Comments

To the

President’s Advisory Panel on Federal Tax Reform

Gentleman,

I am an American Taxpayer, a retired military officer, and a resident of Colorado.  I offer my comments to your questions for your consideration.

Question 1:  Headaches, unnecessary complexity, and burdens that taxpayers - both individuals and businesses - face because of the existing system.

a. Trying to accurately determine how much taxes to withhold per paycheck to keep being penalized.  Why do taxpayers, who pay all of their taxes by April 15th, get penalized for not withholding enough?

b. All the forms that you must receive from all the companies, banks, investments, mortgages, etc. every year to file your taxes.  There is no way to determine if you have them all – you must assume that everyone sent one, but if you assume incorrectly, the IRS penalizes you.

c. The sheer size of the tax code.  It is not accessible to the average taxpayer, but we must comply with all provisions.  There is no simple guide for an average taxpayer to follow that ensures 100% accuracy of filing taxes.  

d. The IRS holds a taxpayer responsible for the IRS’s incorrect answers and guidance on tax questions.

e. Maintaining tax records to prove my taxes were done correctly.  Why must I retain 7 to 10 years of tax records?  Why must I prove I did it right?  Why shouldn’t it be the government’s responsibility to prove I did them wrong – in accordance with the American justice system? 

f. Why must I use my social security number for identification.  The IRS is breaking a federal law that prohibits the use of social security number for personal identification.  Given the problems with identity theft, this practice should be immediately stopped.  Issue a separate tax number for each taxpayer.

g. The time and extra expense I must incur to pay my taxes.  I spend over 4 weekends every year preparing my taxes.  I spend $75 to use a computer program to prepare my taxes.  Why?

h. That I need, or will need, a lawyer to protect my assets in my estate from the US government?  Why should the government be taxing me, after I am dead, on assets that have already had taxes paid on them 2-3 times.  Taxing the estates of individuals destroys more businesses (Subchapter S Corporations, etc.) than it does to help anyone.

Question 2:  Aspects of the tax system are unfair?

a. Overall regressive nature of the tax code.  It penalizes people for being moral, hard working, and successful.  Examples:  Demonstrating excellence in your job – get a pay increase/get promoted – your taxes increase.  Do nothing to improve yourself – no tax increase.  Take your salary in cash – pay no taxes at all.

b. The tax code penalizes you if save you money and invest in America – The tax code incentivizes you to spend all your money and never to save anything.  You are taxed 2- 3 times after you paycheck has already been taxed once.

· Taxed on Accrued Interest from savings accounts

· Taxed on Dividends from stocks

· Taxed on capital gains from investing

c. Not all Americans pay taxes;  many lower income people do not pay any taxes and in fact receive money back from the government (tax credits).  The tax code should not refund money to people who did not pay any taxes.  Many workers accept cash for their salary and pay no taxes, but take advantage of the government’s infrastructure paid for by taxes.  

d. Why am I restricted as to how much I can save for retirement?  The tax code should allow anyone to save any amount in a tax-deferred account.  Americans should not be penalized for savings for their retirement – they should be encouraged.  

e. The tax code should structured to stop penalizing Americans for savings and investing in this country (Stocks, Bonds, Mutual Funds, CDs, Savings Accounts, Checking Accounts, etc.).   

f. Eliminate all double and triple taxation for taxpayers.  Income taxed in the paycheck, then as interest, dividends, etc;  then as capital gains; and finally estate taxes.  It should be mandatory requirement that the tax code tax taxpayers only once – at the source of income.

g. Eliminate the income tax on social security.  That is double to quadruple taxation.  Consider eliminating this tax and reduce payments (50% of the federal income tax paid).  In that way, Social Security would pay out less, last longer as a viable government program and retirees would receive a net monthly pay increase.

h. Different tax rates for different marital statuses, home ownership, investment savy, etc.

Question 3:  Specific examples of how the tax code distorts important business or personal decisions.

a. Discourages savings by middle to lower-upper income Americans. Why save when I must pay from 25-33% percent of my savings increase to the Government.  With hold too little and I get socked with penalties in addition to the tax.

b. Allowing Americans to mortgage off the equity in their homes to payoff their creit card debt.  This does not promote spending restraints – it encourages very high levels of spending, since home equity is mostly “vapor,” not real cash.

c. Penalizing retired workers who want to work and contribute.  Why limit their salary potential when they are on social security?  Given the changing demographics, retirees must remain a viable part of the American workforce for growth to continue.

d. Why an Inheritance tax?  This onerous tax forces family businesses to be sold versus being left to the owner’s children or relatives;  forces the establishment of complex and costly Trust funds to avoid paying; or forces the early transfer of wealth.  Why can’t an American leave his wealth to his heirs – maybe this will reduce the growing disparity between the very wealthy (<<1% of Americans) and the middle to lower-upper income people in this country.  Maybe it will reduce the demand for social programs to assist middle income families

Questions 4:  Goals that the Panel should try to achieve as it evaluates the existing tax system and recommends options for reform. 
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