
Medical Savings Accounts 
Announcement 97–79

Purpose

Sections 220(i) and (j) of the Internal
Revenue Code provide that if the number
of medical savings accounts (MSAs) es-
tablished as of April 30, 1997, exceeds
375,000, then September 1, 1997, is a
“ c u t - o ff” date for the MSA pilot project.
The Internal Revenue Service has deter-
mined that the applicable number of
MSAs established as of April 30, 1997, is
7,383.  Consequently, September 1, 1997
is not a “cut-off” date for the MSA p i l o t
project.  A second determination of
whether 1997 will be a cut-off year, based
on whether the number of MSAs estab-
lished as  of June 30, 1997 exceeds
525,000, will be made by October 1, 1997.
See section 220(j)(1)(B) of the Code.  

Background

The Health Insurance Portability and
Accountability Act of 1996 added section
220 to the Code to permit eligible individ-
uals to establish MSAs under a pilot pro-
ject effective January 1, 1997.  The pilot
project has a scheduled “cut-off” year of
2000, but may have an earlier “cut-off ”
year if the number of individuals who
have established MSAs exceeds certain
numerical limitations.  See sections 220(i)
and (j).  

If a year is a “cut-off” year, section
220(i)(1) generally provides that no indi-
vidual will be eligible for a deduction or
exclusion for MSA contributions for any
taxable year beginning after the cut-off
year unless the individual (A) was an ac-
tive MSA participant for any taxable year
ending on or before the close of the cut-
o ff year, or (B) first became an active
MSAparticipant for a taxable year ending
after the cut-off year by reason of cover-
age under a high deductible health plan of
an MSA-participating employer.  

Section 220(j)(1) provides that the nu-
merical limitation for 1997 is exceeded if
the number of MSAs established as of
April 30, 1997, is more than 375,000, or if
the number of MSAs established as of
June 30, 1997, is more than 525,000.
Under section 220(j)(3), in determining
whether any calendar year is a cut-off

y e a r, the MSA of any previously unin-
sured individual is not taken into account.
In addition, section 220(j)(4)(D) specifies
that, to the extent practical, all MSAs es-
tablished by an individual are aggregated
and two married individuals opening sep-
arate MSAs are to be treated as having a
single MSA for purposes of determining
the number of MSAs.

Based on Forms 8851 provided by
MSA trustees and custodians, it has been
determined that 9,720 taxpayers have es-
tablished MSAs as of April 30, 1997.  Of
this total, 1,787 taxpayers were reported
as previously uninsured, and are therefore
not taken into account in determining
whether 1997 is a cut-off year.  In addi-
tion, 550 taxpayers were reported as ex-
cludable from the count because their
spouse also established an MSA.  Accord-
i n g l y, because the applicable number of
MSAs established as of April 30, 1997,
7,383 (9,720 minus (1,787 plus 550)) is
less than 375,000, 1997 is not a cut-off
year for the MSA pilot project.  The Ser-
vice intends to publish another announce-
ment, not later than October 1, 1997, con-
cerning whether 1997 is a cut-off year
based on the number of MSAs established
as of June 30, 1997.

Questions regarding this announcement
may be directed to Felix Zech in the Of-
fice of Associate Chief Counsel (Em-
ployee Benefits and Exempt Org a n i z a-
tions) at (202) 622-4606 (not a toll free
number).

Foundations Status of Certain
Organizations
Announcement 97–85

The following organizations have
failed to establish or have been unable to
maintain their status as public charities or
as operating foundations. A c c o r d i n g l y,
grantors and contributors may not, after
this date, rely on previous rulings or des-
ignations in the Cumulative List of Orga-
nizations (Publication 78), or on the pre-
sumption arising from the filing of notices
under section 508(b) of the Code. T h i s
listing does not indicate that the organiza-
tions have lost their status as org a n i z a-
tions described in section 501(c)(3), eligi-
ble to receive deductible contributions.

Former Public Charities. The follow-
ing organizations (which have been
treated as organizations that are not pri-
vate foundations described in section
509(a) of the Code) are now classified as
private foundations:
Advanced Communications Te c h n o l o g y

Training Youth Inc., Chelsea, MA
All Pakistan Womens Association, Inc.,

New York, NY
Back Bay Lacrosse, Inc., Portland, ME
Boy Scouts of America Troop 73 BSA,

Hillsboro, NH
Broadway Fillmore Area Council, Inc.,

B u ffalo, NY
Brockton City Arts, Inc., Brockton, MA
Budget Counseling and Education Centers

of North Carolina, Inc., Richmond, VA
Butler County Crime Stoppers Inc., 

David City, NE
California Book Exchange and Recyclery,

Rancho Santa Fe, CA
California Podiatric Medical Foundation,

Sacramento, CA
Charles and Margaret Mraz Foundation,

Clinton, WA
Chelmsford Odyssey of the Mind, Inc.,

Chelmsford, MA
Community Conciliation Center, Inc.,

Flushing, NY
Crossroads Ministries and Publications,

Rancho Cordova, CA
Downriver Theatre Company, Machias, ME
Drum Corps East, Inc., 

South Weymouth, MA
Eagles of Dixon School, Chicago, IL
East End Rural Preservation Corporation,

Shelter Island, NY
Eastern Mass Jr Drum & Bugle Corps,

Quincy, MA
Eco Village at Ithaca Inc., Ithaca, NY
Ecoworld-Ekomir, Olympia, WA
Eleanor Roosevelt Institute for Justice &

Peace, Washington, DC
Errol W. Ross and Eaden Ross Silverton

Union High School No. 7J Graduate
Assistance Fund, Inc., Salem, OR

Fisheries Defense Fund, Inc., 
New York, NY

Formosa Center, Inc., Flushing, NY
George Snively Research Foundation,

Wakefield, RI
Geogroup, Inc., Menlo Park, CA
Green Hornets of Valley Stream, Inc.,

Valley Stream, NY
Gods Glory Missions Ministries Church
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