-----Original Message-----

From: Harry Hazen [mailto:haze3532@bellsouth.net] 

Sent: Sunday, March 27, 2005 5:43 PM

To: comments@taxreformpanel.gov

Subject: Health Insurance Cost for Un-employed and Retired

Sen. Connie Mack

I have once again, finally completed my tax settlement for 2004 and am again reminded of how the retired and unemployed are once again selected against. Were I to open a business, even a failing one, I could deduct my Health Insurance Cost under Adjusted Gross Income at line 31.  But the substantially increased monthly cost of Health Insurance carried over from my wife's previous employer at best can only be moved into the itemized deductions.  Unfortunately most retired folks are well past the mortgage interest and other large deductions which make this a path even worth reviewing.  But if we declared a home business, we would get both the standard deduction and the adjusted gross income credit for the cost of Health Insurance.  For ourselves it comes to around $10,000 per year, for others it can be even more.  We have to eat these cost in our tax liability. Many of the unemployed will find themselves in the same condition, especially if they have a "pre-existing condition" which mandates that they carry the COBRA to protect themselves at whatever cost.  Add to this the loss of income, the tax burden for insurance cost is double hurtful.  The seniors, not yet eligible for Medicare or Medicaid must carry the health insurance burden to protect themselves, since they by age are more susceptible to hospitalization needs.  It seems a simple thing to correct, and appears to be one of those items that selects against those most in need.  Perhaps you can look into this one for future generations

While in the what's wrong that bothers me, the IRA deduction is not available to unemployed or retired, since employment is a requirement. Therefore although I have income by way of Social Security and Investment Income (dividends and/or capital gains and interest), none of this will allow me to make an IRA contribution should I have sufficient positive cash flow to put some money aside for the future.  In essence Adjusted Gross Income line 25 on the 1040 is similarly not available to your Senior Citizens who have been moved out of the work force over recent years and moved into early retirement, or Seniors in retirement who have some positive cash flow to use for this purpose.

I haven't looked, but I would be willing to bet that Line 28, Health Savings Accounts is equally unavailable to retired persons living off savings, investments and social security.  But if not, why not?  Setting some aside today against tomorrow makes sense for the employed as well as the retired.

Hope you can address these issues that work against your retired tax payers. Since the money we have to pay for Insurance must be added to the gross income and works against them when calculating the Social Security Tax obligation.  Kind of a 'gotcha twice', may even have a lot to do with why many of them find they have to drop health insurance in the first place.

In the mean time, I will continue to pay unreasonable Health Insurance Cost, and my annual tax liability for assuring that I have sufficient gross income to pay the insurance company.  I will also continue to realize that the tax code feels that there is no reason to have our seniors set aside any positive cash flow for a 'rainy day' since they have outlived the employment income age in their lives.

Harry Hazen

haze3532@bellsouth.net <mailto:haze3532@bellsouth.net> 

