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SUBJECT: Excl usi on/ Educati onal Assistance Prograns Paynents/|ncludes G aduate Leve
Cour ses

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill asamended April 21,
X 1999.

X FURTHER AMENDMENTS NECESSARY.

DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SES OF BILL ASINTRODUCED DECEMBER 7, 1998, AND AMENDED
APRIL 21, 1999, STILL APPLY.

X OTHER - See comments below.

SUMVARY OF BI LL

This bill would allow an enpl oyee to exclude fromgross incone the anount that an
enpl oyer pays or incurs, up to $2,625, for the enployee to take graduate |eve
courses in pursuit of a |law, business, nedical or other advanced academ c or

pr of essi onal degree beginning on or after July 1, 1999, and before July 2, 2007.

SUMVARY OF AMENDMENT

The June 1, 1999, anendnent reduced from $5,250 to $2,625 the amount of graduate
| evel educational assistance that may be excluded fromincone; however, the
limtation references a paragraph of the bill defining assistance which is not
excluded from i ncone.

Except for the above discussion, the new technical consideration, and the
previous technical consideration, the remainder of the departnent’s bill anal yses
of the bill as introduced Decenber 7, 1998, and as anended April 21, 1999, still

apply.

Techni cal Consi der ati ons

To address the incorrect reference and to carry out the author's intent to limt
t he educational assistance exclusion to $2,625 for graduate |evel courses.
Amendnent 1 is provided.

The author's staff has indicated its intent that the graduate | evel courses for
whi ch an exclusion is allowed by this bill begin on or after July 1, 1999, and
before July 1, 2007, rather than before July 2, 2007. Anmendnment 2 is provided to
correct this date.
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Tax Revenue Esti mate

The revenue | osses fromthis bill are estimted to be:

Fi scal Year Revenue Loss
$ MIlions
Assunmes Enactment After June 30, 1999
1999/ 2000 2000/ 2001 2001/ 2002

($3) ($6) ($6)

This estimate does not account for changes in enploynment, personal income, or
gross state product which could result fromthis bill

This estimate reflects the reduced aggregate cap for the exclusion of enployer-
rei mbursed educati onal expenses for graduate |evel classes. The $2, 625
limtation reduces the estimate from$5 mllion in 1999/2000 and from $10 million
in 2000/ 2001 and 2001/2002 to the above nunbers. It was assuned that not al

t axpayers qualifying for the graduate |evel exclusion would have reached the
aggregate cap of $5,250. Thus, this revenue estimate does not reflect a full 50%
reduction in revenue | osses.

BOARD POSI T1 ON

Support.

At its March 23, 1999, neeting, the Franchise Tax Board voted 2-0 to take a
support position on this bill as introduced Decenber 7, 1998.



Anal yst Kristina North
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FRANCH SE TAX BOARD S
PROPCSED AMENDVENTS TO AB 2
As Anmended June 1, 1999

AMENDMENT 1

On page 2, line 13, strikeout "educational" and strikeout |lines 14 and 15
and insert:

graduate | evel courses, as described in subparagraph (D) of paragraph (1) of
subdi vision (b), beginning on or after July 1, 1999, and on or before June 30,
2007.

AVENDMENT 2

On page 3, line 16, before "after" insert:

on or



