To: The Tax Reform Panel






February 23, 2005


I am writing to you to bring to your attention a group of seniors (in their 70’s and 80’s) who are being disadvantaged by the current Federal tax system. This group of seniors receives social security, a small pension, and supplements their income by taking on small jobs as an independent contractor (Schedule C-EZ). I have become aware of this issue during my time as a volunteer counselor for several years in the AARP Tax Preparation Assistance Program, whose mission is to assist senior citizens and other moderate-income people to do their taxes. 

Let me give you an example of the issue as I see it:

Single person A age 75

Social Security = $6,500/year

Pension = $5,000/year

Part-time employment for company (e.g., grocery store, Wal-Mart, etc) = $2,000/year (does this part-time work to supplement his income)

Senior citizen A has no income tax liability. He retains $1,847 of his $2,000 in part-time earnings.  He pays $153 for Social Security and Medicare (7.65%). His employer pays an equal amount.

Single person B age 75

Social Security = $6,500/year

Pension = $5,000/year

Independent contractor odd jobs = $2,000/year (does this part-time work to supplement his income)

Senior citizen B also has no income tax liability. He retains only $1,717 of his $2,000 in part-time earnings. He ends up paying Self Employment Tax = $283 (14.15% of his part-time work earnings). Most people in higher income levels get 50% credit against their income as an adjustment. But, this low-income senior, who is trying to make ends meet, is most adversely affected. He has no company to pay the other half of his Social Security and Medicare. We appear to have a number of seniors in this unfortunate position.

The purpose of my bringing this to you attention, is to request consideration for some type of an adjustment to the tax code, so that this group of people would only be required to pay 50% of the total self employment tax, which would have been the situation if they had been employed by a company rather than self employed. Perhaps, your staff could determine how many seniors and other low income people are in this situation, and what the cost would be to the United States, if this inequity could be changed. I recognize this will take Congressional action, and perhaps you can ask your team to further assess this issue.

I would close by stating that as a taxpayer, I would be willing to have my taxes increase slightly to keep this as a revenue neutral solution.

Sincerely,

Henry A. Mosler

8168 Collingwood Court

University Park, FL 34201

Email = hmosler@comcast.net; tel: 941-360-3666

