 From Republicans on the House Ways & Means Cmte:

Top Ten Tax Increases Included In H.R. 3962     
[image: image1.jpg]1. SMALL BUSINESS SURTAX (Sec. 551, p. 336) $460.5 BILLION

2. EMPLOYER MANDATE TAX® (Secs. 511-512, p. 308) $135.0 BILLION
3. INDIVIDUAL MANDATE TAX" (Sec. 501, p. 296). $33.0 BILLION
4. MEDICAL DEVICE TAX® (Sec. 552, p. 339). $20 0BILLION
5. $2,500 ANNUAL CAP ON FSAs* (Sec. 532, p. 325) $133 BILLION

6. PROHIBITION ON PRE-TAX PURCHASES OF
OVER-THE-COUNTER DRUGS THROUGH
HSAs, FSAs, AND HRAS (Sec. 531, p. 324) $5.0BILLION

7. TAXON HEALTH INSURANGE POLICIES
TO FUND COMPARATIVE EFFECTIVENESS
RESEARCH TRUST FUND* (Sec. 1802, p. 1162) $2.0 BILLION

8. 20%PENALTY ON CERTAIN
HSADISTRIBUTIONS * (Sec. 533, p. 326). $1.3BILLION

9. OTHER TAX HIKES AND INCREASED
COMPLIANGE COSTS ON U.S. JOB CREATORS. $56.4BILLION
> IRS reporting on payments to certain businesses
(Sec. 553, p. 344) $17.1 BILLION
> Delay implementation of worldwide interest allocation rules
(Sec. 554, p. 345) $26.1 BILLION
> Override US. treaties on certain payments by “insourcing” businesses
(Sec. 561, p. 346) $7.5 BILLION
> Codify economic substance doctrine and impose penalties
(Sec. 562, p. 349) $5.7 BILLION

10. OTHER REVENUE-RAISING PROVISIONS. $3.0BILLION
TOTAL TAX INCREASES.. ...$729.5 BILLION

“[Violates President Obama’s pledge to avoid tax increases on Americans earning less than $250,000]




 
Sources:  Joint Committee on Taxation, Congressional Budget Office
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The House’s main revenue source for its health care bill is not indexed for inflation, meaning that more and more people each year would face a tax that is being sold as a levy on millionaires.
 
It’s a significant change in approach that will help align revenues and costs in the latest version of the bill, but it will invite criticism and comparisons to the alternative minimum tax, which has affected far more people than it was supposed to.
 
Starting in 2011, the House bill (HR 3962) would impose a 5.4 percent surtax on adjusted gross income above $500,000 for individuals and $1 million for married couples. Because some Democrats expressed concern about the potential effect on small businesses that pay through the individual side of the tax code, the party’s leadership scrapped an earlier plan that would have imposed a smaller surtax on individuals making more than $280,000 and married couples earning above $350,000.
 
However, the earlier version (HR 3200) included annual inflation adjustments designed to make sure that the tax’s reach did not grow as nominal incomes rose each year. The lack of such adjustments in the alternative minimum tax (AMT), which was originally designed to affect only the wealthiest Americans, forces Congress to routinely pass “patches” to prevent the tax from hitting tens of millions with more moderate incomes.
 
The new version of the surtax would raise $460.5 billion over 10 years, compared with the $543.9 billion in the previous version.
 
The Senate Finance Committee’s health care bill (S 1796) also includes a core revenue provision that will gradually ensnare more people because of how it is adjusted annually. The committee’s proposed excise tax on high-cost health insurance plans includes thresholds that are indexed for inflation, but at a slower rate than health care costs have been growing in recent years. That approach is part of a strategy to force behavioral changes in the way that companies compensate employees, by equalizing the tax treatment of wages and health care.
 
The lack of an inflation provision in the House is different, because it is unrelated to the health care costs that Democrats are trying to contain. Instead, the biggest result of the change would cause revenue from the provision to grow much faster than revenue from the rest of the tax code.
 
In the old version of the House bill, for example, the amount of revenue collected by the tax was projected to rise by 5.1 percent from 2018 to 2019, the final year in the budget window. But in the new version, according to the Joint Committee on Taxation, that increase is 6.2 percent. That change helps the bill’s revenues stay in line with medical costs, which typically rise faster than normal inflation.
 
Congressional Budget Office Director Douglas Elmendorf warned in July that the original House bill had costs that would grow much faster than revenues at the end of the budget window, a problem that was quickly seen as a flaw in the legislation.
 
House Democrats downplayed the lack of indexing. Joe Courtney, D-Conn., who has led the fight against the excise tax, noted that just 0.3 percent of taxpayers would face the surcharge. Even without an inflation adjustment, he said, that would go “from microscopic to infinitesimal.”
 
Ways and Means member Joseph Crowley, D-N.Y., said it would take many years for the lack of indexing to become a problem. “It may be something we’ll have to look at in the future,” he said. 
 
Charles B. Rangel, D-N.Y., who has spent his time as Ways and Means chairman trying to eliminate the AMT, smiled when asked if he was creating another one.
 
“We have to work out a lot of things,” he said.
 
Medical Device Tax
 
The new bill picks up a version of a Senate Finance Committee provision that would impose an excise tax on medical devices. The House bill would impose a 2.5 percent tax on the sale price, whereas the Senate bill (S 1796) creates a fee on the industry totaling $4 billion a year. The House tax would raise $20 billion over 10 years and would generally not apply to medical devices purchased by the general public at retail stores. 
 
The House also is including a Senate Finance provision that requires businesses to report certain payments they make to corporations, for purposes of improving tax compliance. Both versions would raise $17.1 billion over 10 years.
 
The House bill still includes a nine-year delay in multinational companies’ flexibility to allocate their interest expenses across several countries. That provision, which generates $26.1 billion, could pose a problem, since Senate negotiators have been intending to use that money to pay for an extension and expansion of the first-time home buyer tax credit and an expansion of companies ability to use current losses to offset past profits for tax purposes (PL 111-5). If and when that revenue-raiser becomes law, the money would be unavailable for the health bill.
 
Unlike the Senate Finance bill, the House bill relies on several revenue-raising provisions that are not directly related to health care. For example, it would raise $5.7 billion by codifying the judicial “economic substance” doctrine that governs questionable transactions made solely for tax purposes. It would also impose new restrictions designed to prevent foreign-owned companies from taking too much advantage of tax treaties, and JCT scores that change as raising $7.5 billion.
 
