
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 tha t 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
proj ect.  A second deter mina tion of
whether 1997 will be a cut-off year, based
on whether the number of MSAs estab-
lished as  of J une 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 ind i-
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) firs t 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 tha n 525,000.
Under section 220(j)(3), in determining
whether any calendar year is a cut-off

Foundations Status of Certain
Organizations
Announcement 97–85

The following or ganiza tions have
failed to establish or have been unable to
maintain their status as public charities or
as operat ing 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 de s-
ignations in the Cumulative List of Orga-
nizations (Publication 78), or on the pr e-
sumption arising from the filing of notices
under section 508(b) of the Code. T h i s
listing does not indicate that the organiz a-
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 organi za tions (which have been
treated as organizations that are not pri-
vate foundations descr ibed 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
Erro l 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 o f Valley Stream, Inc.,

Valley Stream, NY
Gods Glory Missions Ministries Church
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of God in Christ, Lakewood, CA
Gay Men and Lesbians Opposing 

Violence, Washington, DC
Harvar d World Model United Nations,

Cambridge, MA
Hinsdale Commercial & Industrial

Development Corporation,
Hinsdale, NH

Kafanm, Inc., Dorchester, MA
K & M New Life Home Inc., Stockton, CA
Keren Hatzole Institute, Ltd., 

Brooklyn, NY
Le Studio Theatre C A, Inc., 

New York, NY
Life House, Inc., Worcester, MA
Mass Metrowest Chapter Black Data 

Processing Associates, Northboro, MA
Medical Outcomes Trust, Inc., Boston,

MA
Micah Housing, Inc., Fairfield, CT
Middlesex Industrial Development 

Council, Ltd., Middletown, CT
Morningside Community Association,

Inc., New York, NY
National Federation of the Blind of

Maine, Portland, ME
New York Association of Suicidology,

Bronx, NY
Palabras D e Vida, Inc., North Haven, CT
Peaceable Kindom, Inc., 

Long Beach, NY
Pomfret House, Inc., Woodstock, NY
Portland Environmental Watch, 

Portland, ME
Prevention Point Buffalo, Inc., 

Buffalo, NY
P TANew Hampshire, Londonderry, NH
Renacer Rebirth, Inc., New York, NY
Rockingham Optimist Foundation, Inc., 

Rockingham, NC
Sadat Peace Institute, Cambridge, MA
Self Development Group, Inc.,

Roslindale, MA
Serving Our Youth Through A d u l t s -

S O YA, New York, NY
Shalheves Incorporated, 

Spring Va l l e y, NY
Simsbury Sterr ing Committee for A l c o h o l

& Drug-Free Use, Simsbury, CT
Stillhouse Trestle Corporation, 

Danville, VA
10 Penny Productions, Inc., New York, NY
Theatre Investment Fund Limited,

New York, NY
Unity Productions, Inc., New York, NY
Western New York Lacrosse Association,

Inc., Blasedell, NY
Westlands Schools Association, Inc.,

Chelmsford, MA

Weston Friendly Society of the 
Performing Arts, Inc., Weston, MA

Youthbrook Project Inc., Cambridge, MA
Yvonne Carroll Parente Presents the

Company, Inc., Glen Head, NY

If an organization listed above submits in-
formation that warrants the renewal of its
classification as a public charity or as a pri-
vate operating foundation, the Internal Rev-
enue Service will issue a ruling or determi-
nation letter with the revised classification as
to foundation status. Grantors and contribu-
tors may thereafter rely upon such ruling or
determination letter as provided in section
1.509(a)–7 of the Income Tax Regulations. It
is not the practice of the Service to announce
such revised classification of foundation sta-
tus in the Internal Revenue Bulletin.

 

collection actions, including installment
agreements and offers in compromise, are
now on the Internet.  The Collection Fi-
nancial Standards are on the IRS’ Wo r l d
Wide Web site “The Digital Daily,”, under
“ Tax Info for Yo u . ”

The Collection Financial Standards are
used when a taxpayer claims an inability
to pay a delinquent tax liability.

Allowa nces for  food, clothing and
other items, known as the National Stan-
dards, apply nationwide except for Alaska
and Hawaii, which have their own tables.
Taxpayers are allowed the total National
Standard s amount for  their family size
and income level, without questioning
amounts actually spent.

Maximum allowances for housing and
utilities and transportation, known as the
Local Standards, vary by location.  Unlike
the National Standards, the taxpayer is a l-
lowed the amount actually spent or the
standard, whichever is less.

Qualified Personal Service
Corporations That Used
Incorrect Tax Rates Should
Promptly File Amended Returns

Announcement 97–88

The Interna l Revenue Service has found
that many qualified persona l service cor-
porations had filed using the incorrect tax
rate.  Instead of computing tax using the
flat Qualified Personal  Service Corpora-
tion rate, the graduated corporate ra te was
used which understated the corporations’
tax liabilities.  Some practitioners have at-
tributed the problem to difficulties with
using certain computer tax software pro-
grams, while others acknowledged the
mistakes as unintentional oversights.

A qualified personal service corpora-
tion is taxed at a flat rate of 35% on its
taxable income.  A corporation is a qual i-
fied personal service corpora tion if it
meets both of the following tests:

•  Substantially all of  the corporation ’s
activities involve the performance of
services in the fields of health, law,
engineer ing, architecture, account-
ing, actuar ial science, performing
arts, or consulting, and

•  At least 95% of the corpora tion’s
stock, by value, is owned, directly or
i n d i r e c t l y, by (1) employees perform-
ing the services, (2) retired employees
who had performed the services listed
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