May 9, 2003
 
 
Dear MOKAN Save Conference Participants:
 
I would like to take this opportunity to welcome each of you to the MOKAN Save IDA Conference.  It is with great regret that I cannot attend today’s session to meet and visit with you.  Due to a very bad storm in our area, we had lots of damage to our property and have been without electricity since Tuesday afternoon.  We are hoping to have power back on sometime today.
 
I feel very strongly that individual development accounts are one significant pathway for our state’s low-income residents to build assets, and as a result have opportunities to purchase homes, achieve advanced job training, complete higher education and start their own businesses.  Individuals and communities can greatly increase their opportunities for an overall improvement in the quality of life when assets are attainable by every resident.
 
As the manager of the Family Development Account Program, I would like to request your help in promoting and educating members of communities about this exciting program.  Please know that I relish the opportunity to further discuss the program and application process with you at anytime.  I may be reached at 573-526-5417 or e-mail:  khenry@ded.state.mo.us
 
I want to extend a very special thank you to the staff of the Center for Social Development at Washington University, Missouri Association for Social Welfare, The Ewing Marion Kauffman Foundation and the MOKAN Save Collaborative.  They have been priceless sources of support, advocacy and education in the IDA field.  We have wonderful, dedicated partners, and I encourage you to become one of our partners in strengthening and expanding asset- building opportunities both in Missouri and Kansas.
 
My very best wishes for a productive, informative and enjoyable conference.  Again, I wish that I could be present to personally address questions and comments.  I look forward to hearing from you in the near future.  Hopefully, the springtime storms will end soon and that brighter economic times are on the horizon.
 
My best regards,
 
 
Karen A. Henry
Program Manager
Family Development Account Program
MISSOURI’S FAMILY DEVELOPMENT ACCOUNT PROGRAM

ENABLING LEGISLATION:

The Missouri General Assembly passed legislation in 1999 creating the Family Development Account Program (FDA).  The program, administered by the Missouri Department of Economic Development, is a community building initiative established for the purpose of promoting self-sufficiency through asset development for low-income Missourians in a matched savings program (also known as Individual Development Accounts—IDAs).

HOW IT WORKS:

The Missouri Department of Economic Development grants state income tax credits to an eligible taxpayer that donates money to an organization approved to administer a FDA project.  Donors get 50% of their donation (up to $50,000 within a tax year) to be used against Missouri state tax liabilities.  Tax credits are an incentive for donations.  Organizations approved to administer a FDA project recruit low-income Missourians into a matched savings program to offset costs for:

1. Education at an accredited institution of higher learning;

2. Job training at an accredited or licensed training program;

3. Purchase of a primary residence; or

4. Start-up capitalization of a small business.

Community based organizations provide a match of up to 3:1 for cash contributions deposited by the saver into the account.

The participating saver is required to:

1. Open a Family Development Account at an approved financial institution.  All monies in the account, including interest earned, belong to the saver.

2. Identify an eligible use for the savings and matching funds.

3. Attend at least four economic literacy seminars established by the community-based organization.

4. Limit deposits to not more than $2,000 in a calendar year.

5. Withdraw funds for approved expenditures.

6. Participate at least 6 months before making withdrawals.

7. Withdraw funds for allowable program purposes no later than the end of five years following the saver’s initial approval.

The Missouri Department of Economic Development sets a high priority on supporting programs that have identified outcomes, performance targets, milestones and have outlined how those outcomes will be measured and verified.  Quarterly progress reports, final project evaluations and project audits are examples of some of the documentation that organizations are required to submit as part of the administration of the program. 

The FDA Program receives $4 million in state tax credits annually.  There is no application deadline allowing organizations to submit proposals based on their timelines, rather than a “forced” deadline.

Missouri’s Department of Economic Development has and continues to partner with a number of organizations to develop a successful program for our customers.  A number of non-profit agencies advocated and lobbied for passage of the IDA legislation.

Missouri’s Challenge: 

The FDA legislation, as it was drafted and passed, permitted only organizations chartered under Missouri Chapter 352 to qualify for tax credits.  Since most nonprofits that want to administer IDA programs are chartered under Missouri Chapter 355, a challenging barrier was created.

The 352 status is an antiquated designation established in the mid-1800s.  This designation must be granted by county circuit court judges.  Most circuit court judges today are unfamiliar with the process and this factor has created even more frustration for organizations that are committed to beginning IDA programs in Missouri.  We continue to explore ways to overcome the barriers inherent in the law’s language.

We were very fortunate to have had an offer of assistance from a professor at St. Louis University School of Law who volunteered students to help any non-profit organization in Missouri to obtain the 352 authorization (free of charge).  These law clinic students have developed a streamlined procedure for organizations that wish to establish a 352-chartered arm for IDA programs. 

Prudent program implementation is paramount, and we are very fortunate to have many organizations, businesses and financial institutions working to ensure a successful statewide IDA program.  Program guidelines have been developed to allow for innovative design, creativity and flexibility to best meet the needs of local communities.  We want to entice individuals and families to participate and realize the value of accumulating assets that will improve their quality of life and self-reliance. 

The state, in no way, wants to micro-manage the implementation process.  The experts are in the local communities—they know what works best and how best to reach individuals who can benefit from the program.

We are extremely pleased and excited that so many organizations have made a commitment to work with us on Missouri’s Family Development Account Program.  We are convinced the rewards will be abundant for everyone involved.

MISSOURI’S FAMILY DEVELOPMENT ACCOUNT PROGRAM

TAX CREDITS AS A STATE FUNDING SOURCE

· Offering tax credits can provide an incentive for individuals/businesses to direct their tax dollars to organizations in their local communities rather than into the big “pot” of general revenue funds where most often they have no direct voice on how the funds are used.

· Organizations can offer tax credits to the past “faithful” contributors as a sort of reward/special gift for their past and continued commitment to the organization—contributors often times increase or may even double their donations.

· In times of extremely tight state budgets, tax credit programs may be targeted for reduction—state seeking more revenue flowing into general funds.  (As in the current situation, all state tax credit programs are “under the microscope” so to speak.)

· Some organizations perceive that administering a tax credit program involves lots of cumbersome government paperwork and is not worth the effort.  This is not the case in Missouri; however, it is imperative that education is provided about how the process works—essential for dispelling these perceptions.

· Similar tax credit programs have been operating in Missouri for a number of years.  These program applications have become increasingly competitive because organizations have educated their donors of the available tax benefits.  Many of the organizations have doubled, and even tripled their total donations simply by having tax credits to offer to contributors.  Many organization executives share their enthusiasm and success stories with legislators, state department leaders and the general public.  The overwhelming consensus is that state tax credits have and are making a definite, positive impact on both program services and organizational goals. 

· The Family Development Account Program staff and our partners continually seek out additional sources of funding to assist organizations with administering IDA programs.  Some of these sources include federal grants, foundation grants and Community Development Block Grant (CDBG) funds. 

