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In this brief we consider the largest nonbusiness tax expenditures in the individual income tax. We
provide a description of these provisions, estimates of their cost and the distribution of their tax benefits
across income groups, and briefly summarize their effects. We consider tax expenditures for business
income in a separate brief. This latter category includ es tax benefits people claim on their individual
income tax returns from provisions that affect pass -through businesses, such as sole proprietorships,
partnerships, and S corporations.

oth the Office of Tax Analysis (OTA) in the US Treasury Department and the Congressional Joint Committee on

Taxation (JCT) publish annual lists of tax expenditures.® We report tax expenditure estimates from both

organizations for fiscal years 2019 to 2022. Fiscal year2019 is the first full year after enactment of the 2017 Tax
Act commonly referred to as the Tax Cuts and Jobs Act (TCJA), and 2022 is the last fiscal year for which JCT provides
estimates in its most recent tax expenditure report.

THE TEN LARGEST CATESORIES OF NONBUSINESS TAX EXPENDITURES

The 10 largest categories of nonbusiness individ ual income tax expenditures sum to $4.8 trillion in 2019 to 2022,
according to JCT, ranging from about $1.1 trillion each for retirement savings and health care to about $130 billion for
education (figure 1). These 10 categories account for about 95 percen W R1 WRWDO QRQEXVLQHVYVY WDJ[ H[S

1 Joint Committee on Taxation, "Estimates of Federal Tax Expenditures for Fiscal Years 20182022", JCX-81-18, October 2018; U.S.
Department of the Treasury, Office of Tax Analysis, @ax Expenditures"”, October 19, 2018 . JCT and OTA estimates differ for
several reasons. The organizations use different assumptions regarding proj ections of income, expenses, and the take -up of
certain tax preferences. In addition, there are methodological differences, a major one being that JCT assumes that if a tax
expenditure is eliminated, taxpayers would take advantage of other provisions in th e tax code. So, for example, if the exclusion
for employer provided health premiums were eliminated and instead treated as taxable income to employees, taxpayers would
claim the expense of those premiums as an itemized deduction. OTA does not allow for the take up of other tax preferences
when it measures the cost of a tax expenditure.
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