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Another tax day has come and passed only to once again remind us of the increasing 

financial burden that government places on individuals and families each year. 

Unfortunately, as taxes and onerous regulation continue to increase, the U.S. personal 

savings rate has decreased to 5.5 percent. Our savings rate was two to three times higher 

than that in the 1970s and 1980s, with a peak of 17 percent in 1975.

Today, many lack the recommended savings level of three to six months of income. In fact, 

according to a recent Federal Reserve survey, only 53 percent of adults would be able to 

cover an emergency expense of $400 without selling an asset or borrowing.

Part of the problem is the tax code being too complex, making it difficult for people to 

understand their options to invest and save for the future. A more streamlined and flexible 

saving account to enable and encourage savings is needed. To that end, we have 

introduced the Universal Savings Account Act, legislation that will empower all individuals 

to set aside money for all of life’s challenges and opportunities.

Similar to Roth Individual Retirement Accounts, the Universal Savings Accounts established 

in our bill are designed to offer tax-free earnings and distributions without the restrictions, 

confusion, and penalties associated with other tax-advantaged accounts. With these 

accounts, any American adult could save and invest up to $5,500 per year of post-tax 

income without being burdened by additional taxes when those investments grow.

While existing savings options are complicated and limited in their practicality, Universal 

Savings Accounts will be simple, flexible, and easy to use. While we anticipate that 

Universal Savings Accounts could be a boon to those looking to supplement retirement or 

college tuition savings, these tax-free accounts could just as easily be used to help save for 

the medical expenses, the purchase of car or home, or other costs incurred in everyday life.
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Universal Savings Accounts would have the added benefit of reducing double taxation and 

expanding national savings. With a growth rate of only 0.7 percent in the 4th quarter of 

2015, it’s imperative Congress advance tools such as Universal Savings Accounts that 

incentivize both savings and investment.

Tax day should really be a reminder that there’s no better way to empower our cash-

strapped middle class than to allow Americans to keep and save more of their hard-earned 

wages. Making Universal Savings Accounts a reality is a great way to jumpstart that effort.
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         The Honorable Dave Brat 

 November 2015  

							H.R.	4094,	THE	UNIVERSAL	SAVINGS	ACCOUNT	ACT		
 

 

SUMMARY 

Introduced with Senator Jeff Flake, the Universal Savings Account Act would empower Americans to save for 
all of life’s challenges and opportunities. USA Accounts offer tax-free earnings and distributions without the 
restrictions, confusion, and penalties associated with other tax-advantaged savings accounts.  

 

BASICS OF THE USA ACCOUNTS  

o Allow American adults (citizens and legal permanent residents) to open a tax-free savings account, 
contribute up to $5,500 after-tax each year, and use withdrawals for any reason at any time.  

o Funds can be invested in bonds and equities, and those earnings grow tax free. 
o Withdrawals are tax-free and can be recontributed. 
o Contributions are not tax deductible. 
 

USA ACCOUNTS  

o Reduce Double Taxation: The tax code taxes income saved and invested numerous times, which 
discourages saving. USA accounts remove this bias. 

o Empower Individuals: Congress has limited tax-favored savings to specific uses. USA Accounts let 
individuals decide what to spend their savings on and when to do so.  

o Spur Economic Growth: Each dollar saved can be invested in education, training, machines, equipment, and 
more, increasing productivity and living standards. 

o Successful Abroad: Canada’s Tax-Free Savings Account (TFSA) was introduced in 2009 and has achieved 
significant popularity; 48% of Canadians have a TFSA– just six years after being enacted.1 Similar accounts 
in the United Kingdom have been adopted rapidly too.  

BACKGROUND 

It isn’t easy for many working American to save and achieve economic prosperity and independence.  Only 
53% of adults could cover an emergency expense of $400 without selling an asset or borrowing.2 Most 
Americans lack the recommended savings level of three to six months of income.3 These issues are 
compounded by stagnant wages and a weak job market.  Individuals need a more streamlined and flexible 
saving account option that will truly encourage savings.   
 

ENDORSEMENTS: National Taxpayers Union 

 

COSPONSORS: Paul Gosar, Trent Franks, Morgan Griffith, Matt Salmon, Daniel Webster, Curt Clawson 

 

FOR MORE INFORMATION  

Please contact Kurt Couchman at kurt.couchman@mail.house.gov or x5-2815 to learn more or to cosponsor 
H.R. 4094. 

                                                           
1 http://newsroom.bmo.com/press-releases/bmo-annual-tfsa-report-tfsa-adoption-among-canadi-tsx-bmo-201312190918655001 
2 http://www.federalreserve.gov/newsevents/press/other/20150527a.htm 
3 http://www.pewtrusts.org/~/media/assets/2015/01/fsm_balance_sheet_report.pdf 
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