Petersburg ponders raising meal tax

Taking it to 6% would raise nearly $700,000 more, city manager says
The Progress-Index
PETERSBURG — The price of breakfast, lunch and dinner when dining out could soon be on the rise.

At Tuesday'’s City Council meeting, a proposal to raise the meal tax to 6 percent from 4 percent was discussed
by City Manager William Johnson. Councilman Ken Pritchett made the proposal two weeks ago.

Johnson said that, based on 2011 gross receipts, increasing the tax could yield an increase in revenue of
$698,228.

In 2011, the city collected nearly $1.4 million in meal taxes.

The city manager’s report said that the $698,228 is based on flat sales. “It is estimated that the gross receipts
from meals sales in Petersburg should increase with the continued growth downtown and the opening of new
businesses. | expect the meals sales to increase,” the report notes.

It also states that the tax collected in the city has increased to $1.4 million last year from $1.09 million in 2008.

The report says that, based on those regular increases, an increase to 6 percent could mean $2.23 million in
meal taxes collected in 2012, up $828,678.

Johnson said the city would need to set a public hearing before increasing the tax and recommended the next
regular council meeting, April 3.

In addition to increasing the tax, Pritchett asked that the public hearing include the concept of bonding the
businesses, similar to what's done in other localities in the state.

Pritchett said unpaid meal taxes already are an issue and he wants businesses to be required to pay up-front
money.

Acting City Attorney William “Bill” Hefty recommended that be included as part of the public hearing. He
explained that if the issue of a bond for businesses collecting the meal tax were to be brought up later, another
public hearing would be needed.

If the council were to raise the tax, it would make Petersburg’s among the highest in the area. Earlier this year,
Colonial Heights approved a similar increase to 6 percent to offset the cost of a new courthouse. Richmond
also has a 6 percent tax.



