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Executive Summary

A.
Background - Since 1984 and for the past 20 years, Bill Helming has worked diligently to craft the “BEST” Tax Plan (NCT Plan) with the help of many other people throughout the United States. Bill Helming has chosen to remain as a private citizen in moving forward this plan and proposal on an independent basis over the years. This plan is not a Republican or a Democratic plan or idea. It is an excellent plan and proposal for the benefit of all Americans and our total U.S. economy.

B.
Major Benefits and Summary of the Two Tiered “BEST” Plan: 
1. Results in significantly stronger U.S. economic growth and new job creation, increased productivity gains, much higher take-home pay, and an improved standard of living for American workers and families and it results in significantly more high paying manufacturing jobs, plus it results in at least 8% to 10% lower costs for goods and services, compared to the present federal government tax system.
2. Results in 15% to 25% lower long-term interest rates. 

3. It is a simple, fair and politically viable tax plan for all tax payers.

4. It makes a major provision for not taxing the low income and poor via the national consumer (sales) tax (Tier Two), through the use of a money rebate system (government checks), plus giving these same people and families the opportunity to have a better education, to save money, to own and have a home and other financial assets and to be able to better achieve the “American Dream” (see Exhibit 6). For example, lower income and poor individuals and families would effectively not pay, on a net basis, the 9.0% sales tax levied on consumer purchased goods and services (Tier Two). For a family of four that had an annual income of $23,600, the total amount of the government rebate would be $2,124 ($23,600 x the 9.0% Tier Two sales tax equals $2,124 or $1,062 twice a year). In reality, the majority of these government rebates would be spent by the poor and low income individuals and families on (1) food, (2) housing and (3) medical expenses (the necessities of life). For those individuals qualified to receive the federal government sales tax rebate, such rebates could be handled administratively by (1) increasing the amount of their monthly Social Security checks or (2) decreasing the Social Security FICA payroll tax withholding on a monthly basis.
5. A single, low and uniform tax rate for Tier One (businesses) and Tier Two (consumers) for all tax payers of only 9.0%. The taxes paid will be transparent and very visual showing consumers the real cost of running the federal government on a daily and weekly basis.

6. Will result in significantly increased saving, entrepreneurship and investment, plus a much improved competitive global trade position for the U.S. economy by exempting all exports of goods and services from taxes, while taxing all imports of goods and services (broader adjustability) at the uniform 9.0% tax rate.

7. Results in a broad-based business (Tier One) and consumer (Tier Two) tax system that draws tax revenue from the entire U.S. economy.
8. The 9.0% Tier One and the 9.0% Tier Two tax rates factor in the Congressional Joint Tax Committee (JCT) adjustment factor of 10% for non or under reporting of taxable income to achieve revenue neutrality. The final “BEST” Tax Plan rates for Tier One and Tier Two will likely be less than 9.0% in order to achieve revenue neutrality based on the NIPA tax base numbers for the four years of 2001-2004.

9. Results in the complete elimination of the IRS for all wage earners, while greatly reducing compliance costs for all business. Wage earners shall never again have to file a tax return, report income or be subject to an IRS audit under the “BEST” Plan. Businesses will collect all the federal government taxes. Businesses will continue to file tax returns and be subject to IRS audits, but the process will be much simpler than it is now under the present federal tax code.

10. Will result in a much broader, better and more dependable funding mechanism for Medicare and Medicaid. This “BEST” Plan will result in putting Medicare on a longer-term and much broader and sounder financial footing relative to funding the costs of Medicare, compared to the present system.
11. The Federal Excise Tax system and the Social Security Tax system shall remain in place and are not replaced under the “BEST” Plan.

12. The “BEST” Plan replaces all federal personal and business income taxes, the Medicare and Medicaid taxes, including replacing the death and capital gains tax systems and it replaces the taxation of interest income and dividends. About 55% of the total federal government taxes collected will be paid directly by businesses (Tier One) in the form of the 9.0% Business Transfer Tax (BTT) and about 45% of the total federal government taxes collected will be paid directly by consumers in the form of the 9.0% sales tax on all consumer purchases (Tier Two) to achieve revenue neutrality.

13. The factors of production (labor and capital) are taxed once. Under the present tax code, the factors of production are taxed multiple times. The marginal tax rate on labor under the “BEST” Plan is at least 10% to 12% lower than under the present Federal Tax Code, while generating the same total amount of federal government tax revenues. This will happen because under the “BEST” Plan, (1) the tax base is much broader, (2) the tax rate is uniform and (3) capital is taxed only once (the return to capital).

14. Businesses are allowed to deduct (as an expense) all charitable donations and giving. All charitable donations by families and consumers are also not taxed under the “BEST” Plan.

15. All stock and bond purchases and sales are not subject to a tax under the “BEST” Plan. Businesses will expense 100% of all purchases the year purchased on a cash basis of accounting. There is no depreciation for businesses from a tax standpoint, since all purchases are expensed the year purchased, including contract labor expenses. For businesses, interest expenses are not deductible, but interest income is not part of sales or profits in calculating the Tier One tax liability.
16. The marriage penalty would be eliminated under the “BEST” Plan.

17. Savings and debt retirement by consumers and families will be tax exempt under the “BEST” Plan. Therefore, consumers will have a major incentive to save more money and to reduce debt since this can be done with before tax income dollars under the “BEST” Plan.
18. Education expenses would be treated as human capital investment and not taxed by the sales tax.

19. Government enterprises would be subject to the business tax and the sales of government enterprises to consumers would be subject to the sales tax. Government consumption would be taxed by the sales tax.

20. Financial intermediation services provided to consumers would be taxed by the sales tax and all financial intermediation would be taxed by the business tax.

21. Sales to consumers made by not-for-profit organizations would be subject to the sales tax. Not-for-profit organizations would generally be tax exempt, although the business income of not-for-profit organizations (the aggregate labor costs) would be subject to the business tax.

With the ongoing help of Dr. Gary Robbins of Fiscal Associates, Inc., starting in about 1998, located in Arlington, Virginia, we have updated the “BEST” tax base numbers for Tier One (the Business Transfer Tax) and Tier Two (the Consumer Sales Tax), plus we have updated the revenue neutral inclusive tax rates for the years 2001-2004. These updated NIPA numbers for 2001-2004 reflect the reduced federal government tax rates that Congress approved starting in 2001-2002.

Upon request, we have all the “BEST” tax base numbers readily available for 2001-2004 for your review and use. These NIPA numbers include the following tables:

1. The Business Transfer Tax base numbers in billions of dollars.

2. The National Consumer Sales Tax base numbers in billions of dollars.

3. All federal taxes collected in billions of dollars.

4. The adjusted consumption base numbers in billions of dollars.

5. The taxable base in billions of dollars.

6. The tax base shares in percentages.

7. The Revenue Neutral tax rates in percent for replacing all federal personal and business income taxes, including Medicare and Medicaid taxes, the death tax, the capital gains tax, the tax on interest income and dividends, less all Excise taxes and the Social Security taxes.

We encourage and recommend that you review carefully Exhibits 1, 2, 3, 4, 5, 6 and 7, which are attached. For those who have questions or comments, call Bill Helming at (913) 768-6540.
Exhibit 1

The Recommended “BEST” Revenue Neutral Tax Inclusive Rates to be used by the Congressional Sponsors of the “BEST” Plan Moving Forward*

	Key Tax Replacement Categories
	Tier One JCT Tax Rate 
	Tier Two JCT Tax Rate
	The JCT Combined NCT Tax Rate

	All federal government personal and business income taxes, including Medicare and Medicaid taxes, the death, capital gains, interest income and dividend taxes*
	9.0%
	9.0%
	18.0%


*All of the above tax rates are adjusted by 10% relative to non or under reporting of taxable income. This is the typical tax rate adjustment factor used by the Congressional Joint Committee on Taxation. The federal Excise and Social Security taxes are not replaced.

Exhibit 2

The “BEST” Two-tiered Tax Plan 

The “BEST” Plan is a Revenue-neutral Two-tiered Federal Tax System Designed to Replace All Present Personal and Business Income Taxes, Including Medicare and Medicaid Taxes, While the Social Security Tax and Excise Tax Systems Remain in Place
Tier One

A 9.0% Business Transfer Tax Rate (BTT)

A Low and Uniform Border-adjustable Federal Business Transfer Tax on What a Business Adds to Output, i.e., Internal Aggregate Labor Costs and Profits

Tier Two

A 9.0% Consumer Sales Tax Rate (CST)

A Low and Uniform Federal Sales Tax on All Consumer Purchases (Exception: The “BEST” Plan will Provide a Mechanism whereby Low Income and Poor Individuals and Families Effectively Pay no Sales Taxes as a result of receiving a federal government rebate in the amount of 9.0% of their Annual Gross Income. They also have the Opportunity to Build Financial Assets and Pay for Improved Education, First Time Home Purchases and to save Money via a Government Check Rebate System). It 
would also Eliminate the IRS from the Lives of All Wage Earners, Reduce Significantly the Cost of Goods and Services for All Consumers and Significantly Increase their Take Home Income and Standard of Living.
Exhibit 3
The Specific Tax Exemptions under the Business Transfer Tax (Tier One) “BEST” Tax Plan
1. All capital purchases, all purchased inputs and all purchased services, including contract labor costs.
2. All exports of goods and services.
3. All charitable donations by businesses.

(These are the items that are subtracted from Domestic Gross Sales for all businesses.)
Exhibit 4
How the Business Transfer Tax Works for All Businesses for Replacing All Personal and Business Income, Medicare and Medicaid Taxes
	(
	Total Gross Domestic Sales, Less the Cost of All Outside Purchases of All Inputs, All Capital Purchases, All Services and all Charitable Donations, Times the 9.0% Tax Rate.


NOTE
The 9.0% tax rate times the internal costs (which are total internal labor costs) and the 9.0% tax rate times the return to capital (which is profit), equals the tax liability for all businesses. Businesses would pay their taxes to the federal government generally monthly or quarterly, depending on the size and nature of the business.
Exhibit 5

The Specific Tax Exemptions under the Consumer Sales Tax (Tier Two) “BEST” Tax Plan

1. Stock and bond purchases and sales.
2. All savings.

3. All debt reduction payments.

4. All personal and family charitable donations.

5. The low income and poor individuals and families would receive a money rebate (government check). This results in low income and poor families effectively not paying, on a net basis, the 9.0% sales tax levied on all consumer purchased goods and services, plus government partially funded IRA savings accounts (see Exhibit 6).

Exhibit 6

The Creation of Individual Development IRA Accounts

(IDAs)

IDAs*
Under the IDA system, a family with an income level that was less than twice the poverty level would qualify to establish a dedicated savings account. Cash contributions to this account would be eligible for matching funds from government and private sources. Matching funds would be deposited into a parallel account. The first $500 contributed each year would be matched dollar-for-dollar by the federal government.
Eligibility
In order to participate in the IRA savings account program, a family would need to (a) have income from the prior year that was less than twice the poverty level and (b) have been eligible to receive the family consumption allowance rebate for at least one month during the current taxable year. The family member who was designated to claim the rebate would be eligible to establish the account at a qualified financial institution.

Financial Education
Before being able to withdraw any funds, the designated family member would be required to take a course about financial planning matters. The funds in the individual development account and the parallel account could be distributed for qualifying expenses, to rollover to another account, or upon the death of the account owner.

IDA Withdrawals and Uses
Qualifying expenses would include high educational expenses, first time homebuyer expenses, and business capitalization or expansion costs. Only the funds in the individual development account could be distributed for non-qualifying purposes and the distribution would be subject to a penalty. Qualified financial institutions participating in the program would receive payment from the federal government for every account with a balance of at least $100. The banking institutions would be required to report to the Treasury Department about the accounts and withdrawals.

*The government revenues required to partially fund these IDA savings accounts on a matching basis (up to a maximum of $500 a year per account) for the poor and low income individuals and families comes from the “BEST” Two-Tiered tax system and the 9.0% tax rates for Tier One and Tier Two.
 Exhibit 7
The Transition Rule Guidelines for the “BEST” Tax Plan
1. Depreciation with respect to property placed in service prior to the business tax effective date would remain deductible.
2. Amortization and net operating losses deductible under the previous system would remain deductible.

3. A sales tax credit with respect to inventory held on the changeover date would be provided.

4. CPI adjustments for Social Security would be sales tax inclusive.

5. The plan also contains strong taxpayer rights provisions.

This is the suggested title and promotional concept for the Helming


National Consumer and Business Transfer Tax (NCT) Tax Reform Proposal.





The “BEST” Plan:








B  	BROAD – A Broad-Based Consumer and Business Tax System


E  	ECONOMIC – Draws Tax Revenue From the Entire U. S. Economy


S  	SIMPLIFICATION – Replaces Individual and Corporate Income Tax


T  	TAX – Revenue Neutral National Consumer and Business Transfer Tax Plan








