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February 19, 2005
Dear Panel,

I am writing to you out of my interest in your endeavor to reform our tax policy. 

I recommend the following:

REVENUE RAISERS

Implement a national real estate tax.  The government should be getting something out of the ever increasing value of real property.  Like local real estate taxes, they would be deductible on both federal and state tax returns.  True, the current tax policy already taxes gains on sales of real property, but taxes can be deferred through tax-free exchanges or completely avoided in the case of the primary residence exclusion.
Implement a national sales tax on the sale of real estate.  This is a completely new direction, but along the same lines as the national real estate tax.  There are billions and billions of dollars being exchanged on real property transactions.  Look, if shyster real estate agents can make 3%, then why can’t the federal government get ¼%?
Implement a national sales tax on single purchases over 10,000.  Making a threshold would prevent the tax being imposed on the bare essentials and commodities.  This would mirror the state sales tax regime, and would be imposed on the final retail transaction.

WAYS TO SIMPLIFY THE CODE

It is essential that the AMT tax be repealed.  AMT has done more damage in public relations than it has been worth in minimum tax revenue.  No plan that purports to simplify our tax code without repealing the AMT can be taken seriously.
Eliminate all tax credits except for the credit for taxes paid to another country, and the child tax credit.  Credits are merely quick fixes to other problems, and they should be eliminated.

Eliminate all adjustments to gross income except for ½ self-employment tax and deduction for IRA.  These too are just quickies designed to titillate constituents and the public.

CONCLUSION

I doubt whether you can arrive at a solution that is satisfactory for everyone.  I believe that some of the complexity in the code is designed to prevent loopholes and cheaters.  Perhaps it’s not that we need new laws, but rather that we should enforce the laws that we do have.  The IRS needs more resources for enforcement.  What would our situation be like if there was 95% compliance?
Thank you and good luck!
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