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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE! OF MANAGEMENT ANO BUOGET 

WASHINGTON, O.C. 20503 
February 21, 1995 
(House) 

~-'rATEME!'JT OF, i\.DMINISTRATION POLICY 
(THIS STATBMBNT HAS BBBH C!OORDINATBD BY. OMB wrm THE CONCBRNBD AOBNCJDS.) 

62963:# 2 

H..u1eu._831 -- PQrmanently_Extend the Tax Deductibility for Health 
~nsurance Cos:·~. for Self-Employed Indiyiduols 

(Archer (R) TX and 3 others) 

As :s.t~eted previously, the Administration supports the primary 
pt1rpc~5.e of H.R. 831 -- to extend permanently the 25 percent tax 
deduc:tion for heal th irisurance premiuJDs for self-employed 
iradiv:iduals. 

The 1~Clministration opp<>ses one cf thri\ bill's offsets -- i.e. , the 
outd.~rht repeal of the C\lLrrent tax treatment for the sale of 
radio and television broadcast facilities and cable television 
syst:E~ms to minority-oWJ'\eCl businesses. The Administration has 
expreased its willingness to woik with Congress to review what 
actions are necessary to ensure proper use of the provision but 
cci:nt:Lnuea to op·pose i tiai. c>utright repeal. 

Tt~e Administrati.on will work with the Congress to identify 
appi::-•,]:>riate offsets to elctend this important health insurance tax 
ded1.ic;:,~:ion, · 

~~~iD9 for PUI'j)Oses oLJa.y-As-You-Go 

H.R. 831 would affect receipts; therefore, it is subject to the 
pay-as-you-go requirement of the Omnibus Budget Recon~iliation 
Act (OBRA) of 1990. 

The Administrat:Lon' s pl::-eliminary scoring estimates of this bil 1 
are presented in the table below. ·Final scorin9 of this 
legislation may deviate from these estimates. If H.R. 831 were 
enacted, final OMB scc0:i:-ing astimates would be published within 
five days of en•~ctment, as required by OBRA, The cumulative 
effects of all anacted legislation on direct spendinq and 
rec~ipts will be raport~d to congress at the end of the 
cor.~r:ressional session, as required by OBRA. 
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-493 -437 
+399 +449 

+ 14 
+ 12 + 31 

- 82 + 57 

2023954639-+ 

P6~-AS-XQY-GO·l~~IMAi~s 
(Re_g_aipts in millions) 

.Ull llll llll ili.Q. 1295-2000 

-474 -516 -563 -613 -3,096 
+213 +220 +226 +233 +1,740 
+277 +295 +309 +332 +lt227 
+ 34 + 37 + 40 + 43 + 197 

+ 50 + 36 + 12 5 +· 68 

SE 'f·crn = 25 percent tax dE~duction '!or self-employed persons. 

FCC •• nepeal of current tzl'X treatment .on sale of broadcast 
faC!LL:L1~ies to mil'l1ority-ciWnee1 businesses. 

EI'l'C •• Mod.ificati.on of th~~ Earned Income Tax ·Credit. 

Othe:~ ~= ChanqQ in seoti 1c:m 1033 of th• Intarnal Revenue CodA.) 

* * * * • * * 

62963:# 3 



( 

( 

SENT BY: 2023954639 ... 

~_J~u; pi1tribut1 out1id1 mgecutiye Offiqa of the lraai4ant> 

!his position was develc::i1ped. by LRD (Pellicci) in consultation 
with J:.J~ (Lew/Konigsberg), HP (Min/Miller), HR (Apfel/Cash), EP 
{Lyon),. TCJS (Edl.ey/Neihardt), BASD (Balis), OIRA {Sunderhauf), 
and! ~:ho White Ho\llSe Off 1.ce of Policy Development (Jennifer 
l<leii1) .. The Department1s1 C>f the Treasury (Karen Dorsey), Heal th 
and Hilman Services (l<le1pner), and Ci!ommerce (Barry Bird) and the­
FCC (P•~r Bob Peck) , and SBA (Rainnie Dean) have no ol;>jection to 
the p:rc:>posed statement. r,rhe Office of the White House Counsel, 
the l'.:>·!!J?artments of Justice and Labor and the NEC and CEA did not 
reesp•:::>:nti. 
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Th'~ 'ra>< Reform Act of lSHl6 (P. L. 99-514) provided a 25 percent 
ta~c de·:;luction for health insurance costs for self-employed 
inciividuals. Th~Ls 'deduc:tion has been .extended numerous times, 
moE;t recently through D~:lO•amber 31, 1993. Last year, the 
.Administration pl:-oposed t,o extend the 25 percent tax deduction, 
followed by an increase in the deduction to 100 percent, in the 
Health security Act. a.ecause health care reform was not enacted 
in 1994, the tax deduct.ion was not extended. According to the 
Tr1~asury Department, allnost 3. 2 million self-employed individuals 
wo1Jld claim the 25 perc:1ant deduction on ~heir 1994 tax returns if. 
it were made available to them. 

Ad:mi.DJ.ptration .a;t;ateman:t.§ to Data on Issues in H.B. 831 

TAL,g~guction fo·r salf-..:IJD.ployed indiyiduals. On January 27, 
1995, Treasury Assi•tant Secretary for Tax Policy Lee Samuels 
addI'E!s.sed this deduction in a statement submitted for the record. 
to the, House Ways and Means Subcommittee on Heal th. The 
statE1ment expres11ed the ~.dministration' s support for restoring 
.and e1l!:tending the tax cleo.uction for heal th insurance premiums for 
self··ermployed individuals. Asaistant secretary Samuels further 
statEad that the Administi::·ation would wo+k with congress "to find 
a WZlY to restore this deduction without increasing the Federal 
budget dafioit." 

~.C....J~Jrtificate }2rograrnJor minority ownership C ''Section 1021 
J;>en•l.l!J~ts 11 )_. On January· 27th, Treasury Tax Legislative counsE1&l 
Kc1h1 ,, in testimc,ny befo•rE~ the House Ways and Means Subcommittee 
oii. <)vursight, re:iterateld the Administration's position on the 
Section 1071 benefits. He stated that the Administration would 
ccims:Lder 11 whethe1r a cai~· or other limitations on Section 1071 
be1n4;!:E':lts would be nece:ssary and appropriate to target more 
preci~ely this tax proviBion to its desired objective." 

~..!~t:..iption of the Majpr Provisions of H.R. 831 

As ·reported by the House committee on ways and Means on February 
14th, H.R. 831 would make permanent the 25 percent tax deduction 
for:- h·ealth insurance costs for self-employed individuals. The 
bill woulci be retroact:Lv1e to tax year 1994. 
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To otraet the more than $3 billion loss in revenues associated 
witb th.e tax deduction, H.R. 831 would repeal Section 1071 of the 
Intet·na.l Revenue Code, which allows sellers of FCC-licensed 
broa~oast properties to defer taxes on qain• realized in a sale 
to minority ownership. In addition, H.R. 831 would put new 
restI'tc:tions on the· Earned-Income Tax Credit (EITC) to exclude 
from :t'E1ceivin9 the credit taxpayers who have aggregate interest 
and Cllvidend income excE~ec:Ung $ 3, 150. The tax credit would be ·· 
phasE!d down for taxpayers with aqgregate interest and dividend 
inco11\Ea between $2, 500 and $3, 150. The EI'l'C provision is similar 
to orm proposed in tbe Pre!sident's FY 1996 Budqet. The 
Presid~nt's Budget included a $2,500 cutoff, 

~.::1uL:·xou-Go Scgtlng 

Accordtng to BASD (Stigile/Barth/Balis), H.R. 831 would both 
incroaae and decrease receipts. Therefor~, it is subject to the 
pay-nn··you-90 requirement of OBRA 1990. CBO (acoordinq to 
Melimrn Sampson) is usin.g Joint Committee on Taxation (JCT) 
sccr:~n~r for H.R. 831. ~JC'r estimates H.R. 831 would increase 
rece'.Lpts by $10 tr..illion for the period 1995 throuqh 2 ooo. 

LEGISL~TIVE REFERENCE DIVISION 
02/15/95 -- 5:20 p.m. 
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WASHINGTON, D.C. 20503 
February 21, 1990 
(House) 

~;1~TEME?~T OF' ADMINISTRATION POLICY 
(THIS STATEMl!m HAS BBB."'i •:.'O<>aDINATBD BY OMB wrrH THB CONCll!RNBD AOBNCIBS.) 

~ 
H.1J~.1_j31 -- P@;:manentl~~xtend the Tax Deductibility for Health 

Insurance Coertg for Self-Employeg Individuals 
(Arctter (R) TX and 3 others) 

As E'tei.ted previously, the. Administration supports the primary 
purpe1s:e of H. R. 8 31 -- to· extend penanently the 2 ~ percent tax 
dedt:tc:tion for health irlsurance premiums for self-employed 
indi.vi.duals. 

The J.clministration oppc>aes one of the bill's offsets -- i.e., the 
outI"iC!rht repeal of the c'U.rrent tax treatment for the sale of 
radio and television broadcast facilities ~nd cable television 
sys1:~E1111s to minority-owned. businesses. The Administration has 
expressed its willinqness to wo~k with Con9ress to review what 
acticms are necessary to ensure proper use of the provision but 
contir1ues to oppose it&s C•utriqht repeal. 

The 1~clministration will work with the Congress to identify 
apprc>i;:•riate offsets to e)(:tend this important health insurance tax 
deduction. 

~or trig for Purposes of_E1ay-As-You-Go 

H.R. 831 would affect receipts; therefore, it is subject to the 
pay··as:-you-90 requirement of the Omnibus Budget Recon~iliation 
Act (C>BRA) Of 1990. 

The J~dministration' s pl::-eliminary scoring estimates of this bill 
are pr~sented in the table bel9w. ·Final soorinq of this 
legislation may deviate from these estimates. If H.R. 831 were 
enacted, final OMS scoring estimates would be published within 
f ivE~ clays of enactment,. as required by OBRA. The cumulative 
effE!c:t:s of all enacted legislation on direct spending and 
rec,~:~pts will be reported to Congress at the end of the 
con~p~E~ssional session, as required by OBRA. 
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fAY-i~-~QY-GO·ISi~MATI~ 
(Receipts in millions> 

!ill ll.ll llll 2000 1995-aooo 

-4:74 -516 -563 -613 -3,096 
+213 +220 +226 +233 +l,740 
+277 +295 +309 +332 +l,227 
+ 34 + 37 + 40 + 43 + 197 

+ 50 + 36 + 12 5 + 68 

SE Ta.:" =- 25 perceint tax deduction tor self-employed persons. 

FCC ... J~epeal of c:urrent tax treatment .on sale of broadcast 
facil:L 1:ies to minori ty-c>wned businesses. 

EI'l'C •• Modification cf ·the Earned Income Tax Credit. 

Other~ Chanqa in Section 1033 of the. Internal Revenue Code.) 

• • • * * * • 

62983;# 3 
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.LJ).g~ .... m~; Diatribut.a out1ia Bxocutiye Offi;e of the Prt•iOant> 

This pC>sition was develc:tpE~d by LRD (Pellicci) in consultation 
with l:.J~ (Lew/I<oniqsberg·), HP (Min/Miller), HR (Apfel/Cash), EP 
(Lyon),• TCJS (Edl.ey/Neihardt) / BASD (Balis), OIRA (Sunderhauf), 
anc1 ~:111! White House Off ice of Policy Development (Jennifer 
KlE!ir1) .. The Oepzilrtment:s of the Treasury (Karen Dorsey), Heal th 
and li1l1nan Services (KleJFiner)·, and Commerce (Barry Bird) and the· 
FCC: (P•~r Bob Peel<:) , and SBA (Rainnie oean) have no objection to 
the p:cc:>posed stat:ement. The Office of the White House Counsel, 
the l)·~partments c1f JustlcE:l! and Labor and the NEC and CEA did not 
ree1p1:>:n1i. 
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The T~M Reform Act of i;s6 {P.L. 99-514) provided a 2S percent 
ta>c de1:luction t'or heal th .insurance costs tor self-employed 
individuals. This deduction has been extended numerous times, 
most racently throuqh Deo~mber 31, 1993. Last year, the 
Administration proposed to extend the 25 percent tax deduction, 
followed by an incre·ase in the deduction to 100 percent, in the 
Health Security J~ct. Because health care reform was not enacted 
in 1994, the tax deduct:Lon was not extended. Accordinq to the 
Tr4aasury Departm~int, almost 3. 2 million self-·employed individuals 
would olaim the 25 percent deduction on their 1994 tax return·s if 
it were made available to them. 

Adin.in.!stration St.atem.eIJ~~ to Date on Issues in H.B. 83.1 

~geguction for self•:.filllployed indiviguals. On .January 27, 
19'35, Treasury A1ssistar.1·t:. Secretary for Tax :Policy Les Samuels 
ad.1::lressed this deduction in a statement submitted for the record 
to the House Way:s and Means Subcommittee on Health. The 
st.ate:ni.ent expressed the Administration's support for restoring 
and E:>:tending the tax ~!eduction for heAlth insurance premiums for 
self-·employec:l individuals. Assistant Secretary Samuels further 
stist.E:d. that the Administration would wo:;ok with congress "to find 
a w~.y to restore this cleduction without increasinq the Federal 
bud~re1t. daticit. 11 

~~J:lixtif icate_ prograllt1 f'or minority ownership C 11 S9ction 1071 
MnE!.lj~. On January 2.7th, Treasury Tax Legislative Counsel 
Kohl, in testimony befc)re the House Ways and Means subcommittee 
on OVE!rsiqht, reiterated the Administration's position on the 
SecU.cin 1071 benefits. He stated that the Administration would 
consider "whether a cap or other limitations on Section 1071 
benefits would be necessary and appropriate to tarqet more 
prec:iE~ely this tax provision to ita desired ohjeotive. 11 

tlit.6.m~LPtion of the Maj 1~1r Provisions o:C H. R. 831 

As r1!ported by the Hou::;e committee on Ways and Means on February 
14th, H.R. 831 would m.!!.ke permanent the 25 percent tax deduction 
fc1r h•~alth insur·ance e•:1sts for self-employed individuals. The 
bi.ll would be retroactive to tax year 1994. 
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To offset. the more than $3 billion loss in revenues a•sociated 
witl'l the tax deduc::tion, · 1i.R. 831 would repeal section 1071 of the 
Internal Revenue Code, which allows seller&& of FCC-licensed 
broadcast properties to defer taxes on gains realized in a sale 
to tninority ownership. In addition, H.R. 831 would put new 
restrictions on th~ Earned-Income Tax Credit (EITC) to exclude 
from receiving the credit taxpayers who have aqqregate interest 
and dividend income exce:1ading $3, 150. The tax credit would be .. 
phased down for taxpayer1:r. with aggraqate interest and dividend 
inc1~me between $2, 500 and $3, 150. The EITC provision is similar 
to 1:::me. proposed in tQ.e President's FY 1996 Budget. The 
President's Budget includ.ed a $2, 500 cutoff. 

Pay-~j~Xou-Go Scoring 

Accoi:·dinq to BASD (Stigile/Barth/Balis), H.R. 831 would both 
incre&se and decrease receipts. Therefore, it is subject to the 
pay-c?~E1-you-go requirement of OBRA 1990. CBO (according to 
Melie1e1a. Sampson) is using Joint Committee on Taxation (JCT) 
scoring for H.R. 831. JCT estimates H.R. 831 would increase 
receipts by $10 million for the period 1995 through 2000. 

LEGISLATIVE REFERENCE DIVISION 
02/15/95 -- 5:20 p.m. 


