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MEETING ON FUNDAME! L TAX REFORM

April 23, 1985

Selected ( ‘roversial Iss\ ;

Individual Income Tax Retorm
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Dnecible Modifica*i~r ~f Prennsal:

° 'Reif .n tax exemption for employer provided health benefits
except to the extent of $10 per month for single coverage or
$25 per month for { 'ly coverage ($120/$300 on annual
basis).

° Retain the current tax exemption for € )>loyer provided group
term life insurance, dependent care, group legal services and
educational assistance.

° Eliminate current law $5,000 annual 1i it on « icational
assistance.

° Retain current law treatment of cafete¢ [a plans.

Reasons

° Nontaxability of fringe benefits i deeply ingrained and
has s¢ : social utility.

° irtial taxation of health benefits raises significant
revenue.

° This change is probably the most the political ( stem
will allow -- and is at least a first step towara broader
inclusion of health benefits in t] tax base.

Revanye Estimates ($ billions)
1986 1987 1988 1989 1990 5-Year Sum

Original Proposal .21 7.0 12.26 15.42 18.19 53.08
Possible Modification  2.33 3.43 3.56 3.70 3.84 16.86

iprove
Disapprove
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Retain the original proposal.
Revenpr~ Estimates ($ billions)
1986 1987 10RR  JORO0 1000 5-yesr =um
Original Proposal 2.38 18.63 33.86 35.68 38.68 129.:

Approve (2(7 %>/
Disapprove
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