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EXECUTIVE OFFICE OF THE PRESIDENT
OFF(CE: OF MANAGEMENT AND BUOGET

WASHINGTON, 0.C. 20503
February 21, 1995

(House)

STATEMENT OF ADMINISTRATION POLICY

(THIS STATEMENT HAS BEEN COORDINATED BY OMB WITH THE CONCERNED AGENCIES.)

H.R._831 =- Permanently Extend the i 1t
Insurance Cost or f-Fmploved Individ 8
(Archer (R) TX and 3 others)

As stated previously, the Administration supports the primary
purpose of H.R. 831 -- to extend permanently the 25 percent tax
daduction for health insurance premiums for self-employed
individuals.

The Administration opposes ocne of the bill’s offsets -- i.e., the
outright repeal of the current tax treatment for the sale of
radio and television broadcast facilities and cable television
systems to minority-owned businesses. The Administration has
expraased its willingness to work with Congress to review what
actions are necessary to ensure proper use of the provision but
continues to oppose its outright repeal.

Tre Administration will work with the Congress to 1dentify
appropriate offeets to extend this 1mportant health insurance tax
deducizion, -

Scoring for Purposes of Pay-Ags=You=-Go

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

The Administration’s preliminary scoring estimates of this bill
are presented in the table below. ‘Final scoring of this
legislation may deviate from these estimates. If H.R. 831 were
enacted, final OMB sceocring astimates would be published within
five days of enactment, as required by OBRA, The cunulative
effects of all 2nacted legislation on direct spending and
receiptes will be reported to Congress at the end ¢f the
corgressional session, as required by OBRA.
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PAY=AS- =GO I 8

1995 1996 1997 1998 1999 2000 1995-2000
SE Tex =493 =437 ~474 ~516 -563 -613 -3,0986

FCC +399 +449 +213 +220 +226 +2313 +1,740
BITC - + 14  +277  +295  +309 +332 +1,227
Other + 12 + 31 4+ 34 + 37 4+ 40 + 43 + 197
Totals - B2 + 57 +5%50 +36 +12 = 5 + ' 68
(Note:

SE Tax = 25 percent tax deduction for self-employsd persons.

FCC = Repeal of current tax treatment .on sale of broadcast
facilities to minority-cwned busineases.

EITC = Modification of the Earﬁed Income Tax Cradit.

Other = Change in Section 1033 of tha Intarnal Revenue Code.)

k kX % k % %



SENT BY: 1 2=23=U5  4:145PM 2023954633~ 62983:% 4

(Do Mot Distribute Outside Pxecutive Office of the Presidant)

This position was develeoped by LRD (Pelliceci) in consultation
with LA (Lew/Konigsberg), HP (Min/Miller), HR (Apfel/Cash), EP
(Lyon), TCJS (Edley/Neihardt), BASD (Balis), OIRA (Sunderhauf),
and the White House Office of Policy Development (Jennifer
Klein). The Departments of the Treasury (XKaren Dorsey), Health
ancl Human Services (Klepner), and Commerce (Barry Bird) and the-
FCC (per Bob Peck), and SBA (Rainnie Dean) have no objection to
the proposed statement. The Office of the White House Counsel,
the Dapartments of Justice and Labor and the NEC and CEA did not
respond, _

‘Background

The Tax Reform Act of 1986 (P.L. 98=514) provided a 25 parcent
tax deduction for health insurance costs for self-employed
individuals. This deduction has been extended numerous times,
most rascently through Dacamber 31, 1593. Last year, the
Adminietration proposed to extend the 25 percent tax deduction,
follewed by an increase in the deduction to 100 percent, in the
Health Security Act. BRecause health care reform was not enactad
in 1994, the tax deduction was not extended. According to the
Treasury Department, almost 3.2 million self-employed individuals
would claim the 25 percent deduction on their 1994 tax returns if
it were made available to thenm.

Adnipistration Statements to Date on Issues in H.R. 831
Tax deduction for self-smploved individuals. On January 27,

1998, Treasury Assistant Secretary for Tax Policy Les S8amuels
addreesed this deduction in a statement submitted for the record
to the House Ways and Means Subcommittee on Health. The
statement expressed the Administration’s support for restoring
and extending the tax deduction for health insurance premiums for
galf-employed individuale., Assistant Secretary Samuels further
statec that the Administration would work with Congress “"to find
a way to restore this decduction without increasing the Federal
budget deficit.®

FCC qertificate program for minority ownership ("Section 10731
benafite"), . On January 27th, Treasury Tax Legislative Counsel
Kchl, in testimeny before the House Ways and Means Subcommittee
orn Oversight, reiterated the Administration’s pogition on the
Seci:ion 1071 benafits. He stated that the Adminietration would
conslder "whether a cap or other limitations on Section 1071
bencflts would be necessary and appropriate to target more
precisely this tax provision to its deaired objective,"

m;nm;m_mm:mw_m

As reported by the House Committee on Ways and Means on February
14th, H.R. 831 would makae permanent the 25 percent tax deduction
for health insurance costs for self-employed individuals, The
bill would be retroactive to tax year 1994.
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To offset the more than $3 billion lose in revenues aseoclated
with the tax deduction, H.R. 831 would repeal Section 1071 of the
Internal Revenue Code, which allows sellere of FCC-licensed
broacicast properties to defer taxes on gains realized in a sale
to mincrity ownership. In addition, H.R. 831 would put new
restrictions on the Earned~Income Tax Credit (EITC) to exclude
from receiving the credit taxpayers who have aggregate interest
and ¢ividend incoms exceeding $3,150. The tax credit would be -
phasec down for taxpayers with aggregate interest and dividend
incoma bhetween $2,500 and $3,150. The EITC provision is similar
to one proposed in the President’s FY 1996 Budget. The
President’s Budget included a $2,500 cutoff,

According to BASD (Stigile/Barth/Balis), H.R. 831 would both
increasie and decrease recaipts. Therefore, it is subject to the
pay-as-you=-go regquirement of OBRA 1990. CBO (according to
Melisssn Sampson) is using Joint Committee on Taxation (JCT)
scoring for H.R. 831. JCT estimatas H.R. 831 would increase
receipte by $10 million for the period 1995 through 2000.

LEGISLATIVE REFERENCE DIVISION
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Sen. Elc»b». Packwood (R~QR) Chairman

8snate Finance Committae

Rep. Rishard A. Gepherdt (D-MO}  Minerity Loader
Rep. Murold E, Pord (D-TN) {Minority Leader-designate)
Rep. William L. Clay (D-MO) . Ranking Member
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

Fgbruary 21, 1995
(Housa)

i

STATEMENT OF ADMINISTRATION POLICY

(THIS STATEMENT HAS BEEN COORDINATED BY OMB WITH THE CONCERNED AOBNCIES.)

"

H.R. 831 -- Permanently Extend the Tax Deductibility for Health
Insurance Cost -Enplove duals

(Archer (R) TX and 3 others)

As stzted previously, the Adminiatration supports the primary
purpose of H.R., 831 -- to extend permanently the 25 percent tax
deduction for health insurance premiums for self-smployed
individuale,

Tha Acdministration opposes one of the bill’s offsets -- 1.e., the
outricht repeal of the current tax treatment for the sale of
radic and television broadcast facilities and cable television
syst.ams to minority-owned businesses. The Administration has
expressed its willingness to work with Congress to review what
actions are necessari to ensure proper use of the provision but
continues to oppose its cutright repeal.

The hcministration will work with the Congress to identify
appropriate offsets to extend this important health insurance tax
deduction.

Scoring for Purposes of Pay-As-You-Go

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

The Acdministration’s preliminary scoring estimates of this bill
are presented in the table below. ‘Final scoring of this
legislation may deviate from these estimates. If H.R. 831 were
enacted, final OMB scoring estimates would be published within
five days of enactment, as required by OBRA. The cunulative
effect.s of all enacted legislation on direct spending and
receipts will be reported to Congress at the end of the
congressional session, as required by OBRA.
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{Receipts in millions)
1995 1996 1597 1998 1999 2000 1995-2000
SE Tax ~493 =437 =474 ~516 -563 -613 -3,096
FCC +399 +449 +213 +220 +226 +233 +1,740
EITC -- + 14 4277 4295  +309 +332 +1,227
Othalr + 12 + 31 + 34 + 37 + 40 + 43 + 197

Totals - 82 + 57 + 50 + 36 +12 - 5 + 68

(Note:
SE Tax = 25 percent tax deduction for self-employed persons.

FCC = Repeal of current tax treatment .on sale of broadcast
facilities to minority-owned businesses.

EITC = Modification of the Earned Income Tax Credit.

Other = Change in Saction 1033 of the Internal Revenue Cecda.)
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{Dc Nofk: Distribute outside Executive Office of the Pramident)

This positicn was developed by LRD (Pelliceci) in consultation
with LA (Lew/Konigsberg), HP (Min/Miller), HR (Apfel/Cash), EP
(Lyon), TCJS (Edley/Neihardt), BASD (Balis), OIRA (Sunderhauf),
anc¢ the White House Office of Policy Development (Jennifer
Klein). The Departments of the Treasury (Karen Dorsey), Health
and Muman Services (Klepner), and Commerce (Barry Bird) and the
FCC (per Bob Peck), and SBA (Rainnie Dean) have no okjection to
the proposed statement. The Office of the White House Counsel,
the Dzpartments of Justice and Labor and the NEC and CEA did not

reapond.

Background

The Tax Reform Act of 1986 (P.L. 99-514) provided a 25 percent
tax dsduction for health insurance costs for self-employed
individuals. This deduction has been extended numerous times,
most racently through December 31, 1993. Last year, the
Administration proposed to extend the 25 percent tax deduction,
followed by an increase in the deduction to 100 percent, in the
Health Security Act. Because health care reform was not enacted
in 1994, the tax deduction was not extended. According to the
Treasury Departmaent, almost 3.2 million self-employed individuals
would olaim the 25 percent deduction on their 1994 tax returns if
it were made avallable to them.

Administration Statements to Date on Tssues in H.R. 831
Iax deduction for self-emploved individuale. On January 27,

1935, Treasury Assistant Secretary for Tax Policy Les Samuels
addressed this deduction in a statement submitted for the record
to the House Ways and Means Subcommittes on Health. The
gstaterent expressed the Administration’s support for restoring
and extending the tax deduction for health insurance premiums for
self-employed individuals. Assistant Secretary Samuels further
stated that the Administration would work with Congress "to find
a way to restore thies deduction without increasing the Federal
budeget deficit."

FCC certificate program for ity ow ' "

benefjts"). On January 27th, Treasury Tax Legislative Counsel
Kohl, in testimony before the House Ways and Means Subcommittee
on Cversight, reiterated the Administration’s position on the
Sect.ion 1071 benefits. He stated that the Administration would
conglcer "whether a cap or other limitations on Section 1071
benefits would be necCessary and appropriate to target more
precisely this tax provision to its desired objective."

Description of the Majer Provisions yions of H.R, 831

As reported by the House Committes on Ways and Means on February
14th, H.R. 831 would make permanent the 25 percent tax deduction
for health insurance costs for self-employed individuals. The
bill would be retroactive to tax year 1994.
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To offsat. the more than $3 billion loss in revenues assoclated
with the tax deducticn, H.R. 831 would repeal Section 1071 of the
Intarnal Revenue Cede, which allows gellers of FCC-licensed
broadcast propertiee to defer taxes on gaine realized in a sale
to minority ownership. In addition, H.R. 831 would put new
restrictions on the Earnad-Income Tax Credit (EITC) to exclude
from receivin? the credit taxpayers who have aggregate interest
and dividend income exceesding $3,150. The tax credit would be -
phased down for taxpayers with aggregate interest and dividend
income between $2,500 and $3,150. The EITC provision is similar
to one proposed in the President’s FY 1996 Budget. The
President’s Budget included a $2,500 cutoff.

Pay=-2s-You=-Go Scoring

Accorcing to BASD (Stigile/Barth/Balis), H.R, 831 would both
incresse and decrease receipts. Therefore, it is subject to the
pay-zs~you-go requirement of CBRA 1990. CBO (according to
Melissa Sampson) is using Jeint Committee on Taxation (JCT)
gcoring for H.R. 831. JCT estimates H.R. 831 would increase
receipte by $10 million for the period 1995 through 2000.

LEGISLATIVE REFERENCE DIVISION
02/15/95 ~= 5:20 p.m,



