GEORGIA

2002 Legislative Tax Summary

Sales & Use Tax
Agricultural CommoditiesExemption
-- HouseBill 1180 (0.C.G.A.§48-8-3(6.2)).
Effective Date: July 1, 2002. Bill createsa
new sales and use tax exemption for sales
to any agricultural commaodities commis-
sion created by and regulated pursuant to
Chapter 8 of Title2. Thereare 12 Commis-
sions: apple, canola, corn, cotton, egg,
milk, peach, pecan, peanut, soybean, sweet
potatoes, and tobacco. This exemption is
anticipated to be administered through the
Certificate of Exemption (Form ST-5).

SaleTax Holidays-- HouseBill 1312
(O.C.G.A.848-8-3(75)). Effective Date:
March 5, 2002. Legidlation enacts a new
sales and use tax exemption for two peri-
ods(March29-30, 2002 and Aug. 2-3, 2002).
The Sales Tax Holiday exempts certain
clothing where the sales price does not
exceed $100 per item, thefirst $1,500 of the
sales price on computers and computer re-
lated accessories when purchased with a
personal computer base unit, and the sale
of school supplies where the sales price
does not exceed $20 per item. The exemp-
tion does not apply to rentals, sales in
theme parks, entertainment complexes, pub-
lic lodging establishments, restaurants or
airports or to purchases for a trade, busi-
ness or resale.

Computer Equipment Exemption --
House Bill 1441 (O.C.G.A.§48-8-3(68)).
Effective Date: Oct. 1, 2002. Bill amends
the exemption for computer equipment to
change the definition of computer equip-
ment; and to exclude telephone central of -
fice equipment (telephone switching equip-
ment); and to exclude certain other com-
puter equipment. It providesthat any tech-
nology company qualified for the exemp-
tionthat isaffiliated with anon-qualifying
entity must conduct a majority of itsbusi-
ness with nonaffiliated third party compa-
nies. The regulation and exemption appli-
cation will be revised to address the
changes.

M obile Tdecommunications-- House
Bill 1443 (0.C.G.A.§848-8-6, 48-8-13and
46-5-134). EffectiveDate: May 14, 2002.
Bill creates a new section under the sales

tax statutes and amends O.C.GA. § 46-5-
134 to be consistent with the federal Mo-
bile Telecommunications Sourcing Act, 4
U.S.C. Section 116-124, effective Aug. 1,
2002. Primarily, it providesanational uni-
form method of sourcing state and local
taxes and fees on mobile telecommunica-
tion services. It aso provides for an ad-
ministrative remedy for consumersto cor-
rect local tax billing errors by the service
provider before any legal action canbeini-
tiated against the provider.

Section 1: AmendsO.C.GA. §48-8-6
to source any sales tax or fee to the
customer’s primary place of usewithinthe
boundaries of the political subdivision (i.e.
state or county) imposing the tax or fee.

Section 2:

(a) Creates a new section 48-8-13,
adopting all termsand definitionsfromthe
federa act;

(b) Limits the application of this sec-
tion to only taxes on mobiletelecommuni-
cation services to consumers with a pri-
mary place of usein Georgia;

(c) Consumer administrative remedy
provision;

(d) Allows provider to bundle taxable
and nontaxable services into one charge
without taxing the entire charge (only tax-
ing thetaxable portion), provided the com-
pany can identify the taxable and nontax-
able serviceswithin its books and records;

(e) Allows the provider to be “held
harmless’ from any past tax liability, pen-
aty or interest due solely as a result of
incorrect assignment of the customer’spri-
mary placeof use, under certain conditions;
the provider must obtain and maintain the
customers primary place of use subject to
review by the Department.

Section 3: AmendsO.C.GA.§46-5-134
such that the provider will sourcelocal 911
chargeslike the mobiletelecommunications
salestax charges (e.g. to the county of the
customers primary place of use).

Section 4: Providesthat if any of the
provisions of the federal act are substan-
tially limited or impaired by acourt of com-
petent jurisdiction, then all provisions are
tobedeclaredinvalid. Thiswill not materi-
aly effect Georgia sahility totax these ser-
vices(O.C.GA. §48-8-2(6)(B)).

Section 5: Effective date to apply to
chargeshilled on or after Aug. 2, 2002, con-

sistent with the effective date of the fed-
erd act (Aug. 1, 2002).

Revenue Regulation 560-12-2-.24 Com-
munication Serviceswill be amended.

Local Sales Tax Cap -- House Bill
1444 (O.C.G.A.8848-8-6 and 48-8-111).
Effective Date: July 1, 2002. Bill amends
the cap on local county sales taxes of two
percent to exclude the sales tax for educa
tional purposes (ELOST exempted by con-
stitution) and to allow MARTA to be ex-
cluded when a special purpose tax
(SPLOST) isimposed exclusively for water
and or sewer projects. If this SPLOST is
imposed, it shall not apply to sales of ac-
commodations or motor vehicles. Cur-
rently, this provision could only effect
DeKalb and Fulton countiesand would al-
low the overall rate in these two counties
to increase to eight percent.

Additionally, this legidation amends
the Special Purpose Tax Section
(O.C.GA.848-8-111) to expand the defini-
tion of capital outlay projectstoinclude a
hospital operated by a county, hospital au-
thority or nonprofit organization operating
under contract with a county or hospital
authority.

Gross Sales Definition -- House Bill
1446 (O.C.G.A.848-8-2(4)). Effective
Date: May 14, 2002. This legislation
amends the definition of gross sales as it
relates to local telephone service to allow
the telephone service provider to bundle
taxable and nontaxable services into one
charge without taxing the entire charge
(only taxing the taxabl e portion), provided
the company can identify the taxable and
nontaxable services within its books and
records. Thebill aso entitlesacustomer to
obtain the charges associated with the non-
taxabl e portion from the phone company.

Georgia Sate Society of Daughters
of theAmerican Revolution -- HouseBill
1521 (O.C.G.A.848-8-3(7.2)). Effective
Date: July 1, 2002. Bill createsanew sales
tax exemption for sales to any chapter of
the Georgia State Society of Daughters of
the American Revolution that has been
granted nonprofit status under Internal
Revenue Code 501(c) (3) and obtainsacer-
tificatefrom the commissioner. Thisexemp-
tion is anticipated to be administered



through the issuance of aletter of authori-
zation.

Income Tax

Annual Update -- House Bill 1026
(O.C.GA.848-1-2). EffectiveDate: April
18, 2002. Bill includesthe amendment re-
ferred to as the “annual update” legida
tion. Theamendmentto O.C.GA. 848-1-2
isthe annual update to follow the Internal
Revenue Code asit exists on Jan. 1, 2002.
This update includes all applicable provi-
sionsof tax legidation signed into law dur-
ing 2001. Applicableto taxable years be-
ginning onor after Jan. 1, 2002. Itisimpor-
tant to note that this bill does not include
the Job Creation and Worker Assistance
Act of 2002. Accordingly, adjustments
must be made on Georgia returns for the
2002 act.

State Auditor -- House Bill 1285
(O.C.G.A. 8850-6-4, 50-6-9 and 50-6-29).
EffectiveDate: May 1, 2002. Bill autho-
rizes the State Auditor to inspect, compel
production of and copy confidential infor-
mation in any form unlessthe law making
the information confidential expressly re-
ferstothislaw and qualifies or supersedes
it.

Retirement Exclusion -- House Bill
1313 (O.C.G.A. 848-7-27(a)(5)). Bill in-
creasestheretirement exclusionto $14,500,
for tax years beginning on or after Jan. 1,
2002, and prior to Jan. 1, 2003. For tax years
beginning on or after Jan. 1, 2003, the re-
tirement exclusion increasesto $15,000.

Zero Emission Tax Credit -- House
Bills 1389 and 1439 (O.C.G.A. 848-7-
40.16). Effective Date: April 25, 2002.
Bills represent changes to the current law
granting aZero Emission Tax Credit. The
billsdefinea“low speed vehicle” and cre-
ate amechanism for special tags and titles
for the “low speed vehicles,” as well as
establishing rules of the road for the ve-
hicles. Clarificationisprovidedthat a“low
speed vehicle” does not qualify for the
Zero Emission Tax Credit. Thelaw creates
awindow of opportunity for claiming the
Zero Emission Tax Credit by ownersof a
“low speed vehicle” who purchased or
leased such vehicle and placed it in ser-
vice during the 2001 calendar year.

Technical Corrections-- House Bill

1434 (O.C.G.A. 8§848-7-1, 48-7-27, 48-7-
30, 48-7-31.1, 48-7-40.22, 48-7-60, 20-3-
632, 20-3-633, 20-3-634, 20-3-635, 20-3-
637, 20-3-638 and 20-3-642).

The major income tax provisions of
thishill arelisted below.

1. Changesvarious provisionsregard-
ing the GeorgiaHigher Education Savings
Pan:

a) Clarifies that the $2,000 deduction
isonly available to parents and guardians
who are the owner(s) of the account.

b) Clarifiesthetreatment of withdraw-
alsfrom the account.

¢) Eliminatesthe previousannual con-
tribution limit of $8,000.

d) Previously thelimit of total contri-
butionsfor each beneficiary was $120,000.
Contributions can now be made until the
total account balance for each beneficiary
reaches $235,000.

2.ChangesO.C.GA. §48-7-31.1 (Con-
ditions for allocating taxpayer’'s income
pursuant to agreement) by specifying
which records are public records open for
inspection and provides criteria for deter-
mining whether a proposal has significant
economic benefit ontheregion for whichit
is planned.

3. Changes O.C.GA. §48-7-60 confi-
dentiality provisions when it is necessary
to conduct research commissioned by the
Department.

4. Changes O.C.GA. §48-7-40.22
(Credit to business enterprises for leased
motor vehicles) by:

a) Defining amotor vehicle.

b) Clarifying that each vehicle for
which acredit isclaimed must have an av-
erage daily ridership of not less than four
employeesfor an entiretaxableyear.

¢) Clarifying that if the Low or Zero
Emission Tax Credit is claimed when the
vehicleis purchased, the credit authorized
inHB 1434 will not beallowed.

d) Providing for recapture provisions
for the credit.

Items1and 4took effect onApril 11,
2002, and areapplicabletotaxableyears
beginning on or after Jan. 1, 2002. Items
2and 3took effect on April 11, 2002.

Restoration Tax Credit for Certified
Sructuresand Historic Homes-- House
Bill 1441 (O.C.G.A. §48-7-29.8). Effec-
tiveDate: Jan. 1, 2004, and will beappli-
cabletoall taxableyear sbeginning on or

after that date. Bill createstax credit re-
wardsfor “certified rehabilitation” of acer-
tified structure or a historic home. The
credit requires meeting standards set by
the Department of Natural Resources. The
maximum amount allowablefor thecreditis
$5,000.

Transfer of Credit -- House Bill 1441
(O.C.GA.848-7-42). EffectiveDate: May
14, 2002. Bill changes the current law al-
lowing thetransfer of creditsamong affili-
ated entities. Prior to the passage of this
bill, acredit had to betransferred initsen-
tirety to one affiliated member by atrans-
ferring entity. Based on the changes pre-
sented in this bill, Companieswill be able
to transfer credits in whole or in part to
affiliated entities.

Rural PhysiciansTax Credit -- House
Bill 1565 (O.C.G.A. §48-7-29). Effective
Date: Jan. 1, 2003, appliestoall taxable
years beginning on or after that date.
Changes the definition of “rural hospital”
to be an acute-care hospital located in a
rural county that contains fewer than 100
beds (instead of fewer than 80 beds). Prior
law required a physicianto livein arura
county. This bill nhow also allows a rural
physician living in acounty contiguousto
the rural county in which he practices to
qualify for the credit.

GeorgiaLimited Liability Act -- Sen-
ate Bill 253 (O.C.G.A. §814-11-101, 14-
11-308, 14-11-405, 14-11-502, 14-11-601,
14-11-601.1 and 14-11-602). Bill makes
various “technical corrections” to the
“GeorgiaLimited Liability Act.” Included
are changesto the approval rights of mem-
bers, changesto provisionsrelating to dis-
tributions upon the event of dissociation,
changes to provisions relating to assign-
ment of alimited liability interest, changes
to provisionsrelating to cessation of mem-
bership, and changes to limit the with-
drawal from alimited liability company.

Property Tax

Tax Sales Excess Funds Payment --
HouseBill 337 (O.C.G.A. 48-3-19, 48-4-
1, 48-4-5 and 48-4-42). Effective Date:
May 21, 2002. Bill repealscompletely the
law providing for the sale and transfer of
tax executions to individuals or in lot



blocks, thus removing the ability of indi-
viduals to purchase fifas and exercise the
same power and authority as the tax com-
missioner in collecting such fifas.

Bill modifiestheprovisionof O.C.GA.
48-4-1, which permitstwo or moretax ex-
ecutions to be combined and asingle sale
held to collect the tax, and adds a provi-
sion that notice only hasto be given to the
defendant on at |east one of the executions.
It also provides that the 12-month period
of redemption on all such consolidated ex-
ecutions starts on the date of the sale.

Bill also deals with the excess funds
left over from atax sale and allowsthe tax
commissioner to deposit thefundswith the
superior court where actions may befiled
by interested parties for such excess
(O.C.GA.48-4-5).

Bill reduces the amount that must be
paid by aformer owner to redeem property
that has been sold at atax sale in certain
instances. Thefirst year premium remains
at 20 percent of the sale price, but the sub-
seguent year premiums have been reduced
from 20 percent to 10 percent. Also the 20
percent premium added when the new
owner has sent the required notice that the
right of redemption isabout to belost in 30
days has been eliminated altogether and
the new owner can only recover the cost
of such notice.

Waivelnterest Unpaid Taxes-- House
Bill 547 (O.C.G.A 48-5-242). Effective
Date: July 1, 2002. Bill alows the tax
commissioner to waive interest on delin-
guent state, county, municipal or school
taxes they collect subject to the approved
of the county governing authority, which
may reservetheright to rule on waiver re-
guests on a case by case basis or delegate
the authority to waive interest to the tax
commissioner subject to strict rules and
regulations or general guidelines as suits
the commissioners.

Distribution Forfeited Property --
HouseBill 783 (0.C.G.A. 16-13-49). Ef-
fectiveDate: May 16, 2002. Bill addsnew
options for the court to distribute confis-
cated real property which is forfeited due
to the presence of certain contraband items
on the property. It allows such property to
be turned over to the state, counties, cities
or land bank authorities.

ButtsCounty Homestead Exemption -
-HouseBill 1106 (O.C.G.A. 48-5-40(3)(L)).
Effective Date: July 1, 2002. Bill revises
the population brackets in the code to the
new 2000 census numbers to allow Butts
County homeownersliving onleased prop-
erty, primarily lakelots, to continuereceiv-
ing ahomestead exemption. Normally, own-
ership of theland isrequired to qualify.

Surviving Spouses of Certain Mili-
tary Personnel -- House Bill 1217
(O.C.GA.48-552.1). EffectiveDate: May
13, 2002. Bill amends the code and ex-
tends the disabled veterans exemption to
unremarried surviving spouses of veterans
who werenot killed inawar or armed con-
flict (current law) but died later asaresult.
Bill mugt ber atified by thecitizensof Geor-
giain theNovember 2002 election, if rati-
fied theact will bein effect Jan. 1, 2003.

Certain Higtoric Property Exemption
-- House Bill 1244 (O.C.G.A. 48-5-41)
EffectiveDate: May 14, 2002. Bill estab-
lishes atax exemption for certain historic
property, whichislisted onthe National or
Georgia Register for Historic Places and
owned by a nonprofit corporation, which
housesamedical museum or medical soci-
ety. Bill must beratified by thecitizensof
GeorgiaintheNovember 2002 election, if
ratified theact will bein effect Jan. 1, 2003.

Removal of Board of Tax Assessors
Members-- House Bill 1278 (O.C.G.A.
48-5-295) Effective Date: July 1, 2002.
Bill adds aprovision that a hearing before
ajudge is required before removing any
assessor from office (current law affords
this right only when the assessor is aso
an appraiser). The bill further adds a pat-
tern of incorrect assessmentsor thefailure
to maintain uniformity as grounds for re-
moving an assessor from office.

Certain Commer cial DocksideFacili-
tiesAd Valorem Tax Exemption -- House
Bill 1288 (O.C.G.A. 48-5-7) Bill provides
for the assessment for ad val orem tax pur-
poses of certain commercial dockside fa-
cilities whose primary use is the landing
and processing of seafood at 20 percent of
itsfair market value rather than 40 percent.
EffectiveDate: January 1, 2003 provided
thevoter sof Geor giain theNovember 2002
eection ratify thecompanion HouseReso-

lution 364, otherwiseit standsrepealed.

Property Preferential Use Covenant -
-HouseBill 1321 (0.C.G.A.48-5-7.1,48-
5-7.4, 36-89-1, 36-89-2, 36-89-4, and 36-
89-5). EffectiveDate: May 14, 2002. Ap-
plicableto all taxableyear sbeginning on
or after January 1,2002. Bill providesan
“early out” option three years into a re-
newal conservation or preferential use cov-
enant wherethetaxpayer isat least 65 years
old. Normally the covenants are for afull
10years.

Bill also allowsthe property owner to
use the property for hunting purposes and
still qualify for conservation use assess-
ment. Previous|aw only allowed the hunt-
ing rights to be leased to others.

Thishill clarifies some of thelanguage
on the administration of the homeowner
tax relief grant creditsand extendsthe cred-
itsto apply to taxes levied by municipali-
tiesand within special tax districts.

Ad Valorem Tax Exemption Certain
Fishing Vessels -- House Bill 1391
(O.C.GA.48-5-41). EffectiveDate: May
14, 2002. Bill seeksto provide atax exemp-
tion for commercial fishing vesselswhose
primary useisthe catching of seafood. Bill
must beratified by thecitizensof Georgia
inthe November 2002 election, if ratified
theact will bein effect Jan. 1, 2003.

ClarkeCounty Population Bracket --
HouseBill 1449 (0.C.G.A. 48-5-18 par a-
graph h). EffectiveDate: July 1, 2002. Bill
updates a population bracket, which only
includes Clarke County, to continueto per-
mit them to use March as a deadline for
filing property tax returns. Normal dead-
lineisApril 1.

DeKalb, Cobb County Population
Brackets-- HouseBill 1489 (0.C.GA. 48-
5-24). Effective Date: July 1, 2002. Bill
updates the population brackets to allow
DeKalb County to continue their provi-
sions for two-installment ad valorem tax
billing. Bill updatesthe popul ation brack-
ets to allow Fulton County to continue
charging an additional 12 percent interest
ontax billsthat exceed $1,000.

Bill updates the population brackets
toalow Cobb County to continueto bill in
installmentswith afirst installment dead-
line of Aug. 15 and a second installment



deadline of Oct. 15.

ClarkeCounty Homestead Exemption
-- House Bill 1559. (O.C.G.A. 48-5-45).
Effective Date: July 1, 2002 Bill updates
the population bracket to allow Clarke
County to continueto use March 31 asthe
deadlinefor taking homestead exemptions.
Normally thisdeadlineisJune 1.

Tax Defaulter -- House Resolution
126 (ArticleX, Section |, Paragraph 11 of
the Constitution) Effective Date: This
resolution must beratified by thevoter sof
GeorgiaintheNovember 2002 election, if
ratified thisresolution becomeslaw im-
mediately. Resolution, if ratified by thevot-
ers, would makeapersonineligibleto hold
an elected or appointed officeif they area
defaulter on any federal, state, county,
municipal or school systemstaxes. Thein-
eligibility may beremoved by the payment
of thetax.

Certain DocksideFacilities-- House
Resolution 364 . (ArticleVIl, Section |,
Paragraph |11 of theCongtitution). Effec-
tiveDate: Thisresolution must ber atified
by thevoter sof Geor giain the November
2002 election, if ratified this resolution
becomeslaw immediately. Resolution au-
thorizesthe General Assembly to establish
a separate class of property and separate
methods of taxing commercia docksidefa
cilitiesconsisting of real and personal prop-
erty whose primary use is the landing and
processing of seafood. The enabling leg-
islation isHB 1288, which would tax this
type property at 20 percent rather than 40
percent of fair market value.

Community Redevelopment Tax I n-
centive Program -- HouseResolution 391.
(Articlel X, Section |1, Paragraph VI of
theCongtitution). EffectiveDate: Resolu-
tion mugt beratified by thevoter sof Geor -
giaintheNovember 2002 election, if rati-
fied thisresolution becomeslaw immedi-
ately. Resolution empowers counties and
cities to establish community redevel op-
ment tax incentive programsfor properties,
other than homes, maintained in ablighted
condition area, and tax the properties in
such districtsat ahigher rate of taxation. It
also providesfor the counties and munici-
palities to decrease the taxation, even be-
low taxes charged similar propertiesnot in

the blighted area, if the owners submit an
acceptable plan to rehabilitate the proper-
tiesover time.

Certain L ow-IncomeProjects--House
Resolution 1073. (ArticleVII, Section |,
Paragraph |11 of theCongtitution). Effec-
tive Date: Resolution must beratified by
thevoter sof Geor giain theNovember 2002
election, if ratified thisresolution becomes
law immediately. Resolution authorizes
the General Assembly to create a separate
class of property for ad valorem tax pur-
poses for qualified low-income building
projectsand allow different rates, methods
and assessment dates for thistype of prop-

erty.

Cobb, Gwinnett County Tax
Collector’'s Commissions -- Senate Bill
354 (O.C.G.A. 48-6-73). EffectiveDate:
July 1, 2002. Bill revises the population
brackets to prevent Cobb and Gwinnett
from moving into a different bracket that
would have reduced their commissionson
recording intangibletax from 6 percentto 4
percent. Currently only DeKalb and Fulton
areinthe 4 percent bracket, but Cobb and
Gwinnett would have joined them without
thishill.

DeKalb Ad Valorem Ingtallment Pay-
ments-- SenateBill 405 (O.C.G.A. 48-5-
24) EffectiveDate: July 1, 2002. Bill up-
dates the population brackets to permit
DeKalb County to continue collecting ad
valorem taxesin twoinstallmentswith dif-
ferent due dates and penalty provisions
than that provided in the general statute.

Alcohol Division

Regional Economic Assistance
Project -- HouseBill 1482 (0.C.G.A. §50-
8-191). Effective Date: April 25, 2002.
Changes provisions relating to the mini-
mum criteria for application as aregiona
economic assistance project (REAP). Au-
thorizes the commissioner of the Depart-
ment of Community Affairsto waive crite-
riaunder certain conditions.

(REAP) minimum criteria

A project, in combination with any
adjacent facility included by a reciprocal
use agreement shall:

e Benotlessthan 250 acresinsizeor
be located on or adjacent to a lake of not

lessthan 2,500 acres

e Have zoning which is appropriate
to the planned uses and plans and be con-
sistent with land use regulations; and

o Meet at least three of thefollowing
criteria

¢ Oneor moreregulation 18-holegolf
courses with a clubhouse providing food
service or have acommercia boat marina
of not lessthan 300 boat dlipswith afacil-
ity providing food service;

o Afull-servicerestaurant with mini-
mum seating for 75 or more persons,

e Atleast 100 residential units;

e At least 200 rooms for overnight
stays;

o Conferencefacilitieswith capacity
for 150 participants; or

e Belocated in acounty in which a
state operated facility or authority provides
services or products, or both to the gen-
erd public.

The commissioner of the Department
of Community Affairs may waivenot more
than one of the criteriaset forthin the Code
and regulationsif the commissioner deter-
minesthat the project will confer substan-
tial benefits upon the local jurisdiction.

Internal

Administration

Check Deposit -- SB 323 (O.C.GA.
848-2-17). EffectiveDate: May 16, 2002.
Bill changes provisionsrelated to payment
of money and collections received by the
Department of Revenue to the Office of
Treasury and Fiscal Services, by setting a
maximum of 45 days between receipt of
monies and date of deposit.
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