[Date]
The Honorable [Legislator’s Name]
[Title]
[State Legislature Address]
[City, State ZIP]
Re: Urgent Need for State Action on Federal Tax Conformity Following Enactment of the One Big Beautiful Bill Act (OBBBA)
Dear [Legislator’s Name]:
On behalf of the members of the National Conference of CPA Practitioners and the taxpayers and businesses we serve, we write to urge the Legislature to promptly address the critical issue of state tax conformity in light of the recent enactment of the federal One Big Beautiful Bill Act (OBBBA).
The OBBBA, signed into law on July 4, 2025, enacts sweeping and immediate changes to the Internal Revenue Code, including permanent extension and expansion of many provisions from the 2017 Tax Cuts and Jobs Act, new individual deductions, significant modifications to business deductions, and the retrospective and prospective treatment of research and development expenses. These changes will automatically flow through to state tax systems in states that conform to the federal code on a rolling or dynamic basis, and will require legislative action in states that use static conformity. The fiscal and policy implications for our state are substantial and demand timely legislative attention.
Why Prompt Action Is Essential
· Lessons from Past Federal Tax Changes: Experience with the Tax Cuts and Jobs Act and pandemic-era federal tax legislation demonstrates that states that failed to act quickly on conformity faced significant challenges, including unanticipated revenue impacts and compliance difficulties. States that proactively addressed conformity were better able to protect their tax base and provide clarity to taxpayers.
· Revenue Volatility and Budget Uncertainty: The OBBBA includes both tax cuts and base-broadening measures that will affect state revenues in unpredictable ways. For example, new above-the-line deductions (such as for overtime pay, tips and certain car loan interest), and expanded business expensing will reduce the state tax base if incorporated. Without prompt legislative action, our state could experience unintended revenue losses or gains, complicating budget planning and potentially forcing mid-year adjustments to spending or tax policy.
· Administrative Complexity and Compliance Burdens: If the state does not clarify its position on conformity, taxpayers and practitioners will face significant uncertainty and complexity in preparing returns. Partial or delayed conformity, or failure to address decoupling, can result in confusion, increased risk of errors, and additional administrative burdens for both taxpayers and the state the tax department.
· Policy Mismatch and Local Priorities: Many provisions in the OBBBA reflect federal policy objectives that may not align with state fiscal capacity or policy goals. For example, the federal government can deficit spend to fund tax cuts or stimulus, but states are generally required to balance their budgets. Automatic conformity to federal changes may undermine state policy autonomy and fiscal responsibility.
Recommended Legislative Actions
1. Promptly Review and Decide on Conformity: The Legislature should immediately review the OBBBA’s provisions and determine whether to conform, decouple, or selectively conform to each major change. This review should consider the fiscal impact, administrative feasibility, and alignment with state policy objectives.
2. Provide Clear Guidance to Taxpayers and Practitioners: Any legislative action should be accompanied by timely and clear guidance from the Tax Department, so that taxpayers and practitioners understand how to comply with state law for the current and upcoming tax years.
3. Engage Stakeholders: We encourage the Legislature to consult with tax professionals, business groups, and other stakeholders to ensure that conformity decisions are well-informed and reflect the needs of the state’s taxpayers and economy.
Conclusion
The OBBBA’s enactment presents both risks and opportunities for our state’s tax system. Prompt and deliberate action by the Legislature is essential to protect the state’s fiscal health, provide certainty to taxpayers, and ensure that state tax policy reflects local priorities. We stand ready to assist in analyzing the impacts of federal changes and in developing conformity legislation that best serves our state.
Thank you for your attention to this urgent matter.
Sincerely,
[Your Name]
[Title/Position]
National Conference of CPA Practitioners
[Contact Information]
