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Summary

The following document is in response to the Advisory Panel’s solicitation for comments regarding specific proposals to reform the tax code. It focuses on the suggested reformation of a particular aspect or element, specifically Title 26, Subtitle A, Chapter 1, Subchapter D, Part II, Section 423; Employee Stock Purchase Plans.
Paragraph (b)(8) of Section 423 describes the present annual limitation on an employee’s ability to purchase stock at a  fair market value level of $25,000. It states the following; “…under the terms of the plan, no employee may be granted an option which permits his rights to purchase stock under all such plans of his employer corporation and its parent and subsidiary corporations to accrue at a rate which exceeds $25,000 of fair market value of such stock (determined at the time such option is granted) for each calendar year in which such option is outstanding at any time.”

Removing the current limitation on an employee’s ability to aid their financial future is the point of this proposal. Allowing an individual the option to take full possession of their investments at limitless levels exceeding $25,000 will give rise to personal empowerment and self-fulfillment. Besides, accelerated employee performance for corporations and increased economic abundance for government entities are mutual benefits to all parties involved.  
Description of Proposal
The only stipulation presented to be altered in the current tax system is the elimination of any (annual, quarterly, monthly, etc.) limitations on an employee’s opportunity to purchase shares under their employer’s Stock Purchase Plan. All other statues under the Revenue Code as they exist competently satisfy qualifications and restrictions in general terms. However, the management of specific plan policies ought to be the decision-making role solely of corporate committee members. Administrators should be provided the utmost flexibility when it comes to maintaining incentives to company employees.

To illustrate the mere specifics of the proposed changes and explain which components of the tax system would be altered the following example is posed. Let us assume the recommendation to eradicate contribution limitations led to a permanent amendment to the Revenue Code and an employee (“Jane”) with a gross annual income of $100,000 participates in their employer’s (company “XYZ’s”) Employee Stock Purchase Plan (ESPP). Typically, payroll deduction contribution maximums are 25%, so “Jane’s” annual contributions would be $25,000. Under the current system, her investment in her financial future and her company for the year is maxed out. If “Jane” is a high caliber employee and received a $10,000 end-of-the-year bonus for exceptional work performance, she wouldn’t be able to take further advantage of an ideal investment option; a current road block with no valid justification. However, with the success of this proposal, “Jane” could add an additional 10% to her annual ESPP investments.  Besides the increased 10% benefit to “Jane” there would be no other alteration to the current Revenue Code, including all standard tax implications and the like. All other details of the revenue code are to remain the same under this proposal. Furthermore, it’s feasible that with “XYZ’s” authorization, “Jane” could make contributions to her ESPP by transferring $5,000 from her savings account at her neighborhood bank, earning her an additional 5% over the current system’s statutes. If given option to choose between potentially adding 15+% to investment holdings over not having the option at all, every employee in the United States of America would choose to at least have that choice to make trough their own volition. 
Impact of Proposal Relative to Current System

In relation to the existing system, the current proposal offers the opportunity for increased economic growth potential. The strategy is more aligned with the true function of a government document, which is to provide a general framework within which citizens are governed. Organic stability is inherent with this proposal in that personal ownership of one’s possessions offers control, promotes self-pride, and aligns further enthusiasm in the success of related efforts, namely the success of an employee’s corporation’s prosperity. Lastly, all compliance issues are to remain the same with this proposal as does currently exist.

Transition, Tradeoffs and Special Issues
The transition of this proposal should take place on the first day of the immediate calendar quarter following the date of the amendment’s ratification (January 1, April 1, July 1, or October 1).  This would offer an immediate impact to citizens and employees of participating corporations.
The tradeoff with this proposal is that maximum equity investments in corporations would not be as predictable as was previously the case. With the success of this proposal, the ability to gauge an organization’s investment activity would only become evident after the fact, in hindsight.

Favorable treatment of companies which offer Employee Stock Purchase Plans may be an issue present with this proposal. As employees of such companies would have an increased opportunity to maximize their retirements and financial futures, the increased benefits package may have a positive or negative effect. It could cause other corporations to initiate an ESPP of their own, or it may generate bickering on the increased competition for human capital due to a more attractive benefits being offered by more forward-thinking companies.

It is intended that the previous statements be analyzed and considered with eagerness and vivaciousness.
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