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Welcome and good afternoon.  At today's meeting, which is our seventh, we will continue to explore some of the challenges presented by our current system as well as the difficult issues that we may face as we consider reform proposals in the coming months.


This also is our first meeting after April 15, our nation's tax filing deadline – and so it is an excellent opportunity to think about the need for tax reform.  As people across the country completed their taxes and calculated how much they owed, I am sure that many also thought about how the process could be made easier, and ways that our tax system could be improved.


That is the whole purpose of this Panel – and we want to make sure that we have the benefit of all the good ideas that are out there.  Therefore, we have asked that anyone who has developed proposals to reform our tax code - including ideas to improve particular areas of the system – share their insights with us.  We have a website – www.taxreformpanel.gov – which we use to inform the public about our activities and to seek comments.  On this site, we have listed this specific request, and we have provided a suggested framework to help evaluate the proposals.  We are asking that anyone who submits a proposal address how it makes the tax code simpler, fairer, and promotes economic growth, as well as any information on how it might impact revenues.  To give us enough time to understand and evaluate the proposals, plans, and ideas, we ask that they be submitted by April 29.  The end of April is fast approaching, and so it is very important that we receive these comments soon.


In May, we will be holding a series of meetings to discuss specific options for tax reform.  We will be announcing those dates shortly.  Since the Panel was formed in January, we have heard more than 50 witnesses describe a litany of problems with the existing tax code.  We have learned about the wretched condition of our tax system, and we have been told that the system must be reformed.


Last week, the Panel shared our preliminary thoughts about the state of our current system.  In our statement, which is available on the Panel website, we also summarized six themes that emerged from our examination of the existing system.  We believe that these six themes help to define the shortcomings in our current code, and that they will guide our efforts as we consider options for reform.  I would like to acknowledge the outstanding work of Elizabeth Garrett, Ed Lazear, and Charles Rossotti, who comprised the working group that took the lead in crafting the statement.


As we move forward, we will be forming additional working groups.  These groups will be charged with exploring particular aspects of reform and addressing specific issues.  This structure will allow us to better focus our efforts and to effectively draw upon the diverse talents of the Panel members.


Now a little about what we intend to cover today.  Today's meeting is designed to provide us a better understanding of business investment as well as state and local tax systems.  First, we will examine how our tax system affects decisions by American businesses to invest in technological innovation and to acquire new tools and equipment. Drew Lyon, from PricewaterhouseCoopers and formerly a Deputy Assistant Secretary for Tax Analysis with the Department of Treasury, will provide an overview of the current rules for cost recovery and depreciation.  Kevin Hassett, from AEI, will explain how these rules impact investment decisions by businesses and how reform might lead to greater productivity and economic growth.


Our second topic will focus on how state and local tax systems work, how they interact with the Federal tax system, and how the experience of the states can be useful in thinking about Federal tax reform.  Bruce Johnson, with the Utah State Tax Commission, will provide an overview of income taxes and sales and use taxes imposed by the states. Harley Duncan, who is Executive Director of the Federation of Tax Administrators, will explain how a number of well-known proposals to reform the Federal income tax system – including the national retail sales tax, the VAT and the flat tax – would impact state and local tax systems.  Tim Firestine, the Director of the Montgomery County Department of Finance, will discuss the impact on local governments of the deductibility of state and local taxes and the exclusion of municipal bond interest from income.  Finally, Robert Schwab of the University of Maryland, will provide an economist's view of the intersection of the federal tax system and state and local taxes.


As we have learned through our meetings and the comments we have received, the problems in the code will not be solved with a quick fix or a magic bullet.  It will take a lot of hard work and imagination to develop workable options that will provide a better tax system that minimizes the burdens of complexity and compliance, promotes economic prosperity and growth, and is fairer.  We look forward to continuing to receive ideas and input from across the country and to completing this important and difficult task. 
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