. Under authority of 15.2-1300, and upon the approval and execution of two (2) or 
more localities within the Mount Rogers Planning District, there is hereby created and established 
the Mount Rogers Cigarette Tax Board, which shall act as the agent of the localities for the 
administration of their respective cigarette tax ordinances.   

 2. The agreement, attached hereto as Exhibit A, is hereby APPROVED and the 
County Administrator is authorized to execute the same on behalf of the governing body; and 

 3. The powers and authority of the Board, as set forth in the agreement are hereby 
APPROVED.  
 
 This Ordinance shall be effective _____________________. 
 
Member    Vote 
Charles E. Atkins   _________ 
Roscoe D. Call   _________ 
Lori H. Deel    _________ 
Kristopher S. Ratliff, DPh  _________ 
Charles P. Stevenson   _________ 
Michael L. Sturgill   _________  
Judy Wyant    _________ 



MOUNT ROGERS AREA CIGARETTE TAX AGREEMENT 

This Agreement, dated the ___ day of ___________, 2021 is entered into by and between  

1) The City of Galax, Virginia;

2) The County of Carroll, Virginia;

3) The County of Grayson, Virginia;

4) The County of Wythe, Virginia;

5) The Town of Hillsville, Virginia;

6) The Town of Independence, Virginia;

7) The County of Smyth, Virginia;

8) The County of Bland, Virginia;

9) The County of Washington, Virginia;

10) The Town of Rural Retreat, Virginia

11) The Town of Wytheville, Virginia

12) The Town of Chilhowie, Virginia

13) The Town of Marion, Virginia

14) The Town of Saltville, Virginia

or any two or more of the foregoing, and provides as follows:  

WHEREAS,  the parties hereto (the "Member Jurisdictions") desire to enter into an 

Agreement for the purpose of the establishment of the Mount Rogers Cigarette Tax Board (the 

"Board") for the joint administration, collection, and enforcement of their respective Cigarette 

Tax Ordinances pursuant to the provisions of these ordinances and § 15.2-1300 and §§ 58.1-

3830, et. seq., of the Code of Virginia, 1950, as amended.   

NOW, THEREFORE, the parties hereby enter into the following agreement.   

EXHIBIT A (Draft)
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1. NAME AND DURATION 

The Board shall be called the Mount Rogers Cigarette Tax Board.  Its duration shall be 

perpetual, subject to the provisions of Paragraph 8 herein.   

2. MEMBERSHIP AND VOTING POWERS 

The Board shall be composed of one representative from each jurisdiction currently 

named herein and one representative from those jurisdictions later added with the consent of the 

Board in conformity with Section 10.  The chief administrative officer of each of the member 

jurisdictions (County Administrator, City Manager or Town Manager, as applicable) shall 

constitute that jurisdiction's Board representative, and such officer may designate an alternate to 

attend meetings and vote in his or her place by written notice delivered to the Board Chair prior 

to the meeting at which the alternate will attend.  A majority of the representatives from the 

member jurisdictions shall constitute a quorum for transaction of business.  Action of the Board 

shall be by majority vote of those present and voting, with the exception of adding new members 

to the Board, which shall require the approval by the majority of the entire Board membership.  

In all matters, each jurisdiction shall be entitled to only one vote.   

3. OFFICERS AND MEETINGS 

  Each year, the Board shall elect a Chair, Vice-Chair, and Secretary/Treasurer, 

who shall serve for a term of one (1) year, unless removed by majority action of the Board.  The 

aforementioned officers shall be chosen from the members of the Board, and shall be empowered 

to sign in the name of the Board on all legal documents, including bank deposits and 

withdrawals.  The Board shall meet from time to time as needed, and shall meet at least 

quarterly, however, additional meetings may be called at any time by action of the Chair or upon 

the request of three (3) or more members by submitting such request to the Chair in writing.   
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 The Board may adopt bylaws, procedural rules and other policies to regulate its affairs 

not inconsistent with this Agreement.  Minutes shall be shall be kept for all meetings in 

conformity with the Virginia Freedom of Information Act.   

4. POWERS OF THE BOARD 

  The Board shall be delegated the following powers from the member 

jurisdictions:   

a.  The power to assess, collect and disburse the cigarette taxes levied by and for 

each member jurisdiction; 

b. The power to audit the sale or use of cigarettes within each member 

jurisdiction; 

c. The power to provide information to the appropriate law enforcement 

agencies of the affected member jurisdictions for the purpose of prosecution 

of criminal violations of the member jurisdiction's cigarette tax laws and 

ordinances; 

d. The power to hire, supervise, discharge and manage an Administrator to 

oversee the day-to-day operations of the Board;  

e. The power to establish and manage general operating funds to ensure proper 

funding of Board operations on an ongoing basis;  

f. The power to employ auditors for review of the Board's finances, and employ 

accountants, legal counsel, and other advisors as the Board deems necessary 

or advisable to discharge its' duties; 

g. The power to designate one or more depository bank or banks for tax funds 

collected; 
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h. The power to contract with one or more member jurisdictions for provision of 

administrative, fiscal and personnel services; 

i. The power to hold and convey personal property.  The Board shall have no 

power to hold or convey real property; 

j. The power to enter into contracts, including without limitation the power to 

enter into contracts with public bodies for the availability and provision of 

office and storage space, office and other equipment, and for the use of motor 

vehicles;  

k. The power to hire, supervise and discharge such other employees as the Board 

may deem necessary or expedient to carry out its duties and powers; 

l. The power to contract for benefits for Board employees;  

m. Any other powers granted to the Board by other provisions of this Agreement, 

by the respective local ordinances of the member jurisdictions, and by the 

Code of Virginia (1950), as amended.   

 

5. LIABILITY INSURANCE 

  The Board is hereby authorized and directed to maintain insurance coverage 

appropriate to the nature of the Board's operations.  General liability insurance shall be 

maintained through a commercial general liability policy in limits of not less than One Million 

Dollars ($1,000,000) the Board shall maintain worker's compensation coverage in at least the 

statutorily required minimum amounts.   
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6. ADMINISTRATOR 

 The Board shall appoint an Administrator, who shall be responsible for the normal, day-

to-day operations of the Board in administration of the Cigarette Tax Ordinances adopted by 

each of the member jurisdictions.  The Administrator shall serve at the pleasure of the Board and 

under such terms and conditions of employment as the Board shall deem appropriate, which may 

include the power of the Administrator to hire, train, discipline and discharge subordinate 

employees as needed to carry into effect the purposes and duties of the Board, contingent upon 

creation by the Board of such subordinate positions.  The Administrator shall act as the chief 

employee of the Board, and shall answer to and be under the supervision of the Board.  The 

Administrator shall attend Board meetings and report to the Board on expenditures of the Board, 

projected revenues, and other matters relevant to the efficient administration of the Board.  The 

Board may adopt such contracting and purchasing policies as it may deem appropriate, consistent 

with the Virginia Public Procurement Act and other applicable laws and regulations, and 

delegate to the Administrator the authority and responsibility for administration thereof.  The 

duties of the Administrator shall include, but are not limited to the following:  

a. Preparation of annual administrative cost estimates;  

b. Reporting to the Board with recommendations as to the creation of employment 

positions needed to carry into effect the purposes and duties of the Board;  

c. Hiring, management, evaluation, training, discipline and discharge of employees in 

such employment positions created by the Board;  

d. Contracting, with the approval of the Board, for equipment, supplies, employee health 

and retirement benefits and other benefits as approved by the Board;  

e. Preparation of such other reports as the Board may require; 
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f. Review and authorization of disbursements from Board accounts, including without 

limitation regular disbursements of tax revenue from member jurisdictions.      

7. COLLECTION OF THE CIGARETTE TAX 

  The cigarette tax shall be assessed and collected according to the respective 

ordinances and according to the rules, regulations and procedures adopted by the Board.   

8. DISBURSEMENT OF RECEIPTS, MANAGEMENT OF FUNDS 

a. Disbursements shall be made to each member jurisdiction on a monthly basis.  Prior 

to disbursement to member jurisdictions, expenses for the applicable period shall be 

deducted from total revenues and allocated to the jurisdictions proportionately based 

upon the number of taxable packs of cigarettes reported within the jurisdiction during 

the period as compared to the total number of taxable packs of cigarettes reported in 

all the member jurisdictions.  The disbursement to each member jurisdiction shall be 

determined by the tax rate of the jurisdiction multiplied by the taxable packs of 

cigarettes reported within the jurisdiction, plus interest an penalties assessed within 

the jurisdiction in question, plus the jurisdiction's proportional share of all other 

revenues, less discounts and proportional expenses.   

b. The Board shall adopt an annual budget and provide a copy thereof to each of the 

member jurisdictions.  The Board shall establish an operating fund, taking into 

account the anticipated revenues and expenditures for each year.  

c. All monies shall be deposited in the name of the Mount Rogers Cigarette Tax Board.  

All checks drawn on Board accounts shall require the signature of the Administrator 

and at least one Board Officer.   
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9. TERMINATION 

a. In the event any member jurisdiction decides, by ordinance, to terminate its 

participation in the Board, notice thereof shall be given to the Board no fewer than 

sixty (60) days prior to the effective date of such termination.  The terminating 

jurisdiction shall receive within thirty (30) days of the effective date of termination its 

proportionate share of total revenues less its proportionate share of expenses, 

operating fund, and depreciated value of tangible personal property owned by the 

Board.  The representative of such terminating jurisdiction shall cease to be a member 

of the Board as of the effective date of the termination and thereafter the terminating 

jurisdiction shall have no rights to participate in the business or operations of the 

Board, and the terminating jurisdiction shall thereafter have sole rights and 

responsibility for collection and enforcement of its local cigarette tax.   

 

b. In the event the number of member jurisdictions is less than two (2) in number, the 

Board shall dissolve and cease to exist.  In such event, the Board, prior to dissolution, 

shall liquidate all assets and disburse the proceeds to each member jurisdiction that 

has not previously received a payment pursuant to Paragraph 9(a).  Such distribution 

shall be proportionate to the number of taxable packs of cigarettes reported in the 

jurisdiction in question during the preceding twelve (12) months as compared to the 

taxable packs of cigarettes reported in the preceding twelve (12) months in all 

jurisdictions constituting the Board at the time of dissolution.   
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10. IMPLEMENTATION 

Each member jurisdiction shall by ordinance signify its desire and agreement to 

become a member of the Board and its acceptance of the provisions of this Agreement.  

This Agreement shall become effective upon the adoption of such ordinances and 

execution of this agreement by any two (2) of the jurisdictions below, and thereafter any 

jurisdiction named below may join as a member upon the adoption of such ordinance and 

execution by its authorized representative, and upon payment of any shared expenses as 

may be determined by the Board.  Upon such execution and payment, this agreement 

shall become operative as to the jurisdiction in question.   

 Jurisdictions other than those named below may be added to the Board by upon 

agreement of a majority of the Board, and upon adoption of an ordinance by the 

governing body of the jurisdiction to be added, execution of this Agreement, and 

payment into the Board of any shared expenses as may be determined by the Board.   

 

 

 

REMAINDER OF THIS PAGE SHALL REMAIN BLANK  
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MOUNT ROGERS CIGARETTE TAX BOARD AGREEMENT SIGNATURE PAGE.   

 

The City of Galax, Virginia    The County of Carroll, Virginia 

______________________________  ______________________________ 
Signature      Signature 
 
______________________________  ______________________________ 
Printed Name       Printed Name 
 
______________________________  ______________________________ 
Title       Title   
 
The County of Grayson, Virginia   The County of Bland, Virginia 
 
______________________________  ______________________________ 
Signature      Signature 
 
______________________________  ______________________________ 
Printed Name       Printed Name 
 
______________________________  ______________________________ 
Title       Title   
 
The County of Smyth, Virginia   The County of Wythe, Virginia 
 
______________________________  ______________________________ 
Signature      Signature 
 
______________________________  ______________________________ 
Printed Name       Printed Name 
 
______________________________  ______________________________ 
Title       Title   
 
 
 
SIGNATURES CONTINUED ON FOLLOWING PAGE 
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MOUNT ROGERS CIGARETTE TAX BOARD AGREEMENT SIGNATURE PAGE 
(contd.) 
 
 
The Town of Hillsville, Virginia   The Town of Wytheville, Virginia 
 
______________________________  ______________________________ 
Signature      Signature 
 
______________________________  ______________________________ 
Printed Name       Printed Name 
 
______________________________  ______________________________ 
Title       Title   
 
The Town of Independence, Virginia   The County of Washington, Virginia 
 
______________________________  ______________________________ 
Signature      Signature 
 
______________________________  ______________________________ 
Printed Name       Printed Name 
 
______________________________  ______________________________ 
Title       Title   
 
The Town of Rural Retreat, Virginia    The Town of Chilhowie, Virginia 
 
______________________________  ______________________________ 
Signature      Signature 
 
______________________________  ______________________________ 
Printed Name       Printed Name 
 
______________________________  ______________________________ 
Title       Title   
 
 
 
SIGNATURES CONTINUED ON FOLLOWING PAGE 
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MOUNT ROGERS CIGARETTE TAX BOARD AGREEMENT SIGNATURE PAGE 
(contd.) 
 
The Town of Marion, Virginia    The Town of Saltville, Virginia 
 
______________________________  ______________________________ 
Signature      Signature 
 
______________________________  ______________________________ 
Printed Name       Printed Name 
 
______________________________  ______________________________ 
Title       Title   
 
 






