The President's Advisory Panel on Federal Tax Reform 

1440 New York Avenue NW 

Suite 2100 

Washington, DC 20220

Dear Chairman and Panel members;

Summary:

The Fair Tax proposal is the only fair and effective alterative mechanism for meaningful tax reform.

Discussion:

Having been businessperson as well as a taxpaying citizen, I believe that the Fair Tax proposal (HR 25 /S25) provides the most even-handed and effective means of providing the necessary funds for government expenditures. I have formed this belief after examining the competitive proposals as well as the current taxation system. 

I have reached the following conclusions that I hope Panel members will consider carefully:

· The Fair Tax proposal provides the necessary revenue.

The Fair Tax proposal is based on consumer consumption. The quantity of consumer consumption is calculable and currently well understood. Therefore, the amount of tax that may be raised is predictable. By setting an appropriate tax rate, the Government can be assured of raising the needed funds. Other proposals (including the current taxation system) do not permit the same level of predictability nor the assurance of a “revenue neutral” implementation.

· The Fair Tax proposal is transparent to citizens.

The Fair Tax proposal, for the first time in American history, will give the taxpayers a clear understanding of what they are paying to support the Government. All other proposals now being considered have some form of hidden taxation or unnecessarily complex exceptions, exclusions, and loopholes.

· The Fair Tax Proposal can be implemented almost immediately.

Retailers are already capable of collecting taxes on sales. The implementation of a federal consumption tax is trivial compared to the current income tax collection mechanisms. And only the Fair Tax proposal does this without additional taxpayer identification or classification at the retail level.   

· The Fair Tax Proposal is fair to all economic classes.

Only the Fair Tax proposal rebates the taxes on basic living expenses evenhandedly. Stratified tax rates, complicated tax formulae for special classes, and welfare payments through “unearned negative taxation” will be a thing of the past. Everyone, including the poorest Americans, will receive and spend, without tax penalty, 100% of their income whether from government support programs, sales revenue, or wages. 

· Taxpayer confidence will be enhanced by the Fair Tax Proposal

Currently, most taxpayers despise paying into a taxation system that they believe is slanted toward special interests. Due to the Congress’ using the taxation system to foster certain political, economic, and cultural programs, this opinion is not entirely wrong. The Fair Tax proposal will strongly demonstrate that the collection of necessary taxes is based on the fairest basis - the ability to pay.

· The Fair Tax Proposal offers a dramatic boost to the American economy

Only the Fair Tax proposal offers straightforward taxation based on consumption with no tax on producers or the poor. The results are a dramatic decrease in producer prices, an increase in foreign sales, and lowering of interest rates due to the increase in domestic savings. With these benefits, every person in America is a winner.

· The Fair Tax proposal injects $250 billion into the economy.

The savings in tax compliance costs is estimated to be $250 billion each year if the Fair Tax proposal is implemented. That money will be spent instead on productive business activities and not squandered on tax avoidance efforts as it is now.

· The Fair Tax proposal will create jobs for Americans.

The current convoluted tax system encourages business to export jobs to countries where tax rates and systems are less onerous. The Fair Tax proposal will permit companies to employ Americans to produce products at competitive prices for sale both domestically and overseas. The result will be more income from foreign markets and more spending by gainfully employed Americans. 

· The Fair Tax proposal will help charities and persons on fixed incomes.

The Fair Tax proposal will allow every American to receive 100% of their income and decide for themselves how it should be spent. This means that the retired on fixed incomes will receive an immediate benefit. Wage earners can decide to save more or donate a larger portion to charity.

· The Fair Tax proposal will effectively tax all Americans.

Currently, income tax is only collected from those with paychecks, investment income, or sales revenue. Additional “hidden taxes” target specific products, commodities, and producer segments. The Fair Tax proposal will, for the first time, collect taxes from every American regardless of how the income was derived and remove “hidden taxes”.

Thank you,

Michael Fermanis

New Orleans, Louisiana

