Associated Builders & Contractors of Georgia

February 22, 2010

By Rusty Paul

The General Assembly left town Thursday by announcing an 18-day recess to wrap its head around the state’s on-going budget dilemma.   In a nutshell, here’s the problem.

Two years ago, the state had, in round numbers, a $22 billion budget.  Today, they are working on an $18 billion spending plan and based on January’s revenue numbers, reality is probably closer to $17 billion. 

Roughly 75 percent of the budget flows into two categories:  education (50+%) and healthcare (25%  [read Medicaid, low-income children’s medical insurance programs and the state employees health plan])  Law enforcement, public safety, prisons, social services, courts, transportation, government administration, parks, natural resources, economic development, drivers services (DMV) and everything else the state does lives on the remaining 25 percent. 

While not immune from cuts, as teacher furloughs attest, education and healthcare so far have been shielded from the most draconian cuts.   Other departments have endured much deeper reductions.  For example, the Department of Administrative Services has lost 80 percent of its budget. 

The biggest problem is in the healthcare budget, particularly Medicaid, which faces a $500 million shortfall.   The governor proposes a 1.6 percent hospital “bed” tax, which is a reprise of his proposal last year to deal with healthcare funding.  He believes program beneficiaries should pay the programmatic costs; thus, hospitals, the largest Medicaid recipients, should help the state come up with the funds to match more federal dollars that would then be used to boost their Medicaid reimbursement rates.

Without new Medicaid revenues, the governor says a 16.5 percent Medicaid rate cut is the only alternative, which would shutter hospitals and nursing homes and chase away the dwindling number of doctors who accept Medicaid patients. 

Those House members looking for an alternative solution have settled on a $1 per pack cigarette tax that would generate the money needed to close the hole.   Meanwhile, Senate President Pro Tem Tommie Williams fired off a letter to hospital administrators saying “accept the bed tax or take the cuts – it’s your choice.”  The Lt. Governor also supports the bed tax because he sees the cigarette tax as a declining revenue source.

House tobacco tax supporters don’t care that the revenue declines over time; they only need enough money to bridge the next three years – or until economic recovery returns to Georgia.   So far, a bipartisan list of 60 House members has initialed the tobacco tax hike legislation, with others quietly expressing support as well.

At loggerheads, the top leaders have agreed on an 18-day truce, allowing the three power centers to parley and seek compromise.  Meanwhile, the House and Senate are holding joint appropriations committee hearings this week at the Capitol.
Key Legislative Issues – New Bill Introductions:

HB 1195 – Creates a Workforce Investment Board and creates the Governor’s Office of Workforce Development. 

HB 1196 – Outlaws any building code requiring a fire sprinkler in a single-family dwelling.

HB 1204 – Establishes new tax credits up to $700 for each job created of at least 35-hours weekly and $20,000 per year.

HB 1204 – Allows water well contractors to drill wells and geothermal boreholes without the supervision of a professional geologist or engineer.  Current law requires both a license and supervision.  This law requires only a license. 

SB 417 – A companion bill to HB 1048, it requires any residential or commercial structure to have an inspection certification for wood-destroying organisms before conveyance.

SB 432 - Prohibits local governments from adding new zoning, land use or special use permit requirements on applications for collocation or modification of a wireless communication structure or facility.  Localities may only review for conformance with applicable site plan and building permit requirements, including zoning and land use conformity, but are barred from adding further zoning, land use, or special use permit conditions beyond the initial zoning, land use or special permit requirement.
SB 433 - Prohibits employers from requesting credit reports on employees or prospective employees with certain exceptions: such report is required by law; is substantially related to the employee's current or prospective job, or employer reasonably believes that the employee has engaged in specific activity that constitutes a violation of the law.

Key Legislative Issues – Status of Previous Bills:

Construction:

HB 700 – Last year’s highly controversial effort to move oversight of Georgia Board of Regents construction to the Georgia State Finance & Investment Commission (GSFIC) seems stalled in the Senate.  In conversations with the Regents, Sen. Ronnie Chance has indicated he has no plans to bring the bill out of his committee.   The lead proponent of the change, Rep. Earl Erhardt, also suggested to the Regents that he “has moved on” to other issues.  PASSED THE HOUSE/IN THE SENATE FINANCE COMMITTEE 

HB 953 – Create a sales tax exemption for the use of energy and water saving devices in construction.  IN COMMITTEE/No Change

HB 975– To spur residential construction, each newly constructed single-family residence offered for sale by a residential contractor is granted an exemption for the residence’s full value from all ad valorem taxes in the first year after it is sold.  IN COMMITTEE/No Change

HB 1048/SB 417 - A Senate version of this bill was introduced this week (see above).  Both versions require all deeds on a residential or commercial structure must carry a certification by a person employed by a licensee under Chapter 45 of OCGA Title 43 that the structure has been inspected for termites and other wood-destroying organisms and stating the results of that inspection. This certification must be delivered to each purchaser prior to or at the time of the conveyance.  APPROVED BY HOUSE COMMITTEE/IN SENATE COMMITTEE

HB 1076/HR 1293 – Repeals the state’s general contractor licensing law and the companion resolution creates a study committee to investigate the benefits of regulation/deregulation of residential and commercial general contractors.  IN COMMITTEE/No Change

SB 339 – Allows a contractor with a utility contractor’s license to work on utility projects anywhere in Georgia without having to acquire a general contractor’s licence. – APPROVED BY THE SENATE/NOW GOES TO THE HOUSE

SB 362 –This bill changes state lien law and eliminates the state’s affidavit of non-payment requirements.   ABC informally met with the legislation’s sponsor, along with AGC, this week and during the session concerns were raised over the absence of a paper trail affirming down stream payments. The compromise now being discussed is a notice of non-payment that does not require a court house filing.   The committee chair objects to the bill in its current form, so some redrafting is planned.  A meeting with key players is planned this week and ABC will participate.  IN COMMITTEE
SB 370/HB1094 –The Governor’s water conservation legislation that requires water saving devices in all residential and commercial construction permitted after July 1, 2012.  IN COMMITTEE/No Change

Economic Development:

HB 881 is now HB 202 – Corrects unintended consequences of previous legislation that led to a Supreme Court decision that appeared to bring local economic development authorities into a referendum requirement for approval of bonds.  The author is rewriting portions of the bill to deal with some committee objections.  WAS HEARD IN SUBCOMMITTEE AND IS EXPECTED TO RECEIVE COMMITTEE ACTION EITHER DURING THE RECESS OR IMMEDIATELY AFTER THE LEGISLATURE RETURNS. 

SB 186 - Allows a tax allocation district to include all or part of the property taxes levied in the computation of tax allocation increments if the administrative body of community improvement district passes an enabling resolution. IN COMMITTEE/No Change

SB 374 – Creates a special legislative economic development council to provide oversight for the state’s economic development and business recruitment efforts.  Comprised of House and Senate members, the council is charged with reviewing current goals, tax exemptions, credits, departmental activities, expenditures, policies, regulations and even other (read “local”) entities.  The council will also review proposed legislation and activities of other states to make recommendations on policies and legislation needed. PASSED THE SENATE/NOW IN THE HOUSE
Employment:

HR 178 - A constitutional amendment would allow enforcement of contracts that restrict competition during or after the term of employment or of a commercial relationship so long as such contracts are reasonable in time, geographic area and line of business.   The Committee voted in favor of the bill, but it was recommitted to the Committee by the House Rules Committee for reconsideration.  RECOMMITTED TO COMMITTEE

HB 887 - Exempts any employer from civil liability who, upon request of a prospective employer or a current or former employee, provides accurate information about a current or former employee's job performance or reasons for separation.  IN COMMITTEE/No Change

SB 148 – Authorizes a periodic review of existing occupational regulatory entities to ensure that the authority of such regulatory entities are relevant to the current state of professional and business conditions. It creates an occupational regulatory review council to recommendation changes in state employment law. PASSED THE SENATE/ NOW IN THE HOUSE
