
ENATE 1509

By Ms. Pollard, a petition (accompanied by bill, Senate, No. 1509) of
Sharon M. Pollard and Nicholas J. Costello for legislation to provide for a
family savings for education act. Taxation.

In the Year One Thousand Nine Hundred and Eighty-one.

An Act providing for a family savings for education act.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:

1 Section 1. The General Laws are hereby amended by in-
-2 serting after Chapter 62C the followingchapter:

4 THE FAMILY SAVINGS FOR EDUCATION ACT
5 Section 1. Definitions. For the purposes of this act, the
6 term
7 (1) “Education savings account” means a trust created or
8 organized in this state exclusively for the purpose of paying
9 the educational expenses of a child of the taxpayer, but only

10 if the written government instrument creating the trust meets
11 the following requirements:
12 A. No contribution will be accepted unless it is in cash, and
13 contributions will not be accepted for the taxable year in ex-
-14 cess of $2,500 for an individual.
15 B. The trustee is a bank or another person who demon-
-16 strates to the satisfaction of the Secretary of State that the
17 manner in which that person will administer the trust will
18 be consistent with the requirements of this act.
19 C. No part of the trust funds will be invested in life insur-
-20 ance contracts.
21 D. The interest of an individual and the balance in his ac-
-22 count is nonforfeitable.
23 E. The assets of the trust will not be commingled with other
24 property except in a common trust fund or common invest-
-25 ment fund.
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26 (2) “Child” means any natural or adopted son, daughter,
27 stepson, or stepdaughter of the taxpayer who has not yet at-
-28 tained the age of twenty-two.
29 (3) “Educational expenses” means tuition and fees required
30 for the enrollment or attendance of a student at an eligible
31 educational institution, and books, fees, supplies and equip-
-32 ment required for courses of instruction at an eligible educa-
-33 tional institution. “Educational expenses” also refers to room
34 and board, transportation, required clothing and other edu-
-35 cation-related expenditures.

36 (4) “Eligible educational institution” means an institution
37 of elementary, secondary, higher and vocational-technical edu-
-38 cation.
39 Section 2. In the case of an individual, there is allowed as a
40 deduction from state income taxes the amount paid in cash
41 during the taxable year by such individual to an education
42 savings account.
43 Section 3. The amount allowable as a deduction under Sec-
-44 tion 3 to an individual for any taxable year may not exceed
45 82,500 for each education savings account. The maximum de-
-46 duction allowable to any taxpayer with respect to any educa-
-47 tion savings account to which contributions are made during
48 the same calendar year by more than one taxpayer shall be
49 that amount which bears the same ratio to $2,500 as the
50 amount paid by that taxpayer to the account bears to the sum
51 of the amount paid to the account by all taxpayers during that
52 calendar year.
53 Section 4- For purposes of this act, a taxpayer shall be
54 deemed to have made a contribution on the last day of the
55 preceding taxable year if the contribution is made on account
56 of such taxable year and is made not later than the time pre-
-57 scribed by law for filing the return for such taxable year (in-
-58 eluding extensions thereof).
59 Section 5. Any amount paid or distributed out of an edu-
-60 cation savings account shall be included in gross income by the
61 payee or distributee for the taxable year in which the pay-
-62 ment or distribution is received, unless such amount is used
63 exclusively to pay the educational expenses incurred by the
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64 individual for whose benefit the account is established. The
65 basis of any person in such an account is zero.
66 Section 6. A. If, during any taxable year of the individual
67 who establishes an education savings account, that individual
68 engages in any prohibited transaction of the State Revenue
69 and Tax Code, with respect to the account, the account ceases
70 to be an education savings account as of the first day of that
71 taxable year.71

B. In any case in which any account ceases to be an edu-72
73 cation savings account by reason of subsection A. on the first
74 day of any taxable year, Section 5 applies as if there were a
75 distribution on such first day in an amount equal to the fair
76 market value (on such first day) of all assets in the account
77 (on such first day).

78 C. If, during any taxable year, the individual for whose
79 benefit an education savings account is established uses the
80 account or any portion thereof as security for a loan, the por-
81 tion so used is treated as distributed to that individual.
82 Section 7. A. If a distribution from an education savings ac-
83 count is made, and not used in connection with the payment of
84 educational expenses of the individual for whose benefit the
85 account was established, the tax liability of such individual for
86 the taxable year in which such distribution is received shall be
87 increased by an amount equal to 10 percent of the amount of
88 the distribution which is includable in his gross income for
89 such taxable year.

90 B. If an amount is includable in the gross income of an in-
91 dividual for a taxable year under Section 6, his tax for such
92 taxable year shall be increased by an amount equal to 10 per-
93 cent of such amount required to be included in his gross in-
94 come.
95 C. Subsections A. and B. do not apply if the payment or
96 distribution is attributable to the taxpayer becoming disabled
97 to such an extent as to preclude his use of the proceeds of the
98 education savings account in a manner consistent with the
99 provisions of this act.

100 Section 8. This act shall be applied without regard to any
101 community property laws.
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Section 9. For the purposes of this act, a custodial account
shall be treated as a trust if the assets of such account are
held by a bank or another person who demonstrates to the
satisfaction of the Secretary, that the manner in which he will
be consistent with the requirements of this act, and if the cus-
todial account would, except for the fact that it is not a trust,
constitute an education savings account described in Section
1. For purposes of this act in the case of a custodial account
treated as a trust by reason of the preceding sentence, the
custodian of such account shall be treated as the trustee
thereof.
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Section 10. The trustee of an education savings account
shall make such reports regarding such accounts to the Sec-
retary of State and to the individual for whose benefit the ac-
count is maintained with respect to contribution, distribu-
tions, and such other matters as the Secretary may require
under regulations. The reports required by this section shall
be filed at such time and in such manner and furnished to such
individuals at such time and in such manner as may be re-
quired by those regulations.
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Section 11. No contribution made to an education savings
account in accordance with the provisions of this act shall
be taxable as a gift under the provisions of the State Revenue
and Tax Code.
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Section 12. The person required by this act to file a report
regarding an education savings account at the time and in the
manner required by such section shall pay a penalty of $lO
for each failure unless it is shown that such failure is due to
reasonable cause.
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Section 2. This act shall take effect on January 1, nineteen
hundred and eighty-two.

1
9


