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Dear Chairman Mack and Tax Reform Panel members,
I favor the FairTax, as set forth in HR 25 / S 25.
I. Description of Proposal
A. The tax base: consumption. It is a National Retail Sales Tax on all new goods and services purchased by the end consumer. 
B. Exemptions, deductions, credits and exclusions 
1. The FairTax would allow no exclusions, deductions or credits for anything purchased as new.
2. The only exemption from a consumption tax should apply to items purchased as used or as pre-owned.
3. Education tuition (primary, secondary, and college), job related training fees, and the like are considered as an investment expense and are exempt. 
4. All registered households, poor, middle class, or wealthy, would receive a monthly check as a refund of the tax on expenditures up to the poverty level (as defined by the Dept. of Health and Human Services) based on family size. Thus, basic necessities would not be taxed.
C. tax rate(s) 

1. HR 25 / S 25 species a rate for the NRST that should be revenue neutral for government operations. It should result in neither an increase nor decrease in government funding.
2. While the method of taxation is changed from an income tax (and other taxes) to a sales tax, the net income to the U.S. government would be the same as at present, after the monthly rebates for poverty-level consumption are issued.

D. distribution of the tax burden (including provisions for relief for low-income individuals)
1. The FairTax distributes the tax burden among all who spend money in America, including an estimated 290 million Americans, as well as travelers, visitors, and undocumented immigrants.
2. A monthly rebate relieves every household of the tax on taxable expenditures up to the poverty level of income. All  registered households are treated equally, based on government tables for determining poverty level income. This will free the poorest Americans from a tax burden because of lower expenditures and because they often buy used items. All spending on services and new goods above the level covered by the rebate will be taxed at the established rate, but those that spend less will pay less tax, so the system is progressive.
E. treatment of charitable giving 

1. Research has shown that charitable giving is done because people want to give, not because they will receive a tax deduction. (Many do not itemize.) People give more when they have more, and they will have more if their earnings have not already been taxed. Moreover, charitable giving is not consumption, and would not be taxable under a sales tax.
2. Under the FairTax, one can give any amount at any time. Giving would be done throughout the year, and not just at the end of the year. There would be no need to restrain giving to avoid a tax penalty because the limit was exceeded. One would not need to distribute a gift over more than one year to avoid exceeding a limit. Giving is expected to increase under these freedoms.
3. No one would pay a tax on money given because he or she does not itemize, and no one would need to ask the government to return the tax paid on money that is given. Furthermore, money could be given to any cause, without the government deciding whether the organization “qualified”. 

4. Whenever a recipient of a gift would spend donated money on taxable expenditures, the recipient would pay the sales tax.
F. treatment of home ownership
1. Used homes would not be charged a sales tax under the FairTax, and new homes would cost less because the 20-25% that business taxes add to the cost of materials will be removed. Thus, many more Americans would be able to afford home ownership.

2. If no income tax is being paid, there is no need for a deduction for an income tax on home-mortgage interest. One doesn’t deduct for an expense that is not incurred, and there won’t be a tax return on which to file for the deduction.
3. Interest rates should come down, also, because lenders will have no business taxes adding to their overhead and for other reasons. This will also make home ownership more affordable.

G. collection method(s)

1. Most businesses in most states are already collecting a state sales tax. Collecting a National Retail Sales Tax would require only a small modification of the system now in place.

2. In states without a sales tax, assistance could be provided at relatively small expense to set up the collection system.

3. States would be compensated 0.25% for their efforts in collecting the taxes and submitting reports and federal funds. 
H. treatment of businesses

1. Under the FairTax, only goods sold to the final consumer would be taxable. Any business-to-business transaction would be free of any tax consequence. Retailers would collect the sales tax from the consumer. 
2. Under the FairTax, businesses would no longer have to pay accountants and tax attorneys to plan tax strategies and deal with our complex tax laws and oppressive reporting responsibilities. 
3. Retailers and others selling to final consumers would have the responsibility to collect sales tax from customers, and to send that tax money with appropriate reports to the government each month. For this, they would be compensated 0.25% for their efforts in collecting the taxes and submitting reports and federal funds. They would have no further tax-reporting responsibility. 
4. The FairTax does not favor any industry. With no taxes to pay, they would have no need for tax exemptions or benefits, or for lobbyists to arrange them. 
5. Without any taxes to pay or report on, businesses, except for those selling to end-users, would be free to do business, make money, and create jobs. The hundreds of billions of dollars they now spend on tax record keeping and reporting will be spent on productivity. Earnings generated would be released into the American economy.
II. Impact of Proposal Relative to Current System
A. simplicity (including transparency and stability) 

1. The FairTax is the simplest of tax solutions possible. There are no returns to file except for businesses that collect taxes, and everyone pays the same percentage of the cost of services and the purchase price of new items. 
2. The FairTax is completely transparent. The sales tax would be printed on the sales slip, and nothing is, or can be, hidden.

3. The FairTax is easily understood. There will be no increasingly complex and convoluted tax code that needs to be “simplified” every so often.

4. Because spending is much more stable than income, a consumption tax, such as the FairTax, has a more stable basis.
B. fairness

1. Under the FairTax, all Americans pay the same percentage tax on taxable expenditures, and all receive the same rebate, up to the poverty level. That is eminently fair. For expenditures above the poverty level, those who spend more pay more tax. That is fair, also.
2. The FairTax would eliminate much of the cheating on taxes that is rampant and increasing under the present system. Cheating and tax breaks result in honest or less privileged taxpayers having to pay more. Under the FairTax, everyone pays the same percentage on taxable expenditures, without regard to economic status. Those who profit from illegal business transactions, those dealing in cash, undocumented immigrants, and others who now avoid paying their fair share, as well as visitors and travelers will no longer be able to go completely untaxed or minimally taxed.
3. No longer would someone who can afford to pay an accountant or an attorney or a lobbyist have an advantage over someone who can’t. 
C. economic growth and competitiveness

1. Under the present system, we impose taxes on goods at every step in the manufacturing process. These taxes are included in the cost of the goods, and are paid by American consumers or by those who buy the goods when they are exported. Without the hidden taxes, American goods would be more competitive abroad. Conversely, imported goods often have the VAT or other taxes removed before export, making them less competitive than American goods. Removing the hidden taxes would make American goods more competitive at home. The FairTax would eliminate the bias that the current system provides in favor of foreign producers, both at home and abroad. The FairTax would raise a large percentage of the federal government’s revenues with a completely border-adjustable mechanism, so the USA would go from one of the worst tax systems in the world with respect to international trade to one of the best.
2. The trillions of dollars that are now kept offshore to avoid tax consequences would come into our economy if the income tax system were replaced with a national sales tax. The FairTax would eliminate those consequences. This money would enable increased investment, productivity, and job creation. 
D. compliance and administration costs 

1. The FairTax would eliminate most compliance costs, huge amounts of money, freeing money to be used more productively by businesses. Those businesses doing most of the tax handling and reporting would be compensated for their trouble, in contrast to today, when people and businesses have to pay to comply with the tax laws.
2. A great amount of time is wasted, as lawmakers in Washington deal with the tax code over and over and over. It has been estimated that a high percentage of time spent by lobbyists involves negotiating for tax breaks. The FairTax would eliminate untold hours of work and effort expended by elected officials and their staffs in tax-related activities. Replacing the present system would free them to use their time more usefully and productively.
3. Each year, individual taxpayers spend many person-hours and vast amounts of money on accountants and computer software to try to be certain that they have paid the amount of tax they owe and are being refunded any tax they have paid and do not owe, accompanied by considerable anxiety about arousing IRS suspicion that might trigger a dreaded audit. Under the FairTax there is no question about what is owed, no cost of compliance, and no anxiety.

4. Administration costs would be far less under the FairTax than under the IRS. The number of returns or reports requiring auditing would be much less than now, when everyone earning money is expected to file, so it would be much easier to detect fraud, and a much smaller staff would be needed. 
III. Transition, Tradeoffs and Special Issues
A. Transition

1. Since the FairTax uses sales tax systems already in use in most states, with technology readily available for the rest, the transition would be relatively easy. 
B. Tradeoffs

1. The FairTax provides for and allows no "tradeoffs". 
C. Special Issues

1. The “prebate” checks the FairTax provides to be sent to registered households on a monthly basis to cover the tax on purchases up to the poverty level would be printed and mailed by the Social Security Administration which has shown itself to be accurate in benefit payments. 
2. Businesses that have inventory in stock on the close of business the day before the FairTax goes into effect, will qualify for a transitional FairTax credit if the sale of the inventory is taxed under the FairTax, and is sold within two years. This credit is simply the cost of the qualified inventory times the FairTax rate. The credit is to be claimed on the monthly sales tax report when the inventory is sold subject to the FairTax. 
3. Businesses may sell the right to receive the credit, so the credit can follow the qualified inventory through the production process. Qualified inventory includes work-in-process. 
Sincerely yours,
Kenneth J. Van Dellen
Kenneth J. Van Dellen
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