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SUBJECT: Sel f - Enpl oyed Heal th Deduction Conformty/Phase-in of 100%

Assenbly Bill 1107 (Cedillo), as enacted on July 22, 1999, made the foll ow ng
changes to California | aw

Section 17273 of the Revenue and Taxati on Code was anended.

Exi sting federal |aw provides for a deduction in determ ning adjusted gross incone
(AG) of 60% (effective for 1999) of a self-enployed individual's cost for health
i nsurance. Federal |law also allows the deductible percentage to increase
increnentally to 100% begi nning in the year 2003. The percentage is increased as
foll ows:

1999 t hrough 2001 60%
2002 70%
2003 and thereafter 100%

Prior to the passage of this act, California | aw provi ded for a deduction of 40% of
a self-enployed individual’s cost for health insurance in determ ning AG .

This act conforns California lawto federal lawwith regard to the increnenta
phase-in of a 100% deduction for self-enployed health insurance costs.

This act is effective and operative for taxable years beginning on or after
January 1, 1999.

This act will not require any reports by the departnent to the Legi sl ature.

This act chaptered out AB 1289 (Ch. 117, Stats. 1999) (FTB LC 99-7). AB 1289
contai ned the identical provision
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