Virginia Communications Sales and Use Tax (Effective Jan. 1, 2007)
Impact in Fairfax County

Effective January 1, 2007, the Virginia General Assembly introduced a new 5% state
communications sales tax. This tax replaces the Fairfax County Local Consumer Utility Tax of
22.2% on the first $50 of a local telephone bill and $3 per month on wireless telephone bills, and
is being charged in lieu of the previous 5% local cable franchise fee. Fairfax County residents
may see lower tax rates on their local wireline and wireless telephone, but may also see
additional taxes not previously charged on satellite TV, VolIP, and long distance services. In
addition, wireline telephone and cable television services are now both subject to a $0.64 per
month Public Rights-of-Way Use Fee, but if a subscriber receives both telephone and cable
service from the same provider, the subscriber is only charged a single Public Rights-of-Way
Use Fee.

Communications Sales and Use Tax:

Communications Sales and Use Tax of 5% on the sales price of communications services
replaces the Local Consumer Utility Taxes (LCUT) and is being charged in lieu of Cable
Franchise Fees. Communications services subject to the new tax include:

« Land line charges (wireline communications) (previously 22.2% on the first $50 up to a
maximum of $11.10);

« Mobile charges (wireless communications) (previously $3.00 per mobile bill per month);

« Long distance charges (New);

« Voice over Internet VoIP telephone charges (New);

« Satellite television and satellite radio charges (New); and

« Cable television charges (previously itemized as 5.26%).

Public Rights-of-Way Use Fee:

Public Rights-of-Way Use Fee is charged on cable and telecommunications services on a per
access line basis. The charge is $0.64 cents/line/month until June 30, 2006. Effective July 1,
2007 the charge will be $0.67 cents/line/month.

« Satellite and wireless services are not subject to the Public Rights-of-Way fee because
they do not use the public rights-of-way.

« Companies providing both local telecommunications service and cable service to the
same ultimate end user may only collect only one Public Rights-of-Way Fee.
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