SUGGESTIONS FOR FEDERAL TAX REFORM
1. Simplify the taxation of dividends.  The tax rate should be the same for all dividends.  Too much confusion exists regarding which dividends qualify, resulting in repetitive correcting forms 1099 and K-1. The differences between ordinary and qualifying dividends are too subtle for most taxpayers to understand.
2. All capital gains and losses should be either short term or long term. Net short-term should be included at 100% and taxed at current tax rate.  Net long term should be halved or reduced by some other factor and then taxed at current tax rate.  There should not be multiple tax calculations.  The $3,000.00 capital loss limitation should be increased to $10,000.00 so that most middle income taxpayers wouldn’t have to worry about carry forwards.

3. Schedule SE should be simplified by eliminating the .9235 calculation.  Self employment income in excess of any salary subject to Social Security Taxes, and less than the ceiling, (presently at $90,000.00) ,should be taxed at 12.4%, and all self employment taxed at 2.9% for Medicare.

4. The Education tax credits and deductions should be combined into one credit and one deduction, with the taxpayer allowed to choose either one or the other.  There are now too many confusing options for the average taxpayer to understand. Phase outs should be eliminated.
5. All state and local taxes – income, sales, property, unemployment and gasoline - should be deductible, perhaps in lieu of some of the Federal aid returned to the States.  This would give the states more control over and responsibility for their own destinies.

6. All interest expense for mortgages, home equity loans and automobile purchases should be deductible.  An additional consideration might be given to allow up to $2,000.00 of credit card interest to also be deducted.

7. Either the child credit or the dependency deduction for children should be eliminated.  The definition of a child should be standardized. It is confusing to allow a deduction for children up to one age and a credit for children up to a different age.

8. There are presently too many different types of Retirement Plan deductions under current law, including IRAs, (traditional and Roth), Sec. 401(k) plans. Sec. 403(b) plans, Keogh plans (money purchase and profit sharing), SEPS etc.  There should be only two types - tax deferred and Roth plans.  The best features of all of the other plans should be standardized and combined into one of these two. Top – heavy restrictions should be eliminated, and one ceiling placed on how much income could be deferred under either plan. 

9. Phase outs of all deductions and personal exemptions should be eliminated, so that upper income taxpayers are not discriminated against.  If necessary to raise revenue or maintain the progress structure of the tax Code, an additional bracket could be added to the top of the tax rate schedule.

10. All definitions throughout the current Code should be removed from their existing sections and placed in one or two sections in the first chapter of the Code.  Any conflicting definitions should be standardized so that a given term  has only one meaning. This would eliminate much of the confusion in the present Code where so many sections refer to another section for the definition of a specific term; it would also eliminate many of the “except for” and “as defined in” clauses that add to the complexity of the Code.
11. The AMT should be scrapped.  It is unfair to say to taxpayers that the Code gives them certain deductions and preferences and then to penalize them for doing what the law allows. Aside from leaving the impression that the tax system is unfair, this results in much confusion and planning efforts to beat the system.  Taxpayers should not have to plan their affairs to beat the tax system; they should be able to structure their lives confident that the amount of tax they pay will depend on how they lead their lives. Unfortunately, prior attempts to change or remove this provision from the Code were unsuccessful because of their cost.  On the other side, however, they contributed significantly to the complexity of the existing Code as well as the average taxpayer’s perception that the Code is unfair and  too difficult to understand.
12. There should be a minimum tax of say $100.00 for all individuals or families with any income, earned or unearned, over $1,000.00.  This affords all citizens the dignity of belonging to our economic system and not merely living off of it.  If all citizens had to pay at least something into the revenue stream, they might be less inclined to demand more and more from it.

13. Since the fairest tax system is one that spreads the burden to everyone, there should be a consumption tax of some sort – either a VAT, national sales tax, or some combination thereof, in addition to an income tax. By utilizing both types of taxation, income and consumption, the rates for both would be lower than those presently being considered for either tax on a stand alone basis. A blended system would also ensure that many of those who illegally avoid reporting their income when it is earned would pay at least some tax on the other end as they spent those earnings.  The complaints of state and local governments would be somewhat offset by the deductibility of all state and local taxes on the Federal income tax return.  The consumption tax would permit the continued deductibility of those items near and dear to the hearts of many taxpayers – medical, taxes, interest, and contributions – and should therefore make this proposal more palatable to them.  

14. The needs of the poor could be addressed by exempting certain commodities e.g. food, drugs, and the first $500.00 per month of housing from the consumption tax, as well as by increasing the child credit or deduction and the standard deduction. Additionally, there might have to be a transition for all retirees who paid a heavy income tax over the years and are now forced to pay again on their consumption.
All amounts and rates included above are suggestions only. They have not been determined statistically in order to make the resultant tax package revenue neutral. They are therefore subject to upward or downward revision in order to arrive at the required level of revenue.
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