Julie C. Koschik

8550 Bridlehurst Trail

Kirtland, OH  44094


October 9, 2009
Economic Recovery Advisory Board 
Tax Reform Subcommittee

To Whom It May Concern:

I am a middle class CPA and a tax preparer for over 15 years. I have prepared tax returns for individuals in the top 1% of American incomes & I have prepared returns for individuals who have cashed out their IRA’s to keep their homes during unemployment.  As a member of the Ohio Society of CPAs I heard you were looking for ideas for tax improvements.  If you are listening here are a few things on my mind.  
One of my main concerns with this country’s tax system is that the rich seem to get further ahead while the rest of us get further behind. Hard work & a degree don’t seem to be enough any more.  In some ways our tax system enables this problem. 

So many tax credits; so many phase outs. Nothing is more frustrating than thinking, “Oh the tax credit will help offset the cost of this new water heater” then to find out on April 15th that your income exceeded the phase out level and you get no benefit.  Why should a credit expire if you make a certain amount of money?  If the purpose of the credit is to give incentive to buy efficient products, why does it matter if your income is greater than some meaningless number?  If the government can’t afford to offer the credits to everyone then perhaps the credit should be suspended.  
If the government decides “high income” taxpayers don’t really need the benefit of the credit, then make phase outs simple and apply it across the full scope of the code.  If $250k of adjusted gross income is the new “upper class” then all phase outs should start there or credit should stop there.  Apply the same logic for personal exemptions, IRA deductions, student loan interest, excludable interest phase outs.  Losing these credits hits the middle class hard & skyrockets their effective tax rates.  Simplify the application of the credits and deductions so people can easily understand when they are eligible for tax benefits or when they are not.
The wealthiest individuals benefit from the 15% capital gains rate because of their ability to invest.  I agree that investors should have an incentive to put their money at risk but 15% is a record low rate which we can not afford during these record low economic times.  Increase long term capital gains rate marginally to increase revenue but keep it lower than the higher ordinary rates to keep the incentive to invest alive. 

Social security tax is 6.2% of every worker’s 1st dollar earned but it stops when wages exceed $106,800.  6.2% of every check is gone before I even see it and I am told that I shouldn’t count on any benefit from that money when I retire.  That is so troubling. I agree that every worker & employer should contribute to this program equally.  I suggest that FICA wage maximum be removed & the rate be lowered.   This is fair for all workers.  Some will argue that their taxes have increased.  However, the taxes on wages exceeding $106,800 would be paid by the company which believes one individual is worth such an amount, paid by the company which can afford to pay it & paid by the employee who reaps the benefit.  The social security system would gain revenue on this previously untaxed wage source.  
By reducing the social security tax rate, all employees will in effect get a raise on their first dollar of wages.  In my experience there is plenty of tax planning going on to avoid social security tax because the rate is so high.  However, the cost of medicare tax is often passed on because it is “only” 1.45%. With a revised and reduced social security tax rate, it would reduce the perceived cost of employment and might eliminate such intense tax avoidance.  The initial cost of employment is currently 7.65%.  Imagine if it could reduce significantly, small businesses could start thinking about hiring again.   
Obviously, there is more to the cost of employment than payroll taxes.  Health insurance comes to mind.  Couldn’t the government form a small business arm to its health insurance pool?  If small businesses could buy into a group as large as the government certainly premiums would be lower & small business employees’ coverage would increase.  How can you argue against “public option” for small businesses?  
Thank you for soliciting ideas.  I hope you find some answers, soon.
Sincerely, 

Julie C. Koschik


