MOTION
To amend Ordinance No. 2019-275 as follows:

Page 7, Line 16
After the comma following the date “January 17, strike the year “2020” and
insert the year “2022”
Page 7, Line 17
After the comma following the date “January 17, strike the year “2021” and
insert the year “2023”
Page 9, Line 19
After the word “effect”, strike the text “upon adoption™ and insert the date
“January 1, 2022”



INTRODUCED: October 14, 2019

AN ORDINANCE No. 2019-275
As Amended
To amend ch. 6 of the City Code by adding therein a new art. XII (§§ 6-596—6-602) to establish
a technology zone program in accordance with Va. Code § 58.1-3850, for the purpose of

facilitating the development and location of technology businesses in the city of Richmond,
capital investment, and job creation.

Patron — Mr. Addison

Approved as to form and legality
by the City Attorney

PUBLIC HEARING: AT6P.M.

THE CITY OF RICHMOND HEREBY ORDAINS:

§ 1. That Chapter 6 of the Code of the City of Richmond (2015) be and hereby is
amended and reordained by adding therein a new article number XII, consisting of sections

numbered 6-596 through 6-602, as follows:
ARTICLE XII

TECHNOLOGY ZONE

Sec. 6-596. Purpose and intent.

In order to foster the development and location of new technology businesses in the city,

AYES: NOES: ABSTAIN:

ADOPTED: REJECTED: STRICKEN:




which will increase capital investment and create jobs, the Council finds that the establishment
of a technology zone pursuant to Code of Virginia, § 58.1-3850, is necessary.
Sec. 6-597. Administration.

The Chief Administrative Officer shall develop and publish procedures for applying for
the benefits afforded by this article and for the administration of this article. Any application
required by this article shall be on forms approved by the Chief Administrative Officer. The
Chief Administrative Officer or the designee thereof shall review each application to determine
an entity’s eligibility to be certified as a qualified technology business. The Chief Administrative
Officer shall review the criteria and incentives for the technology zone program annually to
ensure alignment with the priorities and economic development strategy of the City and shall
make recommendations to the Council if it is determined that the criteria or incentives should be
modified.

Sec. 6-598. Burden.

Any entity applying for the benefits afforded by this chapter shall have the burden of
proving qualification, shall file an application on forms approved by the Chief Administrative
Officer for certification as a qualified technology business, as hereinafter defined, on an annual
basis, and shall demonstrate annually that it continues to operate as a qualified technology
business. No application submitted under this article shall be approved if the applicant is not then
current in payment of all taxes and fees due to the City.

Sec. 6-599. Definitions.

For the purposes of this article, the terms and phrases, when used in this article, shall

have the meaning ascribed to them in this section, except where the context clearly indicates that

a different meaning is intended:
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Definite place of business means an office or a fixed location within the technology zone
where a regular and continuous course of dealing occurs over a period of 30 or more consecutive
days.

Divested technology business means a new business resulting from the divestiture by an
existing technology business located within the boundaries of the city of a subsidiary technology
business when the subsidiary technology business is purchased or otherwise acquired by a new
owner that is not an affiliate of the existing technology business and the resulting new
technology business must, as a result of its divestiture, relocate from its existing place of
business to a new place of business and subsequently conduct business in the technology zone
for 18 consecutive months.

Expansion technology business means an existing technology business located within the
technology zone that meets the new jobs incentive threshold criteria set forth in this section.

Net new jobs means the total number of jobs created by a qualified technology business
for persons to be employed at a physical location within the boundaries of the technology zone,
less the number of any jobs eliminated or moved to a physical location outside of the boundaries
of the technology zone by such qualified technology business.

New technology business means a technology business that either (i) on a date after the
effective date of the initial ordinance providing for this article, establishes its initial definite
place of business at a physical location within the boundaries of the technology zone and
thereafter maintains its principal definite place of business at a physical location within the
boundaries of the technology zone or (ii} on the effective date of the initial ordinance providing
for this article, is an existing business with no definite place of business at a physical location

within the boundaries of the technology zone and thereafter establishes for the first time and



maintains its principal definite place of business at a physical location within the boundaries of
the technology zone.

Qualified technology business means (i) either a new technology business or a divested
technology business that (a) is within the boundaries of the technology zone established in this
article and (b) either creates at least five new full-time jobs or makes a capital investment of at
least $200,000.00 in either (1) tangible personal property or machinery and tools or (2} real
estate improvements used exclusively in such business, or any combination thereof, or (ii) an
expansion technology business (a) that is within the boundaries of the technology zone
established in this article and {b) for businesses with 20 or fewer full-time employees, creates
five net new jobs in any calendar year or, for businesses with over 20 full-time employees,
creates net new jobs in any calendar year equal to 25 percent of its total number of full-time
employees. The baseline number of employees is determined by the average number of
employees reported to the Virginia Employment Commission in December of the year prior to
the increase. The new jobs created and capital investment must be located at the business’
definite place of business in the technology zone. The full-time job requirement may be met with
part-time jobs using a full-time equivalency of 40 hours per week.

Technology business means a business that derives its gross receipts primarily from the
sale, lease, license or provision of technology-based products, processes or services created,
designed, developed, produced, manufactured or performed by such business. These products,
processes and services must incorporate or support the use of innovative or advanced
technologies having applications in one or more of the following categories:

(1)  Cybersecurity, personal security and property security;

(2)  Sea level rise and recurrent flooding;



()

Medical devices, medical diagnostics, pharmaceuticals, biotechnology,

biochemical engineering and other life sciences and health care technologies;
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(6)
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®
(10)
(1)
(12)
(13)

Advanced materials and advanced manufacturing;

Computer hardware and software;

Electronics and instrumentation;

Photonics and sensors;

Internet and e-commerce;

Educational and training technologies, including modeling and simulation;
Bio-informatics and data analytics;

Logistics and maritime commerce;

Information technology, telecommunications and wireless technologies;

Green technologies, renewable energy research and development, and

cenergy COHSCI’VEIiOl‘l;

(14)
(15)
(16)

(17)

Advanced transportation technologies;
Nanotechnology;
Financial technology; and

Aerospace engineering, systems, and products and parts manufacturing.

The use of computers, telecommunications services, or a web page or internet site shall not, in

itself, be sufficient to qualify as a technology business.

Technology zone means the area located within the boundaries of the City, as described

in section 1.02 of the Charter.

Sec. 6-600. Technology zone incentives.



Notwithstanding any other provision of this Code and pursuant to Code of Virginia, §
58.1-3850, any entity that is certified as a qualified technology business in accordance with this
article shall be entitled to a reduction of its business, professional and occupational license tax
imposed by Chapter 26 against gross receipts derived from its technology business as follows:

(a) If the qualified technology business is a new technology business, then:

(1)  One hundred percent reduction in the calendar year during which the
business is certified as a qualified technology business;

(2)  One hundred percent reduction in year two of certification;

3) Fifty percent reduction in year three of certification;

(4)  Fifty percent reduction in year four of certification; and

(5) Fifty percent reduction in year five of certification.

(b)  If the qualified technology business is a divested technology business, then:

(1) One hundred percent reduction in the calendar year during which the
business is certified as a qualified technology business, prorated as of the effective date
of its certification as a qualified technology business;

(2) One hundred percent reduction in year two of certification; and

(3) One hundred percent reduction in year three of operation, but only for
such period of time that makes the total duration of the benefits afforded by this article to
such divested technology business equal to two years.

(c)  Ifthe technology business is an expansion technology business, then:
(1) Fifty percent reduction in each business tax year for which the new jobs

incentive threshold is met, but in no event shall the benefits afforded to the expansion



technology business be provided for more than five business tax years in any consecutive

ten year period after the business’ initial application for certification.

(d) In no event shall the benefits afforded to a qualified technology business pursuant
to this chapter be greater than $100,000.00 in any given year of certification, and a qualified
technology business may not roll over any benefits which are in excess of such $100,000.00
maximum or which are not provided due to the five year maximum on expansion technology
businesses to any successive years.

Sec. 6-601. Procedures to obtain technology zone incentives.

(a) It shall be the responsibility of the qualified technology business to apply for
certification, to obtain the necessary business license, and to provide the necessary information
in order to obtain the benefits afforded by this article.

(b)  To qualify for the benefits afforded by this article, an entity must apply to the
Chief Administrative Officer to be certified as a qualified technology business.

(c) A new technology business must apply to be certified as a qualified technology
business within six months after obtaining a business license, except that a new technology
business that obtained a business license after January 1, [2020] 2022, shall have until the later of
January 1, [202}] 2023, or that date which is six months after obtaining a business license to
apply to be certified.

(d) A divested technology businesses must apply to be certified as a qualified
technology business within six months after its divestiture.

(e) An expansion technology business must apply to qualify as a qualified technology

business within six months after the calendar year in which the qualifying expansion occurred.



H The tax reduction shall begin as of the month of certification of a technology
business as a qualified technology business by the Chief Administrative Officer. The effective
date of any certification of a divested technology business as a qualified technology business
shall be no earlier than 18 months after the date of its relocation and commencement of business
operations in a new definite place of business in the technology zone. To maintain eligibility for
the tax reduction after the year of its initial certification as a qualified technology business, the
business must reapply annually to the Chief Administrative Officer to demonstrate that it
continues to be a qualified technology business. The tax reduction provided in this section shall
apply to a qualified technology business that is a new technology business for no more than five
calendar years, including any partial initial calendar year, and to a qualified technology business
that is a divested technology business for two years from the date of certification.

{(g) A business certified to be a qualified technology business must have a business
license, must pay the applicable fee, and is subject to the applicable provisions of Chapter 26. In
order to receive a tax reduction under this section, the qualified technology business shall file a
business license application annually with the Director of Finance and shall provide the Director
of Finance with an annual certification from the Chief Administrative Officer that the business is
a qualified technology business. The amount of gross receipts estimated to be earmed from
qualified technology business activities shall be set out in the license application and shall be
subject to verification by the Director of Finance by audit or inspection of documents. All
business license tax reductions are subject to adjustment by the Director of Finance based on
actual gross receipts derived from the technology business operations of a qualified technology
business. If a business is certified as a qualified technology business prior to payment of its

business license tax liability to the City, such tax liability shall be reduced in accordance with the



applicable provisions of Section 6-600. If a business is certified a qualified technology business
after it has paid its business license tax liability to the City in full, it shall receive a refund,
without interest, in accordance with the applicable provisions of Section 6-600. No local taxes or
fees may be outstanding at the time of application for the business license and reduction.

(h)  If a business ceases to be a qualified technology business during a calendar year
in which tax reductions apply, business license taxes shall be payable at one hundred percent of
the tax amount imposed by Chapter 26, from the month the business ceased to be qualified until
the end of the calendar year.

(i) Any license tax reduction authorized in this section shall be conditioned upon the
applicant paying to the City all taxes and fees imposed by the City by the date upon which the
any such tax or fee is due. In the event a qualified technology business is or becomes thirty or
more days delinquent on any such local tax or fee, such business automatically forfeits any tax
reduction authorized in this article.

Sec. 6-602. Nonwaiver.

Unless stated otherwise herein, nothing in this article shall be construed as a waiver of the
right of the City to enforce its ordinances, regulations, or policies or to collect any taxes, fees,
fines, penalties, or interest imposed by law on a qualified technology business or upon real or

personal property owned or leased by a qualified technology business.

§ 2.  This ordinance shall be in force and effect [upen-adeptien] January 1, 2022.
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This is a request for the drafting of an Ordinance Resolution [ ]

REQUESTING COUNCILMEMBER/PATRON SUGGESTED STANDING COMMITTEE

Andreas D. Addison, 1 Distric)
Represeniative

Finance and Economic Development

ORDINANCE/RESOLUTION SUMMARY

* The Patron requests an ordinance fo create a technology zone program for the City of
Richmond, as authorized by §58.1-3850 of the Code of Virginia.

+ The Technology Zone boundaries shall be the some as the municipal boundaries of the City
of Richmon,

» Definitions shall be based on those adopled by the Cily of Norfolk, unless olherwise
required.

¢ Qualified Technology Businesses shall be exempt for up lo five conseculive calendar years
from fthe BPOL taxes, as follows:

o New technology business:

1. One hundred percen! {100%) reduclion in the calendar year during which the
business is cerlified as a qualified technology business;

2. One hundred percent (100%) reduction in year two of cerlification;




3. Fifly percent (50%) reduclion in year three of cerlificalion;
4. Fifly percent (50%) reduction in year four of cerlification; and
3. Fitly percent (50%) reduclion in year five of cerlificalion.

o Divested technotogy business:

1. One hundred percent (100%) reduction in the calendor year during which the
business is cerlified a5 a quadilified lechnology business, prorated as of the effective
dale of its cerlification as a qualified technology business:

2. One hundred percent (100%} reduction in year two of cerlification; and

One hundred percent (100%) reduction in yeor three of operotion but only for such
period of lime that makes the tolal duration of the benefits offorded by this chapter
to such divesied technology business equal to iwo (2} years.

o Expansion lechnology business:

1. Fifty percent (50%) reduction in each business tax year for which the new jobs
incentive threshold is met but in no evenl shall the benefils afforded to ihe
expansion lechnology business be provided more than five (5) business tax years in

any consecutive ten (10) yeor period afler the business' initial application for
certification.

« Llimifations on ithe Tax Benefils include:

o No greater than one hundred thousand dollars {$100.000.00} in ony given year of
cerlification,

o No roli over any benefits which are in excess of such one hundred thousand dollars

($100.000.00} cap or which are not provided due to lhe five {5) year cap on expansion
technology businesses to any successive years.

BACKGROUND

Summary;

» The purpose of a Technotogy Zone is o foster the development ond location of fechnology
businesses in the city, o increase capitalinvestment and creale jobs.

+ Virginia localities are authorized to create a lechnology zone program by §58.1-3850 of
ihe Code of Virginia.(Attached) Key provisions include:

o The laxincentives may be provided for up to ten years and may include:
*» Reduction of permit fees;
= Reduction of user fees; and
= Reduction of any type of gross receipts tax.

o Regulatory llexibility for a period of up to ten years may include:
= Special zoning for the district;
*+  Permit process reform:;
*  Exermnption from ordinances; and
* Any other incenlive adopled by ordinance.




A number of Virginia localities have established Technology Zones, with vorying
characleristics. The relevant code sections from Fairfax City, Norfotk, and Arlington County
are attached.

» The Cily of Fairfax hos established one Technology Zone the boundaries of which are the
same as Ihe boundaries of the Cily.

+ The City of Norfolk differentiates between 1) new technology businesses, 2) divested
technology businesses. and 3} expansion lechnology business.

» Fairfax City and the Cily of Norfolk provide for incenlive over no more than five years.

» The patron believes that creation of a Technology Zone for the City of Richmond will aliow
the City of Richmond o develop more technology business friendly, and competitive
policies.

FISCAL IMPACT STATEMENT

| Fiscal Impact YesiX No [
Budget Amendment Required Yes([] No

Estimated Cost or Revenue Impact

There will be a liscal impact once the Technology Zone Progrom goes inlo effecl,
however the fiscal impoct cannot be eslimoted, since the number of qualifying
businesses and their revenue is unknown.

Attachment/s Yes® No[]

Rshmoed City Cowned Ordnonce/faiculon B e/ 105300 i




Code of Virginia
Title 58.1. Taxalion
Chapter 38. Miscellaneous Taxes

§ 58.1-3850. Creation of local technology zones

A. Any cily, counly or lown may establish, by ordinance, one or nore technology zones. Each
locality may grant tax incentives and provide centain regulatory flexibilily in a technology zone.

B. The tax incentives may be provided for up to ten years and may include, but not be limited to:

(i) reduction of permit fees; (ii) reduction of user fees; and (iii) reduction of any lype of gross
receipts lax. The extent and duration of such incentive proposals shall conform to the requirements
of the Constitutions of Virginia and of the United States.

C. The governing body may also provide for regulatory flexibitity in such zone which may include,
but not be limited to: (i) special zoning for the district; i) permit process reform; (iii) exemption
from ordinances; and (iv) any other incentive adopted by ordinance, which shall be binding upon
the locality for a period of up to ten years.

D. Each locality establishing a technology zone pursuant to this section may also adopt a local
enlerprise zone developmen laxation program for the lechnology zone as provided in § - |

A243012,
E. The establishment of a technology zone shatl not preclude the area from also being designated as an
chicrprise zone,

1995, ¢. 397;1996, c. 53151997, c. 165;2002, ¢, 14,

The chapters of the acts of assembly referenced in the historicat citation at the end of this section
may not constilute a comprehensive list of such chapters and may exclude chaplers whose provisions
have expired.



ADMINISTRATIVE IMPACT STATEMENT

Date: July 15, 2021

Ordinance/Resolution No. 2019-275 and Companion Paper: Establishment of a Technology
Zone Program in the City of Richmond

Patron: Councilman Addison

Legislative History: Introduced October 14, 2019
Amendment of City Code sections 26-872 and 26-989

Administrative Staff Presenting: Leonard Sledge, Director of Economic Development

Impact Statement Summary: The ordinance will require additional staff support to review,
maonitor, and verify certification, application and compliance processes.

Staff Position: Staff does not oppose the intent of the legislation, but believes more time is
needed to understand the fiscal implications and to establish cross departmental processes and
procedures for the administration of the program. It is anticipated that additional staff will be
required to administer the program.

Administrative Impact Statement of draft Ordinance/Resolution No:

The Department of Economic Development (DED) is in favor of programs that stimulate busi-
ness growth, investment, and job creation in the city. Technology related businesses across in-
dustry clusters continues to be an emphasis for business attraction, retention, and expansion in
the city. DED supports allocating resources to grow and attract technology businesses.

It is unclear exactly what the fiscal impact will be at this point for the proposed Ordinance be-
cause the current revenue generated by technology businesses is unknown. It can be reascna-
bly assumed, however, that such a program will stimulate more new technology businesses to
locate or grow in the city vs. in competing localities. Therefore, new revenue will be generated
that otherwise may not be realized in the city. As many businesses use technology to carry out
their activities, it is imperative to clearly define a process to determine which businesses will be



defined as technology for the purpose of implementing any incentive program designed for

technology businesses.

DED has initiated an Economic Development Strategic Planning process that will evaluate our
existing incentive programs and benchmark them with competing localities. We believe thata
more comprehensive approach to incentive reform is needed. Staff respectfully requests addi-
tional time to work with the Council to refine the ordinance and ensure that proper staffing and
city resources can be put in place prior to the adoption of such an ordinance.

Fiscal Impacts

Description

Estimated Impact in $

Costs associated with Staff support (DED/Fi- TBD
nance)
New revenues TB8D




