
TO: 
Mayor Candace Hollingworth 
Hyattsville City Council Members 

CC: 
Hyattsville City Administrator, Tracey Nicholson 
Hyattsville City Clerk, Laura Reams 

Legislative	Priority:	Taxation	Model	Modifications	

As provided to Council by the City Treasurer: 

City Code Section - Operating Tax (Public Utilities - Property) 

This rate is set by City Council and the rate is currently $1.98 per each $100 dollars of assessed value. Under Charter and Code Section 
C5-12 and C5-16 the City Council sets and approves the rate and can increase or decrease it. Based on the current rate as stated the 
FY-2017 budget estimate for this revenue source is $789,000.  

Y-T-D 2017 and Actual FY-2016 Revenues by Major Sources  

Currently, Y-T-D revenue from Operating Taxes is $0. However, last fiscal year the City received $752,967 from this tax with the largest 
shares paid by Verizon of $483,389 or 64.2%, Potomac Electric Power (PEPCO) paid $179,553 or 23.8%, Washington Gas provided 
$67,520 or 9%, CSX came in at $13,486 or 1.8% and in miscellaneous Operating Taxes of $9,019 or 1.2%. 

Historical View of Operating Tax Revenues Beginning in FY-2003 to FY-2017 

Year-To-Date                   Variance  
FY-2003 ... $1,013,234 
FY-2004 ... $1,170,320   +  157,086  
FY-2005 ... $1,096,815     -(73,505)   
FY-2006 ... $1,096,303            +512 
FY-2007 ... $1,085,411     -(10,892) 
FY-2008 ... $1,091,223         +5,812 
FY-2009 ... $1,008,085     -(83.138) 
FY-2010 ...    $919,227     -(88,858)  
FY-2011 ...    $884,523     -(34,704) 
FY-2012 ...    $827,910     -(56,613) 
FY-2013 ...    $777,370     -(50,540) 
FY-2014 ...    $801,787       +24,417 
FY-2015 ...    $780,834     -(20,953) 
FY-2016 ...    $752,967     -(27,876) 
FY-2017 ...               $0 

When you take the 3 years above that show an increase less the 9 years of reduction in revenues the net revenue reduction for 
"Operating Tax" is around ($259,252). As a general rule some of the (loss) in these revenues can be attributed to a reduction in 
residential land-lines thus reducing the "Verizon" revenues over time plus other factors. 

Taxation Model Modification: 

Given the current rate of diminished revenue, our operating tax will reach nearly zero in roughly 25 years.  While troubling, Hyattsville 
is not alone in facing the challenge of declining Operating Tax revenue as a result of land-line reductions.  In The City of Chicago, the 
Telecommunication Tax (a subset of Public utility taxes which consist of taxes on the purchase of telecommunications services, 
electricity, natural gas, and cable television) is similar the Hyattsville Operating Tax.  In Chicago, the combined public utility taxes have 
constituted 14 percent to 18 percent of total corporate fund revenues over the past 10 years. In 2005, public utility taxes generated 
$492.1 million, accounting for 18 percent of total corporate fund revenues.  These taxes peaked at $524.8 million in 2008, before 
dropping to $473.5 million in 2014.  The 2015 year- end estimate for total public utility tax revenue is $449.4 million.  Revenue from 
telecommunications taxes, which are levied on charges for telephone services in the city, has declined over the past decade, reacting to 
trends in the industry and consumer preferences. In 2005, telecommunications taxes generated $147.7 million, accounting for five 
percent of total corporate fund revenues.  Through 2005, landlines generated the majority of this revenue stream, with cell phone usage 
taking over as the large driver of this revenue source in 2006. By 2014, telecommunications tax revenue dropped to $106.1 million, 
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accounting for three percent of total corporate fund revenues…the increased use of online communication services such as Skype and 
other technologies and reduced use of landlines and wireless accounts caused revenues to decline. Lastly, federal law exempts most 
wireless data services, such as mobile broadband, from taxation, and consequently, the expansion of such wireless services has not 
resulted in increased telecommunications tax revenues for the City. 

To address the diminished telecommunication revenue, Chicago altered its taxing structure as follows: 

• The Personal Property Lease Transaction Tax Ruling #12 interprets that an existing 9% tax on non-possessory computers applies to 
leases “in which the customer obtains access to the provider’s computer and its software to input, modify or retrieve data or 
information, in each case without the intervention…of personnel acting on behalf of the provider.” Transactions that are subject to the 
tax include those that provide data to customers, e.g. LexisNexis, and companies that provide storage, e.g. Dropbox.  The June 2015 
Lease Tax Ruling expanded the scope of the tax by stating for the very first time that taxable non-possessory computer leases include 
cloud computing, cloud services, hosted environments, software as a service and infrastructure as a service where the user has a 
Chicago address.  

• The June 2015 Amusement Tax Ruling expands the scope of the tax to apply to amusements that are “delivered electronically.” 
Chicago intends to impose the 9% tax on streaming video, streaming music, online gaming and movie rentals. Amusement Tax Ruling, 
City of Chicago Dept. of Fin. (Jun. 9, 2015). The tax does not apply to permanent downloads. The Amusement Tax Ruling will take 
effect on September 1, 2015.  The City defines amusement as, “…any exhibition, performance, presentation or show for entertainment 
purposes...” Amusement Tax Ruling #5 extends the existing 9.0% tax to “charges paid for the privilege of watching electronically 
delivered movies, or videos” as well as music and games. The new provision places a tax on streaming services like Netflix, Spotify 
and other entertainment service providers. The ruling also stipulates that the entertainment provider is obligated to collect the tax from 
the consumer. More than 30 states tax digital goods and many are starting to tax streaming services like Netflix under various current 
tax laws.  

I ask my colleagues of the Hyattsville City Council to support modifying Hyattsville’s taxation model in similar fashion as an FY17 State 
legislative priority.  While Maryland State law does provide similar empowering language that would allow Hyattsville to legislate the 
recommended taxation modifications, initial discussions with the Maryland Attorney General’s office suggest we should seek additional 
clarification from the Maryland general assembly as the current language is ambiguous. 

Thank you, 

Joseph A. Solomon, Jr. 
Hyattsville City Council, Ward 5
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http://www.cityofchicago.org/content/dam/city/depts/rev/supp_info/TaxRulingsandRegulations/LeaseTaxRuling12-06092015.pdf
http://www.cityofchicago.org/content/dam/city/depts/rev/supp_info/TaxRulingsandRegulations/AmusementTaxRuling5-06092015.pdf
http://chicago.suntimes.com/news/7/71/752581/cloud-tax-chicago-small-business-exemptions
http://www.taxanalysts.com/www/features.nsf/Features/1160843DD2BF9FED85257CA70048C0D1?OpenDocument

