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NOTE SUMMARY

	Fiscal Analysis:
	        X       Impact
	               No Impact
	         Indeterminable Impact

	Level(s) of Impact:
	         X         State
	                       Local
	               Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	       X       General
	                Road
	               Federal
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FISCAL SUMMARY

______________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	-$7.5 million
	-$7.5 million
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	-$7.5 million
	-$7.5 million
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  The proposed amendment would delete the phase-in for a deduction from adjusted gross income for amounts paid by an individual for a health benefit plan. All amounts paid by an individual would be fully deductible in tax year 1998 and beyond.

PROVISION/MECHANICS:  The proposed amendment deletes the phase-in for a deduction from adjusted gross income for amounts paid by an individual for a health plan. 100% of premiums paid in tax year 1998 and thereafter will be exempt.

FISCAL EXPLANATION:  Currently individuals who obtain health insurance coverage through an employer-sponsored benefit package qualify to purchase that coverage with pre-tax dollars under the cafeteria plan provisions of the Internal Revenue Code. Pre-tax dollars means that the cost paid by the individual is excluded from the gross income of the individual.

Individuals, individual owners of sole proprietorships, partnerships, and small business corporations who do not qualify for the cafeteria plan provisions of the Internal Revenue Code are allowed to deduct 45% of the cost of their health care coverage for the 1998 through 2002 tax years.

There are approximately 165,000 of these individuals insured in Kentucky. The average monthly premium for each covered life is approximately $120 per month, or $1440 per year. The total premiums for the individually insured is approximately $240 million and approximately $130 million is not tax deductible.

This amendment would allow 100% of health insurance premiums to be deducted in tax year 1998 and thereafter. The marginal effective tax rate is 5.8%. This would result in an additional deduction of $130 million. The bill, as amended, would result in a revenue loss of approximately $7.5 million in fiscal year 1998-1999 and $7.5 million in fiscal year 1999-2000.

	DATA SOURCE(S)
	LRC Staff Economists, 1997 Health Insurance Survey


	NOTE NO.
	
	PREPARER
	Susan Viers Gilliland
	REVIEW
	
	DATE
	2/23/98


LRC 98-BR 1102

