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As an owner and operator of what can be best described as a multipurpose health and fitness club for more than twenty years, I feel both highly qualified and compelled to comment regarding an unfair aspect of our tax system. 

All of my competitors are tax-exempt 501(c) (3).
Not withstanding the facts that our market is in the second wealthiest county in the United States and that our products and services as well as the vendors that we purchase supplies and equipment from are identical, the IRS has consistently held that providing health and fitness programs and facilities by my competitors is exempt from federal income taxation.  This is significant and can best be described as a taxpayer rip-off.  


Neither the local tax exempt hospital fitness club nor the local YMCA fitness club, which both enjoy this “antique” tax status, provide any significant benefit to what could be described as an indigent population.  In fact, virtually none exists in our community.  According to your own Statistical Abstracts the average household income in my community is over $75,000 annually.  According to the YMCA’s most recent IRS 990, their local facility does less than 3% charitable services and that component of their activities has a separate fundraiser.  Essentially the Y’s health and fitness club is a stand-alone business.  Data from our local hospital shows that the 2.5% identified as charitable is actually what they write off as uncollectable bad debt.

The 501 c (3) status affords both of these business the luxury of also being exempt from state income tax as well as property taxes, which in Wisconsin are huge.  The result of this “passing the buck of determination” is that my business essentially pays over fifty cents on the dollar in taxes on any earnings from club operations while my tax exempt competitors pay nothing.  In a business where you can’t survive if your fitness equipment isn’t replaced every four years because it’s either shot or obsolete, tax-exempt competitors have a huge advantage.

The lack of any enforcement of UBIT (unrelated business income tax) and the fact that the YMCA’s own lobbyists have essentially written the guidance provided to the IRS exempt organization agents, has created a very small tax base in a very large industry. In fact, the last time I visited the IRS exempt organizations office here in Wisconsin to share some of what I thought was important information, I learned that only five (5) auditors worked the entire State!

Hospitals were allowed to be exempt in order to minimize health care costs.  Yet the prices charged by exempt vs. taxpaying hospitals are essentially identical.  The YMCA’s mission was to spread the gospel of Jesus Christ.  Our new 12.5 million dollar YMCA health and fitness club has an indoor water park, two cafes and a rock-climbing wall, not to mention a state of the art fitness center.  There’s not much evangelism going on there! 

I’ve been through an audit. On the tax paying side of my industry you are squeezing blood from a turnip.  This business has paid millions in taxes.  It’s the ultimate in frustration and inequity to see my government look the other way when it comes to my competitors.  PLEASE address this problem!

Respectfully,

John M. Gebhard

President, General Manager, Head Janitor etc.
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