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Colonel, USMC, Retired
State Senator. Florida. Retired

July 20, 2020

The Honorable Muriel Bowser
Executive Office of the Mayor
District of Columbia

1350 Pennsylvania Avenue, NW
Washington, D.C. 20004

The Honorable Phil Mendelson

Chairman

Council of the District of Columbia

1350 Pennsylvania Avenue, NW, Suite 504
Washington, DC 20004

The Honorable Jeffrey S. DeWitt

Chief Financial Officer

District of Columbia

1350 Pennsylvania Avenue, NW, Suite 203
Washington, DC 20004

Dear Mayor Bowser, Chairman Mendelson and Mr. DeWitt:

As you consider new sources of revenue in these trying times, | thought perhaps,
sharing my experience with similar issues in Florida in the late 1980s might be of some
assistance.

Late 1986, after four months of lengthy discussions with the incoming Speaker of the
Florida House of Representatives, | finally agreed to accept assignment as Chairman of the
Committee on Finance and Taxation. The next ten months would be the most intense period of
my entire twenty years in elected office. Florida was in a recession and revenue was short.
The Florida tax initiative was to place a tax on services which included advertising services.
That's the area | will concentrate on because that's what finally doomed our efforts on tax
reform.

The advertising business is very complex, so | welcomed the opportunity to travel to
New York to meet with the President of CBS Television, the President of CBS Radio and their
chief legal counsel. Discussions with the two broadcast presidents were very enlightening. i
had no idea of the amount of barter transactions that take place in advertising. Barter
transactions were and are a major part of the national advertising industry. How would we
impute a value for tax purposes? And there’s prime time vs secondary markets, packaging
through ad agencies, spot purchases of advertising time, partnership advertising,
apportionment, etc.

After spending the morning with CBS, | moved on to a top ad agency; the N W Ayer
Agency on Avenue of the Americas. Our meeting at N W Ayer was chaired by the Senior Vice
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President and Managing Director of Media Services for N W Ayer. Also attending the meeting
was the Manager of Media Services for J C Penney, the Senior Vice President and Corporate
Media Director, USA of DMB&B, the Staff Executive, American Association of Advertising
Agencies, and someone from the Station Representatives Association. They made some good
points and some bad points and they made some threats. They reinforced some of the points
made at CBS about the secondary market area and how they would very likely be the first to
feel the impact of reduced advertising. They pointed out the frequent cancellations of specific
time slots due to preemption by presidential news conference, announcements, broadcast
interruptions; etc. and how replacement ads must be redirected to other programs with different
cost factors, etc.

There were other problems with advertising too, that affected broadcasters and
publishers along Florida state boundaries. Often there might be competing stations or
newspapers only a short distance from each other, both competing for the same audience, but
located in different states. A 5% tax imposed in Florida would certainly shift advertising to the
station in Alabama or Georgia. And it did. One example was Alabama Power & Light who
advertised with a Pensacola television station. They shifted to a Mobile station following
passage of the tax.

These are only a few of the issues | was able to learn about, but the message was clear.
If we weren’t very careful in how the tax measure was drafted, we would have severe
unintended conseguences.

Our membership didn’t understand the complexities and didn’t have the time to learn.
Even though warned about potential ramifications, the tax was passed into law April 1987. And
the “chickens came home to roost’. National ad agencies began pulling business out of
Florida. Long scheduled major meetings and conventions were cancelled resulting in major loss
of revenue to the state and loss of jobs in the private sector. Revenue loss to the broadcast
industry were staggering.

Another factor we didn’t recognize early was when the Florida Department of Revenue
developed revenue estimates, no sale for resale provision was included. The result was
unacceptable double and triple taxation. To include sale for resale after the legislation was
drafted would substantially reduce the potential revenue which was also unacceptable.

When the decision was finally made to repeal the tax, even repeal was difficult because
of a lack of understanding among our membership. Finally, after multiple special sessions, we
repealed the entire tax package and replaced it with a one cent increase in the sales tax.

Political ramifications were substantial. This is how the Services Tax leaders faired in
their next election:

Governor Bob Martinez, Defeated for re-election
Senate President John Vogt, Defeated in his run for Insurance Commissioner

Speaker Jon Mills, Defeated in his run for Congress
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Senate Rules Chairman and Dean of the Senate Dempsey Barron, Defeated for re-election to
Florida Senate

House Rules Chairman Carl Carpenter, Did not run for re-election

Senate Finance and Taxation Chairman Tim Deratany, Defeated for re-election to Florida
Senate

House Finance and Taxation Chairman Bud Gardner, Won Election to Florida Senate
Senate Appropriations Chairman Jim Scott, Won Re-election to Florida Senate

House Appropriations Chairman and Speaker Designate Sam Bell, Defeated for re-election to
Florida House of Representatives

Based on my experience, it would be my recommendation to not rush into a complex tax
initiative. You really need to have an understanding of potential unintended consequences.
Professional staff does a competent job, but often they don’t fully understand political nuance
elected officials must face.

| wish you the best of luck as you address the needs of your community. Thank you for
your service.

Yours truly,

Ok Bl iy,

Winston W. “Bud” Gardner

Enclosures
~c (with enclosures):

The Honorable Kenyan R. McDuffie, Ward 5 Councilmember and Chair Pro Tempore
The Honorable Charles Allen, Ward 6 Councilmember

The Honorable Anita Bonds, At-Large Councilmember

The Honorable Mary M. Cheh, Ward 3 Councilmember

The Honorable Vincent C. Gray, Ward 7 Councilmember

The Honorable David Grosso, At-Large Councilmember

The Honorable Brianne K. Nadeau, Ward 1 Counciimember
The Honorable Brooke Pinto, Ward 2 Councilmember

The Honorable Brandon T. Todd, Ward 4 Councilmember
The Honorable Elissa Silverman, At-Large Councilmember
The Honorable Robert C. White, Jr., At-Large Councilmember
The Honorable Trayon White, Sr., Ward 8 Councilmember




The Orlando Sentinel, Sunday, April 26, 1987

Tax bill brings out best in Gardner

Even critics applaud willingness to listen, attention to detail

By Donna Blanton

SENTIMEL TALLAHASSEE BUREAU

TALLAHASSEE — Bud Gardner closed
his eyes and leaned back on the soft sofa in the
House Speaker’s office, dog tired.

It was late Wednesday afternoon, and
negotiations between the House and Senate on the
biggest tax increase in Florida history had just
disintegrated.  Gardner, Chairman of the House
Finance and Tax Committee and author of the bill
expanding the sales tax to dozens of services, still

Legislature ‘87

THE LEADER

When a Senator asked at a conference committee
meeting if a House staffer could explain some
technical aspect of the bill, Gardner said he would
do it He understood the bill better than his staff
of economists and tax lawyers, he said.  Later,
they acknowledged that he was right.

For his efforts, Gardner has drawn praise from
Democrats, Republicans, the governor and lobby-
ists in nearly every industry. Even those who
didn’t get what they wanted from Gardner say he
has done an admirable job.

was marveling that he found himself in this posi-
tion.

“If someone had told me back when I was a freshman that
Td be sitting around talking about this today I would*ve called him a
bald-faced liar,” Gardner said.

The 48-year-old Titusville Democrat, by all accounts a
conservative and hater of taxes, initially told House Speaker Jon Mills
he wouldn’t serve as chairman of the powerful Finance and Tax Com-
mittee. Not this year, when virtually every sales tax exemption on the
books was scheduled to expire.

A state lawmaker since 1978, Gardner had never served on
that committee and had voted against a good number of tax increases.
An engineer and Marine Corps colonel, he has no tax policy back-
ground.

Gardner wasn’t even sure he liked the idea of eliminating
mast sales tax exemptions. But as it became clear that leaders of both
chambers and the governor, whom Gardner calls “the sun and the
stars and the moon”, wanted the tax increase, Gardner decided 1t was
mnevitable.

And he decided he would do it his way.

1 decided I could either step back and let somebody else
do i, or I could chair the committee and participate and try to get the
bill to the point where it’s acceptable to a large number of members
and it doesn’t hurt people back home,” Gardner said. “Nobody else
has taken the time that T have on this.”

That is the understatement of the 3-week-old 1987 legisla-
tive session. Before the sales tax bill finally passed last Thursday,
Gardner spent virtually every waking minute immersed in its 175
pages.

With the help of his staff, he wrote the versions of the tax
bill passed by both the House and the Senate. The Senate’s bill which
passed first, was an early draft of what Gardner modified almost daily
during the session’s first two weeks.

Gardner went to New York to

He has drawn criticism from many of his
constituents, as well as the newspapers in Brevard County. He’s
worried about his political future.

“It’s a very unpopular issue at home,” Gardner said.

Republicans, used to being more or less ignored in
the House, found a sympathetic ear when they talked to Gardner
about their concerns with the tax. Pressured by their newly elected
Republican governor to back the measure, the GOP members wani-
ed to make sure they could vote for the bill without betraying their
conservative constituents.

“He had the same conscience pangs that I did,” said
Rep. Tom Drage, R-Winter Park. “The governor’s been more
concerned with raising more money than with what the details of
the bill would be. But Bud has taken it upon himself to be respon-
sible about the legislation.”

Another Republican, Orlando Rep. Rich Crotty, said
Gardner gave the Republicans “going home” issues by agreeing to
exempt the commissions of real estate agents when they were sell-
ing property that qualifies for a homestead exemption and by re-
moving travel agents’ services from the tax bill.

Gardner is still tinkering with the tax bill, even though it
has been signed into law by Martinez. He’s deeply unhappy about
an agreement made in conference committee that allows services to
be taxed when they’re sold from one business to another. For ex-
ample, a lawyer who hires an expert witness for his client must pay
a sales tax on the expert’s services. The client will pay the sales tax
again when he gets the final bill from his lawyer.

Gardner believes that constitutes double taxation. He
managed to get the conferees to agree to exempt engineering and
architectural services from the business resales provision, though
those services will be taxed if they 're purchased as an individual.

Afier that agreement was reached, Gardner began
to have second thoughts. Because he owns a small engineering
firm, he said the appearance was created that
he passed an exemption that would benefit

meet with the networks and with advertising
agencies to try to find a way to tax advertis-
ing without pyramiding the tax and creating
double- and triple-taxation. He met endlessly
with construction industry executives for the
same purpose. He heard out the lawyers,
Realtors and railroad executives, all of whom
wanted someone to understand their indus-

seen.

He's gotten into the nitty
gritty on the bill more
than anybody ['ve ever

him personaily. Consequently, Gardner says
he’ll either persuade the Senate to exempt all
business resales from the tax or he will see
that engineering and architectural resales are
included.

There's been much speculation that Gard-

House staffer > time in the limelight has created tension

try’s particular problems.

When a prominent tax lawyer,
hired by the House to analyze the bill, gave a four-hour briefing to the
staff, Gardner was there. A non-lawyer, Gardner hardly said a word
But he stayed the whole time.

“He’s got an engineer’s kind of mind,” said one House
staffer who asked not to be identified. “He’s extremely methodical.
He’s gotten into the nitty gritty of the bill more than anybody I've
ever seen. He understands every little nuance of that bill.”

Noting Gardner’s lack of background in tax matters, the
staffer said that proved to be an asset: “It’s not the tax you have to
understand. You have to understand a little bit about how every busi-
ness in Florida works.”

Gardner

among the House leadership. Appropriations
Chairman Sam Bell, D-Ormond Beach, and
Gardner competed intensely for the job chair-
ing the budget committee, and Bell won. Since then as Gardner
crafted the tax passage, Bell has been uncharacteristically quiet.

Many thought he may be sulking about Gardner’s suc-
cess

Bell put most of such talk to rest Thursday with a rous-
ing, emotional speech on the House floor about his Central Florida
colleague.

“At times the person and the moment come together,”
Bell said of Gardner. “And there are times when greatness was
achieved because the right person was at the right place at the right
time.”
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Media suffer from ad tax boycott

‘It'll cost
us miilions’
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Business
Surviving the advertising exodus

Broadcasters,

publishers feel 4

the tax pinch
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CONVENTIONS

CANCELED CHECK-INS

Effect unknown as conventions puli out over services tax

By Joha Hall
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point owl that the state’s economic expansion is
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Gardner traces ‘terrifying’ tax that ran amuck

By Vincent Wilmore

TALLAHASSEE—A weary Rep. Winston “Bud”
Gardner took four months to say yes after House
Speaker Jon Mills asked him to head the Finance
and Tax Committee in July 1986.  But never did
the Titusville Democrat imagine traced how efforts
to tame a “terrifying,” but highly promising, sales
tax on services went awry.

It was the morning after the infamous April 23

pizza and beer gathering that sealed a final deal on
the services tax, and Gardner was furious.
As Finance and Tax chairman, he had labored
months to craft a fair bill, and now—just hours
before final votes in both houses of the
Legislature—he saw serious flaws in the end
product.

To fix them would cost millions of dollars—a
prospect, Gardner said Thursday, that was
unpalatable to legislative leaders and Gov. Bob
Martinez. They were more concerned with funding
the state budget than good tax policy, he said.

“| was really mad,” Gardner recalled. “I told the
Speaker that what we had agreed to was wrong
and that | couldn’t go along with it. | was very close
to resigning from the committee chairmanship.”

Only assurances form Lt. Gov. Bobby Brantley,
Mills and Senate President John Vogt that the
problems would be addressed by the end of the
session kept Gardner in the fold, he said.

But the biggest problem Gardner saw—multiple
taxation that occurs when businesses hire
professionals to complete a project—was never
corrected. On Aug. 19, Gardner filed a bill fixing
that and other glitches, hoping it would be
considered in a session on medical malpractice.

But Martinez three days later called a special
session on the tax, forever changing the landscape
and tenor of the debate.

The services tax debate has complicated
Gardner's life more than anyone else’s, keeping
him at the Capitol Gardner said he still believes
in the concept of a services tax. He argues the
services tax hits businesses more than average
people.

Martinez and legislative leaders toed that line in
April when they joined forces to pass the tax.
Then, on Aug. 22, the governor

that his primary project would turn into an unwieldy
beast blocking the exit to a political lair from which
lawmakers can’'t seem to escape. Thursday, one
day after a 3 1/2 week special session ended in
disarray, Gardner surprised lawmakers by calling
for the special session to set the referendum.
When lawmakers balked at that idea, the governor
Sept. 18 demanded repeal of the tax. Gardner
was offended by Martinez's actions because the
governor's office had an unprecedented role in
drafting the original tax bill, but didn't consult
lawmakers before calling the special session.

Martinez's aides attended House workshops,
Martinez advisor J.M. “Mac” Stipanovich and
reviewed amendments before they reached the
House floor and both Stipanovich and Brantley
attended the pizza and beer meeting at a lobbyist's
townhouse, Gardner said.

“| don’'t know of another issue that has been
developed since I've been here that had that much
participation from (the governor's office),” Gardner
said.

The governor's office played a key role in
blocking Gardner from fixing glitches in the bill
during the regular session, he said. Because of the
loss of revenue with each new exemption, Gardner
said he found himself in the position of trading off
solving one problem for keeping another in.

His hand depleted when it came time to deal with
the multiple taxation problem.

Gardner lost out on the $90 million change.

“(Martinez) said he could not afford that kind of
a revenue impact against this bill,” Gardner said.
“The comment was he didn't mind raising taxes this
time but he didn’t want to have to do it again.”

As a partner in a small engineering design firm,
Gardner said he has an acute understanding of the
economic impact of the multiple taxation.

A bill the governor vetoed on Tuesday corrected
some of those problems—problems Gardner said
Martinez helped create. The vetoed measure—
which Gardner said was the only compromise that
could clear both houses—would have given voters
a choice between a revised services tax and an
increase in the general sales tax.




