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The Legal Aid Society of Hawaii hereby provides testimony in support of SB2837 - Relating to Individual Development
Accounts. Tlus bill would expand the efficiency and effectiveness of Individual Development Account programs.

i' apologize for not being present at the hearing today, but I am away on business. I am however available by telephone.

Founded in 1950. the Legal Aid Societ}' ofHa:waii is the oldest provider of legal services in the state. We provided civil
legal assistance to those in need th1'Ough nine offices located in Lihue, Waianae, Honolulu, Kahaluu, Kaunakakai, Lanai City. Wailuku,
Kana and Hilo. Over the years we have seen the benefit of linking community based economic development and asset building to
legal services as critical to assisting our clients out of poverty.

IDAs are vital tools in assisting individuals with improving their financial literacy and encouraging saving toward the goal of
homeowne:rship, higher education costs or start-up costs for a small business. For tbe majority of IDA participants, this is the first
time that they have ever saved their money toward a goal.

A similar bill was heard on January 24. 2008 by the House Committee on Human Services and Housing. At the request of
Chair Shimabuku1'O. Legal Aid met with the Department of Human Services, the Hawaii Alliance for Community Based Economic
Development, Alu Like and Glen Hayase regarding the bill. We've attached amended language that came out of that meeting.

Please note that all parties agree with the attached amended language, except for the Section 2 which the Department of
Human Services does not agree with at this time which would amend the statute to allow for the purchase of a car due to concerns
over the use of TANF funds.

We, however, believe that it is critical to add the purchase of a car as an allowabl.e savings goal for IDAs and believe that
TANF funds can be used according to an Administration for Children and Families policy announcement,
http://www.acf.hhs.gov/programs/ofa/pa002.htffi. Further. the recent state TANF strategic plan created by the Department of
Human Services highlighted the need for transportation especially on the neighbor islands.

We support this effort to establish the individual development accounts and we support this bill. If needed we are able to
provide an electronic version of proposed SD1.

Thankyou for this opportunity to testify.

Sincerely,

M. Nalani Fujimori
Deputy Director
527-8014
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Proposed Amendments

SECTION 2. Section 257-1, Hawaii Revised Statutes, is amended by amending the definition of "qualified expenditures" to
read as follows:

""Qualified expenditures" means an"expense as determined by a fiduciary organization[;-wfti€ft] that may include [htlt fiet ee
lfmites tel:

(1) Costs associated with first homeownership;
(2) Post-secondary education;
(3) Vocational training; [ftfl<l]
(4) Small or micro-business capitalization(-:J' and
m One motor vehi~Je purchase fQr school or work transportatiQn."

SECTION 3. Section 257-2(a), Hawaii Revised Statutes. is amended to read as follows:
§257-2 Eligible individuals. (a) The income of the household of the individual development account holder shall not

exceed [eiglltj fle£ eefit af the alea hal:l.1ehal8 ffleEliaa iae6me]an amount determined by the department Qf human setvices.

SECTION 4. Section 257-3, Hawaii Revised Statutes, is amended to read as follows:
"[f]§257-3[Tl Fiduciary organizations. (a) Fiduciary organizations shaH selVe as an intermediary between individual

development account holders and financial institutions holding accounts. The fiduciary organization's responsibilities may include:"
(1) Marketing participation;
(2) Soliciting matching contributions;
(3) Counseling program participants; and
(4) Conducting verification and compliance activities.

(b) Locally-based organizations shall enter into a competitive process for the right to become fiduciary organizations [fet £I: \'lstasfl
sf the .,tate lIlatehiag s811at.1 that .. sHl8 €Ie al:l"rl;atiz:ee initiall)]. Fiduciary organization proposals shall be evaluated and participation
rights awarded on the basis of such items as:

(1) Their ability to market the program to potential individual development account holders and potential matching fund
contributors;

(2) Their ability to provide safe and secure investments for individual development accounts;
(3) Their overall administrative capacity, including:

(A) Certifications or verifications required to assure compliance with eligibility requirements;
(B) Authorized uses of the accounts matching contributions by individuals or busin~sses;and
(C) Penalties for unauthorized distributions;

(4) Their capacity to.provide financial counseling and other related services to potential participants; and
(5) Their links to other activities designed to increase the independence of individuals and families through high return

investments, including homeownership, education and training, and small business development.
The department of human selVices shall contract with fiduciary organizations who meet the criteria described in this section. In order
to provide this assistance the department may contract with smother agenC}' and shall identiQi gnd make use of available federal
moneys wherever apprQprigte.

(c) If the [&tftte] department of human setvices approves an application to fund an individual development account project under
this section, the [£cMe] department of human seroices shall[, flat later t:hafl SBe msnth after ]I:lfle 28, 1999,] authorize the applicant to
conduct the project with state funds [fal' Gee plajeet ) eaD] in accordance with the approved application and this :::ection; provided
that an applicant may apply for funding during future fiscal years [fal G. e \'l18jeet ) eM, if tLe Sffite laelu the] if there are insufficient
resources to fund an individual development account project pursuant to this subsection.

rES] POl' eae]; iljeli .iel:lal de. el6f1ment aeeSl:lflt \'li8giftm apflts. ee Hflset thi, .1eeMal;, the State . han make a graftt t6 the ejl:l£t1.iGeel
eaM!) 6£ eaHaea1£l:tisB 8f eBtitie.'l atlt:hst:i~es ta esnel:let the \'ltajeet Sft t:he fJ:f. t El1l:) sf the plsjeet) eM in an ltiaatlat flat t8 e:teees
$199,999 \'lei) eM fSf fie e )eaL'.

-EeJ].(d). From among the individuals eligible for assistance under the Hawaii individual development account program, each
selected fiduciary organization shall select the individuals whom the fiduciary organization deems to be best suited to receive such
assistance."

SECTION 5. Section 257-8, Hawaii-Revised Statutes, is amended to read as follows:
"1f]§257-8[tJ Matches. r(ft}] The State shall match a specjfic match ratio for qualified expenditures as determined by the

depattment of human services. [an all181:lnt sf HfI t6 £199.999 !='ei ealeusal ) ear fSl iflei eiSI:l:rl se eelafllliEat £l:eeSI:lB!.l.] The
department of human selVices may adopt rules regarding specific match ratios pertaining to qualified expenditures of an individual
develo.pment account.

rEb' ?Jat mste thafl £I: 2:1 thatch eLtate [1:1118,1 ts aeeal:l1tt balelelsef.'a.lit.•.:hall be eeps:iteEl iat8 an) ifiSi.isl:lal ele.elsj3ffient
aees I:lflt ifl £I: gi. eB ) eM.]"

SECTION 6. Section 257-11, Hawaii Revised Statutes, is amended to read as follows:

A United Way Agency
www.legalaidhawaii.org

Legal Services Corporation



§257-11 Administration; evaluation; information; reporting. (a) The fiduciary organization running an individual
development account program shall have sole authority over the administration of the project. [The Sffite ina) pfese:E:il3e eft!} seeh
regHlat:iea... il:h !e.l13eet te eeffiea.iffat:iSti pfsjeet.1 eneef ehi.'1 ehapter as Me neee..1M} te eft.1Hie eSf.ll13lial1ee 13efSHaat ts cl:t:is ehaptet.]

(b) Each individual development account program shall annually report the number of accounts, the amount otsavings and
matches for each account, the uses of the account, and the number of businesses, homes, and educations purchased, as well as other
information as may be required [fer re:13sa.li-Ble eperat:itH'1 sf t-he 13:fegraf.ll"] by the department Qf human seryice:t

(c) The fiduciary organization shall submit to the department Qfhuman services the annual report as determined by the
department Qfhuman services.pegi.ilatl:ue it. Hftsit'lg: aas :ieeBf.l1l11ensat:iefls tiS late! than 1:'c.ea'l:"j el'l}s 13flsi ts cl'1e eSflieniflg sfeaeh
legL~at:i.e se•.;ien.]

[0d? Seleetee HSHei:!l:1} srgafijzjat:isfl. rna} ~. e tie f.llSie thaa tea 13ef eeflt sf .irate funs.l a. a13f1rep:iiates ~fteet this efiapter 'l:s es, ~i
asmiaf.1tntf, e ee. t.' ia a1'1) 1:>f; en ) eM.]

SECTION 7. There is appropriated out of the general revenues of the State of Hawaii or other available federal funds the
sum of$ 400,000 or so much thereof as may be necessary for fiscal year 2008-2009 for fiduciary organization.s defined in-section
257-1, Hawaii Revised Statutes, to operate individual development account programs.

The sum appropriated shall be expended by the department of human services for the purposes of this Act
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Date: February 2, 2008

TO: SENATE HUMAN SERVICES & PUBLIC HOUSING
Sen. Suzanne Chun Oakland, Chair
Sen. Les Thara, Vice Chair

From: Teresa Bill

RE: SUPPORT SB 2837, Re: Individual Development Accounts

Tues. Feb. 5, 2008 1:15 p.m.
State Capitol Conference Room 016

I am Teresa Bill, testifying in support of SB 2837. on behalf of Hawai'i
WomenWork! which is a member of the Welfare Employment Rights
Coalition and the Women s Coalition.

Individual Developoment Accounts (IDA) are a matched savings program
that has proven successful in assisting low-income families to save for a
specific, larger purchase. Programs have different focus, but eligible
purchases typically include a down payment for houses, education or car
purchases or small business expenses. I am in support of those
amendments suggested by HACBED.

Individual Develoment Accounts are a key element to a comprehensive
asset building policy that encourages and supports families to save more
and build assets. IDAs help give families incentive to save and the
eligible disbursements (housing, education, business, cars) are key
elements ofa families ability to take advantage of and create economic

opportunities.

The IDA programs in Hawaii need additional funds. The concept is
proven and programs have more people who wish to participate than can
be accommodated. That is why state and federal funds are needed.

Thank you for the opportunity to testify.

Promoting equal economic opportunity for all Hawai'; families through services, communication & advocacy
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January 31, 2008

Senate Committee on Human Services & Public Housing
Senator Suzanne Chun Oakland, Chair
Senator Les Ihara, Jr., Vice Chair
Tuesday, February 05, 2008 at 1:15 P.M.
Conference Room 016

S8 2837- Strong Support

Dear Chair Oakland, Vice Chair Iham, and Committee Members:

A[ohaUnited Way

Aloha United Way encourages your favorable consideration of SB 2837 which makes numerous
changes intended to facilitate the use of .Individual Developm ent Accounts by low- and moderate­
income residents. Individual Developm ent Accounts are matched savings accounts that enable
participants to more quickly save funds for the purchase of a home or car, creating a business or
additional education.

Individual Development Accounts are an integral part of a comprehensive policy to help people build
assets and move from poverty to self-sufficiency. These asset building strategies augment the
traditional welfare income support programs and move people away from dependency on government
support and toward self-sufficiency.

Individual Development Accounts are a critical part of the strategy because they enable families to
progress towards the acquisition of key assets more quickly. Currently, Hawaii's IDA programs are
relatively small, privately funded efforts of nonprofit organizations. A common challenge for IDA
proViders is a lack of adequate organizational capacity and administrative funding. Another challenge is
the limited amount of IDA matching dollars.

SB 2837 helps correct these deficiencies in our current programs and Aloha United Way encourages
favorable consideration of this important legislation.

Sincerely,

Susan Doyle
President & Chief Professional Officer


