
TOURISM DEVELOPMENT 
FINANCING PROGRAM 

Virginia Tourism Corporation 



the NEED 

VIRGINIA’s Approach 

  Superior Marketing 

  Tourism Development 

  Workforce Readiness… 

          designed to create The Experience! 



the NEED 

VIRGINIA’s Approach 

  Lack of financial resources 

    for localities, small tourism 

    businesses in order to 

    capitalize upon tourism 

    revenues 
 

  Localities/developers needing 20% or less to 
make the development a reality 



the HISTORY 

  Executive Order #1 – Governor’s Economic 

    Development & Jobs Commission 
  

  Tourism Subgroup 



the BENEFITS 

  Generates taxes, not raises them 

  No financial risk to state or localities 

  Locality-driven 

  Job Creator 

  Benefits all localities 



the LEGISLATION 

• Introduced by Senator Tommy Norment (R)  

    and Delegate Matthew James (D) 

 

• Stimulate construction, tourism and banking 
industries in the Commonwealth of Virginia 

 

• Ensure sustainability for tourism expenditures  

    for localities 

 

 



the REQUIREMENTS 

1. By ordinance, localities must establish and adopt a  

        tourism zone in which the project is located and 

        designate tax entitlement 
 

2. By ordinance, localities must establish and adopt a 

       tourism development plan which identifies a void, 

       and have that plan approved by the Virginia Tourism Corp 
 

3. Localities and developers must work with an economic 
development authority or a political subdivision in order to 
put together a performance agreement. 



the REQUIREMENTS 

4. Performance agreement must demonstrate that 

        80% of the financial package is in place 
 

5. By aforementioned ordinance, the locality agrees to match 
state 1% through locality tax entitlement for the project— 

        for the sole purpose of paying off the 20% gap financing 
 

6. Performance agreement requires the developer to match 
the 1% of the state tax entitlement—for the sole purpose of 
paying off 20% gap financing 
 

7. Approved plan, performance agreement and ordinances are 
sent to VTC, which, in turn are sent to the State Comptroller 
for approval 



www.vatc.org/TDFinancingProgram 

Tourism Development Financing Program 



Tourism 
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Tourism Development Financing Program 

Tourism 
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Performance 
 Agreement 

Submit  >>  VTC  >>  Comptroller 
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  Partnerships 

      with Economic Development Authority or other 

      appropriate political subdivision  
 

  Committed financing 

  Debt structuring 

  Reimbursement 

Performance Agreement 



Performance Agreement 

Partnerships: A first step and key component to applying for the Tourism 
Development Financing Program is the securing of development partners, 
financial advisors and support from one’s local economic development authority 
or other appropriate political subdivision 
  
Committed Financing: Partners that are interested in pursuing the gap financing 
will need to work with their own financial advisors and consultants to establish 
that at least 80% of the project financing is committed 
 
Legal Counsel: Localities should work with their legal advisors to ensure  
that the performance agreement complies with the legislation 
 
Debt Structuring:  Work with financial advisors to structure your debt and equity 
financing so that the gap funds to be provided through the sales taxes returned 
to you will not be required until construction is complete and the project is 
generating revenues subject to sales tax 
  
Reimbursement: The gap financing debt service is paid by the following structure: 
1% of the state sales tax 
1% of the local sales tax 
1% Developer access fee equal to the state sales tax 



Tourism Development ZONE 

 Localities will need to have a defined tourism zone(s) within 
which the proposed project is contained 

 
 

 

 

 

 

 

 

 

 

 
 

 Virginia cities, counties, or towns can currently establish such   

     tourism zones as allowed for in the Code of Virginia 



Tourism Development ZONE 

Creation of local tourism zones 
 

2006 Virginia Code § 58.1-3851 

• Any city, county, or town may establish, 
    by ordinance, one or more tourism zones 

 
• Each locality may grant tax incentives and provide 

certain regulatory flexibility in a tourism zone 



Tourism Development ZONE 

 Allows for businesses to take advantage of 
state and local tax credits and deductions 
not available to businesses elsewhere 

 

 Provides incentives to stimulate business 
attraction, growth, and increase 
employment opportunities within an 
economically challenged area 



Tourism Development ZONE 

• Reduction of permit fees and permit reform 

• Reduction of user fees 

• Reduction of any type of gross receipts tax  

• Special zoning for the district 



Tourism Development ZONE 

• Diverse lodging development and needs, in relation to residential nearby 

• Tourist center and locality-wide services and operations 

• New types or quantities of merchandise processed, produced or sold 

• Personal safety and security in streets and around development 

• Local transportation and traffic patterns 

• Effective travel, retail and hospitality signage 

• Alcohol service 

• Non-emergency and emergency health care needs of visitors 



Tourism Development ZONE 

City of Fredericksburg, VA 
http://www.fredericksburgva.gov/Departme
nts/economicdevelopment/index.aspx?id=57
2 
  
CONTACT 
Ms. Karen W. Hedelt 
Director Dept. of Econ Dev. & Tourism  
City of Fredericksburg 
706 Caroline Street    
Fredericksburg, VA   22401 
(540) 372-1216 
khedelt@fredericksburgva.gov 
www.visitfred.com 

Spotsylvania County, VA 
http://www.spotsylvania.org/TourismZone.
htm  
  
  
CONTACT 
Debbie Sanders 
Deputy Director 
Spotsylvania County 
dsanders@spotsylvania.va.us 
9019 Old Battlefield Blvd, Suite 310 
Spotsylvania, VA 22553 
800 972 2526 
www.spotsylvania.org 

Town of Pocahontas, VA 
http://www.pocahontasva.org/Tourism%20Z
one%20Ord%2018-76%20%20011711.pdf  
  
 
CONTACT 
Johnathan Gibson 
Mayor 
Town of Pocahontas 
300 Centre Street 
P.O. Box 128 
Pocahontas, VA 24635 
276-945-9522 
Johnathan.Gibson@Pocahontas.org 
  

Examples of tourism zones from other Virginia localities can be found at the following links: 
For more information on establishing a defined tourism zone, contact tdfund@virginia.org or 804 545 5552 
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Tourism Development PLAN 
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Tourism 
 Dev Plan 

Financial Review 

The following components, including proof of local ordinances adopted 
are required by the Virginia Code of Section 58.1-3851.1 

Performance 
 Agreement 
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