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Leon Burns

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

The current tax code is huge and complex.  The average citizen and small business owner, such as myself, must pay for experts or computer software in order to have at least a little confidence that our returns have been completed properly and that we are not paying more or less tax than is required.  Even with the aid of experts and/or software, the complexity of the code requires many hours of study in order to properly complete the many forms that may be required. Gathering together the papers and other information needed to complete the forms can be an over whelming process. It is undoubtedly a big headache and unnecessary burden on the individual and small business taxpayer.

The current tax code not only makes the filing of returns a mental strain on individuals and small businesses, but, it creates an unnecessary financial cost that hits the individual the hardest because businesses pass their cost of filing on to the individual consumer.
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2. Aspects of the tax system that are unfair.

Big business clearly has the advantage when it comes to the filing of tax returns. They are financially able to hire experts and advisers to insure that they pay no more than they are required to pay. This is clearly unfair since the individual, most likely, will pay more than is required while big business will, most likely, find and take advantage of loopholes to pay less than they should. Big business also has the advantage when it comes to an IRS audit since they, again, are more financially capable of hiring experts to deal with an IRS investigation. The individual, on the other hand, is at the mercy of the IRS and often subject to harassment and intimidation by IRS employees who themselves have a poor grasp of the tax code. The harassment and intimidation can lead to extremely burdensome interest and penalties that might be avoided if the code was clearly understood.

Another very unfair aspect of the tax system is it’s slow process of uncovering mistakes in taxpayer returns. Again, the individual suffers the greatest injury from this, since the IRS may take three years to find a mistake where a taxpayer has mistakenly paid too little tax and then charge the individual with three years of interest and penalties.  This, to say the least, can be devastating.
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3. Specific examples of how the tax code distorts important business or personal decisions.

From my personal experience as a general contractor(very small business), my first year as a S Corp. I had a financially difficult time the first three quarters. I had to make some costly investments just to keep my cash flow good enough to survive. The last quarter I received income from work completed in that quarter and showed an $80,000 net income. Not knowing the tax code and unable to afford a good tax advisor, I did not handle this gain properly for tax purposes and ended up having to pay a third of it to the IRS. The two quarters of the next year business was very slow and I lost a lot of money. When I had to pay the IRS a third of the previous year gain, it irreversibly put me on the path to the end of my business. In order to avoid this damaging taxation I would have had to make the distorted business decision to purchase un-needed assets prior to the end of the year.  When a small business or individual has to concentrate their efforts on how to avoid an unnecessary tax burden by spending hours studying an unfathomable tax code, their business and personal finances suffer as well as the overall economy. Again, big business uses the experts and passes this cost to the consumer and this also has a negative impact on the overall economy.
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4. Goals that the Panel should try to achieve as it evaluates the existing tax system and recommends options for reform.

The panel should establish a tax system that:

a. Insures everyone pays his or her fair share. 
b. Derives its tax dollars from corporate income and consumer spending.
c. Is not based on an individual’s wages or salary.
d. Can be established by the passing of a law that clearly defines the system in terms easily understood by every citizen and does not raise questions as to whether or not it violates the constitution.
e. Eliminates the harassment, intimidation and collection of taxes from the private citizen at the point of a gun.

Finally, I believe a system built on the truth is easier to define and understand, and, is far less complicated than one built on a lie.

