Draft TEC recommendations for reducing existing TEs and limiting new TEs (Outline #1and 6)
· In the interest of simplicity and equity, the Legislature and the Governor should work together to reduce the number of existing TEs and the total amount of forgone revenue from the TEB, to the extent appropriate to ensure that TEs are limited to those that are highly effective at achieving the identified public policy purpose.

· In assessing opportunities to reduce TEs consistent with these recommendations, the Legislature and the Governor should consider the following areas:

· TEs shown by CPAT analysis to be ineffective at achieving their purposes;

· Opportunities to simplify and more effectively target TEs to achieve certain purposes (such as economic competitiveness or fairness)

· Exploring areas in which Massachusetts is an outlier among the states

· Reduction in size of the TEB provides the opportunity to reduce tax rates paid by everyone – but the TEC is expressly not making recommendations on the extent to which revenue resulting from elimination of TEs should be used to reduce rates, as opposed to spending for new or existing purposes.This discussion is outside of scope of the TEC and is a policy decision for the Legislature and the Governor to determine.

· Before approving any new TE, the Legislature and the Governor should include in the formal legislative proposal:

· the new TE’s clearly specified public policy purpose and desired outcome; 

· a finding that the TE is expected to behighly effective at achieving the identified public policy purpose;

· an overall annual dollar cap on forgone revenue from the new tax expenditure, for grant-like TEs and other TEs that may be appropriate;

· for grant-like TEs, criteria for discretionary awards within the cap by the administering agency; 

· as appropriate (see part X above), a provision requiring that the TE sunset or be  reviewed periodically;

· as appropriate (see part X above), provisionsfor specific enforcement mechanisms, including:

· clear written conditions and commitments

· if conditions are not met, thresholds for further review and enforcement, including the possibility of “clawbacks” where appropriate.

· State officials should explore opportunities to work with other states (and appropriate associations of state officials) on implementing best practices both for reviewing TEs and in deciding which TEs are appropriate.

