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SUMMARY

The Supreme Court of Virginia held that the City of Virginia Beach lacked statutory authority to
impose a personal property tax on satellite transponders owned by International Family Entertainment,
Inc. The transponders were permanently affixed to satellites orbiting approximately 22,300 miles
above the earth and had never been physically located in Virginia Beach. The court concluded that
Virginia's statutory situs rules did not authorize taxation of the transponders and rejected reliance on
the common-law doctrine of mobilia sequuntur personam and Article X of the Virginia Constitution.
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QUESTIONS PRESENTED

1. Whether Virginia Beach had statutory authority under Code §§ 58.1-3507 and 58.1-3511 to impose a
local personal-property tax on satellite transponders that were not physically located within the city.

2. Whether the common-law doctrine of mobilia sequuntur personam permitted Virginia Beach to tax the
transponders based on the owner's domicile.

3. Whether Article X, §§ 1 and 4 of the Virginia Constitution independently authorized the City to impose
the tax.

HOLDINGS

1. Virginia Beach lacked statutory authority to impose a personal-property tax on International's
transponders because Code § 58.1-3511(A) requires the situs of machinery and tools to be the locality
where the property is physically located on the tax day, and the transponders were never physically
located in Virginia Beach.

2. The common-law doctrine of mobilia sequuntur personam did not permit Virginia Beach to tax the
transponders based solely on International's domicile.

3. Article X, §§ 1 and 4 of the Virginia Constitution did not independently authorize Virginia Beach to
impose the tax; specific legislative authorization was required.

KEY QUOTATIONS

“Applying the aforementioned principles, we hold that the City does not have the statutory authority to tax
International's transponders.” (699)

“Code § 58.1-3511, which deals with the situs of taxation, prescribes limitations upon the City's power to
tax.” (699)

“Accordingly, to the extent any ambiguity exists, we hold that this common law rule does not apply to the
taxing scheme at issue in this case.” (700)

FACTUAL BACKGROUND

International Family Entertainment, a Delaware corporation with its offices, books, records, and tax filings
located in Virginia Beach, owned three transponders permanently affixed to communications satellites in
geostationary orbit approximately 22,300 miles above the earth. The transponders amplified and relayed
television programming signals but had never had a physical presence in Virginia Beach or anywhere else in
Virginia. Virginia Beach assessed and collected approximately $120,169.12 per year in personal-property taxes
on the transponders from 1993 through 1998, while no other jurisdiction taxed or claimed the right to tax them.
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International filed an amended petition seeking correction of personal-property assessments for tax years 1993
through 1998 and a refund of taxes paid on three satellite transponders. After responsive pleadings and an ore
tenus hearing, the circuit court ruled for International and awarded a $480,676.48 refund. The City appealed to
the Supreme Court of Virginia, which affirmed.
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