House Republican  SEQ CHAPTER \h \r 1Members:

As you probably have heard, Representative Romanoff introduced a plan last week to address the TABOR and Amendment 23 constitutional issues.  Subsequent to that release, the Governor yesterday encouraged the Legislature to get together and see if there can be a plan that would be agreeable to two-thirds of the four caucuses.  As you know, throughout the summer I have been sending you updates about various plans that have been discussed.  We also want you to know that there has not been a majority of House Republican Members who have supported any of the new plans since the ending of the session.  The most common comment that we have been receiving is that the plans are out of balance and do not equally affect both TABOR and Amendment 23.  We have been in agreement with that and have continued to explain our position to the working group.  However, that message has not been received and other plans continue to come forward.  

I was unable to attend the working group meeting on Tuesday, however, the Speaker and Representative White did.  The Romanoff plan was modified to represent the following.  

1. Eliminate the Spending cap of TABOR permanently.  (Keeping a 1.5 Billion surplus over the next 5 years.  The 6 % general Fund limit constitionalized by TABOR would remain, but the amount above that limit would be spent on capital development, highways and other expenditures passed by the Legislature.  All the refund mechanisms of the surplus would be eliminated.

2. Lower the income tax rate from 4.63% to 4.5%.  (Letting citizens keep $746 million over the next 5 years.)

3. Amendment 23 is untouched for 7 years and then would be completely repealed.  Amendment 23 would be suspended if revenue falls to below previous year.

4. The Business Personal Property Tax surplus refund mechanism might be made permanent.  It might be funded the amount retained above the general fund six percent limit and take effect in approximately three years.

It seems that after all of the attempts to find a viable solution to the fiscal problems we will be facing in the next few years, little if any progress has been made.  It might be better at this time to outline a few principles very clearly about what is necessary for a plan to be accepted by the House Republican Caucus.

1. We should not consider asking the citizens to keep more tax money for government spending than is necessary to satisfy the structural deficit.   The deficit is the amount we fall short of being able to adequately fund the growth in needs in education, medicare and human services, our corrections population and the judicial department.  That deficit is predicted to be $431 Million in five years.  That is the “crisis” we spoke of during Session and that must be our target.  The “Modified Romanoff Plan” is a small tax-rate cut leading to a huge increase in spending.  The plan will allow people of Colorado to keep $746 Million over the next 5 years in taxes due to the rate cut of 4.63% down to 4.5%.  But in exchange, the state government will be keeping 1.5 Billion that would have been returned in refunds over that same 5-year period.

2. Any plan to be seriously considered must equally deal with TABOR and Amendment 23.  Plans that I submitted from C-VOTE , C-SAVE and the Speaker’s plans, all required changes to the two amendments so they could work together.  The Romanoff modified plan repeals the TABOR spending limit, the heart of TABOR, and leaves Amendment 23 untouched for 7 years.  The small caveat that Amendment 23 would be temporarily suspended in times of economic downturn is insufficient to bring parity to the plan.  TABOR would have been fine if Amendment 23 had never passed.  To find a solution both must be modified.

3. A total repeal of the TABOR spending limit is unacceptable to the House Republican Caucus.  Some have reported that they have been severely criticized in their home districts for the votes they made during Session regarding TABOR, and would find it impossible to come back and make those votes again.  Anything more liberal in its modification of TABOR would not be acceptable.  Even the plans passed during session would have a very difficult time garnering similar support at this time.

4. Just a reminder.  Tabor did not create the deficit – HB 1414 and the downturn in the economy along with the mandated spending under Amendment 23 created the deficit.  We have corrected HB 1414 and the economy is recovering.  

Both the Speaker and I have offered plans since the end of the session that might find a degree of support in our caucus, but were quickly dismissed by the Democrat leadership.  Both eliminate the structural deficit.

The Speaker’s Plan: Increased TABOR limit by $150 and $110 Million in FY’s 05-06 and 06-07; cut Amend. 23 requirements by $75 Million and $50 Million in 05-06 & 06-07(not replaced on the long end); increase TABOR by $119.3 in FY 05-06 to make the Business Personal Property Tax refund permanent.

King’s Plan: Increase TABOR limit 05-06 by $300 Million, cut Amend. 23 by $45 M in 05-06 & $30M in 06-07.

We are not closing the door on future negotiations with all interested parties.  However, the current working group appears entrenched in the Romanoff plan, and even when others explain their serious concerns, they are brushed off. Yesterday one of our Democrat colleagues likened the working group meeting to trying to end an ugly blind date.  That is actually very descriptive of how I have felt for some time.  Let’s not pretend we are heading toward consensus when, in fact, we are moving apart in principle.  We do have a problem to solve, however, we do not have to gut TABOR to do so.  Any potential solution must be balanced between TABOR and Amendment 23.

I would like any feedback you have about our position.  We know the Democrat caucus has contacted many of you.  We ask that you call us before you make any commitments to avoid a difficult situation.    

Keith

