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Three percent withholding tax

As you’ve probably heard by now, there is a battle
between small business groups whose members are
government contractors and Congress regarding a
three percent withholding tax that was part of a tax
reconciliation bill signed into law by President Bush
last year. Section 511 of the Tax Increase Prevention
and Reconciliation Act of 2005 (P.L. 109-222) calls for
tederal, state and local governments with expenditures
of $100 million or more to withhold three percent of
payments for goods and services from all product and
service contracts and sales. The withholding tax will
also affect Medicare payments, farm aid and certain
grants. The withholding tax is due to take effect in
2011, although several Members of Congress are
pushing for an earlier starting date.

The money withheld will be attributed to the company’s
overall tax liability. For example, if a company had $100
withheld and owes a total of $120 in taxes, then they
would owe the government $20 dollars. If a company
had $100 withheld and owes a total of only $90 in taxes,
then the company would get a refund of $10.

Supporters of Section 511 argue that imposing
withholdings on non-wage payments made by federal,
state and local governments would improve taxpayer
compliance, reduce the tax gap, and promote fairness
in the tax system. Opponents of the withholding tax
argue that there are many harmful consequences to
businesses, particularly small businesses, if Section
511 is not repealed. The three percent withholding
significantly affects cash flow and can have a devastating
affect on the bottom line. Here is an example of how
devastating this withholding tax can be.

Let’s say that a business has a government contract
valued at $100. Three percent withheld would equal
$3. Now, out of the $100, let’s say the business spends
70% or $70 on expenses associated with carrying out
the contract. That leaves 30 percent or $30. Out of the
$30, ten percent (or $3) is the business’ profit (after
taxes), which is the amount of the withholding tax. In
this case, 100 percent of the profit would be withheld.

This year, many Members of Congress who support
Section 511 want to use the provision as a revenue-
raising source and as an offset for the reauthorization
of the Secure Rural Schools and Community Self-
Determination Act of 2000.

The American Congress on Surveying and Mapping
(ACSM) and other business groups are working to
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urge Congress to find another way to offset the Act.
Additionally, we are concerned that even if we succeed
in getting Congress to find another source for the
rural schools, Congress will use the withholding tax to
fund some other need.

A coalition of business groups called the Government
Withholding Relief Coalition was developed to work
to repeal Section 511. During the past few months,
members of the coalition met with a number of
Members of Congress to educate them on the burden
Section 511 places on small business. On February 13,
2007, Congressmen Kendrick Meek (D-FL) and Wally
Herger (R-CA) introduced H. R. 1023, the Withholding
Tax Relief Act of 2007 which would repeal Section 511.
Check out the monthly GovernmentJGAC, from p. 55
Affairs Updates for more on this issue.

FY 08 Budget cuts affecting surveyors

The President’s FY08 Budget came out in February
and it included funding cuts to several federal
programs important to surveyors. The Bureau of Land
Management, USGS Geography Program, FEMA
Flood Map Modernization Program, and Federal
Railroad Administration Nationwide Differential GPS
were among those most affected.

* Bureau of Land Management (BLM). The
President’s budget reduces funding for the BLM
Alaska Conveyance program by $1.8 million and
the Cadastral Survey program by $3.2 million. The
budget narrative explains that the Cadastral Survey
decrease reflects a reduction of BLM survey work.
The program will continue to focus efforts on pro-
viding core functions and oversight of approving
surveys, addressing public inquiries, boundary con-
sultation, guidance and oversight, and Geographic
Coordinate Database management.

* USGS Geography Program. The President’s FY 2008
budget request represents a net decrease of $1.7 mil-
lion below the 2007 level for the USGS Geography
Program. In 2007, funding for the Geographic
Research, Investigations, and Remote Sensing
Cooperative  Topographic Mapping Program
was moved to the National Geospatial Program.
That program received an increase of $1.6 mil-
lion over the 2007 amount. For the second year
in a row there was no request for funding for the
Cooperative Topographic Mapping Program. The
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L week, someone bold stole
a my Grandma’s rock. Two
hundred pounds of finest Minnesota
granite, all streaked and handsome and
set in concrete, stood sentry over her
front yard for more than a decade.
But no longer. Boot tracks, scuff marks,
and broken concrete were all that
remained after the theft. The police
officer concluded that little could be
done, admitting that it was his first case
of “rock robbery”

In East Texas, rock is worth a lot—
perhaps because it's so scarce. My
family had crushed rock hauled in for a
driveway all the way from Oklahomal
And Grandma's prized rock travelled
quite a bit too before it came to mark
the corner of her property. It's brazen
theft set me to thinking about the
physical world in general.

Rocks dot the Earth which we
inhabit, and over the centuries, they
deteriorate into particles which fortify
our soils with valuable minerals. Sur-
veyors use rocks to mark boundaries,
and landscape professionals use them
to create miniature nature in our gar-
dens. In an esoteric world, rocks are
symbols of stability.

These last “rocks” we don't think
about enough. We give so much
attention to our cars, jobs, and the
latest and greatest stores in our neigh-
borhoods (despite our already choked
roads), that the true rocks of life—true
nature of things, freedom, learning,
and friendships—become somehow
peripheral.

We tend to mark our property cor-
ners with rocks to delineate a bound-
ary. Our rock robber probably did not
realize he was removing a property
marker; all the more reason why he
should aquaint himself with Deuteron-
omy 27:17—"Cursed is the man who
moves his neighbor’s boundary stone.”

In biblical times, such stones (and
curses) safeguarded communities from
arguments over boundaries and borders.
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But, we don't believe in curses, do we?
Instead, | am haunted by a simple ques-
tion.

Why would anybody want to steal
a rock? Perhaps to display it in one's
own (not too nearby) yard—after all,
it’s the “real thing.” Not like the fake
rock used to create the look of a real
stone siding. Not like the fake wood
paneling we put on car doors, or the
plastic flowers on window sills, or
spring water served up in bottles of
plastic., or the extra pink salmon that
never lived.

The physical world has retreated
from our lives. We live so far from
the wood and the stone and the flow-
ers and the water that are part of that
world, surrendering them in the name
of technology.

We invented machines to do our
work and make our lives easier but,
eventuall, we became so disen-
chanted that we had to create more
machines to give work back to ourselves.
And with every technical boundary that
we scale, another one arises, leaving us
more and more disenfranchised from
the natural way of things.

But, where does Grandma's rock
come in all this? People are so driven
nowadays that they lose sight of those
ingredients of life that set them free
because they are true. And so, while
regrettable | think the theft of Grand-
ma's rock symbolizes a bigger loss—an
act of desperation over the unreality of
our world, a grab for something solid
by someone caught in the quick-sands
of modernity.

[Joseph Stuart writes from Flint, Texas;

THANK YOU!

ACSM/NSPS would like the thank the
following people for their generous
donations for the 2007 PAC Auction
held in St. Louis, Missouri.

Craig Amey, Tamara Amey, Norm
Caldwell, Harold S. Charlier, Robert
Church, Ernie Cantu, Chickie and
Joe Dolan, John Fenn, John Freemyer,
Larry Hoffman, John Hosfield, Lisa
Isom, Jeff Jones, Tim Kent, John Kohl,
Wendy Lathrop, Frank Ledford, Rita
Lumos, John Matonich, NDSPLS, Ed
Otto, Scott Perkins, George and Fran-
cine Strother, Roger Woodfill

Land Remote Sensing Program
saw a decrease of $323,000
from the 2007 request and the
Geographic Analysis/Monitoring
Program saw a decrease of $1.3
million from the 2007 request.

* FEMA Flood Map Modernization
Program. The President’s FY08
budget request of $195 million
for the Flood Map Modernization
Programisa decrease of $8 million
from the 2007 level. There have
been many complaints from flood
map modernization stakeholders
that FEMA was doing a poor job
with this program. In particular,
many users have complained that
the maps being produced under
the program were inaccurate and
were often just a digitized version
of old, outdated map. A decrease
in funding certainly will not help
fix the problem and may, in fact,
exasperate the problem.

* Federal Railroad Administration
Nationwide Differential GPS.
NDGPS provides precise posi-
tioning information and integrity
monitoring of the GPS constella-
tion for all transportation modes.
The President made no funding
request for this program in the
FY08budget. The funding thatwas
to go to this program will be moved
to the Research and Innovative
Technology Administration.

ACSM is working to get funding
to these programs restored.
[Laurence@theclagroup.com.|
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