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Date I ntroduced: 7/2/2007
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Council Votes: MB:A, WC:N, SHD:A, TD:A, CE:A, DCH:A, TK:A, EO:N, IT:A
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AFFECTED CODE SECTIONS:
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COMMITTEE REPORTS:
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This bill will provide for an increase of the sales and use tax on telecommunications service in the County from 8%
to 11%. The 3% increase is estimated to generate approximately $17.0 million. Pursuant to State law, this tax, other
than administrative fees to offset collection costs, may only be used to cover operating expenditures of the County’s
public school system. The 3% increase has been included in the County’ s 2008 approved budget through the full
funding of the Board of Education’s operating request of $1.68 billion.

This bill was held in the Public Safety and Fiscal Management (PSFM) Committee on 5/21/07.
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On 7/2/07, the Council met as the Committee of the Whole (COW) to consider thislegislation. The COW was
briefed by legal counsel on the applicability of the tax referendum provision of Section 813 of the County Charter
which is referenced on page 2, lines 5-15 of the bill and aletter of advice from the Office of Counsel to the General
Assembly.

The COW considered the proposed Draft 2 which will approve the increase in the tax rate from 8% to 11% subject to
the approval of the legal voters of the County at the November 2008 General Election.

The enactment of CB-12-2007 will increase the County’s revenues by approximately $17,000,000 in FY 2008.

BACKGROUND INFORMATION/FISCAL IMPACT:

(Includes reason for proposal, as well as any unique statutory requirements)

In 2002, the State enacted |egislation mandating that the County Council for Prince George's County impose, by
ordinance, and collect a sales and use tax on telecommunications service in Prince George's County at arate not less
than five percent (5%). In 2002, the County Council set arate of eight percent (8%) on the sales and use tax on
telecommunications service in Prince George’s County. This legislation increases the tax rate from eight percent
(8%) to eleven percent (11%) on the sales and use tax on telecommunications service in Prince George's County.

Telecommunication service vendors are charged with collecting the tax on behalf of the County, providing itemized
statements to their customers, and remitting payment to the County. The County’s Office of Finance is responsible
for administering the sales and use tax on telecommunications service and auditing vendor records to assure
compliance.

The proceeds are subject only to administrative fees and may only be used for County school system operating
expenditures. Further, these proceeds may not be used to supplant any State aid for education provided to the County
or County funds provided to the County school system.
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