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TAX FACTS

April 2008
With Tax Day looming, the following information might be useful in conveying

the growing burden of complying with the federal tax code.

By the Numbers:

· According to the Tax Foundation, as of 2005 (the most recent data available), the Internal Revenue Code contained 2,139,000 words—a 19.4% increase since 1995 and nearly 482 times the number of words in the U.S. Constitution.  Three-fifths of the words in the Code deal with federal income taxes.

· As of 2005, IRS Regulations contained over 6,958,000 words—an 18.7% increase since 1995 and almost 9 times the total number of words in the King James Bible.

· Subtitle A of the Internal Revenue Code, which deals with income taxes, alone contains  768 separate sections.

· The IRS currently lists 1,047 separate forms, schedules, and instructions on its website.

Compliance & The IRS:

· In fiscal year 2006, the IRS estimated that individual and business taxpayers spent 6.65 billion hours complying with the tax laws. That is the equivalent of 3.2 million employees working 40-hour weeks year-round without any vacation.
· The National Taxpayers Union (NTU) estimates that, in 2007, individual taxpayers spent an estimated 3.18 billion hours complying with the federal income tax laws. The Tax Foundation estimates such time to be worth $75.5 billion.

· The Internal Revenue Service (IRS) reported that individuals spent an estimated $26.5 billion in 2007 for tax software, tax preparers, postage, and other out-of-pocket costs related to filing their federal income tax—that is enough money to buy a fleet of over 482,000 brand new 2008 Cadillac Escalades EXT at the manufacture suggested retail price.
· According to the IRS, the form 1040 in the year 1935 was accompanied by a two-page instruction booklet.  The corresponding instruction booklet for 2006 was 143 pages.  Today's short form, at 48 lines, has double the number of lines on the 1945 version of the standard 1040 tax return. 

· In 2005, the IRS reported that it had 195 different tax forms and printed more than 1,000 publications, forms, and instructions.

· NTU estimates that the cost for federal tax compliance by corporations is $156.5 billion, which is 44% of the $353.9 billion of corporate income taxes collected in fiscal year 2006.

· Three-in-five tax filers use paid preparers in 2006—up from about two-in-five people in 1980.
· And while the Alternative Minimum Tax (AMT) used to be for the very few and the very wealthy, by 2010, over 30 million taxpayers will have to compute and pay the AMT under current law.
· In 1988, the IRS said it took the average person about 9 hours to complete the 1040 form. The average as of 2004 (the most recent data available) was 13.5 hours.
· Even the 1040EZ form, the “simplest” in the IRS inventory, required 3 hours and 46 minutes for the last tax year reported (2004), up from 1 hour and 31 minutes in 1988 (a jump of 148 percent).
· The IRS was appropriated $10.9 billion in FY2008—that’s nearly double what was appropriated for the FBI in the same year.

· In July 2006, the IRS had an annual payroll of nearly a half-a-billion dollars and employed an average of 95,457 people—more than the combined number of employees (as of July 2006) at the Departments of State, Labor, Energy, Housing & Urban Development, and Education, along with the Census Bureau.  
Working for the Taxman:

· This year, 100% of the income the average American earns from January 1st to April 22nd  (113 days) will go to pay federal, state, and local taxes in 2008, according to the Tax Foundation.  Therefore, April 23rd will be “Tax Freedom Day,” the day on which the average American will start working for anything besides taxes.  74 days of work this year will just be for paying federal taxes. 
· Tax Freedom Day in 1910 was January 19, when taxes were just 5% of a person’s income.  Now, as the Tax Foundation points out, Tax Freedom Day is three months later (or later in some states), and taxes are nearly 31% of a person’s income.
· Americans still spend more time working to pay taxes to all levels of government than they spend working to pay medical expenses, put food on their tables, and buy clothing combined.

Think You Have Paid Your Taxes for the Year?  Think Again!

· Just because you’ve filed your federal income tax return, don’t think you’re done paying federal taxes this year.  Throughout the rest of the year, you will continue paying more federal taxes every time you fly on an airplane, make a phone call, or fill up your gas tank.  These federal excise taxes cost the average American about $500 per year.

· Since the federal government taxes corporations, they are forced to factor these costs into the prices of the products and services they sell.  Corporate income taxes and the employer share of payroll taxes cost consumers over $1,600 a year in increased prices, according to the Tax Foundation.

Don’t Let the Sun Go Down:

· Senate rules combined with opposition from Senate Democrats to the various Republican tax cuts forced the inclusion of provisions sunsetting all of the 2001 and 2003 tax cuts by 2011 (and sooner, in certain cases).  Congress must act again to either extend or make permanent the tax relief.  

· To see a list of impending tax increases that will automatically occur if Congress does not act, visit this RSC webpage:  
http://www.house.gov/hensarling/rsc/doc/impending_tax_increases--apr_2008.doc. 

Fed Up?

Members of the Republican Study Committee are as well.  Ultimately, the American people deserve a completely new tax code—not one that’s tweaked around the edges (see H.R. 510, Rep. Goodlatte).  However, until tax-code replacement becomes reality, Congress could lower federal taxes and make the tax code fairer and simpler.  Some ways to do this, as proposed by RSC Members, include:

· Making permanent the Republican tax cuts of 2001 and 2003 (Walberg, H.R. 2734);

· Repealing the Alternative Minimum Tax (AMT) and offering taxpayer choice of tax systems—the current one or a new, highly simplified one (Ryan-Hensarling-Campbell-Bachmann, H.R. 3818);
· Uncapping Section 179 business expensing, indexing for inflation the calculation of the capital gains tax, and reducing the corporate income and corporate capital gains top tax rates (Garrett-Hensarling-Jordan, H.R. 5109);
· Abolishing any form of tax triggered by death, inheritance, and gifting (Thornberry, H.R. 1586);

· Repealing the 1993 income tax increase on Social Security benefits (Johnson, H.R. 2158);

· Allow additional carrybacks for certain net operating losses and provide for a bonus depreciation of certain investment property (Cantor, H.R. 4995); 
· Repealing the withholding of income and Social Security taxes (Foxx, H.R. 5175);
· Repealing the cap on foreign income tax exclusion (to be introduced soon).

Sources for Tax Facts:

National Taxpayers Union, IRS, Office of Personnel Management, and The Tax Foundation (also here:  http://www.taxfoundation.org/taxdata/show/1961.html).
RSC staff contact:  Paul S. Teller, paul.teller@mail.house.gov, (202) 226-9718
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