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l. Summary:

Committee Subgtitute for Senate Bill 350 alows families receiving temporary cash asssance to
establish Individua Development Accounts (IDAS) for saving earned income to purchase a
home, pay for acollege or vocationa education, or start a business. The committee substitute
alows regiond workforce boards to match IDA contributions using funds from the federa
Temporary Assstance for Needy Families (TANF) block grant and other funds. The funds saved
inanindividud’s IDA are not congdered when determining eligibility for TANF, food stamps,
Medicaid, or other means-tested programs. The regiona workforce boards or other community-
based organizations will serve asfiduciary organizations for the IDAs. Funds from an IDA may
only be withdrawn after the family no longer receives cash assstance and may only be used for
postsecondary education expenses, acquisition costs of aresidence for afird-time homebuyer, or
business capitalization expenses.

This committee subgtitute creates an unnumbered section of the Florida Statutes.
I. Present Situation:
Temporary Assistance for Needy Families
In 1996, the United States Congress enacted the Personal Responsibility and Work Opportunity

Reconciliation Act.! The act created block grants for Temporary Assistance for Needy Families
(TANF) and replaced the former Aid to Families with Dependent Children (AFDC) program.?

L Pub. L. No. 104-193, 110 Stat. 2105 (1996).

2 See 42 U.SC. s 601(a); H.R. Conf. Rep. No. 104-725, 104th Cong., 2d Sess. 264 (1996).
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The TANF block grant may only be expended under a state plan approved by the United States
Department of Health and Human Services In Florida, the TANF state plan is submitted by the
Department of Children and Family Sertvices.

Under Florida s Workforce Innovation Act of 2000,* the Legidature created Workforce Florida,
Inc., and the Agency for Workforce Innovation. In addition, the act revised the duties of the 24
regiona workforce boards. Established as a not-for-profit corporation,® Workforce Florida, Inc.,
is the principa workforce policy organization for the state.® The purpose of Workforce Florida,
Inc., is“to design and implement Strategies that help Floridians enter, remain in, and advancein
the workplace, becoming more highly skilled and successful, benefiting these Horidians, Horida
businesses, and the entire state, and to assist in developing the state' s business dlimate.”” The
Agency for Workforce Innovation is an independent state agency? that ensures the state
appropriately administers federd and state workforce funding by administering the plans and
policies of Workforce Florida, Inc., under contract with Workforce Florida, Inc.

Workforce development services are ddlivered to citizens by the regional workforce boards'®
through the one-stop delivery system.** These workforce development servicesinclude avariety
of employment and training programs;*? some of which are funded through the state’'s TANF
block grant.

Individual Development Accounts

As part of the federa Personal Responsibility and Work Opportunity Reconciliation Act of 1996,
the United States Congress dlows TANF block grant funds to be used as matching funds for
Individual Development Accounts (IDAS).2® An IDA is adedicated savings account that may
only be used for purchasing afirst home, education or job-training expenses, or capitalizing a
amal business. The federd act permitsindividuas digible for assstance under the sate’'s TANF

$42U.SC.s 602

# Chapter 2000-165, L.O.F.

® Section 445.004(1), F.S.

6 Section 445.004(2), F.S.

"1d.

8 The Agency for Workforce Innovation (AWI) is created within the Departrent of Management Services (DMS), but is not
subject to contral, supervision, or direction by DMSin any manner, including, but not limited to, personnel, purchasing,
transactionsinvolving real or persond property, and budgetary matters. Section 20.50, F.S.

9 Section 2050(1), F.S.

10 Section 445.007, F.S.

! Section 445.009, F.S.

24,

13 Section 404(h), Pub. L. No. 104-193, 110 Stat. 2125-27 (1996) (codified at 42 U.S.C. s 604(h)).
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program to establish an IDA.** The IDAs are designed to enable families to accumulate funds for
one of the following qualified purposes™

Postsecondary educational expenses: tuition, fees, books, supplies, and equipment
required for courses a an digible educationd inditution.

First home purchase: cost of acquiring, congtructing, or recongtructing aresidence for a
qudified firg-time homebuyer.

Business capitdization: expenditures for the capitdization of a quaified busness under
an gpproved business plan.

An DA is funded through periodic contributions by an digibleindividud,*® but these
contributions may only be made from funds that are derived from earned income*” The
contributions are subsequently matched by or through a not-for-profit corporation or a Sate or
loca government agency acting in cooperation with a not-for- Erofit organization.'® States may
use TANF block grant funds, Welfare-to-Work grant funds,™® or non-state or federa dollarsto
match an individua’s contribution to an IDA.%°

Thefundsin an IDA are disregarded in determining eligibility for, or the amount of, any
assigance in any federd means-tested program, including TANF, the Food Stamp Program, and
Medicaid. Withdrawads from IDAs must be paid directly to a college or univeraty, a bank,
savings and loan, an individud selling ahome, or a business capitaization account (if the

account holder is starting a business).?*

Postsecondary educationd expenses may only be paid to certain digible educationd ingtitutions:
1) indtitutions described in the federa Higher Education Act of 1965, which in Horidaare any
postsecondary education ingtitutions accredited by an agency recognized by the Department of
Education, with some exceptions; or 2) area vocationd educationa schools as defined in the Carl

14 42 U.SC. s 604(h)(2(A).

15 2 U.5C. s 604(h)(2)(B).

18 £2U.SC. s 604(h)(3)(A).

17 42 U.SC. s 604(h)(2)(C) (citing 26 U.S.C. s 911(d)(2)): “Theterm ‘earned income’ meanswages, sdaries, or
professiond fees, and other amounts received as compensation for persona services actualy rendered, but does not include
that part of the compensation derived by the taxpayer for persona services rendered by him to a corporation which represents
adigribution of earnings or profits rather than a reasonable alowance as compensation for the persond services actudly
rendered.” 26 U.S.C. s. 911(d)(2)(A).

18 42U.SC. s 604(h)(3).

1942 U.SC. s 603(3)(5).

20 42 U.SC. s 604(h)(1).

2L 42 U.SC. s 604(h)(2)(B).
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D. Perkins Vocationa and Applied Technology Education Act, which in Horida are the
vocational education programs operated by the school districts and community colleges.®?

Federd welfare policy has higtoricaly penalized asset acquisition by low-income families by
denying digibility to public assstance for those families with assets in excess of $2,000.
However, IDAs are intended to encourage savings and increase asset accumulation with
matching funds. The IDASs can dso act as an employment incentive and promote job retention
because they provide the meansto invest in additiond training, skill upgrading, entrepreneurid
avenues of employment, and affordable housing.

Since 1993, 29 states have passed legidation to support IDAs > and eight states have
implemented state IDA policy initiatives through administrative rules®* Thirteen states have
ether planned or implemented the use of TANF funds for match and adminigration, and 32
gates have included in their TANF state plan that TANF funds would be used or considered for
IDA programs.?®

In addition to state-level IDA initiatives, a number of independent IDA programs have been
edtablished in communities. Five community-based IDA programs are identified in Florida:

The Miami-Dade Passageway to Independence received a Welfare-to-Work competitive
grant to offer IDAsto TANF recipientsin public housing. As earningsincrease, so does
housing rent. A part of the rent paid is deposited into an escrow account on behdf of the
recipient and matched with grant funds. When the participant has completed the program,
the escrow and match would be provided to purchase a home.

Both the Catholic Charities of the Archdiocese of Miami and the Lutheran Socid

Services of Northeast Horidain Jacksonville are offering their IDA programs to refugees
usng afederd grant from the Office of Refugee Resattlement Fund within the United
States Department of Hedlth and Human Services. The Catholic Charities IDA program
dlowsfor the purchasing of ahome, an automobile, microenterprise expenditures, a
compuiter, or education expenses. The Lutheran Socia Services IDA program is currently
limited to purchasing a vehicle or compuiter.

The Pindlas Opportunity Council uses Community Service Block Grant funds to provide
IDAs to individuas with incomes below 125 percent of the federd poverty leve who are
enrolled in its Family Development or Self- Sufficiency Program. Funds can be used for
home ownership, major home repairs, educationa expenses, and small business
expenditures.

The YWCA of Greater Miami-Dade will be implementing its IDA program in March
2001. Funding for the IDA initiative is being provided by the Citigroup Bank. Individuas
with ajob and incomes of less than $25,000 per year will be digible to participate.

22 42 U.SC. s 604(h)(5)(A).

23 Center for Socid Development, Washington Univ. (of S. Louis), IDA Policy in the States, Table 6: Summary of Sate IDA
Policy, 15 (Jan. 2001).

24 4.

4.
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Permitted uses of the IDA funds are to purchase first homes, return to school, and
entrepreneuria expenses.

These independent community-based IDA programs appear to target specific population groups
based on the funding received. Each isreatively new, with only two programs just beginning to
See participants reach their goas of purchasing avehicle or ahome with IDA savings. However,
for participants in these independent IDA programs who apply for other public assstance
programs, with possibly some rare exceptions, their contributions to the IDA are congderedin
determining their digibility for public assstance and can prevent the receipt of wefare trangtion
sarvices, such asfood stamps or Medicaid.

[I. Effect of Proposed Changes:
Regional Workforce Boards May Fund Individual Development Accounts

The committee subgtitute implements the provisions of the federa Persond Responsbility and
Work Opportunity Reconciliation Act of 1996?° relating to Individua Development Accounts
(IDAs)?" and provides legidative intent that the purpose of the committee sLbstitute isto
“provide families having limited means an opportunity to accumulate assets and to facilitate and
mobilize savings, to promote education, homeownership, and microenterprise development; and
help to gabilize families and build communities”

The committee substitute requires Workforce Florida, Inc. (WFI), to establish procedures for
regiona workforce boards to include IDAs as part of their dlocation from the federd Temporary
Assstance for Needy Families (TANF) block grant program. Further, the Department of
Children and Family Servicesis required to amend the TANF gtate plan to alow for the use of
the TANF block grant as matching fundsto IDAS.

The committee subgtitute dlows afamily subject to time limits and fully complying with the
work requirements of the temporary cash assistance program?® to participate in an IDA. Under
this program, the family may establish an IDA by entering into an agreement with an approved
fiduciary organization. The fiduciary organization serves as an intermediary between the family
and the financid indtitution holding the IDA. The committee subgtitute further provides
minimum requirements for the account agreement.

The family is permitted to make contributions to the IDA only from earned income. The
committee substitute allows, but does not require, regiona workforce boards to provide matching
funds for these contributions from the state and federal funds under the control of the board,

from loca agencies, and from private donations. These funds would include funds from the
TANF block grant. These matching funds may only be provided under the strategic plar?®

26 pyb, L. No. 104-193, 110 Stat. 2105 (1996).
27 Section 404(h), Pub. L. No. 104-193, 101 Stat. 2125-27 (1996) (codified at 42 U.S.C. s 604(h)).
28 Sections 414.045, 414.065, 414.095, 414.105 & 445024, F.S.

2 See s, 445,006, F.S.
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developed by WHI, and bonus payments for program compliance are aso permitted if included
in the gtrategic plan. WH is aso required to establish procedures that limit, among other things,
the ratio and limits on deposits for matching funds.

The committee subgtitute provides that fundsin an IDA, including accrued interest, are to be
disregarded in determining digibility for any federd or sate program.

Limitson Use of Funds and Safeguards

The committee substitute mandates that IDA funds may only be withdrawn after the family isno
longer recaiving cash assstance, and only for one of the following qualified purposes.

Postsecondary education expenses paid directly to the educationd indtitution;

Quadlified acquidtion cogts for a home for firgt time homebuyers paid directly to the
persons to whom the payment for the residence is due; or

Qudified business capitdization paid directly to a business capitdization account that is
edtablished in afinancid inditution.

Workforce Florida, Inc. (WHI), isrequired to establish policies and procedures ensuring that IDA
funds are not withdrawn except for these qudified purposes, including conditions for dosng an
account. The account agreement between the fiduciary organization and the account holder is
required to include pendties for withdrawal of funds not used for one of these qudified

purposes.

The committee subdtitute provides that the regiona workforce board or another community-
based organization designated by the regiona workforce board must serve asthe fiduciary
organization. The fiduciary organization may be responsible for marketing participation,
soliciting matching contributions, counseling program participants, and conducting verification
and compliance activities. Thefiduciary organization is aso required to establish a grievance
committee and procedures for conddering any grievance made by an IDA participant who
disputes a determination that funds were withdrawn for uses other than a qudified purpose.

An IDA participant is required to name a contingent beneficiary a the time the account is
established. In the event of the death of the IDA participant, the committee substitute alows the
IDA to be transferred to the ownership of the contingent beneficiary.

The committee subgtitute authorizes financid ingtitutions that are gpproved by WFI to establish
IDAs Thesefinancid inditutions are required to certify that establishment of the IDAsisIn
accordance with the forms, documentation and requirements prescribed by WHI.

Compliance with Federal Law

The committee subgtitute closely tracks the requirements in the federal Persona Responsibility
and Work Opportunity Reconciliation Act of 1996 relating to IDAs*° induding the definitions

30 Section 404(h), Pub. L. No. 104-193, 101 Stat. 2125-27 (1996) (codified at 42 U.S.C. s 604(h)).
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used in the federd act. With the exception of the term “financid indtitution,” each of the terms
used in the committee subsgtitute are prescribed in the federa act. These definitions closely
mirror those provided in federa law with one exception. The term “qualified plan” meansa

gpecified “busness plan” in the federd act. The committee substitute defines the term to mean a

specified “business plan or a plan to use a business asset purchased.”
Effective Date
The committee substitute takes effect October 1, 2001.
Constitutional Issues:
A. Municipality/County Mandates Restrictions:
None.
B. Public Records/Open Meetings Issues:
None.
C. Trust Funds Restrictions:
None.
Economic Impact and Fiscal Note:
A. Tax/Fee Issues:
None.

B. Private Sector Impact:

The establishment of IDAs may produce a positive economic impact in severd industries,

and through the encouragement to save, invest, and build assets provided by the IDA, some
families may be provided with the means to transition to better paying jobs and greater sdif-

aufficiency. Firg, funds will be held in accredited financid ingtitutions. Second, some

former public assstance recipients may be able to create jobs for themselves and others by

using the IDA to fund business capitdization. Third, some former public assstance

recipients may use the funds to purchase a home, profiting the red estate and construction
industry. And finaly, some former public assistance recipients may use the fundsto atend

private colleges, universties, and schools.

C. Government Sector Impact:

The committee subgtitute alows, but does not require, regiona workforce boards to dlocate
funds from the Temporary Assistance for Needy Families (TANF) block grant or other state

and federal funds under the control of the regiona workforce board as matching funds for

contributions by digible families to Individua Development Accounts (IDAS). In addition,
the committee substitute establishes the regiond workforce boards or other community-
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VI.

VII.

VIILI.

based organizations designated by the regiona workforce boards as the fiduciary
organizations for the IDAs. These fiduciary organizations may be responsible for, among
other things, soliciting matching contributions. Consequently, funds alocated by regiond
workforce boards to match contributions to the IDAs may include a mixture of TANF block
grant funds, other state and federa funds, funds from loca agencies, and private donations.

Workforce Florida, Inc. (WFI), reports that the oversight, policy and procedura
respongbilities required of WFI in the committee substitute will increase workload, but only
minimaly. The additiond workload for the staff of WHFI and the Agency for Workforce
Innovation will not require additiona funds for operations.

Technical Deficiencies:
None.

Related Issues:

None.

Amendments:

None.

This Senate staff analysis does not reflect the intent or officia position of the bill’ s sponsor or the Horida Senate.




