ABC of Georgia 2009 Pre-Legislative Report by Rusty Paul - 1/07/09
In a pre-session meeting with reporters, Lt. Gov. Casey Cagle said he wanted to avoid any controversial issues during the upcoming legislation session.   Given the state’s budget crisis, the number of major pending issues and the always unpredictable nature of the Georgia General Assembly, avoiding a hullabaloo may be impossible.   Here is a quick overview of the major issues facing the General Assembly as it gathers for the annual State Capitol 40-day confab.
Budget:  Without question, the greatest challenge facing the legislature is the $2.5 billion hole in state revenues.  Action by the Governor in the current fiscal year has trimmed the deficiency by $203 million, but that is less than ten percent of the amount needed to make the budget whole.   The budget touches every state constituency.  The Governor managed the emerging shortfall through across the board cuts that were not exactly across the board.  While each department had to submit six, eight and ten percent budget reduction plans, the departments responded by cutting some programs, zeroing out others and leaving others relatively unscathed.   How the legislature crafts its budget will be the major story of this session. 
In doing so, the legislature is banking on relief from two sources.  One source is President-elect Obama’s $200 billion in stimulus aimed at helping states weather the current crisis.  While, the congressional leadership and the new administration want to get this money moving quickly, speed is not a hallmark of the federal appropriations process.  The other source is hope for a more rapid-than-expected return to economic normalcy.  While the administration plans a $1 trillion stimulus, the Federal Reserve has already pumped $2 trillion  in new cash into the economy since the fiscal crisis began last fall.   Top economists say any pump priming coming from Congress will pale in comparison with the Fed’s injection of liquidity and the dramatic drop in energy costs when it comes to generating a faster return to economic health.   Those factors, however, will not likely be incorporated into Gov. Perdue’s revenue estimate and will have little, if any, impact on the resources available to the 2009 budget writers.
Transportation/CIP Funding:  Even with a dearth of revenue, funding transportation will be a top priority.  Again, state officials hope that President-elect Obama’s stimulus plan, which targets “shovel ready” projects, will ride to the rescue of Georgia’s long-delayed infrastructure improvements.   State transportation funding has experienced a perfect storm that is exacerbating an already difficult situation.  Accounting changes at the state Department of Transportation have cut hundreds of millions of dollars from planned spending, the dramatic drop in gasoline prices has reduced gas tax revenue and the recession has devastated sales tax-related transportation income. As a result, an already limited number of crucial transportation projects will continue to shrink without an infusion of funds.    Lt. Gov. Cagle says he will push a transportation bill through the Senate the first week of the session, if he gets a consensus plan from transportation groups.  Speaker Richardson feels less pressure to pass a major transportation funding plan in 2009 since it can’t reach voters until the 2010 election.  
The most likely plan involves local option transportation funding, similar to education-related SPLOSTs, to address intermediate and long term funding problems.  In addition, the Governor has discussed his own plans for a “Georgia stimulus” which will focus on transportation and other construction projects, largely funded by $1.2 billion bonds. Meanwhile, the state is depending on President-elect’s expected infrastructure program for short-term relief.
Taxes:  I’m a no-new-taxes kind of guy. The time is not for raising taxes, the time is for right-sizing state government.”  Those words from the Lt. Governor are the annual mantra for every legislative session. 
House Speaker Glenn Richardson (R-Hiram), has told House Republicans much the same thing.  However, filling a $2.5 billion revenue shortfall will require draconian budget cuts without some new revenues.  Not included in the $2.5 billion deficit is another potential $200 million Medicaid shortfall created by a federal mandate involving a provider fee assessed on HMOs – CMOs in state parlance – that manage the state’s Medicaid expenditures.  Federal law now says that if a state accesses a provider fee on one set of HMOs, it must apply it to all.   Legislators see this as a tax increase and have vowed to stop it even if it adds to their budget challenges.   The Governor has a major new plan to add a provider fee to hospitals as well to generate more Medicaid resources. This battle will get intense as the session proceeds.   Other tax proposals floating around include: 
· Rep. Chuck Sims’ bill to tax groceries for the first time since the late 1990s. The food tax, which would raise a little under $1 billion a year, would end in mid-2011. Senior citizens and some other groups would be at least partially exempt.

· Sen. Jack Murphy (R-Cumming), is considering filing legislation to charge strip-club patrons $3 to $5. The money would be funneled to services for young people who are caught up in child prostitution or other forms of sexual exploitation.

· Rep. Ron Stephens (R-Savannah) plans to propose the second major cigarette tax increase since 2002. Perdue pushed through a 25-cents-a-pack increase in 2003 during the state’s last major fiscal crisis.  Stephens said an increase from 37 cents to $1 a pack would raise about $400 million a year.   Stephens and other advocates of raising the cigarette tax say it would help compensate for the money the state spends treating smokers with health problems.
Healthcare: When it comes to health care, this legislative session should be active and contentious.   As noted earlier, the state, in addition to a $2.5 billion shortage in revenues, will fall an additional $200 million short in Medicaid funding due to new federal rules governing provider fees.   Provider fees are creative accounting techniques states use to qualify for a higher portion of federal Medicaid matching funds.  In essence, providers pay a “tax” or fee to the state, which the state uses as a portion of its 40% match.  Meanwhile, the providers get their “fees” back in the form of higher Medicaid reimbursement payments.  Hospitals are dead set against the provider fee plan, even though it would provide the Medicaid reimbursements they have advocated for several years.   They want the funds to come from general taxpayer revenues. 

A related move is the Governor’s decision to split up the responsibilities of the mammoth Department of Human Resources by creating a new Mental Health Department.   In addition to creating a new department, the administration has decided that the state lacks the expertise to manage mental health programs, so it will launch a series of RFPs to outsource a variety of mental health services to the private sector.  Details on how the new department will function will probably emerge from the Governor’s budget and enabling legislation that will be released during the session.

Another piece of unfinished business involves funding trauma care.  Emergency rooms across Georgia are under tremendous strain and the state has failed to find a solution to pay for a state-wide network of trauma care centers that healthcare providers says is critical.

Education:  How far will the legislature push its step-by-step march toward school vouchers?   That is a key question this session. According to the Senate’s primary architect of school choice, “it's time to offer a school voucher program for parents who want it for their children who need it.”   While Sen. Eric Johnson, a candidate for Lt. Governor in 2010, has not outlined details on a bill, he has always been unapologetic for his salami slice approach to giving parents more flexibility in using state and local education funds.  
The major salami slice occurred last session with legislation sponsored by Rep. David Casas that set aside $50 million a year for taxpayers or corporate tax credits for those donating to a scholarship organization.   Contributors to a certified scholarship organization can get a dollar-for-dollar credit against state income taxes. For example, a married couple who gives $2,500 can take $2,500 off their annual state tax bill — the most allowed for couples. Individual taxpayers are capped at $1,000 a year and corporations can take a credit of up to 75 percent of their total state tax liability.  While only a fraction of these credits were used in the 2008 tax year, the question is will the legislature fund more tax credits in the 2010 budget – or will they simply let the existing credits roll over until they are consumed.   The program has the support of key leaders in both the House and Senate, so it appears the program is not facing a threat.   If new educational initiatives are in the offing, legislative leaders are not yet trumpeting them.
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