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TESTIMONY IN SUPPORT OF SB2837 WITH AMENDMENTS
RELATING TO INDIVIDUAIL DEVELOPMENT ACCOUNTS

February 5, 2008 at 1:15 p.m.

The Legal Aid Society of Hawaii héreby provides testimony in support of SB2837 — Relating to Individual Development
Accounts. This bill would expand the efficiency and effectiveness of Individual Development Account programs. '

fapologize for not being present at the hearing today, but I am away on business. 1 am however available by telephone.

Founded in 1950, the Legal Aid Society of Hawaii is the oldest provider of legal services in the state. We provided civil
legal assistance to those in need through nine offices located in Lihue, Waianae, Honolulu, Kahaluu, Kaunakakai, Lanai City, Wailuku,
Kona 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
homeownership, higher education costs or start-up costs for a small business. For the 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 Shimabukuro, Legal Aid met with the Department of Human Services, the Hawaii Alliance for Community Based Economic
Development, Aln 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 allowable savings goal for IDAs and believe that
TANF funds can be used according to an Administration for Children and Families policy announcement,
http:/ [orerw acf hhs gov/programs/ofa/pa002.htm. 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 hill. If needed we are able to
provide an electronic version of proposed SD1.

Thank you for this opportunity to testify.

Sincerely,

M. Nalani Fujimori

Deputy Director
527-8014
| www.legalaidhawaii.org
= LSC A UNITED WAY AGENCY



Proposed Amendments

SECTION 2. Secton 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 [;whieh] that may include fbutnetbe
hﬂa-ﬁed—te]

(1) Costs associated with first homeownership;

(@ Post-secondary education;

(3) Vocational training; [aad]

" (4) Small or micro-business capitalizaton[]; and

{3) One motor vehicle purchase for school or work transportation.”

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

exceed [eighty-percentof drearerhouseheld-medianincome]an amount determined by the department of human services.

SECTION 4. Section 257-3, Hawaii Revised Statutes, is amended to read as follows:
"H1§257-3[3] Fiduciary organizations. {a) Fiduciary organizations shall serve 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 vetification and compLiancc activities.

{b) Loca]]y-baqed organizations shall enter into a competitive process for the right to become fiduciary organizations [fesapeston
5 thetweuld-beautherired-initially]. Fiduciary organization proposals shall be evalvated and participation
rights awarded on the basis of such items as:

{1) Their ability to market the program te 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 businesses; and
(C) Penaldes for unanthorized distdbutions;

(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, mcludmg horncowneremp, educauon and trzunmg, and small buqmeqq development

to provide this assistance, the d . may contract w:th nothér agency nd shall :denn ake use of avaﬂable federa
moneys wherever appropriate.

() If the [State] department of human services approves an application to fund an individual development account project under

this section, the [State] department of human services qhaﬂ[—ﬁet—lﬁteﬁhﬁﬁ-eﬂ&ﬂaeﬂth—a-&efﬂ-aﬂeés%] authorize the applicant to
conduct the project with state funds [forfive-project-years] in accordance with the approved application and this section; provided

that an applicant may apply for funding during future fiscal years [for-frve-profect-yearsifthe State-lacks-the] if there are insufficient

resources to fund an 1nd1v1dua.1 development account p:o]ect purquant to this subaecuon

£5] (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:

"[f1§257-8[}] Matches. [{a}] The State qhal[ match g pgqﬁc match rano for gua.hf" gd gx_p_ nd mreq as determined by the
department of humag \emgg [4 y-veneforindividus] r-rECORRES

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

A United Way Agency . Legal Services Corporation
www._legalaidhawali.org



§257-11 Administration; evaluation; information; reporting. (a) The fi ducmry organization running an individual
developmeat account pmgrarn shal.l have sole authonty over the adrmmstratlon of the prol ect. Eh&St&te—ﬁmy—pﬁﬁe&be—eﬁ-!y—s&eh

(b) Each mchwdual developmcnt account program qhall annua].ly repott the number of accounts, the amount of qavmgs and
matches for each account, the uses of the account, and the number of businesses, homes, and educations purchascd as well as other

information as may be required [fos+esponsible-eperaton-of-heprogeam] by thg department of human services.
(c) The fiduciary orgamzaﬁon bhall s'ubsmt to thc &p&rﬁmﬂwmlwmm

department of human services. ffepts 3 gusg of3 S S P Y R
[ 1t - Speyinrin ;;: Fryiguswiyrim v s T

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 organizations 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.

A United Way Agency . Legal Services Corporation
www legalaidhawaii.org
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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  1:15p.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 of a 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.



Aloha United Way

200 N. Vineyard Blvd., Suite 700
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January 31, 2008

Senate Committee on Human Services & Public Housing
Senator Suzanne Chun Oakland, Chair

Senator Les |hara, Jr., Vice Chair

Tuesday, February 05, 2008 at 1:15 P.M.

Conference Room 018

SB 2837 - Strong Support

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

Aloha United Way encourages your favorable consideration of SB 2837 which makes numerous
changes intended to facilitate the use of Individual Development 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 busmess or
additional education.

Individual Development Accounts are an integral part of a comprehensive policy to help people build
assets and move from poverly 1o 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,

e

Susan Doyle
President & Chief Professional Cfficer



