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Unfairness & Adverse Byproducts Of Current Tax Code

Example #1:

Granted, many people wish they had this problem, but it is a problem nonetheless.  I am specifically referring to the fact that the 

current tax discourages early retirees from working.

My marginal tax rate in retirement is 28%.  Pennsylvania's combined state and local borough income tax is about 4.5%.  Then, 

there is the  the F.I.C.A. payroll tax of 7.65%.  Next, Pennsylvania has a 6% sales tax on most purchases with the take-home pay.  

Plus, there is the cost of getting to and from work.  

Add it all up, and what I'll call the true marginal tax rate from re-contributing to society is coming very close to 50%.  Thus, one's 

"keep rate" or "take-home" pay rate is also 50%.  If one might earn let's say $7.00 per hour on a gross pay for some part-time

work, their effective pay rate is half this, or $3.50 per hour.  No thank you!  Might as well stay home, and save yourself the 

headache.  Thus, a too high marginal tax rate in retirement discourages people from working---just when we're going to need

 more people working as too many Boomers will soon be retiring.

Example #2:

Again, some people wish they had this problem, but it is a problem nonetheless.  

Again, marginal tax rate in retirement is 28%.  I am consulting and effectively contributing all of my net proceeds to charity.  

However, if one's adjusted gross income (from the bottom of the first page on the long form 1040) exceeds this year's threshold 

of close to I think it's about $145,000 per year, this is when the IRS begins to limit one's itemized deductions.  Thus, even if I give 

all of my net proceeds from consulting to charity, effectively, I have to pay even more tax because the government increasingly 

denies one's charitable deductions (because we're probably "too rich"---ha!).  Thus, one can work, give it all away, and they owe 

even more tax because they aren't allowed the full deduction to charity.  Go figure!  There should be no upper limit on AGI 

regarding charitable deductions should be penalized!

