	MO FairTax Prebate Amounts by Household Size



	One Adult Household
	Two Adult Household

	Household Size
	Tax-Free Spending
	Annual Prebate
	Monthly Prebate
	Household Size
	Tax-Free Spending
	 Annual Prebate
	Monthly Prebate

	Adult 
	$10,830 
	$553 
	$46 
	Couple
	$21,660
	$1,107 
	$92

	1 child
	$14,570 
	$745 
	$62 
	1 child
	$25,400
	$1,298 
	$108

	2 children
	$18,310 
	$936 
	$78 
	2 children
	$29,140
	$1,489 
	$124

	3 children
	$22,050 
	$1,127 
	$94 
	3 children
	$32,880
	$1,680 
	$140

	4 children
	$25,790 
	$1,318 
	$110 
	4 children
	$36,620
	$1,871 
	$156

	5 children
	$29,530 
	$1,509 
	$126 
	5 children
	$40,360
	$2,062 
	$172

	6 children
	$33,270 
	$1,700 
	$142 
	6 children
	$44,100
	$2,254 
	$188

	7 children
	$37,010 
	$1,891 
	$158 
	7 children
	$47,840
	$2,445 
	$204

	Note:  Annual and Monthly prebate amounts are calculated using a MO FairTax rate of 5.11%.

Source:  The “Tax-Free Spending” amount is based on the U.S. Department of Health and Human Services 2009 Poverty Guidelines published in the Federal Register, Vol. 74, No. 14, January 23, 2009, pp. 4199–4201.




The chart below shows how the prebate affects the effective tax rate and creates a progressive tax rate structure.

The prebate completely untaxes the truly poor and lowers the effective tax rate of lower and middle income Missouri residents. There is no need for any exemptions for food, shelter, medical expenses, etc. as the prebate is received by all legal Missouri households to pay the tax on the necessities of life.  Above that point everyone pays at the same rate.  The prebate would be placed electronically into the bank account of the head of household (or mailed) and the amount would be determined solely by the number of legal residents living in the household with valid Social Security numbers.  

While everyone pays the same tax rate of 5.11% at the cash register, the prebate results in an effective tax rate (annual taxes paid divided by annual spending) that increases as the level of spending increases, resulting in a progressive tax rate structure.  For example, a household of four spending at the poverty level ($29,140) has a 0% effective tax rate, whereas, the same household spending at twice the poverty level ($58,280) has an effective tax rate of 2.56% and so on up to a maximum of 5.11%.  This household would have to spend over one million to reach an effective rate of 5%.
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Prepared by Karen Walby, Ph.D., Director of Research, FairTax.org., April 26,2009.

