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Section 1. General S

1.01. Type of Regu ions

These regulaticns are Ylegislative rules" as defined in W.

Va, Code § 29A-1~2(d) (1982).
1.02. Scope

These regulations are an explanation and clarification of

the West Virginia annual tax on incomes of certain carriers,

W. Va. Code § 11-12A~-1 et. seq.
1.03. Authority L\.zl/«a aC/& gﬁ-//—/&’“59

mmi;jfﬁkggms4g mm@}q;oéﬂ=4%wj?
Code § 1 0-5a.

1.04. Filiing Date

These regulations were promulgated on August 1, 1973 and

filed with the Cffice of the Secretary c¢f State oq:August 1, ')

CE§%§ZZ7In compllance wzth VJ Va. Code § 29A 2 -5 (1982) these

regulations were reflled w1hh the Secretary cf State on

December 29, 1982,
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1.05. Effective Date

ry 1, 1874.

These regulations became effective ox Janua

1.06.

These regulations™\may be cited as W. Va. Leg. Reg. (ATC)

11=-10, Series XII-A § {1974).
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Section 2. Definitions.

-~

2.01. For purposes of these rules and regulations, the

following terms are hereby defined.

Elm /0 (a) The terms 'person', 'company", or ‘Ycarrier'", herein

Lrn;ég used interchangeably, shall_épci@de any individual, firm, part-

nership, copartnership, joint adventure, association, corpora=-
tion, trust or any other groupr or combination acting as a unit,
and the plural as well as the singular number.

{b} The term "tax" shall mean the annual tax on incomesg of
certain carriers. Said tax is imposed by Article 12A, Chapter 11
of the Code of West Virginia and is referred to as either tax or
carrier tax within these rules.

(c} The term "taxpayer', as used in these rules and regula-
tions, shall mean any perscn liable for annual tax on incomes of
certain carriers, and said term is herein used interchangeably
with person, company and carrier.

(d}) The term "urban or suburban bus line" in this State.
shall mean bus lines the majority of whose passengers use the
buses for traveling a distance of less than forty (40) miles
méésured-one way on the same day between their places cf abode
and thelr places of work, shopping areas or schocl. In other
words, <to dualify as an urban or suburban bus line, the bus
company's passengers must use the bus as a commuter type service
between home and work, school or shopring. Travel cf more than

forty {40) miles one way or travel cther than commuter type by a
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majority of the passenger will cause the carrier to be taxable as
a motor vehicle carrier for the pu&poses of the annual tax on
incomes of certain carriers rather than as an urban or suburban
bus line.

(e} The term '"motor vehicle carrier' shall mean any person
engaged in the transportation of passengers or property, or both,
for compensation by motor propelled vehicle for the operation of
which a permit or certificate of convenience or convenience and
necessity is required by law.

{1) The reguired permit or certificate iz subject to

@pps. i B i
L (&) i 7tberjg£;§§;§§{29ﬂo£LEh§ Public Service Cemmission

of West Virginia or a similar agency ¢f any state

or of the federal govermment. Any mctor vehicle
carrier operating in violation of the rules and
regulations of the Public Service Cemmission
without the reguired permit or certificate also is
liable for the annual tax on incomes of certain
carriers. Such perscn dces not aveid taxation by
operating in violation of law. -

(2) It is to be noted that the term "motor vehicle
carrier' includes taxi companies, cab companies,
urban or suburban bus lines and any companies

which haul waste, refise or garbage. These com-

ranies or perscns are motor vehicle carriers for

purposes of the annual tax ¢n incomes of certain .
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carriers with the e=xception of rates of tax.
These particular carriers are not subject to rates
of tax as moter vehicle carriers. Specific rates
of tax are provided for these particular carriers.

(f) The term "ton-mile" shall be a unit of transportation
meaning transportation of one net ton in weight a distance of one
mile.

(g) The term "“passenger-mileV means the transportation of
one passenger a distance of one mile.

(h} The term Ycar-mile" means the cperation of a railroad
car over a distance of one mile.

(i) The term "barrel-mile" means the transpeortation of the
equivalent of a barrel of cil or the transportation of the equiv-
alent of a barrel of ligquid coal or slurry a distance of one
mile.

{j)} The phrase Yone thousand cubic feet-mile" means the
transportation of one thousand cubic feet of gas, measured at
sixty degrees Fahrenheit and a pressure of thirty inches of
mercury, a distance of one mile.

M (k) The term "wire-mile! means the eguivalent 0of a single
metallic telephone or telegraph ccnductor one mile in length.

{1) The phrase '"motor vehicle mile" means the operation of

a motor vehicle carrier over a distance of cne mile.

Fage &
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{m) The term “pass-~through business" shall mean, when used
herein, that business, mileage or ;ctivity of a carrier which
criginates outside this State but passes through <this State to
cther states.

(n) The term “one-point business" shall mean that business,
mileage or actvity of a carrier which originates within this
State and is destined for ancther state, and that business,
mileage or activity of a carrier that originates outside this
State and is destined to a point within this State.

{¢) The term "two-pcint business" shall mean that business,
mileage or activity of a carrier which criginates within this
State and is destined to a point within this State. Two-point
business ‘when used herein, shall mean business beginning and

ending within West Virginia.

Fage &
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Section 3. Imposition of Annual Tax on Gross Income of Certain
Carriers

3.01. Persons Subject tc Tax.

{a) Perscons subject to the annual carrier tax c¢n gross
income from doing business in this State are:

(1) Mctor wvehicle carriers operating on the public
highways of this State; 7

(2) railroad car carriers;

(3) railroad carriers;

(4) express companies;

(5) pipeline companies;

(6) telephone companies;

(7) telegraph companies;

{8) airline companies, and

($) any person operating a steamboat or cther water-
craft.

(by &ll such persons or taxpayers, as enumerated above,
shall pay to the State an annual tax on the gress income derived
from doing business in this State. Gross income from doing
business in this State shall constitute that gross income derived
from all business beginning and ending within West Virginia.

3.02. Tax Rates. -- The rates of tax to be applied against
gross income from business” done in West Virginia are set forth

below for each type of carrier.

]
W
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Carrier LT R — T T .j—';.-_::—_T_'Ritg..Qi Tax \

Motor wvehicle carriers Tﬁree and three-tenths percenfﬁa
Railrcad car carriers Three and three-itenths percentij
Railrcad carriers - " Three and three~tenths percantij
Express companies Three and three~tenths percentax
Pipeline companies . Three and three-tenths percent‘\»
Alrline ccmpanies _ . Three and three-tenths percentn\
Steambcat or other watercraft - Three and three-tenths percent -
Telegraph companies . Three and three-tenths percent%*x
Telephone companies - Three and seventy-four one
hundredths percent
Urban or suburkan bus line Cne and sixty-five one
hundredths percent .
Taxl ofr ¢ab companies Two and five-tenths percent

Haulers of waste, refuse
or garbage Two and five-tenths percent

§™ 3.03. Exclusions from CGross Inconme.

‘&)(a) Nontransnortat;on lncome.

(1) Since the gress income from all business done
~ within the State is that business which begins and
ends entlrely within West Vlrglnla, the measure of
the tax sbali-lncluae 551& gross income derived
from transportaticn business. In arravzng at the
amount of £ax-5ﬂ grogé-inéoﬁé, the taxpayer should

exclude, from the measure cf the tax, that income

derived from activities within this State which is

nenoperating income. Items of income which are

Page 2
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not attributable to transportation business should
not be included in the computation of tax.

(2) Certain items of noncperating income or income not
in furtherance of the carrier's +transperiation
business, even though nct subject tec carrier tax,
are subject to West Virginia's business and occu-
pation tax. To illustrate: A trucking company
receives income from the rental c¢f an office
building within this State. Such income is not
subject to carrier tax but must be reported under
the rental classification on the business and

. : occupaticn tax return. See West Virginia Code ch.
11, art. 13.

(3) Items of nonoperating income which are not subject
to carrier tax on gross income include:

(A} income from rental of builings, real estate,
etc.;

(B) income frem the production of natural re-
sources;

(C) rovalties;

(D) interest, dividends and capital gains;

(E) income from dining rooms, restaurants and
hotels.

(4) Any inguiries as to whether z particular income

. item is subject to carrier tax or business and
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occupation tax should be forwarded to the Tax

-

Department. e : : -

{b) Income from interstate activities.

(1)

(2)

The gross income of carriers subject to tax is
only that gross income derived from intrastate
activities. The tax is applied against that gross
income derived from transportation activities
within this State, such activities being business
beginning and ending within West Virginia. There-
fore, income derived from interstate activities is
not subject to the tax on gress income. Business
or mileage which originates without West Virrginia
and passes thrcugh this State tc cther jurisdic-
tions, or that which originates within this State
and is carried to .other states and that which
originates outside this State and has a destina-
ticn point herein is not subject to the tax on

gross income. "Pass-through" business and ‘'‘cne-

'péint" buéinesSmabAﬁdfiﬂégiﬁ”and7eﬁé within West

Virginia; therefore, gross income derived from

said activities is interstate income and is not
subject to the annual tax on gross income.

All gress income, from transportation activities,
derived from "two-point'" {beginning and ending
within West Virginia)} business 1s subject ito the

annlual taxX on carriers.
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Secticn 4. Imposition of Annual Tax con Net Income.

~

4.01. Persons Subject tc Tax.

(a) In addition to the annual tax imposed on gross income
(see §3 of these rules and regulations), every carrier doing
business in this State shall pay an annual tax on its net inccme
earned within this State.

{(b) The annual tax on net income shall apply to carriers
whe have income frem transpertation activities beginning and
ending (two-point business) within this State, and who also have
one-point or pass-through business fh7this7State. The annual tax
on net income also applies to persons whe have nc two-point
business in West Virginia but have one-pcint business or zpass-
through business in West Virginia and who also have minimal
connection within this State. TFor example: A trucking company
with its hnome offices in Covingten, Virginia, transports goods

from Virginia to Elkins, West Virginia. On its return trips from

Elkins to Virginia, said carrier transports geoods that were taken

aboard in Elkins. In Elkins, the carrier owns a terminal, main-
tains a small office and employs several persons. The activities
méhtioned in the preceding sentence are sufficient toc subject the
trucking company to the tax on net income, even though the
trucker has no transportation activities which begin and end in
the State and is not subject to the tax on gross income. There-
fore, the trucker must compute his motor vehicle miles within

West Virginia (from the border to Elkins and return) and compute.
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his tax liability on net income by the formula method set forth
in section 3.03(a) of this rule. ’

(c) Types of carriers subject to the tax on net income zare
the same as those carriers listed in section 3.01 of these rules
and regulations and also in section 4.02.

4.02. Tax Rates. -- The rates of tax to be applied against

net income earned within West Virginia are set forth below for

each type of carrier.

Carrier g . "Rate cf Tax
Moter vehicle carriers Six and six-tenths percent
Rallroad car carriers ~ 8ix and six-tenths percent
Railroad carriers Six and six-tenths percent

ExXpress companies ———...81x and six-tenths percent

Pipeline companies ' ' Six and six-tenths percent
Airline companies Six and six-tenths percent
Steamboat or cther watercraft Six and six~tenths percent
Telegraph companies Six and six~tenths percent
Telephone companies _ _ Three and seventy-four

‘ cne hundredihs percent
Urban o¢r suburban bus line | Five percent

. Taxi or cab companies o Five percent

Haulers of waste, refuse
or garbage : - . Five percent

4.03. Determinaticn of Net Income. The net income earned

within this State against which the tax rate is to be applied

shall be determined as follows:
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(z) Motor wvehicles.

(1)

(2)

(33

-

Net income of motor vehicles shall be determined
by reducing the total net income of the carrier by
an amcunt bearing the proportion to such total net
income that its West Virginia gross income bears
tc its total gross income from all buiness done
everywhere.

This reduced amcunt of net income is then reduced
further to an amcunt bearing the preoportion to
such reduced net income of the carrier that its
buéines;:doné in tﬁisrstate in ﬁotor7vehicle miles
bears to all business done everyvhere in motor
vehicle miles.

To illustrate: A trucking company has total net
income of £1,000. sSaid company has total gress
income for the taxable vear c¢f $25,000 and has
West Virginia gross income (beginning and ending)
of 510,000. Therefore, West Virginia gross income
is fority percent (4C%) of total gross income.
This £06rty percent (West Virginia gross as com-
pared to total greoss) is applied .against the
carrier's total net income of §1,000 an reduces
said income to $600, which i1s to be further appor-

tioned and reduced by the mileage factor.

Fage 13
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(b) Railiroad carriers.

Section 4.03(b)

The trucker, in this illustration, had total
mileage, in all st;tes, cf 5,000 miles. His
mileage in West Virginia, beth intrastate and
interstate, was 1,000 miles. Therefore, his West
Virginia mileage factor is twenty percent (20%) of
his total mileag {1,000 miles « 5,000 miles =
20%). This West Virginia mileage factor of 20% is
appiied against the reduced net income of $600 and

results in West Virginia taxable income of $120.

(1)

(2)

(3)

Net income of railroad carriers shall be deter-
mined by reducing the total net inceme of the
carrier by an amcunt bearing the proportion to
such total net inceome that its West Virginia gross
income bears to its total gross income from all
business done everywhere.

This reduced amount of net income is then reduced
further to an amount bearing the proportion *c
such reduced neﬁnincome of the.cafiier that its
business done in this State in ton-miles bears to
all businsss done eéér?whéfénin,ton-ﬁiies;

In computing the annual tax on the net income of a
railroad carrier, passenger-miles within or with-

out West Virginia are not to be considered.
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(¢) Railroad car carriers and eXpress companies.

(1)

Net income of raillroad car carriers and express
companies shall be determined by reducing the
total mnet income of the carrier by an amount
bearing the proportion to such total net income
that its West Virginia gross income bears to its
total gress income from all business done every-
where. .

This reduced amocunt of net income is then reduced
further o an amount bearing the proportion to
such reduced net income of the carrier that its
business done in this State in car-miles bears to

all business done everywhere in car-miles.

(d) Pipeline companies.

(1)

(2}

Net income of pipeline companies shall be deter-
mined by reducing the total net income of the
company by an amount bearing the proportion to
such total net irncome that i1ts West Virginia gross
income bears to 1its total gross income from all
business done everywhere.

This reduced amount of net income is then reduced
further to an amount bearing the preportion to
such reduced net income of the company that its
business done in this State in barrel-miles in the

case of oil and liguid cecal or slurry and of
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thousand cubic feet-miles in the case of gas,
bears tTo all business done, measured in 1like
fashion.

(e) Airline companies and steamboat or other watercraft.

{1} ©Net income cf airlines, steamboats or cther water-
craft shall be determined by reducing the total
net inccme of the carrier by an amount bearing the
proportion to such total net income that its West
Virginla gross Iincomé bears to 1its gross income
frem all business done everywhere.

(2) This reduced amount of net income is then reduced
further %to an amount bearing the proportion to
such reduced net income that its business done in
wWest Virginia, measured in passenger-miles in the
case o¢f airline companies and ton-miles in the
case of any person operating a steamboat or cther
watercrait, bears to all business done, measursad
in like fashion.

.(33__Airiiﬂé Cbmpaﬁzéé,uin Coﬁbﬁéiﬁg tﬁémmiiéage fac-

ter, are to use only passenger-miles.

.(f) Teléﬁhbne éﬁa-telegragi-ééﬂﬁéh&es.‘m'_"

(1) Net income of telephone and telegraph companies
shall be determined by reducing the total net
income of the cdompany by a amocunt bearing the

proportion to such total net income that its West
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Virginia gross income bears to i1ts total gross
income from all business done everywhere.

(2) This reduced amount of net income is then reduced
further to an amount bearing the proportion to
such reduced net income of the company that its
business done in this State in wire-miles bears to
all business done everywhere in wire-miles.

4.04. Exclusions from Income.

{a) For the purpose of computing the amount of annual tax
on net income, the taxpayver must exclude all nontransportation
income. Therefore, the amcunts employed in the formula which are
designated total gross income and West Virginia gross income must
contain only items of income from transportation activities. See
secticn 3.03(a) of these rules and regulations as to nontranspor-
tation inccme.

(b) Total net income as used in the preceding paragraph
shall mean net transportation income of the business. Net trans-
portaticn income may be determined by employing those rules that
are used to compute net income tax due the federal government.
Howeveér, in determining <fctal net income, the taxpaver may
exclude all items of nontransportation income (see section
3.03(a) of these rules) and must exclude any expenses incurred in
relation to the nontransportaticon income. In other words, net
transportation income is that income computed by federal guide-
lines without items of nontranspertation income or exXpenses

reflected therein.

av]
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4.05. Persons Nct Subject to Tax on Net Income. -- Any person

-

who engages in business within West Virginia only (has only two-

point business in West Virginia) is not subject to the annual tax
on net iIncome. Such person is, of course, subject tc the annual
tax on gross income and must report the entire amount of his

gross income from transportation activities thereunder.
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Section 5. Problems, Examples and Sclutions Relating tc

-

Carriers.

5.01. Set forth below are several examples of problems which
arise in regard o the carrier tax. These are presented Ifor
further clarification of the effect and substance of the annual
tax on incomes of certain carriers and cf these rules and regula-
tions. The principles to which these examples relate are con-
talned within subsecticn 2 and 3 of these rules and regulations.

{a) Example 1. Mountain Transit Company cperates =a bus
line wholly within this State. The company has two operations:
(1) a run from Parkersburg to Vienna and return, and (2) a run
from Parkersburg to Clarksburg and return.

For the taxable year 1972, the bus company had the following

items and amounts of income:

(1) Parkersburg-Vienna run $102,000
{2) Parkersburg~-Clarksburg run 258,000
{3) Restaurants in terminals 49,000
(4) Rent from office building 11,¢00
(5) Dividends B 1,000
() Rental of buses to other

carriers 3,000

TOTAL INCOME $430,000

For the purpose of the annual tax on gross income, the bus
company will report on its 1872 carrier tax return those items

enumerated above as (1) and (2). Item (1) gualifies as an "urban

he}
{1
e}
(1]
E_I
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or suburban bus line" (see secticon 1 of these rules) inasmuch as
the Parkersburg - Vienna operatioﬁ’ is 1less than forty miles
measured cne way and the majority of such passengers are using
this bus service as a commuter type service. Therefore, the
greoss income received from <this operation gqualifies for the
reduced tax rate and is to be reported under the urban or subur-
ban classification.

The income received from item (2) above does neot qualify as
urban or suburkan and must be taxed as income to any cother motor
vehicle would be taxed. Inasmuch as such activity began and
ended within this State, the entire amount must be reported under
the gross income column of the carrier tax return.

Item (3) above 1is income from restaurant operations and is
classified as nontranspeortation income. Therefore, said income
is not subject to carrier tax but must be reported for business
and occupation tax purposes.

Items (4) and (&) above gqualify for the same treatment as
item (3).

' Inasmuch as diviﬁéhdé are hbt  considéred tranéportation

income, item (5) is not subject to carrier tax; nor are divi-

" dends, except as to.béﬁiiﬁé and financial gusinéég;é,-éubject to

business and occupation tax.

A prepared 1872 car r income tax return for Mountain

Transit Company is presented at™the next page. It ig to be noted

that Mountain Transit is not, underthis example, reguired to

Fage 20
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compute the annual tax on t income; for the carrier has only

beginning and ending business wihin this State.

/,{4«& oA ».;Loé/)zye, 5 84044‘/
7//1074.“;.
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N

Y - .
PERSONE REQUIRED TO FILE RETURNS |

Every [1) motor vehicke earien; (2) raliroad Soe Sorporation snd ExormEs conportEtion of compsty; (3] telephone
arxd teisgranh worporation; (4} pipe ling corporations.{5), airiing COPOATON, FEIMBSI Of othe watercraft: (6}
raikroad corporstion, towng busings in West Virginia shall report the "gros incoma” from alt businesi brginning and
ending entirsly within West Virginis and, untess engaped in busioes axciutively within West Virginia, shall ‘sl
resort the “pet ineomae’’ exmard withan West Virginka. E

| COMPUTATION OFMET INCOME o

The mat income senad within West Vieginia sall be detaenijned by sscermining & tum bering the prasoition
Ehe total ret ineome of the txpryer that Hs butinens dont in ozt Virpinia meared in {1) matot vehicie-mies of
rrctee wehicle carrier OoaBtio; (2) ten-mies of railrosd catiersand feambort or other watereraft eperation; (3

cxr-milet of rliroad car carriers and Expres companiesid) barrel i in The oo of 0l and liquid eosl of slorry wd
of thousant cubic feet-miles in tha cam of gas, of pice line :nm;#uer: (5) preenger #miles of airline companies; {6
wire-miles of awﬂumwiﬂ,Mmmm donhe maxsred in like fathion, :

The nﬂhco;mohmptvuu‘rhcﬁu!hmbemmt'dongmn\inwmmﬂbnnduc-d by-namwmu-riré .
wmp&ﬁmmuﬁmmﬂetimmmwmafw plyer!_xmmiutoulgrosmﬂveﬁomm

THE FOLLOWING SCHEDULE MUST BE COMPLETED l\‘-l COMPUTING NET INCOME
A. Tota! Net incoms {used for tederal x purposes) of WAXDAYE? wah s "
B. Towl Gross Income of AXPIVE . isrrsersmvosovmarmmennndorrrsananes
¢, Deduct Gross Income from all butiness beginning and ending entirgiy in

. USSR PP S PRTTEEEEL
o B, Remaining Gross INCOME L. u.oiiiarrsrsnentomasmmnsnnnssjrssaanenet
£ Nﬂlmmeofu:pwﬂzobcfunhepwnudforuxation..... ciiessanae
[To ascertain (E) multiply (Al by (D) and divide resuiting amount By (B]
E.. Carriersmiles in West Virginiz A SHPPPIPIY
"G, Toulof miles N B FBLES oo vraiessvnsnsanesssnsrassenne
- . H. Net income eamed within West Virgind ... ..\.
ﬁomln!Hlm‘.ﬁph’#E}b?!F!anddhidem!nwllkmgmun‘ﬂbv[G}

. . DEFINITIONS - \

“Taxatle Grom Income™ means the entire income from al] Susinem

. . Virgink without any deductions whatsoever for the cott of doing busness.

The tzrm “company” Sal! include sny partnership, joint adventure, joint otk esmpaTy of asgocistion.

The phrase “metor vehicle carmier” sull mean any person engaged i the tramporiation of pamengery or
proparty, o both, for compensation by mowx-prope!ied vehicie for Tve operstipn of which 2 perrit or eertificate of
CofEnenes of corvenknce and necessity i required bé 1w .

“The 1erm "lon-mik” s5all be 2 uni of Tansporlion meaning trantporiation of one net ton in weight 3 distee
of one mile, '

The term “patsenger-mile” means the tranmoriation of one prmanger 2 daurca of one mile,

The term “carmile” means the operstion of 3 railroad car over a distanen of mile.

The term ~barrefmlie” means the sanmoration of the equivalent of & barrel f pil a distance of one mile,

The phwr e “motor vehisle-mile™ masnt the oparation of 8 momr vihicle CHTIE over 3 dizancs of ene mile,

inning #nd ending entirely in Wast

oL : do sokeraly
{both &5 15 designations and amounis) entred wn the lorepoing rewm and n any
nmxe,wwmbfmybwwhd;cmdbeiitf,mandmmhuchmdm ouiar,

(B uUe, # made on behalfol 3 COrpOration
Sreudent, VicePresdent, Secratary Treasre, & The

o Y be)
Sworn io and Ribecribed before me this day of
Sasl of Officer Taking Athdarit =
My Ermmision expites on the dry of
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{(b) Example 2. BC, a barge line company, moves coal barges
on the Monongahela River from Moigantown, west Virginia, <*o
Pittsburgh, Pennsylvania. It has no othr transpertation activi-
ties within this State but deces own docking facilities and main-
tains several emplovees withinr this State. Therefore, BC is
subject to the tax on net income but is not subject to the tax on
gross 1ncome inasmuch as it has no'transportation business which
begins and ends within West Virginia.

For purposes of this illustration, it is assumed that the
barge trip from Morgantown toc Pittsburgh is 75 miles, 15 of which
are within this State. It is élso assumed that for the entire
vear that BC had activities from everywhere that totaled 7,300
ton-miles and West Virginia ton-miles of 1,500.

BC's total gross income for the year was $50,000. Its total
net income was §2,000 and was computed by emploving federal
rules. In arriving at total net inccecme, to be used as the start=-
ing point %o dJdetermine tax. on net income, BC eliminated all
nentransportation income and expenses pertaining thereto. Non-
transportation income was also eliminated to_ arrive at total

greoss income.

ier inceme tax return for BC is pre-

sented at the next page.
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. Sworn 1o and subseribed belore me thi dry of

10

bon e mwnm ot eompany; (3} telephone
airling :nfmwx, Sewnbost br other watererafy {9
the “gromt income” frumalbummqunmmd
uduw:iy within West Virgini, sall she

and telrgrach eorporation; (4) pipe jine toeporstion; 1
Failrond carperation, toing I;.-:‘nn in Wt Virpini shal)
ending entirtly within West Virgin and, uniess engsms i)
fEport thy ™ nﬂmcome u-r-dwiﬁmw‘:&\'mn.

COHP‘JTI.TION OF N

Thcrmm-m:imﬁ:nwm\frglmmﬂlbc b bymmngambwmgmpfommu
hmuimimum&nmmmmwm»wg wpinis measrad 0 (1) motor vehicerdle of
MmOLor vehick Carier operztion; (2] tormies of ruiiroad carriers $teambort or other waterzyaft opetation; {10
mrariles of Tailroad car Cacrier: pod exprmm companie;{(d) barmalemiienin the cese of il and liquid eoai o¢ slurry ang
of thoutang cubic feet-miies in T com of get, ©f Dipe line companiet: |5) paeanoer-miies of mrlmem;ws?: {6
wérr-mihs cf miechone ang uieraph SO, bursm il busites g muwnd in Lke {xthion, -

Tmm-mﬂudamwmﬁulhmmmﬁmm' iullbeuduetdbyw:mumb-—mg
ﬂmmpmmwwdmtmimmmcmnmm inoome ol the Wx paver baars 10 115 total ok Income from its
mmmmm

T'-'E FOLLOWINGSCHFDULE MiIST BE m;.mpﬂ COMPUITING WET INDQN!E

A Tou!h::lnmeimedforf:ﬁmluxm)o!uxpmr vede e 5 2 200,00
B. Towl Grom income of TREDHY® . uuieerscvnnenasnyrvaraisadorierrnrsis 350,000, 00
. Decin Grods Income from sl butiness by inning asd endimg entidely in
WeﬂVrrpmu....i..,..,...n...........’,_,__._,....,....1..;.,1..... 'Q"
D Remalning Broms NEOME L uusrarscusrsnasesrsaassos o sas e nn, 550,000.2
E. Net In::rnea‘mmambefunhzmntrdiarmnmn.............a S.2.non DQ_
T o meertrin (E] mohtiply (&) by (D] and givide rls.ﬂ.m; amount by {B)
F. Caierdmiles 3n WERLVIRIRIE oo iansmnnninnss e vnaranas e — 1,300
G. Total of miker in al FIEL o osysvtaarennvassnnrsnscinnass e — 7,500
- K. Net Income aamed within Fam VIRini o cuereene ceeensss danaens i 400

T ¢ stoeriain (H) mottiply (E) by {F) snd divige the ﬂ:ruhmg smount by (G-

. DEFINITIONS
“Taxable Grom income™ means the entire income trom all bust
Virginia without any deductions whrtsoever {or the oo of doing butiness,
The term "mmj:-ny“ srall ingliide eoy prrirecehin, i adventute, (o
The phrase “motor wehiche camisr® shali mean piy person
Droperty, of both, for compenration by matar-propelied wehicle lw the @
SoMvenience of ConVEniens: and htu-srvy i5 reRu e b-y e,
The 1erm "ton-rmie" s*m' be zunit ot vmmnon rnemmg ra
of one mile, ¢
v The erm :unengcr-mlc ‘Preans the ﬂ:rspcnmm of one Dmengfr 2 Eistance of one mile.
. The term “ear-mile™ masns the operation of a railroad car over a distance of one mile,
“The tetm “barrel-mile” mesn: the ranmortztion of the squivalent of » harrel of 0il 3 distanse of one mile,
“The phrate *rnotet vehick-mik™ means the pperation of 4 metor vehicld orier over & gimance of one mile

Sepinming and ending entirely 6 West

1 S1B0K COMBENY Df ASSOCHION,
in the tramportation of passengers of
1m of which 3 permit or cerlilicate of

tiah of one net ton in weight 2 dmmanes

OATH
., do1a ly swear that the statements and ftems

x 1 Peskgnation: and Imouhlsl entered in the foregoing rmlum andpn any additional list aTwched 1o thiz
relumvx,wmbstcf :-wknnwh—e-g-:md beiief, e snd corret in each ang every periicular

1
N\m of Taxpayer

— e = {Otticia! titie, if ¥ on behalf of 3 corporation;
” - o “Presidenty, Vier-Prdent, Secrstary of Trewure:, s the
: ey be) '

Sl gf OHrcef Taxing Aticevis

My mammitsioh expires on the gy of
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{c) Example 3. XY Railrcad Co., a rallroad carrier, has

the following operations in connection with West Virginia:

(1)

(2)

(3)

(4)

Daily operation of a passenger ftrain from Cincin-
nati, Ohio, é§ Washington, D.C., and return. This
run, feor the year 1872, totaled 4,000 passenger-
miles of which 1,800 were pass-through miles
within West Virginia. Total income from this run
was $500,000.

Daily opgration of a freight train between the
same two localities. This run totaled 7,000
ton-miles of which 3,000 were pass-through miles

within  West Virginia. Total income  was

$1,00C,000.

Operation of a freight train from Charleston, West
Virginia; to Richmond, Virginia, and return. This
run totaled 5,000 ton-miles of which 3,000 were
within this State. Total income was $580,000.
Operation of a freight train from Charleston, West
Virginia, tc Logan, West Virginia, and return.
This rﬁn totaled 8,000 ton~miles of which all were
within this State. Income from this run, for the
taxable vear, was $9%0,000.

Income from demurrage in the amount of $9,000 was
received and 51,000 was attributable to this

State.
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{6) Income from switching in the amount of £21,000 was
received and £9,000 thereof was attributable to

this State in that such portion began and ended

here,

{(d) Sclution to Example 3.

(1) Computation of annual tax on gross income. -~ In

order to determine the tax on gross income, the
taxpayer must ccompute income arising from trans-
portation activities which began and ended within

the State.
(A) Item (1) above is not subject to the tax on

gress income since such traffic did not begin

and end within this State.

(B} Item (2) above alsc dces not meet the essen-
tial requirements of two-pcint business;
therefore, such item is not reported for the
tax on gross income.

(C) Item (3) above is not taxable on gross
income. Same reason as Items (1) and {2)
applies.

(D) Item (4) above is subject to the tax on gross
income inasmuch as such income arocse from
two-point activities.

(E) Item ({5) above contains some income (851,000)

which is taxable on the gross income column .
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of the carrier tax return. Demurrage is
considered a transportaticn activity.

(F) Item (6) above contains some inccme (59,000)
which is taxable on the gross income column

cf

the carrier tax return. Switching is a
transportation activity.

Therefcre, under the gross income column of the

carrier tax return, XY Railrcocad Co. will report

taxable income of £1,000,000. 8Said amount is the

sum of Item (4) in whole, Item (5) in part and

Item (6) in part.

Computation of annual <tax on net income. -- In

order to determine its tax 1liability on net
income, XY Railrocad Co. must prepare the formula
cn the reverse side of the carrier tax return.
The explanation which follows of such computation
is numbered and set forth as the apportionment
formula is cn the return.

(A Total Net Income. -- It is assumed for this

illustration that XY's net income, computed
by the federal method, was $200,000. Itenms
of income, 1loss, gain and deduction which
pertain to nontransportation activities have

been excludsed from net income.
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(B)

{D)

(E)

Section 5.01(&)

Total CGress Income. ~- This is the gross

-

amount of all +transportation income £from
wherever derived. The total of Items (2)

through (f) 1is $3,100,000. Anvy nontranspor-

tation income received by a carrier is not to
be reflected within this amount.

West Virginia Gross Income. -- West Virginia

gross income is that income which inures to
XY as a result of two-point transportation
activities within the State. 1In other words,
this amount should egqual that repcrted under

the gross income column (S1,000,000) on the

carrier retfturn.

Remaining Gross Income. -- This figure is

arrived at by subtracting C. froem B. There-
fore, 3,100,000 less $1,000,000 equals
§2,10C,000.

Net Income to be Prorated. -~ This amouni of

net income is found by multiplving (2) by (D)
and dividing the result by (B). The result
in this situatioﬁ-is $135,484.,

Carrier-miles in West Virginia. ~=- AT this

point, XY must total all ton-miles traveled
in this State. Said amount is derived from

all ton-miles traveled in West Virginia, both
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Section 5.01(4)

intrastate and interstate movements. In

other words, toﬁ;miles in West Virginia are

those ton-miles moved in cne-pcint, two-point
and pass-through business.

{1} In computing mileage for this line of
the formula, XY will exclude that mile-
age in Item (a) abcve. Passenger-miles
are not-included in the computation of
this mileage facter, except for airline
companies and motor vehicle carriers. 2
railrocad carrier. would, however, report
gross inceme and pay tax thereon from a
passenger operation which begins and
ends in the State. But passenger-miles,
for railroad carriers, are excluded from
the formula.

(ii) Total ton-miles in West Virginiz are
14,000, composed of 3,000 ton=miles from
Ifémw(£3,ug,ééo t&h;miles from Item (c)
and 8,000 ton-miles from Item (d).

Miles in all States. -~ For railroad carriers

ton-miles in &ll states must be computed.
Passenger-miles are again excluded. There-
fore, in computing this line item of the .

formula, XY will ignore Item (A) above.
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Total ton-miles in all states will be com-
puted from Items (B), (C), and (D}. These
three total 20,000 tone-miles.

(H) West Virginia Net Income. -~ This reduced

amount of West Virginia taxable income is
determined by multiplying (E) by ({(F) and
dividing the result by (G). This computation
results in a figure of £94,83% which is X¥'s
West Virginia ‘taxable net income to be
reported under the nei income column of the
carrier income tax return.

72 carrier income tax return, for

- this example, follsws at the next page.
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Every (1) mator vehicle corrier; [2) raitrosd car o
nd teleoraph corporation; (4) pipe line corpormiion:
raiicond coeporation, 0okng busingss in West Virsnu
ending enticely within Yest Virgina and, unhen
report the “ael 0cOme™ eamed within West Virginia,

Section 5.01(4&)

IRED TO FTLE RETURNS

e m and e brett corperation tt comodey ) |3 telephita

£} yirline cotporation, steambodt of other waereraly {6

1 repor 1he gross come™ Trom all businett beginning and
in butiness exciusively within West Wirginia, shall s

COMPUTATION CIF NET INCOME
 The net income eamed within West Virginia shall be deer
the ™Il p income of the Txpsyer Thin Hs bosmess ¢

motor vehicle carrier ppacation! {2) won-miltes of falizoad
catemiies ©F rallrokd tar carTeers and expres companies 4]
af thoutend aibis feet-miles in the cem of gn, of pipt line
witt-miies of 1elephone ¥l telegrash companias, Saars 1o B

ined By EEcErtaTing A SO SEMing 1he DIOpOMon W
in Wett Virgink maaared i (1) moted vehiche-miles o
iers and mesmbor! o other watercralt operation; (3}
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inest done meaured i Tike fashion,

Ther&ui-rwmuhuipwuﬁw:mllhwebuim mgfcﬂinn:mwlibeuduadbyanjmgmlbuthq
the proportion 1 such 1623 pet income Tt the Fos income of the Tixpayer basrh 10 115 tolal gross income from e
Businems Sone wherever SeacucmEd. !

HE EDLLOWING SEHEDULE MUST BE COMPLETED 1N SOMPUITING NET INCOME

$ 200,000 -
$3,.100,000 =

A. Totsl Nes income {used Tor feders| Lax purposes) of faxpayer

B. Tom! Grom Income D! BRPIYE .. iveavasseneans

e

C. Deduet Gross tnceme from ol busingss beginning nd ending entirely in ' .
Wi:rt\-’ir;inil.......“..»-...................,...-....---,__._..‘-..___..:___51 GD_Q_,_DU)_G}_'_-
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(To seerisin [H} multiphy (E) by (F) amd givide the resulting arhount by {8

DEFINITIONS
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I, . Bo solemnly sweat that the siaternents and nemi
(both 3% to GEIgRELions and smoums) entwered in the forepaing retum and in any adgitional list attached 10 thiz
return ave, 10 the beet 0f my knowisdpe and belief, Tue and corect in pach and every particular,

Namt o Taxpavar

[ 1itie, # madt on behsli o! 3 chpRen
1, Vice Presideny, Secretary or Treakirer, & the

I L e . .. Presic

* Gworn 10 and subicribed beinre me this

Seal of Otfizer Taxing A Kl - . - \\

ory of \ -

M Iemmissicn expires on the

o B

(Efective Jonucry 1, 1974.)
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Section 6.01

Section 6. Return of the Taxpaver.

-

€.01. Annual Return. -- Any taxpayer whe is liable for either

the tax on gross income or the tax on net income, or for both,
shall file an annual carrier income tax return with the State Tax
Department. . The taxpayver shall disclose the fecllowing on said
return:

{(a) The gross income from all transportaticn
business beginning and ending within the State;

(b) The total gross income of the business wherever con-
ducted;

(c) The net transportation income of the business wherever
conducted;

(d) The tctal amount cf business conducted in this State,
measured in the units hereinbefore prescribed, (see section 2 of
these rules, for different types of carriers employ different
units of measure);

(e} The total amount of business done, wherever conducted,
measured,in the units previously prescribed.

6.02. In determining units of measure traveled in West
Viiginia, the Tax Commissioner may designate cne month in the tax
year as the period for which the amount of business conducted in
this State, measured in such units, shall be reported and shall
fix the totdl amount of business conducted in the State for the
whole tax year by multiplying the amount determined for the

designated month by twelve.
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Section 6.032

6.03. In cases where it is not possible for the carrier to
accurately determine its ton—miles,’passenger-miles, etc. within
West Virginia, the carrier may rely upon and the Tax Depariment
will accept statistics and records prepared by the Interstate
Commerce Commission as to that particulr carrier's mileage within
this State. Said reports will only be acceptable if a reasonably

accurate mileage figure cannot be computed from the taxpayer's

bocks and records.

SECTION 7 RESERVED FOR FUTURE USE.
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Section 8.01

Section 8. Tax Year. _ _

8.01. All taxpavers shall keep éooks and file returns on a
calendar year basis. A taxpayer may; with the consent of the Tax
Commissioner, file returns and pay taxes on a basis other than a

calendar vear. Reguests for such permission must be in writing.
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Section 9.01

Section 9. Payment.

9.01. The full amount of carrier tax due the State must be
raid on or befcre the fifteenth {15th) day of the third month
follewing the close of the taxabe year. The taxpaver may elect
to pay the amount of carrier tax in two equal instaliments in
which case the first installment shall be paid on the date herein
above prescribed and the second installiment shall be paid on the
fifteenth (15th) day of the sixth month following the close of
the taxable vesar.

9.02. 1In cther words, for a calendar year taxpaver, the full
amount of the tax is due on March 15 following the close of the
taxable year. He may elect, of course, tec make his payments in

two equal installments on March 15 and June 15.
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Section 10.01

Section 10. Assessment or Deficiency of Tax.

10.01. If the Tax Department beiieves that carrier tax 1is
insufficiently returned by a taxpayeﬁ either because the taxpayer
has failed to promptly remit the tax cor has failed to make a
return, or has made a return which is incomplete, deficient or
otherwise erroneous, the Tax Department will proceed to investi~
gate and determine or estimate the tax liability of the taxpayver
and make an assessment against him.

10.02. If the Tax Department believes that the ccllection cif
the tax will be jeopardized by the delay, it will make an assess-
nent of the tax, noting that fact upon the assessment. Such

assessment is known as a jeopardy assessméent.

SECT

=
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Section 12.01

Secticn 12. Petition for Reassessment.

12.01. If a person against whom an assessment has been made

desires to contest the assessment, he 1s required to £file a
petition for reassessment. The petition for reassessment must be
filed with the Tax Department personally or by certified mail
within thrity (3C) days after service of the assessment. In the
case of a jeopardy assessmeni the petition must be filed within
twenty (20) days. The original and one copy of such petition for
reassessment shall be so filed. . .

12.02. If the +taxpayer fails to file such petition for reas-
sessment within the time required by law, the assessment shall be
conclusive and the amount thereof shall be due and payable.

12.03. The petition for reassessment shall be in writing and
shall be complete in itself so as toc fully state the issues. No
telegram, telephone call or similar communication will be recog-
nized as a petition.

12.04. The petition fcr reassessment shall contain {(a) a
statement of the amocunt cf the deficiency or lisbility, as the
éaSe may be, determined by the Tax Department, the nature of the
tdk, the period for which determined; (b)) clear and concise
assignments of each and every errcr which the petiticner alleges
to have been committed by the Tax Department in the determinaticn
of the deficiency. Each assignment of error shall be numbered;
{(c) clear and concise statements of facts upon which the peti-

tioner relies as sustaining the assignments of exrror; (4} a

)
1
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Section 12.058

prayer, setting forth the relief sought; (e) the signature of the
petiticner; (f) a wverification by tﬂé petitioner; (g) a copy of
the assessment shall be appended to the original ¢f the petiticn.
12.05. In the case oijeopardy assessment a bond with corpoe-
rate surety thereon in penalty double the amount of the assess-
ment, conditicned upon the payment cof all taxes, penalties and
costs legally due, shall accompany the petition for reassessment.
12.06. The Tax Department 1s without authority to extend the
thirty-day pericd in which the taxpaver nust file a petition for

reassessment.
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Section 13.01

Section 13. Hearings and Appeals.

13.01. Hearings upon petitions for reassessment shall be held
at the State Capitol, in Charlestoﬁ, West Virginia, unless good
cause be shown for conducting the hearing elsewhere within this
State.

13.02. Hearings will not be delayed by a motion for continu-
ance unless it is timely made and sets forth good and sufficient
cause. Conflicting engagements of counsel or the employment of
new counsel will never be regarded as grounds for a continuance,
unless set forth in a motion filed promptly after the notice of
hearing has been mailed, or unless extenuating circumstances are
shown which the State deems adequate.

13.03. The‘unexpected absence of the petitioner or his counsel
when a petition is called for hearing will not be the occasion
for delay. The hearing shall proceed and the case be regarded as
submitted on the part of the absent party or parties.

13.04. The petiticner may represent himself or be represented
by scme other person or persons of his cheoesing. A record of the
héaring shall be made.

' 13.05. Petitioner will be given an oppecrtunity for argument
within time limits fixed by the Tax Department following submis-
sion of evidence. The Tax Department will accept briefs in lieu
of  argument. Briefs must be filed timely within the period

prescribed by the hearing examiner.
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Secticon 13.06

13.06. An appeal may be taken by the taxpaver to the circuit
court of the county in which the acéivity taxed was engaged, oOr
in which the taxpayer resides, or in the circuit cocurt of XKanawha
County, within thirty (30) days after he shall have received

notice from the Tax Department of its determination.

SECTIONS 14 AND 15 RESERVEDR FOR FUIURE USE.
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Section 16.01

Section 16. Penalties

16.01. If any taxpayer fails to file the carrier tax return or
files his return but fails tc remit in whole or in part the
proper amount of tax, there shall be &added %o the amount of
unpaid tax, f£from the date such tax should have been paid, a
penalty in the amount of one percent (1%) per month of delin-
quency.

16.02. However, the Tax Commissioner may waive penalties upon
a showing of reasonable cause by the taxpayer for his delin-
guency. Reasonable cause must be affirmatively pleaded, in
writing, by the taxpayver and he must set forth in detail +the
reasons Zfor his delinguency or failure. The Tax Commissioner's
waiver will be in writing.

16.03. Financial hardship such as a lack of funds at the time
the return was due does not qualify as reasonable cause. Also,
the past filing history of a taxpayer is not reslevant when con-
sidering the issue of reasonable cause for a present delinguency.
The fact that the taxpayer, in the past, filed all returns and
paid all taxes timely is immaterial to the issue at hand.

”16.04. Reasonable cause deoes exist for late filing where the
taxpayer, because of circumstances beyond his control, is pre-

vented from filing timely. This results when neatural disasters

such as flocds and fires occur.
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Section 17.01

Section 17. Extension of Time.

-

17.01. The Tax Commissioner is without statutory authority to
grant extensions of time in regard [to the] carrier tax. Inas-
much as this is a tax whch is due and pavable after the taxable
year in which liability accrued, it is not deemed necessary to
have extensions of time, except in the situation set forth in the
next paragraph of this subsection.

17.02. If a taxpayer determines that it will not be possible
to file a return or pay the tax timely, he should notify the Tax
Department of such situation prior to the due date. Such noti-
fication mey then be used by the Tax Department in consideraticn
of penalty waiver.

17.03. If a taxpayer has received an extensicn of time from
the Internal Revenue Service in which teo file its federal income
tax return, said taxpayver shall be entitled to a corresponding
extension of time in which to file his carrier tax return. Upcn
receipt of a federal extension, the taxpayer must notify the Tax
Department of such extension and make application for a West
Virginia extension. The notification and application must be in

writing.
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INTRODUCTION

The West Virginia annual tax oﬂ incomes of certain carriers
is imposed against carriers who do business within West Virginia.
Carriers are motor vehicles, railroads, telephone companies,
airlines, et cetera.

The tax applies only to income received from transportation
activities of a carrier. Income received from activities other
than transportation may be subject to this State's business and
occupation tax.

The tax is separated into two distinct levies: (a) an
annual tax measured by the gross income of the carrier from
transportation business which begins and ends entirely within the
State, (b) and an annual tax measured by the net income of the
carrier from transportation activities conducted everywhere. Net
income is computed by a two-factor formula composed of gross
income and mileage. The starting point for such computation is
federal net income which, in effect, gives the carrier tax act
some semblance of being a conformity statute.

h A taxpayer may be liable for tax under only one of the
levies or both.

Carrier tax returns are filed on a calendar year basis and
are. filed following the close of the taxable year. Returns for
the year 1972 are due on March 15, 1973, and the taxpayer may

elect to pay the 1972 liability in two equal installments. Said

installments are due on March 15 and June 15.
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No quarterly or estimated payments are required of the
taxpayer during the taxable year. f

The carrier tax law does not provide for exemptions from
tax. Therefore, any person who is required to have a permit or
certificate of convenience or convenience and necessity from any

state or the federal government is subject to carrier tax.
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WEST VIRGINIA ADMINISTRATIVE REGULATIONS
STATE TAX DEPARTMENT
LEGISLATIVE
Chapter 11-10

Series XI1I-A
(1974)

Subject: Annual Tax on Incomes of Certain Carriers

Section 1. General

1.01. Type of Reqgulations

These regulations are "legislative rules" as defined in W.

Va. Code § 29A-1~2(d) (1982).

1.02. Scope
. These regulations are an explanation and clarification of

the West Virginia annual tax on incomes of certain carriers,
W. Va. Code § 11-12A-1 et. sedq.
1.03. Authority
These regulations are issued under the authority of W. Va.
Code § 11-10-5a.

1.04., Filing Date

These regulations were promulgated on August 1, 1973 and

. filed with the Office of the Secretary of State on August 1,
1973. In compliance with W. Va. Code § 29A-2-5 (1982), these
regﬁlations were refiled with the Secretary of State on

December 29, 1982.
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Section 1.05

1.05. Effective Date

-

These regulations became effective on January 1, 1974.
1.06. Citation
These regulations may be cited as W. Va. Leg. Reg. (ATC)
11-10, Series XII-~-A § , page (1974).

>
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Section 2.01

Section 2. Definitions.

-

2.01. For purposes of these rules and regulations, the
following terms are hereby defined.

(a) The terms '"person", ‘"company", or '"carrier", herein
used interchangeably, shall include any individual, firm, part-
nership, copartnership, joint adventure, association, corpora-
tion, trust or any other group or combination acting as a unit,
and the plural as well as the singular number.

(b) The term "tax" shall mean the annual tax on incomes of
certain carriers. Said tax is imposed by Article 12A, Chapter 11
of the Code of West Virginia and is referred to as either tax or
carrier tax within these rules.

(c) The term "taxpayer!, as used in these rules and regula-
tions, shall mean any person liable for annual tax on incomes of
certain carriers, and said term is herein used interchangeably
with person, company and carrier.

(d) The term “"urban or suburban bus line" in this State
shall mean bus lines the majority of whose passengers use the
busés for traveling a distance of less than forty (40) mniles
measured one way on the same day between their places of abode
"~ and their places of work, shopping areas or school. In other
words, to qualify as an urban or suburban bus line, the bus
company's passengers must use the bus as a commuter type service
between home and work, school or shopping. Travel of more than

forty (40) miles one way or travel other than commuter type by a

Pace 3
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Section 2.01(e)

majority of the passenger will cause the carrier to be taxable as
a motor vehicle carrier for the pu;poses of the annual tax on
incomes of certain carriers rather than as an urban or suburban
bus line.

(e) The term "motor vehicle carrier" shall mean any person
engaged in the transportation of passengers or property, or both,
for compensation by motor propelled vehicle for the operation of
which a permit or certificate of convenience or convenience and
necessity is required by law.

(1) The required permit or certificate is subject to
the jurisdiction of the Public Service Commission
of West Virginia or a similar agency of any state

~or of the federal government. Any motor vehicle
carrier operating in violation of the rules and
regulations of the Public Service Commission
without the required permit or certificate also is
liable for the annual tax on incomes of certain
carriers. Such person does not avoid taxation by
operating in violation of law.

(2) It is to be noted that the term "motor vehicle
carrier" includes taxi companies, cab companies,
urban or suburban bus lines and any companies
which haul waste, refuse or garbage. These com~

panies or persons are motor vehicle carriers for

purposes of the annual tax on incomes of certain
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Section 2.01(f)

carriers with the gxception of rates of tax.
These particular carriers are not subject to rates
of tax as motor vehicle carriers. Specific rates
of tax are provided for these particular carriers.

(f) The term "ton-mile" shall be a unit of transportation
meaning transportation of one net ton in weight a distance of one
mile.

(g) The term "passenger-mile" means the transportation of
one passenger a distance of one mile.

(h) The term "car-mile" means the operation of a railroad
car over a distance of one mile.

(1) 'The term "barrel-mile" means the transportation of the
equivalent of a barrel of oil or the transportation of the equiv-
alent of a barrel of liquid coal or slurry a distance of one
mile.

(j) The phrase "one thousand cubic feet-mile" means the
transportation of one thousand cubic feet of gas, measured at
sixty degrees Fahrenheit and a pressure of thirty inches of
meréury, a distance of one mile.

(k) The term "wire-mile" means the equivalent of a single

" metallic telephone or telegraph conductor one mile in length.

(1) The phrase "motor vehicle mile" means the operation of

a motor vehicle carrier over a distance of one mile.
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Section 2.01(m)

(m) The term "pass-through business" shall mean, when used
herein, that business, mileage or ;ctivity of a carrier which
originates outside this State but passes through this State to
other states.

(n) The term "one-point business" shall mean that business,
mileage or actvity of a carrier which originates within this
State and is destined for another state, and that business,
mileage or activity of a carrier that originates outside this
State and is destined to a point within this State.

(0) The term "two-point business" shall mean that business,
mileage or activity of a carrier which originates within this

State and is destined to a point within this State. Two-point

business when used herein, shall mean business beginning and

ending within West Virginia.
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Section 3.01

Section 3. Imposition of Annual Tax on Gross Income of Certain

Carriers

3.01. Persons Subject to Tax.

(a) Persons subject to the annual carrier tax on gross
income from doing business in this State are:

(1) Motor vehicle carriers operating on the public
highways of this State;

(2) railroad car carriers;

(3) railroad carriers;

(4) express companies;

(5) pipeline companies;

(6) telephone companies;

(7) telegraph companies;

(8) airline companies, and

(9) any person operating a steamboat or other water-
craft.

(b) All such persons or taxpayers, as enumerated above,
shall pay to the State an annual tax on the gross income derived
froﬁ doing business in this State. Gross income from doing
business in this State shall constitute that gross income derived
" from all business beginning and ending within West Virginia.

3.02. Tax Rates. -- The rates of tax to be applied against
gross income from business done in West Virginia are set forth

below for each type of carrier.
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Carrier Rate of Tax
Motor vehicle carriers Tﬁree and three-tenths percent
" Railroad car carriers Three and three-tenths percent
Railroad carriers Three and three-tenths percent
Express companies Three and three~tenths percent
Pipeline companies Three and three-tenths percent
Airline companies Three and.three-tenths percent
Steamboat or other watercraft Three and three-tenths percent
Telegraph companies Three and three-tenths percent
Telephone companies Three and seventy-four one
hundredths percent ]
Urban or suburban bus line One and sixty-five one i
| hundredths percent .
Taxi or cab companies Two and five-tenths percent

Haulers of waste, refuse g
or garbage Two and five-tenths percent ]

3.03. Exclusions from Gross Incdme.

(a) Nontransportation income. |

(1) Since the gross income from all business done
within the State is that business which begins and
ends entirely within West Virginia, the measure of
the tax shall include only gross income derived
from transportation business. In arriving at the
amount of tax on gross income, the taxpayer should
exclude, from the measure of the tax, that income
derived from activities within this State which is .

nonoperating income. Items of income which are
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(2)

(4)

|
‘ .
(3)

Section 3.03(a)

not attributable to tyansportation business should

not be included in the computation of tax.

Certain items of nonoperating income or income not

in furtherance of the carrier's transportation

business, even though not subject to carrier tax,

are subject to West Virginia's business and occu-

pation tax. To illustrate: A trucking company

receives income from the rental of an office

building within this State. Such income is not

subject to carrier tax but must be reported under

the rental classification on the business and

occupation tax return. See West Virginia Code ch.

11, art. 13.

Items of nonoperating income which are not subject

to carrier tax on gross income include:

(A) income from rental of builings, real estate,
etc.;

(B) income from the production of natural re-
sources;

(C) royalties;

(D) interest, dividends and capital gains;

(E) income from dining rooms, restaurants and
hotels.

Any inquiries as to whether a particular income

item is subject to carrier tax or business and

Tage @
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Section 3.03(b)

occupation tax should be forwarded to the Tax

-

Department.

(b) Income from interstate activities.

(1)

(2)

The gross income of carriers subject to tax 1is
only that gross income derived from intrastate
activities. The tax is applied against that gross
income derived erom transportation activities
within this State, such activities being business
beginning and ending within West Virginia. There-
fore, income derived from interstate activities is
not subject to the tax on gross income. Business

or mileage which originates without West Virrginia

- and passes through this State to other jurisdic-

tions, or that which originates within this State
and is carried to other states and that which
originates outside this State and has a destina-
tion point herein is not subject to the tax on
gross income. '"Pass-through" business and "one-
point' business do not begin and end within West
Virginia; therefore, gross income derived from
said activities is interstate income and is not
subject to the annual tax on gross income.

All gross income, from transportation activities,
derived from "two-point'" (beginning and ending
within West Virginia) business is subject to the

annual tax on carriers.
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Section 4.01

Section 4. Imposition of Annual Tax on Net Income.

-

4.01. Persons Subject to Tax.

(a) In addition to the annual tax imposed on gross income
(see §3 of these rules and regulations), every carrier doing
business in this State shall pay an annual tax on its net income
earned within this State.

{(b) The annual tax on net income shall apply to carriers
who have income from transportation activities beginning and
ending (two-point business) within this State, and who also have
one-point or pass-through business in this State. The annual tax
on net income also applies to persons who have no two-point
business in West Virginia but have one-point business or pass=-
through business in West Virginia and who also have minimal
connection within this State. For example: A trucking company
with its home offices in Covington, Virginia, transports goods
from Virginia to Elkins, West Virginia. On its return trips from
Elkins to Virginia, said carrier transports goods that were taken
aboard in Elkins. 1In Elkins, the carrier owns a terminal, main-
taiﬁs a small office and employs several persons. The activities

mentioned in the preceding sentence are sufficient to subject the

- trucking company to the tax on net income, even though the

trucker has no transportation activities which begin and end in
the State and is not subject to the tax on gross income. There-
fore, the trucker must compute his motor vehicle miles within

West Virginia (from the border to Elkins and return) and compute
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Section 4.02

his tax liability on net income by the formula method set forth

in section 3.03(a) of this rule.

(c) Types of carriers subject to the tax on net income are

the same as those carriers listed in section 3.01 of these rules

and regulations and also in section 4.02.

4.02. Tax Rates. =-- The rates of tax to be applied against

net income earned within West Virginia are set forth below for

each type of carrier.

Carrier
Motor vehicle carriers
Railroad car carriers
Railroad carriers
Express companies
Pipeline companies
Airline companies
Steamboat or other watercraft
Telegraph companies

Telephone companies

Urban or suburban bus line

. Taxi or cab companies

Haulers of waste, refuse
or garbage

4.03. Determination of Net Income.

within this State against which the

shall be determined as follows:

Six
Six
Six
Six
Six
Six
Six

Six

Rate of Tax

and
and
and
and
and
and
and

and

six-tenths
six-tenths
six-tenths
six-tenths
six-tenths
six-tenths
six-tenths

six-tenths

percent
percent
percent
percent
percent
percent
percent

percent

Three and seventy-four
one hundredths percent

Five percent

Five percent

Five percent

The

net income

earned

tax rate 1s to be applied
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Section 4.03(a)

(a) Motor vehicles.

(1)

(2)

(3)

-~

Net income of motor vehicles shall be determined
by reducing the total net income of the carrier by
an amount bearing the proportion to such total net
income that its West Virginia gross income bears
to its total gross income from all buiness done
everywhere.

This reduced amount of net income is then reduced
further to an amount bearing the proportion to
such reduced net income of the carrier that its
business done in this State in motor vehicle miles
bears to all business done everywhere in motor
vehicle miles.

To illustrate: A trucking company has total net
income of §1,000. .Said company has total gross
income for the taxable year of $25,000 and has
West Virginia gross income (beginning and ending)
of $10,000. Therefore, West Virginia gross income
is forty percent (40%) of total gross income.
This forty percent (West Virginia gross as com-
pared to total gross) is applied against the
carrier's total net income of §1,000 an reduces
said income to $600, which is to be further appor-

tioned and reduced by the mileage factor.

Page 13




State Tax Department
Leg. Reg. 11-10

Series XII-A

(4)

Section 4.03(b)

The trucker, in this illustration, had total
mileage, in all st;tes, of 5,000 miles. His
mileage in West Virginia, both intrastate and
interstate, was 1,000 miles. Therefore, his West
Virginia mileage factor is twenty percent (20%) of
his total mileag (1,000 miles + 5,000 miles =
20%). This West Virginia mileage factor of 20% is

applied against the reduced net income of $600 and

results in West Virginia taxable income of $120.

(b) Railroad carriers.

(1)

(2)

(3)

Net income of railroad carriers shall be deter-

mined by reducing the total net income of the

- carrier by an amount bearing the proportion to

such total net income that its West Virginia gross
income bears to its total gross income from all
business done everywhere.

This reduced amount of net income is then reduced
further to an amount bearing the proportion to
such reduced net income of the carrier that its
business done in this State in ton-miles bears to
all businsss done everywhere in ton-miles.

In computing the annual tax on the net income of a
railroad carrier, passenger-miles within or with-

out West Virginia are not to be considered.
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(c¢) Railroad car carriers and express companies.

(1)

(2)

-

Net income of railroad car carriers and express
companies shall be determined by reducing the
total net income of the carrier by an amount
bearing the proportion to such total net income
that its West Virginia gross income bears to its
total gross income from all business done every-
where.

This reduced amount of net income is then reduced
further to an amount bearing the proportion to
such reduced net income of the carrier that its
business done in this State in car-miles bears to

all business done everywhere in car-miles.

(d) Pipeline companies.

(1)

(2)

Net income of pipeline companies shall be deter-
mined by reducing the total net income of the
company by an amount bearing the proportion to
such total net income that its West Virginia gross
income bears to its total gross income from all
business done everywhere.

This reduced amount of net income is then reduced
further to an amount bearing the proportion to
such reduced net income of the company that its
business done in this State in barrel-miles in the

case of o0il and liguid coal or slurry and of
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thousand cubic feet-miles in the case of gas,

bears to all business done, measured in like

fashion.

(e) Airline companies and steamboat or other watercraft.

(1) Net income of airlines, steamboats or other water-
craft shall be determined by reducing the total
net income of the carrier by an amount bearing the
proportion to such total net income that its Wwest
Virginia gross income bears to its gross income
from all business done everywhere.

(2) This reduced amount of net income is then reduced
further to an amount bearing the proportion to

- such reduced net income that its business done in
West Virginia, measured in passenger-miles in the
case of airline companies and ton-miles in the
case of any person operating a steamboat or other
watercraft, bears to all business done, measured
in like fashion.

(3) Airline companies, in computing the mileage fac-
tor, are to use only passenger-miles.

(f) Telephone and telegraph companies.

(1) Net income of telephone and telegraph companies
shall be determined by reducing the total net
income of the company by a amount bearing the

proportion to such total net income that its West
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Virginia gross income bears to its total gross
income from all business done everywhere.

(2) This reduced amount of net income is then reduced
further to an amount bearing the proportion to
such reduced net income of the company that its
business done in this State in wire-miles bears to
all business done everywhere in wire-miles.

4.04. Exclusions from Income.

(a) For the purpose of computing the amount of annual tax
on net income, the taxpayver must exclude all nontransportation
income. Therefore, the amounts employed in the formula which are
designated total gross income and West Virginia gross income must
contain only items of income from transportation activities. See
section 3.03(a) of these rules and regulations as to nontranspor-
tation income.

(b) Total net income as used in the preceding paragraph
shall mean net transportation income of the business. Net trans-
portation income may be determined by employing those rules that
are'used to compute net income tax due the federal government.
However, 1in determining total net income, the taxpayer may
exclude all items of nontransportation income (see section
3.03(a) of these rules) and must exclude any expenses incurred in
relation to the nontransportation income. In other words, net
transportation income is that income computed by federal guide-
lines without items of nontransportation income or expenses
reflected therein.
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4.05. Persons Not Subject to Tax on Net Income. -~ Any person

-

who engages in business within West Virginia only (has only two-

point business in West Virginia) is not subject to the annual tax
on net income. Such person is, of course, subject to the annual
tax on gross income and must report the entire amount of his

gross income from transportation activities thereunder.
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Section 5. Problems, Examples and Solutions Relating to

-

Carriers.

5.01. Set forth below are several examples of problems which
arise in regard to the carrier tax. These are presented for
further clarification of the effect and substance of the annual
tax on incomes of certain carriers and of these rules and regula-
tions. The principles to which these examples relate are con-
tained within subsection 2 and 3 of these rules and regulations.

(a) Example 1. Mountain Transit Company operates a bus
line wholly within this State. The company has two operations:
(1) a run from Parkersburg to Vienna and return, and (2) a run
from Parkersburg to Clarksburg and return.

For the taxable year 1972, the bus company had the following

items and amounts of income:

(1) Parkersburg-Vienna run $102,000
(2) Parkersburg-Clarksburg run 258,000
(3) Restaurants in terminals 49,000
(4) Rent from office building 11,000
(5) Dividends 1,000
(6) Rental of buses to other

carriers 9,000

TOTAL INCOME $430,000

For the purpose of the annual tax on gross income, the bus
company will report on its 1972 carrier tax return those items

enumerated above as (1) and (2). Item (1) gqualifies as an "urban

Page 19




State Tax Department
Leg. Reg. 11-10
Series XII-A

Section 5.01(a)

or suburban bus line" (see section 1 of these rules) inasmuch as
the Parkersburg - Vienna operatioﬁ» is less than forty miles
measured one way and the majority of such passengers are using
this bus service as a commuter type service. Therefore, the
gross income received from this operation qualifies for the
reduced tax rate and is to be reported under the urban or subur-~
ban classification.

The income received from item (2) above does not qualify as
urban or suburban and must be taxed as income to any other motor
vehicle would be taxed. 1Inasmuch as such activity began and
ended within this State, the entire amount must be reported under
the gross income column of the carrier tax return.

Item (3) above is income from restaurant operations and is
classified as nontransportation income. Therefore, said income
is not subject to carrier tax but must be reported for business
and occupation tax purposes.

Items (4) and (6) above qualify for the same treatment as
item (3).

" Inasmuch as dividends are not considered transportation
income, item (5) is not subject to carrier tax; nor are divi-
h dends, except as to banking and financial businesses, subject to
business and occupation tax.

A prepared 1972 carrier income tax return for Mountain

Transit Company is presented at the next page. It is to be noted

that Mountain Transit is not, under this example, required to
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compute the annual tax on net income; for the carrier has only

-

beginning and ending business within this State.
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-

PERSONS AEOUIRED TO FILE RETURNS

Every (1) molor vehicle carrier; [2) radirosd i corporation snd express corporition or company: (3) telephone

and telegraph corporation; (4) pipe line corporation; (5), sirfine corporation, steamboat or othe wateccraft; (6}

iroead corp ion, doing busi in West Virginia shalt report the "gross incoma® trom alt business beginning and

ending entirely within West Virginia and, uniest engaged in busires sxclusively within West Virginia, shall ‘also
raport the “net incoma®” aarmed within West Virginia, :

| COMPUTATION OF NET INCOME

The net income serned within West Virginia shall be determined by mcarnining & sum b ing the propoition (o
the vl net income of Uw taxprywr that its business dona in West Virginis measured in (1) mator wehicie-mites of
motor vehicle carrier operation; (2) iles of raiiroad carriers and stesmbost or other watercraft operation;-(3)
carvmiles of reiirosd car carriers and expres conpanies;{4) barrel-miles in the case of oil and liquid coal or slurry and
of thousand cubic fest-miles in the cem of gas, of pipe line companies; (5) prsenger-miles of airling companies; 6
wirw-miles of telephone and telegraph companies, bears to all business done measured in like fathion, .

Tmmtlnm;mohuxpwu;dwi\dlhumuxudonm-' shall be reduced by an amg bumq
wmpdrﬁonmwdnoulmtimmereninwrmo'u\eu:plyerl_:unmiuioulvwifmm!romiu
business done wherever conducted. ’ . .

THE FOLLOWING SCHEDULE MUST BE COMPLETED IN COMPUTING NET INCOME.

Total Net income {used for federal tax purposes) of taxpayer ... ... %0 ren -
. Toul Gross Income of taxpayer ...... teisseseiisasunnnn vaseresntaans
. Deduct Gross Income from aft business beginning and ending entirely in
R P PPPP PR PR EPRPETEE RS
. Remaining Gross Income ...... e eveneabavansrreaar e .
. Net incoms of taxpaysr 10 be further prorated for tAXaTON . .oovaoriananns
{To mcertain (E) multiply (A} by (D) and divide resulting amount by (BF
- Caeriet-miles in West Virginia ....ecvacaeens e reiaeineeaseesinerrnaas
. Total of miles in o)l states ....... fevneessasesvennsosnns vevneaes veane
. Nat Income esmad within West Virginia ., .ocovviiesees erramenanas
{To ascertain {H) multiply (E) by {F) and divide the remslting amount by G)

mOo nNw)

o

B . DEFINITIONS - . .
#Taxable Gros Income™ mams the entire income from all business beginning and ending entirely in West
. . Virginia without any deductions whatoever for the cost of doing business. ' -
The tetm “compsny* shall include any partnecship, joint adventire, joint otk companty or association.
The phrase “motwr vehicle camier™ shall mean sny person engaged in the wansportation of passengers or
property, of both, for compenisation by motor-propelled vehicie for the operstion of which a petmit or certificate of

convenehes of e and ity is required by law. . -
The term “tor-mile” shall be a unit of Tansportation meaning transportation of ont net ton in waight a distance
of ene mile. )

The term *prsenger-mile” mesns the tansporution of one pasenger & distance of one mile.

The term “car-mile” means the operation-of » railtesd car over a distance of one mile.

The term “barrei-mile™ means the transportation of the eguivalent ot a barrel of oil distance of one mile,
The phrase “motor vehicie-mile™ masns the operation of a motwr vehicle earrier over a distance of one mile,

OATH _
L : o solemnly swear that the statements and items
{both a3 10 designati - ) entred in Hufmmingnwrnwhmyaddhioml list attache’ D this
nwmrl,mwmbfmykmhdwmdbdid,mmdmmh-ﬁlmdmpnnimlr.

Nana of Taxpeyer

———

(Official utle, if made on behalt of a corporation:
Priident, Vice-President, Secretary or Trewsurer, & twe

case may be.)
Sworn to and subwribed before me this day of 19 ..
Seal of Officar Taking Atfidavit
Mv enminision expires on the dey of [V | - PR,
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(b) Example 2. BC, a barge line company, moves coal barges
on the Monongahela River from Mo;gantown, West Virginia, to
Pittsburgh, Pennsylvania. It has no othr transportation activi~
ties within this State but does own docking facilities and main-
tains several employees within this State. Therefore, BC is
subject to the tax on net income but is not subject to the tax on
gross income ilnasmuch as it has no transportation business which
begins and ends within West Virginia.

For purposes of this illustration, it is assumed that the
barge trip from Morgantown to Pittsburgh is 75 miles, 15 of which
are within this State. It is also assumed that for the entire
year that BC had activities from everywhere that totaled 7,500
ton-miles-andIWest Virginia ton-miles of 1,500.

BC's total gross income for the year was $50,000. Its total
net income was 52,000 and was computed by employing federal
rules. In arriving at total net income, to be used as the start-
ing point to determine tax on net income, BC eliminated all
nontransportation income and expenses pertaining thereto. Non-
trahsportation income was also eliminated to arrive at total
gross income.

A prepared 1972 carrier income tax return for BC is pre-

sented at the next page.
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5.01(b)
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-

‘ PERSONS REQUIRED TO FILE RETURNS

| Every (1) mator vehicls carvier; (2] raitrosd ear corporstion and Scporation or company; (3) weleph

; and telegraph eorporation; (4) pipe tine corporstion; 15) sitline wrpormm. mesmbast or other umm:uh &
railroxt corporption, doing business in West Virginia shall report the “gros ™ from afl busi g anc
ending entirely within West' Virginla and, unies engaged in tasi clusively within West Vargmn shall atso

npon the “net hwme" wmdwmmw'ﬂ Virpnnh.
COMP’UTATIDN OF NET INCOME

. The rat income sarned within Wert Virginia shall hdﬂmhd by nuruinm 8 3um baaring the proportion to

the o) net hwmoof'lhemm-':hniuhmmﬁnmw“vmnhmmudhll)mﬁmmqﬂuﬂ
motor vehicle cartier operation; (2) t les of railroad curien snd hoxt or other on; (3)
surmiles of railroad car carriers and exproms companies;{4) barrel-miles in the csse of oil and I-qund cml or slurry and
of thoussnd cubic fest-mikes in the casw of gus, of pipe lie companies: 15) pmmw-m-m of sirline companfs (3]
win-mnlun! lept and telegrapt bﬂnunll'- G done < in like tashi

Them i'mdlhxmwhoﬁlllhmhunmﬂmmincomiullbel’duudbymmmmhmm
ﬁnmmm‘ow:hmlmlmmnmmmofwnxpwuhuﬂm 13 wnal gross income from s
bnisi done wh

____1uﬂnmmmumﬂmuﬁmnusmnﬂmnmmmammﬁumaﬁ;_ﬂ__

‘A, Toul Net Income {used for fedwral tax purposes) of. nxplyer .. , $.2,000.000
B, Total Gross InCOme Of TXPEVE ... .. vveuvriirrinronminssriiiniass . $50,000.00
€. Deduct Gress Income from all business boginning and ending l‘ntlrely in ) :
Wt Vimpinie . ..o i i s ot
. D. Remaining Gros income . ,......... eererans evereias . . $50,000.20
. E. Net income of taxpayer 1 be furthar prorated for taxation . ... ......... ter e 5.2,000,00
(To sxcertain {E) multiply (A) by (D) and divide rmmng amount by (B)
F. Carvier-miles inWest Vimginia .......ooiiniiiiinniiniiia, FEPRPT 1,500
G Towiofmilesin sl FUMMEE ...ovuvrennnnnns 7.500
. H. Net Income aarned within West Virginia . ........... : - 400
{To sscertain (H) muttiply (E} by (F) and divide the rﬂuhmg smount by (G) -
. DEFINITIONS
“Taxable "Gross Incoms"” memms the entire | from all busi begitning and ending entirely in West

Virginia without any deductions whatsoever for the cost of doing business,

The term "mwv" shall include any partrarghip, joint sdventure, joint sock company or nsocmoon

The phrase “molof wehicle carrier” shall mesn sny person engaged in the iransportation of passengers or
property, or both, for compensation by motor-propelisd vehicle for the operation of whvch a permit or eertificaie of
convenience of convenichce ant PecrRity is requited by bw,

The term ton-rmle ihtll be » unit of transportation meaning transportation of one net ton in weight a distance
of one mile. - o, .

The term plmnger-rmle “means the warsportation of one passenger a distance of one mile.

. The term “car-mile” mesnt the opsration of » rilrosd car over a distance of one mile,

" The term “Barrel-mile” means the transportstion of the equivaient of 8 barrel of oil a distance of one mile.

“The phrase “motor vehiche-mile” means the operation of a motor vehicle carrier over a distance of one mile

OATH
1, , 00 30} ly wtar that the S1Iatements and itemns

{both & 10 designations -N'Id amounts) entered in the Ionwing ruum and in any additional list atisched 1o this
retum e, 10 the best of my knowletdge and belief, true and comect in each and avery particular.

Name cl_Tlxp‘aym

(Ortficial tithe, if made on behat! of & corpormion:
President, Vu—Pruodm\. S-r.!!ury or Treawrer, | the

e may be.)
_ Swomn 1o and subscribed before me this .. day of NS | T
. Seal of Otficer Taking Atfidavit _
Mv rnmmission expires on the day of S [ J—
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(c) Example 3. XY Railroad Co., a railroad carrier, has

the following operations in connection with West Virginia:

(1)

(2)

(3)

(4)

(3)

Daily operation of a passenger train from Cincin-
nati, Ohio, to Washington, D.C., and return. This
run, for the year 1972, totaled 4,000 passenger-
miles of which 1,800 were pass-through miles
within West Vvirginia. Total income from this run
was $500,000.

Daily operation of a freight train between the
same two 1localities. This run totaled 7,000
ton-miles of which 3,000 were pass~through miles

within West Virginia. Total income was

. $1,000,000.

Operation of a freight train from Charleston, West
Virginia, to Richmond, Virginia, and return. This
run totaled 5,000 ton-miles of which 3,000 were
within this State. Total income was $580,000.
Operation of a freight train from Charleston, West
Virginia, to Logan, West Virginia, and return.
This run totaled 8,000 ton-miles of which all were
within this State. Income from this run, for the
taxable year, was $990,000.

Income from demurrage in the amount of $9,000 was
received and 51,000 was attributable to this

State.
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(6) Income from switching in the amount of $21,000 was
received and $9,000 %hereof was attributable to
this State in that such portion began and ended
here.

(d) Solution to Example 3.

(1) Computation of annual tax on gross income. =-- In

order to determine the tax on gross income, the

taxpayer must compute income arising from trans-

portation activities which began and ended within
the State.

(A) Item (1) above is not subject to the tax on
gross income since such traffic did not begin .
and end within this State.

(B) Item (2) above also does not meet the essen-
tial requirements of two-point business;
therefore, such item is not reported for the
tax on gross income.

(C) 1Item (3) above 1is not taxable on gross
income. Same reason as Items (1) and (2)
applies.

(D) 1Item (4) above is subject to the tax on gross
income inasmuch as such income arose from
two-point activities.

(E) 1Item (5) above contains some income ($1,000)

which is taxable on the gross income column .
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of the carrier tax return. Demurrage is
considered a transportation activity.
(F) 1Item (6) above contains some income (59,000)
which is taxable on the gross income column
of the carrier tax return. Switching is a
transportation activity.
Therefore, under the gross income column of the
carrier tax return, XY Railroad Co. will report
taxable income of $1,000,000. Said amount is the
sum.of Item (4) in whole, Item (5) in part and

Item (6) in part.

Computation of annual tax on net income. ~- In

~order to determine its tax 1liability on net

income, XY Railroad Co. must prepare the formula
on the reverse side of the carrier tax return.
The explanation which follows of such computation
is numbered and set forth as the apportionment
formula is on the return.

(A Total Net Income. -- It is assumed for this

illustration that XY's net income, computed
by the federal method, was £200,000. Items
of income, 1loss, gain and deduction which
pertain to nontransportation activities have

been excluded from net income.
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(B)

(C)

(D)

(E)

(F)

Section 5.01(4)

Total Gross Income. -- This 1is the gross

-

amount of all +transportation income from

wherever derived. The total of Items (a)

through (f) is $3,100,000. Any nontranspor-

tation income received by a carrier is not to
be reflected within this amount.

West Virginia Gross Income. -- West Virginia

gross income is that income which inures to
XY as a result of two-point transportation
activities within the State. In other words,
this amount should equal that reported under

the gross income column ($1,000,000) on the

carrier return.

Remaining Gross Income. -- This  figure is

arrived at by subtracting €. from B. There=-
fore, $3,100,000 1less $1,000,000 equals
$2,100,000.

Net Income to be Prorated. -- This amount of

net income is found by multiplying (A) by (D)
and dividing the result by (B). The result
in this situation is $135,484.

Carrier-miles in West Virginia. -- At this

point, XY must total all ton-miles traveled
in this State. Said amount is derived from

all ton-miles traveled in West Virginia, both
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Section 5.01(4)

intrastate and interstate movements. In

other words, toﬂ;miles in West Virginia are

those ton-miles moved in one-point, two-point
and pass-through business.

(1) In computing mileage for this line of
the formula, XY will exclude that mile-
age in Item (a) above. Passenger-miles
are not included in the computation of
this mileage factor, except for airline
companies and motor vehicle carriers. A
railroad carrier would, however, report
gross income and pay tax thereon from a
passenger operation which begins and
ends in the State. But passenger-miles,
for railroad carriers, are excluded from
the formula.

(1i) Total ton-miles in West Virginia are
14,000, composed of 3,000 ton-miles from
Item (b), 3,000 ton-miles from Item (c)
and 8,000 ton-miles from Item (d).

Miles in all States. -- For railroad carriers

ton-miles in all states must be computed.
Passenger-miles are again excluded. There-
fore, in computing this line item of the

formula, XY will ignore Item (A) above.
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Total ton-miles in all states will be com-
puted from Items (B), (C), and (D). These
three total 20,000 ton-miles.

(H) West Virginia Net Income. -- This reduced

amount of West Virginia taxable income 1is
determined by multiplying (E) by (F) and
dividing the result by (G). This computation
results in a figure of $94,839 which is XY's
wWest Virginia taxable net income to be
reported under the net income column of the
carrier income tax return.
(2) A prepared 1972 carrier income tax return, for .

- this example, follows at the next page.
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-,
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PERSONS REQUIRED TO FILE RETURNS

Ewery (1) motor vehicle carrivr; (2) railrond car corporation and expris corp Won or party; (3) teleph

and telegraph corporation; (4) pipe line corpoction; (5} sirline corporation, siesmbost or other watercraft; (6).

raiirond corporation, doing business in Wast Virginia shall report the “gross income” from all business beginning wnd

_ wnding entirely within West Virginia and, unles engaged in business exciusively within Went Virginia, shall alw
repert the “'net income” earmed within West Virginia. .

COMPUTATION OF NET INCOME

_ The net income earned within West Virginia shall be determined by sscertaining a sum bearing the proporon 1o
the Toml net income of the taxpayer that its business done in West Virginia measured in {1) motor vehiche-miles of
motor wehicle carrier oparation; {2) tor-miles of railroad cartiars and neamboit of other watercraft operstion; 3
car-milas of raiiroad car carriers and express companies;{4) barral-miles in the case of oil and liguid coal or slurty and
of thousand aubic fest-miles in the case of gas, of pipe line companies; (5] prssenger-miles of sirline companies; (€)
wire-miles ol_uhpm and 1elegraph companias, bears to sll pusiness done measured in like fashion,

The net income of a taxpayer who shall heve been taxed on gross income shall be reduced by an amount beating
proportion to such total nej-iv‘me it lhe_ron income of the mxpayer bears to its 101al gross income from its

the
b aone wh

THE FOLLOWING ) P IN COMPUTING NET INCOM ?

A. Toul Net income {used for federal tax purposm) of taxpayer e a8 200,000 =

B. Total Grom INCOME Of TAXBAYET . evurrvaasnsasuesoreosissnineses $3,100,000 =
¢. Deduct Gross income from all business beginning and ending entirely in : -

WERL VMR + - e eevmaasrssnsnnsntasiannensasanenmisbssnens ......_51.‘.1_000&0,_0 -
[. Remaining Gross INCOME L .ooureivaisnsanses $2,100,000=
E. Net Income of Taxpayer 1o be further prorated for WEEtON ... ..o cnoe L5 135,484 =

(To sscertain (E) multiply (A) by (D) and divide ressiting amount by {E] .

F. Carrir-mides in West Virginia ,....cocannrnmainnaes ebereaneaen 14,000
G. Towl of milesin all SUIES L. ouvrenennenssnvrrsviaranssrarriosecnss 20,000
H. Net Income sarned withih West Virginia ....o.oovansae $§ 94,838 =

{To ascertain (M) muttiply (E) by (F) and divide the resulting arount by (G)

DEFINITIONS .

sTaxsble Gross income” means the sntire income from ol busivess beginning end ending entirely in West
Virginia without any deducti h {or the cost of doing business,

The term “company” shall inciude shy partnership, joint adventure, joint stock compeny or association,

The phrase “motor vehicle carrier” shali mean any person engsped in the tramsportation of pagsengers or
property, o both, for compensation by motor-propelisd wvehicle for the operation of which & permit or certificate of
Comvenience 6F convenience and necessity is required by law. . ]

. The 1erm “10n-mile” shall ba & unit of Tanspormation meaning transporistion of one net 1on in weight & distance
of one mite. . :
The term “passenger-mile’’ means the transportation of one passenger & distance of one mile.
The term “ear-mile” means the operation of 3 railroad car over a distance of one mile, : .
The 1erm “barrekmile” means the transportstion of the wquivalent of » barrel of oil 3 distance of one mile,
The phrast “'motor vehickemile” tnaans the operation of 2 motor vehicle carrier ovet 3 distance of one mile.

OATH

I, w . 60 solermnly swear that the siatements and items
thoth s to designstions and & mis) entered in -The foregoing retumn and in any sdditiona! list sttached 10 this
return are, 10 the best of my knowledge snd belief, true and correct in each and every particulsr.

Name of Taxpayer

(Otficial vitle, il made on behalt . 01 a cotporation;
President, Vice-Presideny, Secretary or Treasurer, & the
case may be.}

* Sworn 1o and subscribed before me this day of N,

Seal of Otficer Taking Affidavit

Mv enmmiusion expites on the oay of

(E fective January 1, 1974.)
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Section 6. Return of the Taxpayer.

-

6.01. Annual Return. -- Any taxpayer who is liable for either

the tax on gross income or the tax on net income, or for both,
shall file an annual carrier income tax return with the State Tax
Department. The taxpayer shall disclose the following on said
return:

(a) The gross income from all transportation
business beginning and ending within the State:

(b) The total gross income of the business wherever con-
ducted;

(c) The net transportation income of the business wherever
conducted;

(d) The total amount of business conducted in this State,
measured in the units hereinbefore prescribed, (see section 2 of
these rules, for different types of carriers employ different
units of measure);

(e) The total amount of business done, wherever conducted,
measured in the units previously prescribed.

6.02. In determining units of measure traveled in West
Vifginia, the Tax Commissioner may designate one month in the tax
year as the period for which the amount of business conducted in
this State, measured in such units, shall be reported and shall
fix the total amount of business conducted in the State for the
whole tax year by multiplying the amount determined for the

designated month by twelve.
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Section 6.03

6.03. In cases where it is not possible for the carrier to
accurately determine its ton-miles,'passenger-miles, etc. within
West Virginia, the carrier may rely upon and the Tax Department
will accept statistics and records prepared by the Interstate
Commerce Commission as to that particulr carrier's mileage within
this State. Said reports will only be acceptable if a reasonably

accurate mileage figure cannot be computed from the taxpayer's

books and records.

SECTION 7 RESERVED FOR FUTURE USE.
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Section 8.01

Section 8. Tax Year.

8.01. All taxpayers shall Kkeep ﬁooks and file returns on a
calendar year basis. A taxpayer may, with the consent of the Tax
Commissioner, file returns and pay taxes on a basis other than a

calendar year. Redquests for such permission must be in writing.
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Section 9.01

Section 9. Payment.

9.01. The full amount of carriei tax due the State must be
paid on or before the fifteenth (15th) day of the third month
following the close of the taxabe year. The taxpayer may elect
to pay the amount of carrier tax in two equal installments in
which case the first installment shall be paid on the date herein
above prescribed and the second installment shall be paid on the
fifteenth (15th) day of the sixth month following the close of
the taxable year.

9.02. In other words, for a calendar year taxpayer, the full
amount of the tax is due on March 15 following the close of the
taxable year. He may elect, of course, to make his payments in

two equal installments on March 15 and June 15.
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Section 10.01

Section 10. Assessment or Deficiency of Tax.

10.01. If the Tax Department béiieves that carrier tax is
insufficiently returned by a taxpayer either because the taxpayer
has failed to promptly femit the tax or has failed to make a
return, or has made a return which is incomplete, deficient or
otherwise erroneous, the Tax Department will proceed to investi-
gate and determine or estimate the tax liability of the taxpayer
and make an assessment against him.

10.02. If the Tax Department believes that the collection of
the tax will be jeopardized by the delay, it will make an assess-
ment of the tax, noting that fact upon the assessment. Such

assessment is known as a jeopardy assessment.

SECTION 11 RESERVED FOR FUTURE USE.
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Section 12.01

Section 12. Petition for Reassessment.

-

12.01. If a person against whom an assessment has been made

desires to contest the assessment, he is required to file a
petition for reassessment. The petition for reassessment must be
filed with the Tax Department personally or by certified mail
within thrity (30) days after service of the assessment. In the
case of a jeopardy assessment the petition must be filed within
twenty (20) days. The original and one copy of such petition for
reaésessment shall be so filed.

12.02. If the taxpayer fails to file such petition for reas-
sessment within the time required by law, the assessment shall be
conclusive and the amount thereof shall be due and payable.

12.03. The petition for reassessment shall be in writing and
shall be complete in itself so as to fully state the issues. No
telegram, telephone call or similar communication will be recog-
nized as a petition.

12.04. The petition for reassessment shall contain (a) a
statement of the amount of the deficiency or liability, as the
dase may be, determined by the Tax Department, the nature of the
tak, the period for which determined; (b) clear and concise
assignments of each and every error which the petitioner alleges
to have been committed by the Tax Department in the determination
of the deficiency. Each assignment of error shall be numbered;
(c) clear and concise statements of facts upon which the peti-

tioner relies as sustaining the assignments of error; (d) a
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Section 12.05

prayer, setting forth the relief sought; (e) the signature of the

petitioner; (f) a verification by the petitioner; (g) a copy of

' the assessment shall be appended to the original of the petition.
12.05. In the case of/jeopardy assessment a bond with corpo-
rate surety thereon in penalty double the amount of the assess-
ment, conditioned upon the payment of all taxes, penalties and
costs legally due, shall accompany the petition for reassessment.
12.06. The Tax Department is without authority to extend the
thirty-day period in which the taxpayer must file a petition for

reassessment.
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Section 13.01

Section 13. Hearings and Appeals.

13.01. Hearings upon petitions fo} reassessment shall be held
at the State Capitol, in Charleston, West Virginia, unless good
cause be shown for conducting the hearing elsewhere within this
State.

13.02. Hearings will not be delayed by a motion for continu-
ance unless it is timely made and sets forth good and sufficient
cause. Conflicting engagements of counsel or the employment of
new.counsel will never be regarded as grounds for a continuance,
unless set forth in a motion filed promptly after the notice of
hearing has been mailed, or unless extenuating circumstances are
shown which the State deems adequate.

13.03. The unexpected absence of the petitioner or his counsel
when a petition is called for hearing will not be the occasion
for delay. The hearing shall proceed and the case be regarded as
submitted on the part of the absent party or parties.

13.04. The petitioner may represent himself or be represented
by some other person or persons of his choosing. A record of the
hearing shall be made.

13.05. Petitioner will be given an opportunity for argument
within time limits fixed by the Tax Department following submis-
sion of evidence. The Tax Department will accept briefs in lieu
of argument. Briefs must be filed timely within the period

prescribed by the hearing examiner.
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Section 13.06

13.06. An appeal may be taken by the taxpayer to the circuit
court of the county in which the acéivity taxed was engaged, or
" in which the taxpayer resides, or in the circuit court of Kanawha
County, within thirty (30) days after he shall have received

notice from the Tax Department of its determination.

SECTIONS 14 AND 15 RESERVED FOR FUTURE USE.
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Section 16. Penalties

16.01. If any taxpayer fails to file the carrier tax return or
files his return but fails to remit in whole or in part the
proper amount of tax, there shall be added to the amount of
unpaid tax, from the date such tax should have been paid, a
penalty in the amount of one percent (1%) per month of delin-
quency.

16.02. However, the Tax Commissioner may waive penalties upon
a showing of reasonable cause by the taxpayer for his delin-
quency. Reasonable cause must be affirmatively pleaded, in
writing, by the taxpayer and he must set forth in detail the
reasons for his delinquency or failure. The Tax Commissioner's
waiver will be in writing.

16.03. Financial hardship such as a lack of funds at the time
the return was due does not qualify as reasonable cause. Also,
the past filing history of a taxpayer is not relevant when con-
sidering the issue of reasonable cause for a present delinquency.
The fact that the taxpayer, in the past, filed all returns and
paid all taxes timely is immaterial to the issue at hand.

“16.04. Reasonable cause does exist for late filing where the
taxpayer, because of circumstances beyond his control, is pre-
vented from filing timely. This results when natural disasters

such as floods and fires occur.
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Section 17.01

Section 17. Extension of Time.

17.01. The Tax Commissioner is wi%hout statutory authority to
grant extensions of time in regard [to the] carrier tax. Inas-
much as this is a tax whch is due and payable after the taxable
year in which liability accrued, it is not deemed necessary to
have extensions of time, except in the situation set forth in the
next paragraph of this subsection.

17.02. If a taxpayer determines that it will not be possible
to file a return or pay the tax timely, he should notify the Tax
Department of such situation prior to the due date. Such noti-
fication may then be used by the Tax Department in consideration
of penalty waiver.

17.03. If a taxpayer has received an extension of time from
the Internal Revenue Service in which to file its federal income
tax return, said taxpayer shall be entitled to a corresponding
extension of time in which to file his carrier tax return. Upon
receipt of a federal extension, the taxpayer must notify the Tax
Department of such extension and make application for a West
Virginia extension. The notification and application must be in

writing.
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Collection and payment of taxes
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