
CHARLES COUNTY, MARYLAND

SCHOOL CONSTRUCTION 
EXCISE TAXEXCISE TAX

SEMINAR SERIESSEMINAR SERIES



WHAT IS A SCHOOL EXCISE TAX?
▸User tax imposed on property when 
new residential units are created
▸Revenues are used to fund new 
schoolsschools  
▸Tax is paid by the home owner over a 
maximum period of 10 yearsmaximum period of 10 years
▸County issues bonds and uses the 
revenues collected from the tax to payrevenues collected from the tax to pay 
back the bonds

E i l d h h l▸Excise tax replaced the school 
construction impact fees



WHO PAYS THE TAX?

▸Tax is assessed to all NEWTax is assessed to all NEW
RESIDENTIAL CONSTRUCTION
▸Anyone who applies for a residentialAnyone who applies for a residential 
building permit on or after July 1, 2003
▸Anyone who purchases a home that has▸Anyone who purchases a home that has
an outstanding excise tax balance



UNDER WHAT AUTHORITY WAS THE 
EXCISE TAX IMPLEMENTED?EXCISE TAX IMPLEMENTED?
▸MD General Assembly granted the y g
Charles County Commissioners authority 
to establish a new school capacity y
financing mechanism
▸Charles County Commissioners adoptedCharles County Commissioners adopted 
Ordinance No.  02-97 on November 19, 
2002, which became effective on July 1,2002, which became effective on July 1, 
2003



HOW MUCH IS THE TAX?

● For Fiscal Year 2011, the amount of the Fair 
Share School Construction Excise Tax is:

● $12,097 for single-family detached
● $11,473 for townhouse$ ,
● $8,730 for multi- family dwelling units

● A study is performed annually to determine 
if the amount of the tax needs to be adjusted.if the amount of the tax needs to be adjusted.



METHODOLOGYMETHODOLOGY
CALCULATING THE EXCISE TAXCALCULATING THE EXCISE TAX

ASSESSING AND COLLECTINGASSESSING AND COLLECTING 
THE EXCISE TAX



CALCULATING THE TAX
▸ Tax is based on County costs associated 

ith school constr ction incl ding landwith school construction including land, 
buildings, equipment and financing.
▸ Capital cost per student is calculated by▸ Capital cost per student is calculated by 
dividing total County costs (at each level) by 
total number of studentstotal number of students
▸ Current student yields are then applied to 
these costs to determine total excise tax for 
each type of structure (single-family, 
townhouse and multi-family)



CALCULATING THE TAX

The tax is tied to the change in theThe tax is tied to the change in the 
Producer Price Index for Construction 
MaterialsMaterials.

The tax may go up (or down) annuallyThe tax may go up (or down) annually, 
but it is fixed for individual property 
ownersowners.



ASSESSING AND 
COLLECTING THE TAX

▸When house is built and Use 
&Occupancy Permit is issued, the full 
tax will be assessed to the property 
owner the following July 1.
▸Excise tax is fully assumable
▸No prepayment penaltyNo prepayment penalty
▸Payback period is 10 years or less



DETERMINING IF A 
PROPERTY HAS AN EXCISE 

TAX ASSESSEDTAX ASSESSED
▸ Any property for which a building permit for▸ Any property for which a building permit for 
a new residential dwelling unit is applied for 
AFTER July 1, 2003 and is issued a Use & y ,
Occupancy Permit is subject to excise tax

▸ Contact Charles County Treasurer’s Office 
for information concerning whether excise tax g
has been assessed to a property





EXEMPTION FOR REPLACEMENT 
HOMESHOMES

DISCLOSURE STATEMENT

CONTACT INFORMATION



EXEMPTION FOR 
REPLACEMENT DWELLINGSREPLACEMENT DWELLINGS

▸ The tax was not intended to apply to existing 
dwellings since the impact from existing 
dwellings was already taken into 
consideration by the BOE in facility planningconsideration by the BOE in facility planning 
and construction.
▸ Tax will not be levied on a new house if it▸ Tax will not be levied on a new house if it 
replaces a “habitable structure” on the same 
property provided it has been occupied within p p y p p
the year prior to application for building permit 
or the structure is deemed to meet the 
County’s Livability Code.



Exemption for Replacement 
DwellingsDwellings

▸Must apply to the Chief of Resource and 
Infrastructure Mgmt (RIM). 
▸The application must include documentation 
that the dwelling was occupied  or habitable 

ithi th l twithin the last year.
▸Examples of Documentation include electric 
bills rent receipts or other informationbills, rent receipts or other information 
approved by the Chief of RIM.



DISCLOSURE STATEMENT
▸ Prior to the sale or transfer of real 

t i d b id ti lproperty improved by new residential 
development, seller/transferee must 

id ti t b /t f th tprovide notice to buyer/transferee that 
includes:
●Statement that fair share school 
construction excise tax may be levied on 
the property; andthe property; and
●The amount of the tax for the dwelling 
type on the propertytype on the property.



DISCLOSURE STATEMENT

C t h d d▸ County has prepared and 
distributed a sample disclosure 
form

▸ You may use the sample form, orYou may use the sample form, or 
prepare one of your own





QUESTIONS 
AND 

ANSWERSANSWERS



Frequently Asked Questionseque t y s ed Quest o s

▸How much is the School Construction▸How much is the School Construction 
Excise Tax?

▸How is the School Construction Excise Tax 
computed on the Real Estate Tax Bill?computed on the Real Estate Tax Bill?

▸How much should we escrow for this tax?▸How much should we escrow for this tax?

▸When will the tax show up on my tax bill?▸When will the tax show up on my tax bill?



Frequently Asked Questions
• Can I pay the Excise Tax off at one 
time  in the beginning to save interest? g g
• Can I pay the tax off at any time and 
have the interest pro-rated?have the interest pro rated?
• Will my taxes go up in the future?

Can I get an exemption from the• Can I get an exemption from the 
School Construction Excise Tax?

f• What if I replace or rehab a house built 
after 2003?



FOR FURTHER INFORMATION ON THE 
SCHOOL CONSTRUCTION EXCISE 

TAX
▸FOR QUESTIONS ABOUT FISCAL 
ISSUES CONTACT Eric JacksonISSUES, CONTACT Eric Jackson 
AT  (301) 645- 0712

▸FOR POLICY OR EXEMPTION 
QUESTIONS, CONTACT Zak 
Krebeck AT (301) 396-5816Krebeck AT (301) 396 5816
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