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A bill

TO AMEND THE SOUTH CAROLINA CODE OF LAWS by adding article 7 to chapter 5, Title 11 so as to ESTABLISH THE “INSURANCE SAVINGS PROGRAM,” TO EMPOWER INDIVIDUALS TO SAVE PRIVATE FUNDS TO PAY INSURANCE POLICY DEDUCTIBLES ON REAL PROPERTY, AND TO MAKE RENOVATIONS TO REAL PROPERTY THAT MAKE THE PROPERTY MORE INSURABLE SO AS TO REDUCE INSURANCE POLICY PREMIUMS AND DEDUCTIBLES; AND BY AMENDING SECTION 12-6-1140, RELATING TO DEDUCTIONS FROM INDIVIDUAL TAXABLE INCOME, SO AS TO DEDUCT AMOUNTS DEPOSITED INTO THE INSURANCE SAVINGS PROGRAM AND ANY EARNINGS THEREON.

[bookmark: ew_7ef7b4fb0]Be it enacted by the General Assembly of the State of South Carolina:

[bookmark: bs_num_1_445ce7e82][bookmark: dl_3e7a3fcd1]SECTION 1.	Chapter 5, Title 11 of the S.C. Code is amended by adding:

[bookmark: up_6d6fe849a]Article 7

[bookmark: up_59ea15cf3]Insurance Savings Program

[bookmark: ns_T11C5N700_810cc9980]	Section 11‑5‑700.	There is established the “Insurance Savings Program.” The purpose of the Insurance Savings Program is to authorize the establishment of savings accounts empowering individuals to save private funds to pay insurance policy deductibles on real property and to make renovations to real property that make the property more insurable so as to reduce insurance policy premiums and deductibles on real property.

[bookmark: ns_T11C5N710_bcf9be447][bookmark: up_15ab3c7dd]	Section 11‑5‑710.	As used in this article:
[bookmark: ss_T11C5N710S1_lv1_9b1082912]	(1) “Account owner” means the person who enters into an insurance savings account agreement pursuant to the provisions of this article. The account owner also must be the designated beneficiary; however, a trustee, guardian, or conservator may be appointed as an account owner for a designated beneficiary who is a minor or lacks capacity to enter into an agreement. Also, the agent of the designated beneficiary acting under durable power of attorney may open and manage an account on behalf of and in the name of a designated beneficiary who lacks capacity.
[bookmark: ss_T11C5N710S2_lv1_e62edf2e3]	(2) “Financial organization” means an organization authorized to do business in this State and is:
[bookmark: ss_T11C5N710Sa_lv2_c88efe9f7]		(a) licensed or chartered by the Director of Insurance;
[bookmark: ss_T11C5N710Sb_lv2_ddebefa3d]		(b) licensed or chartered by the State Commissioner of Banking;
[bookmark: ss_T11C5N710Sc_lv2_e63850e3c]		(c) chartered by an agency of the federal government; or
[bookmark: ss_T11C5N710Sd_lv2_4922ce870]		(d) subject to the jurisdiction and regulation of the federal Securities and Exchange Commission.
[bookmark: ss_T11C5N710S3_lv1_261092a9e]	(3) “Insurance savings account” or “account” means an individual savings account established in accordance with the provisions of this article.
[bookmark: ss_T11C5N710S4_lv1_14487843b]	(4) “Management contract” means a contract executed by the State Treasurer and a program manager selected to act as a depository or manager of the program, or both.
[bookmark: ss_T11C5N710S5_lv1_8b573cbe4]	(5) “Nonqualified withdrawal” means a withdrawal from an account which is not:
[bookmark: ss_T11C5N710Sa_lv2_6295834d9]		(a) a qualified withdrawal; or
[bookmark: ss_T11C5N710Sb_lv2_fc5040b21]		(b) a rollover distribution.
[bookmark: ss_T11C5N710S6_lv1_f933c8909]	(6) “Program” means the Insurance Savings Program established pursuant to this article.
[bookmark: ss_T11C5N710S7_lv1_658afc9c3]	(7) “Program manager” means a financial organization or an agency or department of another state that has been designated to administer a qualified Insurance Savings Program selected by the State Treasurer to act as a depository or manager of the program, or both.
[bookmark: ss_T11C5N710S8_lv1_79506d57e]	(8) “Qualified withdrawal” means a withdrawal from an account to pay the qualifying insurance expense of the designated beneficiary of the account.
[bookmark: ss_T11C5N710S9_lv1_41f316ae8]	(9) “Rollover distribution” means a rollover distribution as defined in Section 529A of the federal Internal Revenue Code of 1986, as amended.
[bookmark: ss_T11C5N710S10_lv1_8f19f358a]	(10) “Savings agreement” means an agreement between the program manager or the State Treasurer and the account owner.

[bookmark: ns_T11C5N720_9391a0370][bookmark: ss_T11C5N720SA_lv1_c6a49d450]	Section 11‑5‑720.	(A) The State Treasurer shall implement and administer the program under the terms and conditions established by this article. The State Treasurer has the authority and responsibility to:
[bookmark: ss_T11C5N720S1_lv2_4fd25f37b]		(1) develop and implement the program in a manner consistent with the provisions of this article;
[bookmark: ss_T11C5N720S2_lv2_8fb36314c]		(2) engage the services of consultants on a contract basis for rendering professional and technical assistance and advice;
[bookmark: ss_T11C5N720S3_lv2_1d8487309]		(3) charge, impose, and collect administrative fees and service charges in connection with any agreement, contract, or transaction relating to the program;
[bookmark: ss_T11C5N720S4_lv2_5abd3f6f4]		(4) develop marketing plans and promotional materials;
[bookmark: ss_T11C5N720S5_lv2_1beeee653]		(5) establish the methods by which the funds held in accounts must be dispersed;
[bookmark: ss_T11C5N720S6_lv2_7883084c5]		(6) establish the method by which funds must be allocated to pay for administrative costs;
[bookmark: ss_T11C5N720S7_lv2_08a07c3b3]		(7) do all things necessary and proper to carry out the purposes of this article;
[bookmark: ss_T11C5N720S8_lv2_a848abeb7]		(8) adopt rules and promulgate regulations necessary to effectuate the provisions of this article; and
[bookmark: ss_T11C5N720S9_lv2_e5aab39bb]		(9) prepare an annual report of the Insurance Savings Program to the Governor, the Senate, and the House of Representatives.
[bookmark: ss_T11C5N720SB_lv1_b3211136f]	(B) The State Treasurer shall consult with the Department of Insurance to determine the eligibility of qualifying expenses.
[bookmark: ss_T11C5N720SC_lv1_59aa935f1]	(C) The State Treasurer may contract with other states in developing the program.

[bookmark: ns_T11C5N730_7195d327f][bookmark: ss_T11C5N730SA_lv1_9cda6663b]	Section 11‑5‑730.	(A) The State Treasurer may implement the program through use of program managers as account depositories or managers, or both. The State Treasurer may solicit proposals from program managers to act as depositories or managers of the program, or both. Program managers submitting proposals shall describe the investment instruments to be held in accounts. The State Treasurer may select more than one program manager and investment instrument for the program. The State Treasurer may select as program depositories or managers the program managers, from among the bidding program managers, that demonstrate the most advantageous combination, both to potential program participants and this State, of the following factors:
[bookmark: ss_T11C5N730S1_lv2_9aa1fed4b]		(1) financial stability and integrity of the program manager;
[bookmark: ss_T11C5N730S2_lv2_43bb7052b]		(2) the safety of the investment instrument being offered;
[bookmark: ss_T11C5N730S3_lv2_7ae46eea9]		(3) the ability of the program manager to satisfy recordkeeping and reporting requirements;
[bookmark: ss_T11C5N730S4_lv2_8fd87dd7d]		(4) the program manager’s plan for promoting the program and the investment the organization is willing to make to promote the program;
[bookmark: ss_T11C5N730S5_lv2_89b9858d3]		(5) the fees, if any, proposed to be charged to the account owners;
[bookmark: ss_T11C5N730S6_lv2_0e0ddb3ad]		(6) the minimum initial deposit and minimum contributions that the financial organization requires;
[bookmark: ss_T11C5N730S7_lv2_864ecf777]		(7) the ability of the program manager to accept electronic withdrawals, including payroll deduction plans; and
[bookmark: ss_T11C5N730S8_lv2_8d68983a2]		(8) other benefits to the State or its residents included in the proposal, including fees payable to the State to cover expenses of the operation of the program.
[bookmark: ss_T11C5N730SB_lv1_ff378e450]	(B) The State Treasurer may enter into contracts with program managers necessary to effectuate the provisions of this article. A management contract must include, at a minimum, terms requiring the program managers to:
[bookmark: ss_T11C5N730S1_lv2_99ba8eee9]		(1) take action required to keep the program in compliance with requirements of this article;
[bookmark: ss_T11C5N730S2_lv2_336772f79]		(2) keep adequate records of each account, keep each account segregated, and provide the State Treasurer with the information necessary to prepare the statements required by Section 11‑5‑740;
[bookmark: ss_T11C5N730S3_lv2_d6ccaf629]		(3) compile and total information contained in statements required to be prepared pursuant to Section 11‑5‑740 and provide compilations to the State Treasurer;
[bookmark: ss_T11C5N730S4_lv2_5c36c6985]		(4) if there is more than one program manager, provide the State Treasurer with information as is necessary to determine compliance pursuant to Section 11‑5‑740;
[bookmark: ss_T11C5N730S5_lv2_181b89d1e]		(5) provide the State Treasurer with access to the books and records of the program manager to the extent needed to determine compliance with the contract and this article;
[bookmark: ss_T11C5N730S6_lv2_fe29e2396]		(6) hold all accounts for the benefit of the account owner, owners, or the designated beneficiary;
[bookmark: ss_T11C5N730S7_lv2_fa3f56a18]		(7) be audited at least annually by a firm of certified public accountants selected by the program manager, with the approval of the State Treasurer, and provide the results of the audit to the State Treasurer;
[bookmark: ss_T11C5N730S8_lv2_47fe9cf50]		(8) provide the State Treasurer with copies of all regulatory filings and reports made by the program manager during the term of the management contract or while the program manager is holding any accounts, other than confidential filings or reports that are not part of the program. The program manager shall make available for review by the State Treasurer the results of the periodic examination of the manager by any state or federal banking, insurance, or securities commission, except to the extent that a report or reports may not be disclosed under law; and
[bookmark: ss_T11C5N730S9_lv2_84c7da603]		(9) ensure that any description of the program, whether in writing or through the use of any media, is consistent with the marketing plan developed pursuant to the provisions of this article.
[bookmark: ss_T11C5N730SC_lv1_14d6514b3]	(C) The State Treasurer may:
[bookmark: ss_T11C5N730S1_lv2_0254df79e]		(1) enter into contracts as he considers necessary and proper for the implementation of the program;
[bookmark: ss_T11C5N730S2_lv2_516ff1ca4]		(2) require that an audit be conducted of the operations and financial position of the program depository and manager at any time if the State Treasurer has any reason to be concerned about the financial position, the recordkeeping practices, or the status of accounts of the program depository and manager; and
[bookmark: ss_T11C5N730S3_lv2_c2c0b7cc8]		(3) terminate or not renew a management agreement. If the State Treasurer terminates or does not renew a management agreement, the State Treasurer shall take custody of accounts held by the program manager and shall seek to promptly transfer the accounts to another financial organization that is selected as a program manager or depository and into investment instruments as similar to the original instruments as possible.
[bookmark: ss_T11C5N730SD_lv1_58f76b552]	(D) The State Treasurer and the Department of Insurance are authorized to exchange data regarding eligible expenses to carry out the purposes of this article.

[bookmark: ns_T11C5N740_466cb7f87][bookmark: ss_T11C5N740SA_lv1_d5cc2efd8]	Section 11‑5‑740.	(A) An Insurance Savings account established pursuant to the provisions of this article must be opened by a designated beneficiary, a designated beneficiary’s agent under a durable power of attorney, a trustee holding funds for the benefit of a designated beneficiary, or a court‑appointed guardian or conservator of a designated beneficiary. Each designated beneficiary may have only one account. The State Treasurer may establish a nonrefundable application fee. An application for an account must be in the form prescribed by the State Treasurer and contain the following:
[bookmark: ss_T11C5N740S1_lv2_8510fe0ee]		(1) name, address, and social security number of the account owner;
[bookmark: ss_T11C5N740S2_lv2_8992b7070]		(2) name, address, and social security number of the designated beneficiary, if the account owner is the beneficiary’s trustee or guardian;
[bookmark: ss_T11C5N740S3_lv2_913c80124]		(3) certification relating to no excess contributions; and
[bookmark: ss_T11C5N740S4_lv2_aef963163]		(4) additional information as the State Treasurer may require.
[bookmark: ss_T11C5N740SB_lv1_9c6983ede]	(B) Contributions to an insurance savings account may be made only in cash. The State Treasurer or program manager shall reject or withdraw contributions promptly.
[bookmark: ss_T11C5N740SC_lv1_3a938354a][bookmark: ss_T11C5N740S1_lv2_673371d9e]	(C)(1) An account owner may:
[bookmark: ss_T11C5N740Sa_lv3_35b33cfc0]			(a) change the designated beneficiary of an account; and
[bookmark: ss_T11C5N740Sb_lv3_7fb072429]			(b) transfer all or a portion of an account to another insurance savings account.
[bookmark: ss_T11C5N740S2_lv2_4cb33acf7]		(2) An account owner may not use an interest in an account as security for a loan. A pledge of an interest in an account is of no effect.
[bookmark: ss_T11C5N740SD_lv1_f98738a25][bookmark: ss_T11C5N740S1_lv2_2522a3250]	(D)(1) If there is any distribution from an account to an individual or for the benefit of an individual during a calendar year, the distribution must be reported to the federal Internal Revenue Service and each account owner, the designated beneficiary, or the distributee to the extent required by state or federal law.
[bookmark: ss_T11C5N740S2_lv2_75c6d58af]		(2) A statement must be provided to each account owner annually and at other increments established by the State Treasurer in the program guidelines. The statement must contain the information the State Treasurer requires to be reported to the account owner.
[bookmark: ss_T11C5N740S3_lv2_483e849bd]		(3) A statement and information relating to an account must be prepared and filed to the extent required by this article and other state or federal law.
[bookmark: ss_T11C5N740SE_lv1_05807fefe]	(E) Funds held in an insurance savings account are exempt from attachment, execution, or garnishment for claims of creditors of the contributor and the designated beneficiary.
[bookmark: ss_T11C5N740SG_lv1_9846951f3]	(G) To the extent earnings in an insurance savings account and distributions from an insurance savings account are not subject to federal income tax, they will not be subject to state income tax.

[bookmark: ns_T11C5N750_ccae7f7b8][bookmark: ss_T11C5N750SA_lv1_1b032ca48]	Section 11‑5‑750.	(A) Nothing in this article may create or be construed to create any obligation of the State Treasurer, the State, or any agency or instrumentality of the State to guarantee for the benefit of an account owner or designated beneficiary with respect to the:
[bookmark: ss_T11C5N750S1_lv2_efff00601]		(1) return of principal;
[bookmark: ss_T11C5N750S2_lv2_fc6343442]		(2) rate of interest or other return on an account; or
[bookmark: ss_T11C5N750S3_lv2_7eddab5c6]		(3) payment of interest or other return on an account.
[bookmark: ss_T11C5N750SB_lv1_80f66f6fb]	(B) The State Treasurer may adopt rules and promulgate regulations to provide that each contract, application, or other similar document that may be used in connection with opening an account clearly indicates that the account is not insured by the State and that the principal deposited and the investment return are not guaranteed by the State.

[bookmark: ns_T11C5N760_d11e3bf01][bookmark: ss_T11C5N760SA_lv1_9914a53dd]	Section 11‑5‑760.	(A) The Insurance Savings Program Trust Fund is established in the Office of the State Treasurer. The trust fund must be utilized if the State Treasurer elects to accept deposits from contributors rather than have deposits sent directly to the program manager. The trust fund must consist of any monies deposited by account owners and other contributors pursuant to the provisions of this article which are not deposited directly with the program manager. All interest derived from the deposit and investment of monies in the trust fund must be credited to the fund. At the end of each fiscal year, all unexpended and unencumbered monies in the trust fund must remain in the fund and not be credited or transferred to the state general fund or to another fund.
[bookmark: ss_T11C5N760SB_lv1_30a2ec6c4][bookmark: ss_T11C5N760S1_lv2_0c01f3c11]	(B)(1) The Insurance Savings Expense Fund is established in the Office of the State Treasurer. The expense fund must consist of monies received from the Insurance Savings Program manager or managers, governmental or private grants, and state general fund appropriations, if any, for the program.
[bookmark: ss_T11C5N760S2_lv2_9e79ac006]		(2) All expenses incurred by the State Treasurer in developing and administering the Insurance Savings Program must be payable from the Insurance Savings Expense Fund.

[bookmark: bs_num_2_541433921][bookmark: dl_d6fede7bb]SECTION 2.	Section 12-6-1140 of the S.C. Code is amended by adding:

[bookmark: ns_T12C6N1140_9e42c91f5][bookmark: ss_T12C6N1140S15_lv1_ccc057292][bookmark: ss_T12C6N1140Sa_lv2_659ef5214]	(15)(a) Contributions made to each investment trust account created pursuant to Article 7, Chapter 5, Title 11.
[bookmark: ss_T12C6N1140Sb_lv2_7e69ad1e7]		(b) Any interest, dividends, gains, property, or income accruing on the payments made to an investment trust agreement pursuant to Article 7, Chapter 5, Title 11, or on any account in the Palmetto ABLE Savings Expense Fund must be excluded from the gross income of any such account owner, contributor, or beneficiary for purposes of South Carolina income taxes, to the extent the amounts remain on deposit and are withdrawn pursuant to a qualified withdrawal.
[bookmark: ss_T12C6N1140Sc_lv2_2d9fce856][bookmark: open_doc_here]		(c) The earnings portion of any withdrawals from an account that are not qualified withdrawals must be included in the gross income of the resident recipient of the withdrawal for purposes of South Carolina income taxes in the year of the withdrawal. Withdrawals of the principal amount of contributions that are not qualified withdrawals must be recaptured into South Carolina income subject to tax to the extent the contributions were previously deducted from South Carolina taxable income.

[bookmark: bs_num_3_lastsection][bookmark: eff_date_section]SECTION 3.	This act takes effect upon approval by the Governor.
‑‑‑‑XX‑‑‑‑
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