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Information on current policy actions under consideration which will impact the business community. 

Don’t forget to vote in the August 10th Run-Off election.  Early voting will be available from Monday, Aug 2 through Friday, Aug 6 from 8:30 am – 5:00 pm at the North Fulton Annex - 7741 Roswell Road, Sandy Springs.

Special Council for Tax Reform and Fairness for Georgians Launches Effort to Rewrite State’s Tax Code “Top-to-Bottom”

By:  Rusty Paul

SSPC Government Affairs Committee Chair
The state’s new tax reform commission held its initial meeting in standing room only conditions Wednesday as representatives from virtually every business sector crowded the Floyd Conference Room atop the Twin Towers hoping to surmise what changes the panel would recommend to the state’s tax code.

If their instructions to the commission are any indication, House Ways & Means Chair Larry O’Neal, Speaker David Ralston and Lt. Gov. Casey Cagle expect them to recommend a “flatter, fairer, consistent, easily understandable, simple to comply with, effective and stable in raising revenue, more job friendly, and generating sustainable economic growth” tax system.  

The commission was told to examine the tax code “from top-to-bottom – all 19 platforms” and explore every tax exemption and preference currently in the code to measure their effectiveness in accomplishing their supposed missions.  The legislative leaders acknowledged that the state has no data on the efficacy of most tax exemptions in achieving their intended economic benefits. 

Finally, Gov. Perdue, a commission member, told his colleagues that their job will involve recommending some things that “will not be politically palatable.”   He also criticized candidates and interest organizations who use no-tax pledges “as missiles at election time,” decrying activists who see “swapping taxes as raising taxes even when the revenue generated is the same.” 

That’s quite a task and one that will consume the commission during the next six months.   The commission elected A.D. Frazier, former chief operating officer for the Atlanta Committee for the Olympic Games, as commission chair.   

Personifying the openness he pledged the commission to maintain, he gave his private telephone number to the 200 lobbyists and other interested parties crowding the room, encouraging them to call him individually with concerns or questions, (which was either a splendid act of political courage or a profound display of naiveté).

According to Frazier, the commission plans a series of fact-finding sessions across the state in late summer and early fall to gather input from residents in all parts of Georgia. 

All documents relating to the commission’s work will be posted on a special website:   http//fiscalresearch.gsu.edu/taxreform/.   With ceremonial and governance issues complete, Georgia State economics professor Dr. Carolyn Bourdeax gave the commission an overview of Georgia’s tax system, long-term revenue trends and an assessment of where Georgia ranks visa-visa its national and regional competitors in all major taxation categories.   

Her presentation showed Georgia revenues are highly dependent on sales and income taxes, which were diminishing revenue sources even before the current economic downturn.  The reason?  The shift in the state’s economic make up – from a rural-based, agricultural/manufacturing economy when the existing code was created in the 1930s to an urban-dominated, services-based system today – leaves much of the state’s financial resources untouched by taxes. 

Compounding the revenue picture are emerging markets like Internet sales and the hodge-podge of tax exemptions cobbled to the basic tax code over the past five decades.   The result is a narrowing tax base that places a disproportionate tax burden on certain business sectors while leaving others to operate essentially tax-free.  Hence, the term “fairer” is a synonym for “broader” tax code. 

While the commission is limiting its purview to state revenue collection, Dr. Bourdeax noted that local government actions can negate tax policies enacted by the state.  She underscored that state efforts to create lower, more business-friendly tax rates may be quashed when county and city governments raise their taxes to offset anticipated revenue losses.

That is why, she said, businesses seeking to relocate or expand weigh not just the state’s tax structure, but the total effect of state and local taxes on business operations.  A copy of Dr. Bourdeax’ presentation is attached. 

No future meeting dates for the commission were announced.   Commission members include Gov. Perdue; Bradford Dickson, CPA, Tarpley and Underwood; Roy Fickling, Fickling & Company; A.D. Frazier, Affiance, LLC; D.E. “Skeeter” McCorkle, McCorkle Nurseries; Gerry Harkins, 2010 Chair, National Federation of Independent Business; Suzanne Sitherwood, Atlanta Gas Light and 2010 Chair, Georgia Chamber of Commerce; Dr. David Sjoquist, Georgia State University, Fiscal Research Center; Dr. Roger Tutterow, Mercer University; Dr. Christine Ries, Georgia Tech; and Dr. Jeffrey Humphreys, University of Georgia, Director, Selig Center for Economic Growth.  

Created last legislative session by H. B. 1450, the council is charged with evaluating Georgia’s current revenue structure and suggesting changes to a Special Joint Legislative Committee on Georgia Revenue Structure.

That legislative committee – comprising the majority and minority leaders of both chambers, the Senate President Pro Tem and House Speaker Pro Tem, chairs of the House Ways & Means and Senate Finance committees, plus a Republican and Democrat from both the House and Senate appointed by the Speaker and Lt. Governor - will control the legislative process.

Once the Special Council proposes its tax code revisions, the legislative leadership must incorporate them into legislation, as H.B. 1405 says, “without significant changes.”

Once the revision bill comes under the Special Joint Committee’s jurisdiction, however, it can make changes in the Council’s recommendations if it chooses.   After a final bill is drafted, the bill produced by the Joint Committee must be voted up or down with no opportunity for amendment in either legislative chamber.

The commission’s final recommendations are due to the legislature no later than January 11, 2011 – the first day of the next legislative session. 
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