Florida Senate - 1999 SB 1532

By Senat or Fornman

32-1065-99 See HB

1 A bill to be entitled

2 An act relating to individual devel opnent

3 accounts; providing purposes; providing

4 definitions; requiring the Departnent of

5 Revenue to anmend the Tenporary Assistance for

6 Needy Families State Plan to provide for use of

7 funds for individual devel opnent accounts;

8 specifying criteria and requirenents for

9 contributions to such accounts; specifying

10 pur poses for use of such accounts; providing

11 for procedures for withdrawals from such

12 accounts; specifying certain organizations to

13 act as fiduciary organi zations for certain

14 pur poses; providing for penalties for

15 wi t hdrawal of noneys for certain purposes;

16 providing for resolution of certain disputes;

17 providing for transfer of ownership of such

18 accounts under certain circunstances; providing

19 for establishnment of such accounts by certain
20 financial institutions under certain
21 ci rcunstances; providing requirenents;
22 providing that account funds and natchi ng funds
23 do not affect certain programeligibility;
24 providing an effective date.
25
26 | Be It Enacted by the Legislature of the State of Florida:
27
28 Section 1. (1) The purpose of this act is to provide
29 | for the establishnment of individual devel opnent accounts
30| designed to provide fanmilies with limted nmeans an opportunity
31| to accunul ate assets, to facilitate and nmobilize savings, to
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pronmote educati on, honeownershi p, and nicroenterprise

devel opnent, and to stabilize famlies and build communities.

This section inplenents the provisions of s. 404(h) of the
Social Security Act, as anended, 42 U S.C. s. 604(h), related
to individual devel opnent accounts. Nothing in this section

is intended to conflict with the provisions of federal |aw.

(2) As used in this section, the term

(a) "Individual devel opnent account" nmeans an account

exclusively for the purpose of paying the qualified expenses

of an eligible individual or fanmly. The account is a trust

created or organized in this state and funded through periodic

contributions by the establishing individual and matched by or

through a qualified entity for a qualified purpose.

(b) "Qualified entity" neans:

1. A not-for-profit organi zation described in s.
501(c)(3) of the Internal Revenue Code of 1986, as anended,
and exenpt fromtaxation under s. 501(a) of such code; or

2. A state or local governnent agency acting in

cooperation with an organi zati on descri bed in subparagraph 1

For purposes of this section, a |l ocal WAGES coalition shall be

consi dered a governnment agency.

(c) "Financial institution" neans an organi zation

aut hori zed to do business under state or federal |laws relating

to financial institutions, and includes a bank, trust conpany,

savi ngs bank, building and | oan associ ati on, savings and | oan

conpany or association, and credit union

(d) "Eligible educational institution" neans:

1. An institution described in s. 481(a)(1) or s.
1201(a) of the Hi gher Education Act of 1965, 20 U S.C s.
1088(a)(1) or s. 1141(a), as such sections are in effect on

the date of the enactnent of the Personal Responsibility and
2
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Work Opportunity Reconciliation Act of 1996, Pub. L. No.
104- 193.

2. An area vocational education school, as defined in
s. 521(4)(C) or (D of the Carl D. Perkins Vocational and
Appl i ed Technol ogy Education Act, 20 U.S.C. s. 2471(4), in
this state, as such sections are in effect on the date of the

enactnent of the Personal Responsibility and Work Qpportunity
Reconciliation Act of 1996, Pub. L. No. 104-193.
(e) "Postsecondary educational expenses" neans:

1. Tuition and fees required for the enroll nent or

attendance of a student at an eligible educationa

i nstitution.

2. Fees, books, supplies, and equi prent required for

courses of instruction at an eligible educational institution

(f) "Qualified acquisition costs" neans the costs of

acquiring, constructing, or reconstructing a residence. The

termincludes any usual or reasonable settlenent, financing,

or other closing costs.

(g) "Qualified business" nmeans any busi ness that does

not contravene any |law or public policy.

(h) "Qualified business capitalizati on expenses" neans

gual i fied expenditures for the capitalization of a qualified

busi ness pursuant to a qualified plan

(i) "Qualified expenditures" neans expenditures

included in a qualified plan, including capital, plant,

equi pnent, working capital, and inventory expenses.

(j)1. "Qualified first-tinme honebuyer" neans a

taxpayer and, if married, the taxpayer's spouse, who has no

present ownership interest in a principal residence during the

3-year period ending on the date of acquisition of the

princi pal residence.
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2. "Date of acquisition" neans the date on which a

bi ndi ng contract to acquire, construct, or reconstruct the

principal residence is entered into.

(k) "Qualified plan" nmeans a business plan or a plan

to use a business asset purchased, which

1. |1s approved by a financial institution, a

m croenterprise devel opnent organi zation, or a nonprofit |oan

fund having denonstrated fiduciary integrity.

2. Includes a description of services or goods to be

sold, a marketing plan, and projected financial statenents.

3. My require the eligible individual to obtain the

assi stance of an experienced entrepreneurial advisor

(1) "Qualified principal residence" neans a principa

residence, within the neaning of s. 1034 of the Interna

Revenue Code of 1986, as anended, the qualified acquisition

costs of which do not exceed 100 percent of the average area

purchase price applicable to such residence, deternined in

accordance with s. 143(e)(2) and (3) of such code.

(3) The Departnent of Revenue shall anend the

Tenporary Assistance for Needy Fanilies State Plan which was

submitted in accordance with s. 402 of the Social Security
Act, as anended, 42 U.S.C. s. 602, to provide for the use of
funds for individual devel opnent accounts in accordance with

the provisions of this section.

(4)(a) Any famly subject totine limts and fully

conplying with work requirenents of the WAGES Program t hat

enters into an agreenent with an approved fiduciary

organi zation is eligible for participation in an individua

devel opnent account.

(b) Contributions to the individual devel opnent

account by an individual may be derived only from earned
4
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incone, as defined in s. 911(d)(2) of the Internal Revenue
Code of 1986, as anended.
(c) The individual or famly shall enter into an

i ndi vi dual devel opnent account agreenent with a certified

fiduciary organi zati on or conmunity-based organi zation

(d) Eligible participants nmay receive natching funds

for contributions to the individual devel opnent account,

pursuant to the WAGES State Plan and the plan of the |oca

WAGES coalition. Wen not restricted to the contrary, matching

funds may be paid fromstate and federal funds under the

control of the local WAGES coalition, fromlocal agencies, or

fromprivate donations.

(e) Eligible participants nay receive bonus paynents

for program conpliance, to the extent provided in the WAGES
State Plan and the plan of the | ocal WAGES coalition. Such
bonus paynents nmay provide for a nmatching proportion higher

t han nmat ching funds descri bed in paragraph (d).

(5) Individual devel opnent accounts nay be avail abl e

once the famly no |longer receives cash assistance for any of

the foll owi ng uses:

(a) Postsecondary educati onal expenses paid from an

i ndi vi dual devel opnent account directly to an eligible

educati onal institution

(b) Qualified acquisition costs with respect to a

qgualified principal residence for a qualified first-tine

honebuyer, if paid froman individual devel opnent account

directly to the persons to whomthe anpbunts are due; or

(c) Anounts paid froman individual devel opnent

account directly to a business capitalization account which is

established in a federally insured financial institution and
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is restricted to use solely for qualified business

capitalization.
(6) The WAGES Program State Board of Directors shal
establ i sh such policies and procedures as may be necessary to

ensure that funds held in an individual devel opnent account

are not withdrawn except for one or nore of the qualified

pur poses described in this section.

(7) Fiduciary organi zations shall be the |ocal WAGES

coalition or other organi zations designated by the | ocal WAGES

coalition to serve as an internediary between individua

account holders and financial institutions hol di ng accounts.

Responsi bilities of such fiduciary organi zati ons nmay i ncl ude

mar keting participation, soliciting matching contri butions,

counsel ing program participants, and conducting verification

and conpliance activities.
(8) The WAGES Program State Board of Directors shal
establish penalties and procedures for enforcing conpliance

with such penalties for the withdrawal of npbneys from

i ndi vi dual devel opnent accounts under fal se pretenses or for

the use of such noneys for other than approved purposes. The

fiduciary organi zation shall make arrangenents with the

financial institution to i npose any penalties or |oss of

mat chi ng funds as specified by the WAGES Program State Board

of Directors on noneys withdrawn. The WAGES Program State

Board of Directors nay, at its discretion, specify conditions

under which an account shall be cl osed.

(9) The fiduciary organi zation shall establish a

gri evance conmittee and a procedure to hear, review, and

decide in witing any grievance made by a hol der of an

i ndi vi dual devel opnent account who di sputes a decision of the
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1| operating organi zation that a withdrawal is subject to

2| penalty.

3 (10) In the event of an account holder's death, the

4 | account nay be transferred to the ownership of a contingent

5| beneficiary. An account holder shall nanme contingent

6 | beneficiaries at the tine the account is established and nay
7 | change such beneficiaries at any tine.

8 (11) Financial institutions approved by the WAGES

9| Program State Board of Directors shall be permitted to

10 | establish individual devel opment accounts pursuant to this

11| section. The financial institution shall certify to the |oca
12 | WAGES coalition on fornms prescribed by the WAGES Program State
13 | Board of Directors and acconpani ed by any docunentation

14 | required by the WAGES Program State Board of Directors that
15| such accounts have been established pursuant to all provisions
16 | of this act and that deposits have been nade on behal f of the
17 | account holder. A financial institution establishing an

18 | i ndi vi dual devel opnent account shall:

19 (a) Keep the account in the nane of the account
20 | hol der.
21 (b) Subject to the indicated conditions, permt
22 | deposits to be made into the account:
23 1. By the account hol der; or
24 2. By neans of contributions nmade on behal f of the
25| account hol der. Such deposits may include noneys to match the
26 | account hol der's deposits.
27 (c) Require the account to earn the narket rate of
28 | interest.
29 (d) Pernit the account holder to w thdraw noneys from
30| the account for any of the perm ssible uses pursuant to
31
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procedures adopted by the WAGES Program State Board of

Directors.

(12) In accordance with s. 404(h)(4) of the Soci al
Security Act, as anended, 42 U. S.C. s. 604(h)(4), and
not wi t hst andi ng any other provision of |aw, other than the

I nternal Revenue Code of 1986, as anended, funds in an

i ndi vi dual devel opnent account, including interest accruing in

such account, shall be disregarded in deternmning eligibility

for any federal or state program Matching contributions paid

directly into such account and contributions by an individua

fromearnings shall simlarly be disregarded in deternining

eligibility for any state or federal program
Section 2. This act shall take effect October 1, 1999.
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LEG SLATI VE SUMVARY

Provi des for establish

i ng individual devel opnent accounts
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mted neans an opportunity to
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i
accunul ate assets, fac ate and nobilize savings,
pronmote educati on, honmeownership, and m croenterprise
devel opnent, and stabilize famlies and build
communities. (See bill for details.)
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