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MEMORANDUM SEP 2 5 2006

TO: Janice Mays and John Buckley
FROM: Thomas A. Barthold

SUBJECT: H.R. 6134, the “Health Opportunity Patient Empowerment Act of 2006”

This is in response to your memorandum of September 25, 2006, requesting revenue
estimates and other information regarding the provisions contained in H.R. 6134, the “Health
Opportunity Patient Empowerment Act of 2006.”

Section 2 of the H.R. 6134 would allow a one-time rollover of funds in a health
reimbursement arrangement (“HRA”) or a health flexible spending arrangement (“FSA”) to an
HSA. The provision is effective for contributions and distributions after the date of enactment,
in taxable years beginning before 2012. We estimate that approximately 10,000 individuals
would benefit from this provision in each of the years 2007 through 2011. We estimate that the
provision would have a negligible effect on insurance coverage and a negligible effect on the
number of individuals with HSAs.

Section 3 of the bill would repeal the limitation on HSA contributions that corresponds to
the annual deductible under the individual’s high-deductible health plan. Thus, the applicable
limits on HSA contributions would be the limits in present-law sections 223(b)(2)(A)(i1) for
single coverage and 223(b)(2)(B)(ii) for family coverage. The limits for taxable years beginning
in calendar year 2006 are $2,700 for single coverage and $5,450 for family coverage. The
provision would be effective for taxable years beginning after December 31, 2006. We estimate
that in calendar year 2016, there will be approximately 15 million individuals with HSAs.
Approximately 300,000 of these individuals would be new HSA account holders as a result of
the enactment of section 3 of the Chairman’s Substitute. However, almost all of these new
account holders would have been previously insured. A very small number would have been
previously uninsured. All individuals with HSAs will benefit from section 3 of the bill in the
sense that they will have the flexibility to make larger deductible HSA contributions. We do not
have year-by-year estimates of the number of individuals who would make HSA contributions in
excess of the present-law limits on such contributions after enactment of the bill.

Section 4 of the bill would provide that the cost-of-living adjustments for the HSA
provisions in the Internal Revenue Code would be computed earlier in the year (March in lieu of
August). The provision would be effective for the adjustments made for taxable years beginning
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after 2008. We estimate that this provision would have a negligible effect on insurance coverage
and the number of individuals with HSAs.

Section 5 of the bill would increase the HSA contribution limit for individuals who
become eligible individuals after the beginning of the calendar year. The provision would be
effective for taxable years beginning after December 31, 2006. We estimate that this provision
would have a negligible effect on insurance coverage and the number of individuals with HSAs.

Section 6 of the bill would allow a one-time rollover of funds in an individual retirement
arrangement (“IRA”) to an HSA. The provision would be effective for taxable years beginning
after December 31, 2006. We estimate that this provision would have a negligible effect on
insurance coverage and the number of individuals with HSAs.

The attached table provides revenue estimates for the provisions in H.R. 6134, with
separate estimates of the effects of each provision on income taxes and payroll (“FICA”) taxes.

Attachment: Table #06- 1 148
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