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January 14, 2005
The Honorable Connie Mack, Chairman
Advisory Panel on Tax Reform
The White House

1600 Pennsylvania Avenue, NW

Washington D.C. 20502

The Honorable John Breaux, Vice Chairman

Advisory Panel on Tax Reform

The White House

1600 Pennsylvania Avenue, NW

Washington D.C. 20502

Dear Senators Mack and Breaux:

We are writing to congratulate you on your appointments as Chairman and Vice Chairman respectively, of the President’s Advisory Panel on Federal Tax Reform.  The task before you is exciting and challenging and as state policymakers we look forward to the opportunity to work with you to ensure that tax reform benefits not only the national economy but our states’ economies as well. 
State and local governments are partners with the federal government in the delivery of vital services to the nation's citizens. Consequently, state and local governments have as much at stake in the method of financing the public budget as does the federal government and should not be characterized as another constituency calling for special treatment under the federal tax code when changes in federal tax policy are considered. 
NCSL believes that federal tax reforms should encourage work, savings, equity and simplicity. However, reforms should not encroach on the ability of state and local governments to adopt fair and effective tax systems to fund existing and future commitments made to our shared constituencies. In order to preserve the fiscal viability and sovereignty of state governments, we urge you to: 

· Consider the impact, both positive and negative, of changes in federal tax policy on the traditional revenue bases of state and local governments. 
· Recognize that the federal and state tax systems are inextricably linked and that any federal reform will have serious fiscal and administrative ramifications on the states. 

· Encourage tax reforms that would strengthen the states' capacities to finance and administer program responsibilities they have traditionally been responsible for or have gained with devolution.
· Avoid actions that would limit state options, such as preempting the ability to tax certain revenue sources. 
· Provide adequate transition time—possibly 3 to 5 years— for states to adapt to any changes in the federal tax code.
· Apply any federal tax change prospectively.  States have balanced budget requirements and cannot afford to lose revenue through a retroactive application of any tax change.
· Consider the impact of any tax changes on state and local bonds.
The President’s Executive Order in Section 4(e) states that the Advisory Panel may gain advice from state governments and other sources.  NCSL is willing and prepared to serve as a resource for identifying and analyzing state tax changes enacted or under consideration as possible examples of modernization and simplification for your consideration. Also, we offer our expertise gained in establishing and enacting uniform systems for the collection of state and local sales taxes as an instructive example of progress required to “reform” tax systems.  When the Advisory Panel takes public testimony, we believe you would be well-served to assemble a panel of state legislators to discuss the interactions between federal and state revenue systems.
NCSL urges you to consider these principles as you develop your recommendations to the President and would welcome the opportunity to discuss them in further detail with you. For additional assistance and information, please have your staff contact Molly Stauffer (202-624-3584; molly.stauffer@ncsl.org) in NCSL’s Washington, D.C. office.

Respectfully,
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Delegate John Hurson




Senator Steve Rauschenberger

Maryland House of Delegates



Illinois Senate

President, NCSL




President Elect, NCSL







	Denver

7700 East First Place

Denver, Colorado 80230
Phone 303.364.7700  Fax 303.364.7800
	Washington

444 North Capitol Street, N.W. Suite 515

Washington, D.C. 20001

Phone 202.624.5400  Fax 202.737.1069
	Website  www.ncsl.org



