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CHAPTER

1 AN ACT concerning

2 Telecommunications Tax Reform

4
5

6 i

7 telwemmumea&mnssemeaﬁme&ame providing that the publ iC service company

8 franchise tax with respect to gross recel pts from telecommunications service shall be
9 added to and disclosed as an e ement of the charge to the customer for the service;
10 limiting a certain subtraction modification under the income tax for gross receipts

11 subject to the public service company franchise tax to gross receipts not derived

12 from telecommuni cations service; providing a credit against the eorperation-income
13 taxes State income tax for certain property taxes paid by a public utility thatisa

14 telecommuni catl ons company, %pesag%hesd%aq&useta(—enme&leef—pmpdd

16

17

18 al -

19 the&l%andruseiéax—teeeﬁa%seﬁm reguiring an addltlon modlflcatlon under
20 the income tax in the amount of a certain credit; requiring the Public Service

21 Commission to requrre determl ne and reqw reacertain reductl oninlecal tel ephone
22 f ‘

23 prohibiting alocal tel ephone service provi der from addl ng acertain tax toits charge
24 to the customer until a certain reduction in ratesis effective; providing for the

25 effective dates and application of this Act; and generally relating to the taxation of



HOUSE B LL 512

1 telecommuni cations compani es and tel ecommuni cations servicesin the State.

2 BY repealing and reenacting, with amendments,
Article- Tax - General

ecti-on-8-40 Q.40 Q400

Section 8-409 and 10-307(€)
Annotated Code of Maryland

(1988 Volume and 1996 Supplement)

13 BY addingto

14 Article- Tax - General

15 Section 10-306(c) and 10-708 and-11-103{e-1)-ana-{k}{11)
16 Annotated Code of Maryland

17 (1988 Volume and 1996 Supplement)

18 B¥-repeding-ane-reenacting—with-amendments;

19 Article—Fax—Property

20 Section-1-10Hu)

21 Annetated-Code-of- Maryland

22 {1994-Replacement-Volume-and-1996-Supplement)
23 BY-+epeding-andreenacting-with-amendments;

24 Article-Tax—General

25 Section-11-104k)

26 Annetated-Code-of- Maryand

27 {1988 olume-and-1996-Supplement)

28 {As-enacted-by-Section-1-of thisAct)

29 SECTION 1. BEIT ENACTED BY THE GENERAL ASSEMBLY OF

30 MARYLAND, That the Laws of Maryland read as follows:

31 Article- Tax - General

32 8-401-
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16 other-than:
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36 SERVUCE-AND
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27 8-409.

28 The public service company franchise tax with respect to gross receipts from [long
29 distance] telecommunications service shall be added to and disclosed as an element of

30 the[long distance telecommunications company's] PUBLIC SERVICE COMPANY'S

31 chargetothe customer for the service.

32 10-306.

33 (C) THE ADDITION UNDER SUBSECTION (A) OF THIS SECTION INCLUDES THE
34 AMOUNT OF THE CREDIT ALLOWED UNDER § 10-708 OF THIS TITLE FOR PROPERTY
35 TAXES PAID ON OPERATING REAL PROPERTY BY A PUBLIC UTILITY THAT ISA

36 TELECOMMUNICATIONS COMPANY, DETERMINED WITHOUT REGARD TO THE

37 LIMITATION UNDER § 10-708(B) OF THISTITLE.
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1 10-307.

2 (e) The subtraction under subsection (&) of this section includes gross receipts,
3 lessrelated expenses, that:

4 (1) are subject to the public service company franchise tax; and

5 (2) are not derived from [long distance] tel ecommuni cations service-as

6 defined-under{5-8-401(b-1)]-8-8-40L of thisarticle.
7 10-708.

8 (A) A PUBLICUTILITY THAT ISA TELECOMMUNICATIONS COMPANY MAY

9 CLAIM A CREDIT AGAINST THE STATE INCOME TAX IN AN AMOUNT EQUAL TO 60%
10 OF THE TOTAL STATE, COUNTY, AND MUNICIPAL CORPORATION PROPERTY TAXES
11 PAID BY THE PUBLIC UTILITY DURING THE TAXABLE YEAR ON ITS OPERATING

12 REAL PROPERTY IN THE STATE THAT ISUSED IN ITS TELECOMMUNICATIONS

13 BUSINESS OTHER THAN OPERATING LAND.

14 (B) (1) THE CREDIT ALLOWED UNDER THIS SECTION MAY NOT EXCEED
15 THE STATE INCOME TAX IMPOSED FOR THE TAXABLE YEAR, DETERMINED AFTER
16 APPLICATION OF ANY OTHER CREDITS ALLOWABLE UNDER THIS SUBTITLE.

17 (2) THE UNUSED AMOUNT OF THE CREDIT FOR ANY TAXABLE YEAR
18 MAY NOT BE CARRIED OVER TO ANY OTHER TAXABLE YEAR.

19 11-101-

27 - tee”

28 {9)-creditreperting:for}

29 {10)-a-seeurity-service-inetuding:

20 . e, , -

31 {-a-seeurity-systems-servieel--OR

32 AHNTERNET-ACCESS SERVUCE BY-WHIEH-A-CONNECHONAS PROVUDED

33 BEFWEEN-A-COMPUTER AND-THEINTERNET-
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19 11-101-

20 k) Faxable service™means:
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15 SECTION 2. AND BE IT FURTHER ENACTED, That:

16 (1) The Public Service Commission shall determine and require a reduction
17 in telephone rates to be effective January 1, 1998, to reflect the treatment of the 2%

18 public service company franchise tax pursuant to 8 8-409 of the Tax - Generdl Article as
19 enacted under Section 1 of this Act, the cost of which was formerly included in the

20 telephone rates;

21 (2) The Public Service Commission shall determine and require a reduction
22 in telephone rates to be effective January 1, 1998 to reflect the impact on total State taxes
23 resulting from 88 10-306(c), 10-307, and 10-708 of the Tax - General Article as enacted

24 under Section 1 of this Act; and

25 (3) Notwithgtanding the provisions of 8§ 8-409 of the Tax - General Article
26 as enacted under Section 1 of this Act, alocal telephone service provider may not add the
27 public service company franchise tax to its charge to the customer for local telephone

28 service until the reduction in local telephone rates required under this section is effective.

29 SECTION 4- 3. AND BE IT FURTHER ENACTED, That Section 1 of this Act
30 shall take effect January 1, 1998. The changes to the public service company franchise tax
31 and the income tax under Section 1 of this Act shdl be applicableto al taxable years

32 beginning after December 31, 1997; provided, however, that the income tax credit allowed
33 under § 10-708 of the Tax - Generd Article shall be dlowed only for property tax paid

34 for aproperty tax year beginning on or after July 1, 1998. Fhechanges-to-the-Property-Fax

nde ection of this A

37 SECHON-5-ANB-BEHFFURTHER ENACTED, Fhat-Section2-of thisAet-shalt
38 takeeffect-Jandary-1,-2000:
39 SECTION 6: 4. AND BE IT FURTHER ENACTED, That Section 3 2 of this Act

40 shall take effect July 1, 1997.
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