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I have a private dental practice in Ogden Utah. I have three children and I am a Major in the United States Army Reserve.

I am deploying to Iraq in June of 2005.

Dear Panel Members,

You have requested comments on four points presently before you. 

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

As an individual, the complexity makes the code impossible to comply with. I have to buy software and hire accountants to attempt to comply, but I have had rules changed on me retroactively and that is an impossible situation. The various loopholes and consequent loophole closures mean that what is working one year isn’t the next. I have to file four individual returns so that my children can report their income from family partnerships that only exist because of the insane tax laws in this country.

As a business I file Corporate and Partnership returns even though I am the only person in the business who actually does the work. The hours required maintaining a set of books for reporting taxes (Depreciation etc.) and a set so I can run my business sanely (expenses are recorded when they are spent and income when it is banked with no created expenses like depreciation) is a burden. It costs me many thousands of dollars a year, which I pass on in my fees, to comply with the tax regulations. Those dollars don’t improve the services I provide but they do increase the cost to my patients.

2. Aspects of the tax system that are unfair.

There is nothing fair about the current system.  It penalizes the poor by increasing the costs of everything they purchase because of business income tax and compliance costs. It penalizes the producers in the economy and rewards the non-producers. Penalizing savings and investment and rewarding certain types of spending distorts the economy. It pretends to be progressive, but it hides the most regressive portions as Corporate Tax and sells that to us as a tax the rich provision.

It doesn’t treat every American the same as a proper tax would.  When you tax income you are penalizing the lifeblood of our economy. When you favor one citizen over another you are discriminating. A proper tax structure wouldn’t do this.

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

In my business I have been forced to spend money on things that I didn’t need to get a tax break. If I didn’t buy those pieces of equipment, I would have spent the money on taxes. If I was using good business management I would have used the money to pay down debt and increase reserves, but both of those expenses don’t reduce my tax burden. Instead of having a more sound financial footing, 

I incur more debt so I can buy more equipment than I need so I don’t have to waste the money on taxes.

Either way I spend the money and I have to charge my patients more. The current system leaves me with additional debt and interest payments that aren’t deductions when I pay them off so I have to add the tax then or do the same thing all over again.

The penalty of taxing earning on savings that have already had the taxes stolen before I could invest has forced me to use retirement accounts to offset this. This ties up money that I may need for other uses. We now have a retirement type account for most every type of spending you can imagine, education, health, retirement etc. All of this complexity requires accountants and consultants to set them up and that eats away at the money. All this just to save my own money.

This is only caused by taxing income. Tax consumption and this entire problem disappears.

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

1. No hidden taxes. You need a system that is transparent. The consumer is the only one who pays taxes and hiding some of what he is paying in the price of goods and services by burdening business with taxes and compliance costs must stop. 

2. All Americans are treated equally. The tax system must not discriminate against any American. A flat income tax would do this, but taxing income penalizes production and that is not good for our economy. A consumption tax that has no exceptions treats everyone equally and is what we effectively have because of our taxes on business. Move it to the retail level so the citizens can see it and business can start operating without the cost penalties.

3. It must not penalize American businesses that sell overseas. American business operates at a disadvantage overseas because the costs of compliance with the current tax system are included in the price of their goods. Income tax costs can’t be taken out of goods that are sold overseas. Our trading partners have their government taxes rebated to them when they export goods giving them price advantages. In their home countries, our goods have American tax costs and foreign tax costs, and here in the US they don’t have their governments taxes and our government doesn’t add any costs to them. A sales tax applied to all new goods and services does exactly this.

4. It must increase the tax base so that everyone pays and not just the American working citizen. Taxing income leaves many people in this country paying no taxes to support the goods and services they are benefiting from. Every person with criminal income, every tourist, every illegal alien and the underground economy are not paying their fair share. If we had a consumption tax, those billions spent would be paying into the system.

5. It must be revenue neutral and include all of the government’s taxes. It must generate the same amount of income for the government as the current system. It should replace the current payroll tax system and social security and Medicare taxes also. There is no reason to have multiple taxes except to attempt to hide how much citizens are paying for their rights as citizens. If these sacred cows were financed in the same tax, and it is a consumption tax, all the benefits of a larger tax base would also be realized.

6. It must not allow the government to have personal financial information on its citizens. There is no excuse for a free country to allow the government to collect personal financial data on every honest citizen. The cause of this is the income tax. A consumption tax doesn’t require any citizen to disclose to the government what their financial situation is. An additional benefit of a consumption tax is that the IRS and the billions it costs to maintain would go away. April 15th would become just another spring day.

There are bills in both houses of Congress that meet all these requirements. HR 25 and SB 25 the FairTax bills would do everything this country needs as far as reforming the tax code and they go a long way towards solving the Social Security funding issue at the same time.

Respectfully,
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