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In response to the Advisory Panel’s requests for comments from taxpayers, please consider the following comments from an individual taxpayer on the existing federal income tax system.

Unnecessary complexity and taxpayer burden


Professional research and anecdotal evidence clearly show that the complexity of and frequency of changes in the existing Internal Revenue Code (IRC) are a burden to taxpayers. The nature of the IRC keeps the accountants and lawyers and software vendors in business, while doing a disservice to the taxpayers who provide the resources for the federal budget. A simplified tax structure would be a blessing to most taxpayers: a flat tax on all sources of income would enable a majority of taxpayers to prepare their own returns and would eliminate the burden of documenting deductions. This approach would also simplify the IRS’ taxpayer auditing procedures, reducing the staffing requirements for the IRS. A flat tax rate structure also simplifies the projection of revenue to be added or lost from a proposed rate change. By taxing all sources of income, regardless of amount (no tax shelters), a flat rate could be structured to produce additional revenue while lowering many taxpayers’ total federal income tax burden. The complex array of allowable deductions and the multitude of forms that must be completed in order to claim the deductions result in some taxpayers failure to claim all deductions to which they are entitled and thus paying more tax than is legally due. This same complexity allows additional opportunities for taxpayers to understate the amount of their tax liabilities. Applying the tax rate to income items only would reduce the chances that tax liabilities would be miscalculated.

Aspects of the tax system that are unfair


It seems unfair to determine a taxpayer’s income tax liability based on any considerations other than income. Marital status, whether or not the taxpayer chooses to have children, whether or not the taxpayer owns his own home, whether or not the taxpayer chooses to make charitable contributions, all should be irrelevant to the calculation of a taxpayer’s income tax liability.

How the tax code distorts important taxpayer decisions


The existing Code’s tax structure does, in some cases, cause taxpayer’s to make decisions that they would not otherwise make. The marriage penalty influences decisions about whether or not to marry. The mortgage interest deduction influences some taxpayers into home ownership. While society may deem marriage, home ownership, having children, etc. as valuable social behaviors, these behaviors should not have a logical relationship to the amount of a taxpayer’s income tax liability.

Goals for the Advisory Panel


If I were charged with setting goals for this panel, they would be: 

1) to simplify the tax structure through a flat rate tax structure in order for a majority of taxpayers to be able to prepare their own federal income tax returns and in order to streamline IRS operations, and 

2)  to establish a direct relationship between taxpayers’ income and their income tax liabilities, without regard to their lifestyle choices, by applying the flat tax rate to gross income from all sources.

Conclusion


Simplifying the federal income tax rate structure would benefit many, probably most, taxpayers by reducing the burden of tax preparation and documentation. Such simplification also could produce higher tax revenues and reduce IRS staffing needs, which would increase the federal resources available for other significant priorities such as benefits for senior citizens, building an adequate military for defending our freedom, and expanding, conducting medical research, and maintaining national transportation systems. An added benefit would be that Congress’ resources currently consumed by developing, evaluating, proposing and debating changes to the federal income tax would be significantly reduced. Can we dare to have a vision for the future of federal income taxation that focuses on the taxpayers and not on the tax preparers and advisors?

