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The Georgia General Assembly approved 16 major tax bills between January and
“Crossover Day,” the deadline for legislation to clear at least one chamber to be eligible for
final passage this legislative session. Georgia’s constitution requires any measures raising
revenue must originate in the House of Representatives. Now the Senate will consider 14
changes to Georgia’s tax code over the next

month. On the other side of the Capitol, Each year, the Georgia Budget and Policy

members of the House will examine two key Institute exan7ines tax bills cc')nsidered'by
the state Legislature and tallies potential

Senate bills that propose ad(.jllng greater costs in our two-part Adding Up the Fiscal
transparency and accountability to the process Notes series. This analysis is a snapshot
for considering future tax legislation. Members of the legislative state of affairs as of

of the General Assembly can continue debating March 7, 2019. Watch for the second part

of the series in May after the governor’s
deadline to sign or veto bills passed by the
2019 Legislature.

these bills and other measures until the session
is scheduled to adjourn for the year on April 2.

Lawmakers Propose Tax Breaks & Revenue Raisers

Legislation approved by the House includes an increase in the value of the state’s jobs tax
credit for rural counties that targets strengthening Georgia’s health care workforce and a
20-year extension of the state sales tax exemption on jet fuel. Eight tax breaks combine
for a total estimated fiscal impact of $545 million in lost revenue over the next five budget
years.

Two bills seek to broaden Georgia’s tax base and better position the state’s revenue
collections to keep pace with a changing economy. House Bill 182 requires online retailers
with more than $100,000 in revenues to collect and remit sales tax. This measure follows
last year’s House Bill 61, which initially set the threshold for online retailers at $250,000
and the U.S. Supreme Court decision upholding the state’s authority to tax online retailers
bolstered Georgia’s effort to collect online sales tax that was lost to the state without this
measure. Correspondingly, House Bill 276 calls for “marketplace facilitators,” or
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companies brokering the sale of more than $100,000 in property or services, to levy the
same sales taxes. Over five years these bills would generate more than $482 million in
additional state revenue. Further, the House approved House Bill 321, a five-year renewal
of the hospital provider fee that funds Georgia’s Medicaid program. Although the bill does
not have a fiscal note, maintaining this reliable revenue source promises a significant
return. In FY 2020, the state of Georgia expects to collect more than $310 million from the
provider fee, which will be used to draw down more than $650 million in matching federal
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The table that follows outlines the state’s fiscal projections for the major tax proposals
currently eligible to become law:
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Tax Legislation Eligible for Passage in 2019

Purpose Estimated State Revenue Effect, Fiscal Years,
in Millions
2023 2024

Sales tax exemption ($0.1) ($0.1) ($0.1) ($0.2) ($0.2) ($0.7)
7525 for qualified organ
procurement
organizations
HB 224 LC 43 Increase Georgia Job ($16.8) ($30.1) ($44.2) ($59.2) ($75.1) | ($225.3)
12998 Tax Credit by $500 +
expand eligibility
o | HB 287 LC 43 Income tax exemption ($1.1) ($2.1) ($2.2) ($2.2) ($2.2) ($9.8)
= 1215 for preceptorships
2 | HB 352 LC 43 Extend sales tax ($5.9) ($11.9) ($11.9) ($12.3) ($12.7) ($54.6)
@ 1203 exemption for
x o .
S Competitive Projects
of Regional
Significance
HB 447 LC 43 Extend sales tax ($43.8)  ($45.0) ($46.2) ($47.5) ($48.8) | ($231.3)
1266EC  exemption on jet fuels
through FY 2039
HB 511 LC 39 Sales tax on for-hire ($2.2) ($4.7) ($5.0) ($5.6) ($6.6) ($24.0)
2111 ground transport trips
& transit funding
Tax Breaks Net Total ($69.8) = ($93.8) | ($109.5) | ($126.9) | ($145.6)  ($545.6)
HB 182 LC 43 Economic nexus - $3.6 $8.1 $9.1 $10.1 $11.1 $41.9
1174 require sales tax from
n sellers with revenue
g above $100,000
7]
S | HB 276 LC 43 Economic nexus over $81.2 $84.9 $88.1 $91.4 $94.9 $440.5
= 13048 $100,000 - include
g "marketplace
c facilitators"
x Revenue Total $84.8 $93.0 $97.2 $101.5 $105.9 $482.3
HB 365 LC 28  TAVT car tax revisions $0.0 ($1.5) ($0.3) $0.6 $35.4 $34.2
® 9258S
2 | sB 138 LC 43 TAVT exemption for ($0.0) ($0.1) ($0.1) ($0.1) ($0.1) ($0.3)
! 1258 disabled first
o responders
2
O | Combined Net Tax Effects $17 $2 ($8) ($19) $2 ($5)

Source: Official fiscal notes as presented by the Department of Audits and Accounts.

Notes: HB 321, HB 344, and HB 419 are not listed in this chart because the state has not completed fiscal notes to
assess their impact. HB 105 is not included because significant uncertainty remains around the fiscal impact of the
legislation's proposed tax exemption.
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Overview of the Proposed Tax Bills:

The list below summarizes legislation impacting state revenues currently under
consideration by the Georgia General Assembly.

House Bill 85: Creates a sales tax exemption for purchases made by qualified organ
procurement organizations from 2020 through 2025."

House Bill 105: Provides Georgia farmers with a state income tax exemption for
Hurricane Michael aid accessed through disaster relief or assistance programs
administered by the U.S. Department of Agriculture. The exemption would cover tax years
beginning January 1, 2019 through December 31, 2021. While noting the estimates are
“highly uncertain” because the specific provisions of federal aid packages are not
finalized, Georgia State University’s Fiscal Research Center estimates the proposed
exemption will reduce state revenues by between $39 and $58 million from FY 2020-21.2

Senate Bill 138: Allows disabled first responders, their surviving spouses and minor
children to receive two vehicle license plates and one motorcycle license at no cost. The
legislation also exempts any vehicles owned by a disabled first responder or surviving
spouse from the state’s title ad valorem tax.3

House Bill 182: Requires remote sellers and online retailers to collect and remit state and
local sales tax if they exceed $100,000 in Georgia sales.*

House Bill 224: Increases the value of the Georgia Job Tax Credit by $500 for employers
in rural and underserved counties, as tiered by the Department of Community Affairs.
House Bill 224 also reduces the total employment level necessary to receive the Georgia
Quality Job Tax Credit and lifts the minimum threshold to qualify for the Investment Tax
Credit from $50,000 to $100,000.°

House Bill 276: Adds the term “marketplace facilitator” to Georgia’s revenue code to
require any person who facilitates the sale of taxable property or services to collect and
remit state and local sales tax if their revenues exceed $100,000 in the previous or current
calendar year.®

House Bill 287: Replaces the state’s tax deduction for community-based preceptorships

with a non-refundable tax credit. This incentive is available to faculty who help train
medical professionals at qualifying clinical programs. Each calendar year, physicians
would be eligible for $500 for their first three rotations and $1,000 for the fourth through
tenth rotations. Advanced practice registered nurses (APRNs) and physician assistants
(PAs) would receive $375 for the first three rotations and $750 for the fourth through tenth
rotations.’
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House Bill 321: Extends Georgia’s hospital provider fee through 2025 to help finance the
state’s Medicaid program.

House Bill 344: Creates a 2020 statewide election ballot item asking Georgia voters to
approve a tax exemption for nonprofits like Habitat for Humanity from paying taxes on
property being used to build, repair or lease single-family homes to further the
organization’s charitable mission.®

House Bill 352: Extends the sunset date for the sales tax exemption provided to
“competitive projects of regional significance” through 2024. To qualify, another state or
nation must be competing to secure a large-scale project with a significant impact on a
Georgia region.®

House Bill 365: Temporarily reduces the Title Ad Valorem Tax (TAVT) rate from 7 percent
to 6.6 percent of the fair market value of a motor vehicle for transactions between July 1,
2019 and July 1, 2023. The bill also modifies the formula used to calculate the fair market
value of new motor vehicles and reclassifies certain used motor vehicles and modified, or
“kit”, cars to be taxed at a new rate.

House Bill 419: Annual Internal Revenue Code update to bring provisions of the state’s
tax code into conformity with federal law. The bill contains minor changes to relating to
partnership income.

House Bill 447: Sets the sunset date for the state’s sales tax exemption on jet fuels to
expire in fiscal year 2039. The legislation also creates a new $0.005 per gallon excise tax
on distributors that will generate about $3.6 million a year—raised in large part by a 9-to1
ratio in matching federal funds—for aviation projects in rural communities. '?

House Bill 511: Enables Georgia counties to raise sales taxes for transit expansion upon

receiving approval from voters. The amended legislation maintains the existing sales tax
rate on for-hire ground transportation services like Uber or Lyft, rather than the bill’s
original 50-cent per-trip fee and allows the state to dedicate these revenues to fund transit
projects.™
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Legislative Momentum Could Improve Legislative Review
Process for Future Tax Expenditures

The state Senate advanced two landmark bills that could help maximize the state’s return
on investment when considering future tax expenditures. Senate Bills 119 and 120,
sponsored by Senator John Albers, comprise a legislative package that seeks to improve
the decision-making process for investments made through the state’s tax code. If
advanced by the House and signed into law by Gov. Kemp, these bills provide the
legislature with authority to conduct a full review of Georgia’s tax code, develop a standard
process to ensure the General Assembly can more deliberately consider the impact of
future revenue bills and require a full ten-year fiscal analysis to determine the effects of
proposed tax legislation.

Conclusion

Although Georgia’s economy is in its ninth consecutive year of economic expansion, state
revenue growth is expected to register at its lowest level since the Great Recession.
Lawmakers would be wise to continue maintaining a cautious approach to adding
additional tax expenditures while embracing measures like House Bills 182 and 276 that
enable the state’s revenue collections to keep pace with the changing economy. Moreover,
the procedural reforms proposed by Senate Bills 119 and 120 could greatly benefit
members of the General Assembly as larger tax initiatives are likely to be considered in
future years. If enacted together, the tax bills under active consideration are estimated to
have minimal effects on state revenues. However, beyond these proposals, members of
the General Assembly continue debating further changes to the state’s income tax code,
potential funding streams for rural broadband infrastructure, an increase in the rural
hospital tax credit from $60 to $100 million, the prospect of approving a ballot question on
casino gambling and other measures that could significantly impact state revenues.
Georgia lawmakers will have the opportunity to consider these and any other pending bills
until April 2 — when the General Assembly adjourns the first year of its biennial session.
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