Response to Request for Comments

By

The Federal Tax Reform Panel

On

February 16, 2005

Business Submission to the Federal Tax Reform Panel

March 3, 2005

By

Suncoast RV Resort

Fred F. Fleming

9029 US Highway 19

Port Richey, FL 34668

(727) 842-9324

fffnm@AOL.com

March 3, 2005

The President’s Panel on Tax Reform

1440 New York Avenue NW  Ste 2100

Washington  DC  20220

To the panel:

In response to your request for businesses to detail how the present tax codes are affecting business decision, I present the following:

My business is the classic Mom and Pop operation.  My wife and I are both in our 60s and we are assisted by our son and daughter-in-law who are in their 40s. We are in the hospitality sector providing sites, electricity, water and sewer for campers and owners of recreational vehicles (RV).  My wife (Mom) takes care of the registration, reservations and checking in of the guest, collecting money and fees.  My son takes care of the parking of guests and basic maintenance of the property.  My daughter-in-law does most of the cleaning of restrooms, swimming pool and common areas.  Meanwhile I (Pop) spend about 65% of my time doing the books, record keeping and tracking expenditures solely for tax calculations rather than concentrating on improving and operating the business.  If I could spend time growing the business, I would be required to hire additional personnel to run it, thereby boosting the local economy.  However, business growth is stifled by the IRS requiring me to spend a lot of time and effort tracking minutia.

As you will see as you read below, I oftentimes feel as a feudal serf must have felt, living in medieval Europe, working for the large landowner (government).  Being in the hospitality industry, much like a hotel, we must be open 365 days a year and I ‘toil’ 12 to 16 hours a day, 7 days a week with no holidays, vacation or weekends off.  While the landowner (government) gets weekends off, paid holidays, a paid vacation and works 8 hours a day or gets overtime pay.  The last time I was away from the property was in May of 2002.  However, no matter how long or hard I work, the landowner (government) wants me to do even more for them in the way of record keeping, expenditure and income tracking and tax payment.  According to the IRS, if I spent my time and money gambling, I could annually deduct my winnings up to the amount of my losses.  However, as a small business, I have to spend large sums of money and then take the ‘write off’ over 3, 5, 7, 15 or 37 years, depending on the item purchased or upgraded.  By having me write these items down over a period of years, the calculations mistakenly show me making a profit on which I must pay tax.  When, in reality, I have to totally expend those funds up front from my yearly profits.  This causes me to examine purchases from a tax standpoint, rather than from a profit, economic growth or operational standpoint. 

I purchased this business to provide a living for my family.  However, if I die, the property does not merely move to my son who has spent a large amount of time and effort working to make the business successful.  Instead, (death) taxes must be paid and if the money is not available, or a lender will not provide the funds, then the landowner (government) will seize the property for back taxes then rent it out (sell) to another serf.  

Since I cannot transfer the business to my family without a tax penalty, I have the business listed for sale.  Unfortunately, with the IRS imposed capital gains tax, I must place the asking price far above the actual value of the property to be able to pay the taxes upon affecting the sale.  Had I been able to list the property for its actual value, it would have sold almost immediately.  However because of the inflated price to cover the tax penalties of trying to make a small profit, it has been on the market for over a year.  Again, I feel like the feudal serf and am unable to get out from under the yoke placed on my neck by the IRS.

I just finished my S-corporation taxes for the year 2004.  The instructions for filing are written on 70, three-column pages.  One form that is ½ page has 2-1/2 pages of instructions.  The IRS form for calculating the FICA and Medicare deductions according to the extra sheet of paper, illogically called the “paper reduction act”, states that it requires 40 hours to gather the information to fill out the one form.  This is a full week for a government employee.  Yes, I could pay a CPA to do this, but at the going rate of $100/hr, it would cost $4,000 to fill out the one form, not including the rest of the filed return.  

I am able to do my Florida State Sales Tax (consumption tax) returns by concentrating on them for 3 minutes per day and less than 10 minutes per month completing the form.  I am also reimbursed by the state each month up to a maximum of $30 to collect the taxes.

During the last presidential campaign, the media was incessantly stressing that companies were taking jobs offshore.  If my business could be operated as an offshore entity, I would not hesitate to move it off shore.  Not to be able to hire cheap labor, as the media claims, but simply to avoid the convoluted, complex, oppressive tax burden placed on the small mom and pop business by the IRS.

I want to thank you for the opportunity to explain some of the effects of the IRS on small business. I, especially, want to thank you for your efforts and your time away from your regular endeavors to be a part of the President’s panel on Federal Tax Reform in which your decisions and recommendations will have a lasting effect on history, the future of the United States and it’s citizens.

Sincerely yours,

Fred F. Fleming

Suncoast RV Resort

Fred F. Fleming
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