
HOUSE No. 4028
By Mr. Casey of Winchester, petition of Paul C. Casey for legisla-

tion to provide for medical care savings accounts and providing an
income tax credit for such accounts. Taxation.

In the Year One Thousand Nine Hundred and Ninety-Five.

An Act providing for medical care savings accounts.

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. Chapter 62 of the General Laws is hereby
2 amended by inserting after section 6G the following section:
3 Section 6H. (1) For the nineteen hundred and ninety-five tax-
-4 able year and each tax year thereafter, a taxpayer, other than a res-
-5 ident estate or trust, may credit against the tax imposed by this
6 chapter an amount equal to three and three-tenths percent of the
7 amount contributed in the tax year by the taxpayer or on behalf of
8 the taxpayer to a medical care savings account to the extent that
9 the contribution is accepted by an account administrator pursuant

10 to the provisions of chapter one hundred and seventy-six L.
11 (2) The credit under this section shall not be taken unless the
12 taxpayer who establishes a medical care savings account or on
13 whose behalf a medical care savings account is established is not
14 covered by any health coverage policy, certificate, or contract or
15 self-funded plan other than a qualified higher deductible health
16 plan purchased pursuant to the provisions of chapter one hundred
17 and seventy-six L.
18 (3) If the taxpayer files a joint return, each joint filer may take
19 the credit under this section if he or she meets the restriction
20 under subsection (2). If the taxpayer is married and files a single
21 return or is not married, the taxpayer may take the credit under
22 this section if he or she meets the restriction under subsection (2).
23 (4) A taxpayer shall deduct from the amount of a contribution
24 used to calculate the credit under this section the following
25 amounts:
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9 “Account administrator”:
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26 (a) Any amount that the taxpayer withdraws in the tax year for
27 a purpose other than one of the following;
28 (i) A purpose for which those funds may be utilized as
29 described in subsection 3 of section four of chapter one hundred
30 and seventy-six L.
31 (ii) A distribution or transfer pursuant to subsection (3) or (5)
32 of section five of chapter one hundred and seventy-six L.
33 (b) Any amount that the taxpayer withdraws in the tax year,
34 other than an amount pursuant to subdivision (a) (i) or (ii), at any
35 time other than the last business day of the account administra-
-36 tor’s business year.
37 (5) If the amount of the credit exceeds the tax liability of the
38 taxpayer for the tax year, that portion of the credit that exceeds the
39 tax liability shall not be refunded.
40 (6) The credit under this section shall not be taken by a tax-
-41 payer in the tax year in which a federal income tax deduction or
42 credit becomes available for contributions to a medical care sav-
-43 ings account or any similar federal program or in any subsequent
44 year.
45 (7) As used in this section, “account administrator” and “med-
-46 ical care savings account” means those terms as defined in chapter
47 one hundred and seventy-six L.

1 SECTION 2. The General Laws are hereby amended by
2 inserting after chapter 176K the following chapter:

5 Section 1. This chapter shall be known and may be cited as the
6 Medical Care Savings Account Act.
7 Section 2. As used in this chapter the following terms shall
8 have the following meanings;

10 a bank as defined in section one of chapter one hundred and
11 sixty-seven;
12 an insurance company as defined in section one of chapter one
13 hundred and seventy-five;
14 a broker-dealer registered under chapter one hundred and ten A,
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15 a certified public accountant licensed under chapter one
16 hundred and twelve;
17 an employer if the employer has a self-insured health plan
18 under ERISA;
19 an employer that participates in the medical care savings
20 account program.
21 “Account holder” means the resident individual who estab-
-22 lishes a medical care savings account or for whose benefit a med-
-23 ical care savings account is established.
24 “Deductible” means the total deductible for an employee or
25 account holder and all the dependents of that employee or account
26 holder for a calendar year.
27 “Dependent” means the spouse of the employee or account
28 holder or a child of the employee or account holder if the child is
29 any of the following:
30 under 23 years of age and enrolled as a full-time student at an
31 accredited college or university or under nineteen years of age;
32 legally entitled to the provision of proper or necessary sub-
-33 sistence, education, medical care, or other care necessary for his
34 or her health, guidance, or well-being and not otherwise emanci-
-35 pated, self-supporting, married, or a member of the armed forces
36 of the United States;
37 mentally or physically incapacitated to the extent that he or she
38 is not self-sufficient.
39 “Domicile” means a place where an individual has his or her
40 true, fixed, and permanent home and principal establishment, to
41 which, whenever absent, he or she intends to return. Domicile
42 continues until another permanent home or principal establish-
-43 ment is established.
44 “Eligible medical expense” means an expense paid by the tax-
-45 payer for medical care described in section 213(d) of the internal
46 revenue code.
47 “Employee” means the individual for whose benefit or for the
48 benefit of whose dependents a medical care savings account is
49 established. Employee includes a self-employed individual.
50 “ERISA” means the employer retirement income security act
51 of 1974, Public Law 93-406,88 Stat. 829.
52 “Higher deductible” means a deductible of not less than one
53 thousand and not more than three thousand dollars for the year



4 [JanuaryHOUSE No. 4028

54 nineteen hundred and ninety-five. This minimum and maximum
55 shall be adjusted annually by the commissioner of insurance to
56 reflect increases in the general price level as shown by the United
57 States Consumer Price Index.
58 “Medical care savings account” or “account” means an account
59 established in this state pursuant to a medical care savings account
60 program to pay the eligible medical expenses of an employee or
61 account holder and the dependents of the employee or account
62 holder.
63 “Medical care savings account program” or “program” means
64 one of the following programs:
65 A program established by an employer that previously provided
66 a health coverage policy, certificate, or contract or self-insured
67 health plan that includes all of the following:
68 the purchase by an employer of a qualified higher deductible
69 health plan for the benefit of an employee and his or her depen-
-70 dents; ■
71 the contribution on behalf of an employee into a medical care
72 savings account by his or her employer of all or part of the pre-
-73 mium differential realized by the employer based on the purchase
74 of a qualified higher deductible health plan for the benefit of the
75 employee but not less than one thousand dollars. The employee
76 may contribute into the account in addition to a contribution by
77 the employer all or part of the difference between the employer’s
78 contribution and the maximum contribution as determined pur-
-79 suant to this sub-subparagraph. A contribution under this sub-sub-
-80 paragraph shall not exceed three thousand dollars for nineteen
81 hundred and ninety-five. For each year after nineteen hundred and
82 ninety-five the maximum shall be adjusted by the commissioner
83 of insurance to reflect increases in the general price level as
84 shown by the United States Consumer Price Index.
85 A program established by an employer that did not previously
86 provide a health coverage policy, certificate, or contract or self-
-87 insured health plan that includes all of the following:
88 the purchase by an employer of a qualified higher deductible
89 health plan for the benefit of an employee and his or her
90 dependents;
91 the contribution on behalf of an employee into a medical care
92 savings account by his or her employer of all or part of the
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93 deductible of the plan purchased pursuant to the subparagraph
94 preceding the preceding subparagraph. The employee may con-
95 tribute into the account in addition to a contribution by the
96 employer all or part of the difference between the employer’s
97 contribution and the maximum contribution as determined pur-
98 suant to this sub-subparagraph. A contribution under this sub-sub-
99 paragraph shall not exceed three thousand dollars for nineteen

100 hundred and ninety-five. For each year after nineteen hundred and
101 ninety-five the maximum shall be adjusted by the commissioner
102 of insurance to reflect increases in the general price level as
103 shown by the United States Consumer Price Index.
104 A program established by an account holder that includes all of
105 the following:
106 the purchase by the account holder of a qualified higher
107 deductible health plan for the benefit of the account holder and
108 his or her dependents;
109 a contribution by the account holder not to exceed three thou-
110 sand dollars for nineteen hundred and ninety-five into a medical
111 care savings account. For each year of after nineteen hundred and
112 ninety-five, the maximum shall be adjusted by the commissioner
113 of insurance to reflect increases in the general price level as
114 shown by the United States Consumer Price Index.
115 “Qualified higher deductible health plan” means a health cov-
116 erage policy, certificate, or contract or health plan that provides
117 for payments for covered benefits that exceed the higher
118 deductible and that is purchased or established by an account
119 holder or by an employer for the benefit of an account holder or
120 employee for whom the account holder or employer makes
121 deposits into a medical care savings account.
122 Section 3. (1) For tax years beginning after nineteen hundred
123 and ninety-four, both of the following apply:
124 (a) An employer, except as otherwise provided by statute, con-
125 tract, or a collective bargaining agreement, may offer a medical
126 care savings account program to the employer’s employees.
127 (b) A resident individual may establish a medical care savings
128 account program for himself or herself or for his or her depen-
129 dents
130 (2) Before making any contributions, an employer that offers a
131 medical care savings account program shall inform all employees
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in writing of the state and federal tax status of contributions made
pursuant to this act.

132
133
134 (3) Upon agreement between an employer and account holder,

an account holder may have his or her employer contribute either
to the account holder’s medical care savings account or continue
to make contributions under the employer’s existing health insur-
ance policy or program.

135
136
137
138

Section 4. (1) An account administrator shall administer the
medical care savings account from which the payment of claims is
made and has a fiduciary duty to the person for whose benefit the
account administrator administers an account.

139
140
141
142

(2) Not more than thirty days after an account administrator
begins to administer an account, the account administrator shall
notify in writing each employee and account holder on whose
behalf the account administrator administers an account of the
date of the last business day of the account administrator’s
business year.

143
144
145
146
147
148

(3) The account administrator shall utilize the funds held in a
medical care savings account solely for the purpose of paying the
eligible medical expenses of the employee or account holder or
his or her dependents or to purchase a health coverage policy, cer-
tificate, or contract. Funds held in a medical care savings account
shall not be used to pay medical expenses of the employee or
account holder or his or her dependents that are otherwise reim-
bursable including but not limited to medical expenses payable
pursuant to an automobile insurance policy, worker’s compensa-
tion insurance policy or self-insured plan, or another health cov-
erage policy, certificate, or contract.

149
150
151
152
153
154
155
156
157
158
159

(4) The employee or account holder may submit documentation
of medical expenses paid by the employee or account holder in the
tax year to the account administrator, and the account adminis-
trator shall reimburse the employee or account holder from the
employee’s or account holder’s account for eligible medical

160
161
162
163
164
165 expenses.

(5) If an employer makes contributions to a medical care sav-

ings account program on a periodic installment basis, the
employer may advance to an employee, interest free, an amount
necessary to cover medical expenses incurred that exceed the
amount in the employee’s medical care savings account at the

166
167
168
169
170
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time the expense is incurred if the employee agrees to repay the
advance from future installments or when he or she ceases to be
an employee of the employer.

171
172
173

Section 5. (1) An employee or account holder may withdraw
money from his or her medical care savings account for any pur-
pose other than a purpose described in section 4 (3) only on the
last business day of the account administrator’s business year.

174
175
176
177

(2) Subject to subsection (3), if the employee or account holder
withdraws money for any purpose other than a purpose described
in section 4, (3) at any time other than the last business day of the
account administrator, the administrator shall withhold from the
amount of the withdrawal and on behalf of the employee or
account holder shall pay a penalty to the department of treasury
equal to ten percent of the amount of the withdrawal.

178
179
180
181
182
183
184

(3) The amount of a disbursement of any assets of a medical
care savings account pursuant to a filing for protection under
title 11 of the United States Code, 11 U.S.C. 101 to 1330 by an
employee, account holder, or person for whose benefit the
account was established is not considered a withdrawal for pur-
poses of this section.

185
186
187
188
189
190

(4) Upon the death of the employee or account holder, the
account administrator shall distribute the principal and accumu-
lated interest of the medical care savings account to the estate of
the employee or account holder.

191
192
193
194

(5) If an employee is no longer employed by an employer that
participates in a medical care savings account program and the
employee, not more than sixty days after his or her final day of
employment, transfers the account to a new account administrator
or requests in writing to the former employer’s account adminis-
trator that the account remain with that administrator and that
account administrator agrees to retain the account, the money in
the medical care savings account may be utilized for the benefit
of the employee or his or her dependents subject to this act and is
included for purposes of calculating the credit under section six H
of chapter sixty-two. Not more than thirty days after the expira-
tion of the sixty days if an account administrator has not accepted
the former employee’s account, the employer shall make a check
to the former employee at the employee’s last known address
equal to the amount in the account on that day. If an employee

195
196
197
198
199
200
201
202
203
204
205
206
207
208
209
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210
211
212
213
214
215
216

becomes employed with a different employer that participates in a
medical care savings account program, the employee may transfer
his or her medical care savings account to that new employer’s
account administrator. If an account holder becomes an employee
of an employer that participates in the medical care savings
account program, the account holder may transfer his or her
account to the employer’s account administrator.
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