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NEW JERSEY REG STER
VOLUME 34, NUMBER 1
MONDAY, JANUARY 7, 2002
RULE ADCPTI ON
COVWUNI TY AFFAI RS
DI VI SION OF HOUSI NG AND COVMUNI TY RESOURCES
| NDI VI DUAL DEVELOPMENT ACCOUNTS

Adopted New Rules: N J.A C. 5:46

Proposed: Cctober 1, 2001 at 33 N.J.R 3394(a).

Adopt ed: Decenber 11, 2001 by Anthony Cancro, Acting Conmi ssioner, Departnent of
Comunity Affairs.

Fil ed: Decenber 11, 2001 as R 2002 d. 13, with substantive and techni cal changes not
requi ring additional public notice and comment (see N.J.A C. 1:30- 6.3).

Authority: N J.S. A 44:10-90

Ef fective Date: January 7, 2002.
Expiration Date: January 7, 2007

Sunmary of Public Conments and Agency Responses:

Conments were received fromDavid MM Ilin, Esq., Senior Attorney, Lega
Services of New Jersey, Inc.

COMMENT: Under both Federal and State | aw, assets accunulated in |DA accounts
funded with TANF dol |l ars cannot be considered in determning eligibility for
neans-tested benefit prograns. The rul es should provide that assets in |DA
accounts funded with non-public dollars be treated in the same way in
determning eligibility for such prograns. |f necessary, the Departnent shoul d
support legislation to that effect.

RESPONSE: As the commenter appears to acknow edge, this is a matter that is
beyond the Departnment's authority. The Departnment agrees that such |egislation
woul d be appropri ate.

COWMENT: Since non- TANF funded | RA assets cannot generally be excluded from
countabl e assets in determining eligibility for the Suppl emental Security
Incone (SSI) program conmunity-based organi zations should be required by rule
to include in their proposals, if they will offer both TANF and non- TANF
mat ches, a plan for giving beneficiaries of SSI and other progranms with simlar
asset limts priority access to TANF-funded accounts.

RESPONSE: The Departnent believes that the issue of appropriate funding for
di fferent popul ations can be adequately addressed in the course of the process
of selecting those organi zati ons and proposals that nost efficiently and
effectively serve the target population, in accordance with the rules as
proposed.

COMMENT: The rul es shoul d require community-based organi zations to seek the
rel ease of levies on funds in | DA accounts and to oppose turnover notions hy
creditors. INS Revenue Ruling 99-44 is premised on the assunption that matching
funds are beyond the reach of a participant's creditors, but creditors
routinely | evy on bank accounts containing exenpt assets and on joint bank
accounts when only one account holder is subject to a judgnent.

RESPONSE: Requiring organi zations to take | egal action to protect account

hol ders, while certainly legitinate, would constitute an inposition of a
potentially costly requirenent not nmentioned in the proposal, and woul d
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therefore not be permissible in the context of an adoption. However, the

wi I lingness and ability of an organization to protect participants' assets
woul d certainly be a factor in determ ning how efficient and effective their
program woul d be.

COMMENT: The prohibition on marketing of a for-profit organization's own
products as part of a financial literacy program should be extended to apply to
the marketing by a trade association of the products of its menbers.

RESPONSE: The Departnent expects that trade associations would, of necessity,
not market the products of specific nenber organizations, since that woul d be
unfair to the rest of their nenmbership. The rule is being anended to make this
explicit.

COMMVENT: The prohibition on marketing of one's products as part of an
educational program should be noved fromthe definition of "qualified provider
organi zation" to N.J. A C. 5:46-1.7, since it is a substantive rule.

RESPONSE: The Departnent agrees and is naking the change.

COMMVENT: Privatel y-funded |1 DAs should not be exenpt fromthe requirenment that
the plan reach at |east one-third former TANF recipients. Househol ds at the

| owest income |evels have conpleted | DA progranms successfully at the sanme rate
as those at higher levels. Community-based organi zati ons should, at the very

| east, be required to identify the target popul ations of their progranms by

i nconme | evel.

RESPONSE: Sone privatel y-funded prograns are expected to address special needs
popul ati ons that are not forner TANF recipients. These progranms should not be
di squalified by the rules. Organizations will have to provide information about
their target populations in order to docunent the efficiency and effectiveness
of their prograns, as required under the rul es as proposed.

COMMENT: The $10.00 per nmonth minimum deposit is a relatively high amunt for
many | owi ncome people. People at this incone level are likely to be unenpl oyed
periodi cally and should be able to put their accounts on hold. If this cannot
be done, the m ni mum deposit shoul d be $0.00 and the organi zati ons should be
abl e to have procedures for reviewi ng participation after a period of
inactivity.

RESPONSE: Deposits of |less than $10.00 per nonth would be insufficient to
all ow the I evel of accumul ation necessary to allow participants to derive any
real benefit fromthe program One cannot deposit $0.00. The rul es do not
require that a person who fails to make a deposit during one or nore nonths be
dropped fromthe program

COMMENT: The text of the second clause of the second sentence of N J.A C
5:46-1.4(a) should be rewitten to state sinply that the instrument nust bear
"rates and fees at |least as favorable to the depositor as the best terns
avail able to other customers with simlar accounts at each participating
financial institution."

RESPONSE: The suggested revision is accepted.

COWENT: Funds shoul d be available on 10 days' notice, rather than 30 days
noti ce. Administering organizations do not need 30 days to approve wi thdrawal
of funds and interest and eligibility for matching funds.

RESPONSE: The Departnent believes that 10 days would not be sufficient tine
for all reviews to be done properly in a new program Once all parties have had
nore experience with the program this is a matter that could be revisited if
there were to appear to be a problem

COMMENT: Mdst participants will not be able to save anywhere near $1,500 per
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year. In order to encourage successful participation and allow accumul ati on of
sufficient funds, participants should be allowed up to five years to earn a
mexi mum of $4, 500 i n matching funds.

RESPONSE: The Departnent believes that allowi ng three years to accunul ate
enough funds to be of value for purchase of a home, starting a business or
getting a post-secondary education is not unreasonable. The rules provide that
nore tine can be allowed in unusual circunstances. This is a matter that wll
be revisited shoul d experience denonstrate that nore tine is needed for
meani ngf ul results.

COWENT: The statutory limtation on the use of funds for the three specified
purposes only applies to TANF-funded accounts. The Departnent should all ow

ot her uses for non- TANF funded accounts, including home repairs, auto-rel ated
expenses and househol d furniture.

RESPONSE: The purpose of seeking and using non-TANF funds is to expand the
program not to have a parallel programw th different objectives. Any
expansion of the list of permtted uses of programfunds is a matter for the
Legi slature to determ ne

COWENT: The program shoul d all ow potential |DA program participants who have
phi | osophi cal or religious objections to receiving interest or nmatching funds
to wai ve paymnent.

RESPONSE: The Departnent considers it unlikely that anyone having such beliefs
woul d want to participate in this program since the whole incentive for
participation is the matching funds. Should such a person desire to participate

only in an economic literacy program the Departnent will provide information
about such prograns.

Federal Standards Statenent

These rules inmplenent a programthat has been devel oped in response to Federa
| egi sl ation authorizing the states to undertake initiatives to bring persons
who have been dependent on public welfare into the |abor market, so that they
can become self-sufficient. These rules are consistent with the |ndividua
Devel opnent Account Act, a statute adopted by New Jersey as its initiative
under the Federal Law.

Full text of the adoption foll ows:

CHAPTER 46
NEW JERSEY | NDI VI DUAL DEVELOPMENT ACCOUNT PROGRAM RULES

SUBCHAPTER 1. GENERAL PROVI SI ONS

<< NJ ADC 5:46-1.1 >>
5:46-1.1 Title, scope; purpose

(a) This chapter shall be known as the "New Jersey |ndividual Devel opnment Account
Program Rul es. "

(b) The scope of this chapter includes the follow ng:

1. Policies concerning the establishnent of individual devel opnent accounts;

2. Mninum standards for econom c literacy education
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3. Selection criteria and requirenents for participating conmnity-based
organi zati ons; and

4. Eligibility criteria for individual participants.

(c) This chapter is intended to facilitate fair and efficient inplenentation of the
New Jer sey | ndividual Devel opnment Account Act, P.L. 2001, c.93, so that all eligible
i ndividuals will have an opportunity to establish individual devel opnent accounts
with State assistance, to the extent that funding will permt.

<< NJ ADC 5:46-1.2 >>
5:46-1.2 Definitions

(a) Al definitions set forth in section 3 of the New Jersey |ndividual Devel opnent
Account Act, N.J.S. A 44:10-88, as follows, shall be applicable to this chapter

"Account hol der" means a person who is the owner of an individual devel oprment
account .

"Conmi ssi oner" neans the Conmi ssioner of Conmunity Affairs.

"Comuni ty- based organi zati on" nmeans a not-for-profit organization described in
section 501(c)(3) of the Internal Revenue Code of 1986 (26 U.S.C. 8§ 501(c)(3)) and
exenpt fromtaxation under section 501(a) of the Internal Revenue Code of 1986 (26
US.C 8§ 501(a)), that is approved by the Commi ssioner to inplenent the New Jersey
I ndi vi dual Devel oprment Account Program established under the Act.

"Departnent” neans the Departnment of Community Affairs.

"Economic literacy" neans a basic understandi ng of budgets and savi ngs accounts,
credit and interest and how to use financial services; and having a savings plan and
using it to reach the account hol der's savings goal for an individual devel oprent
account .

"Eligible individual" neans an adult with an annual household gross incone up to a
maxi mum of 200 percent of the official poverty |evel.

"Financial institution" means a State or Federally chartered bank, savings bank
savi ngs and | oan association or credit union with an office in this State.

"Fund" neans the Individual Devel opment Account Fund established pursuant to 42
US C &8 604(h) and 45 CF. R Part 263 (45 CF.R &8 §8 263.0 et seq.).

"1 ndi vi dual devel opnent account" means an account established pursuant to 42
US.C 8 604(h) and 45 CF.R Part 263 (45 CF.R 8 8 263.0 et seq.) in trust for
an eligible individual that is a trust account pursuant to the "Miltiple-party
Deposit Account Act," P.L. 1979, c¢.491 (N.J.S. A 17:161-1 et seq.).

"Progrant means the New Jersey | ndividual Devel opnent Account Program established
pursuant to the provisions of the Act.

"Program contributor" neans a person or entity who nakes a contribution to an
i ndi vi dual devel opnent account reserve fund, except that "programcontributor" does
not mean the account hol der

"Reserve fund" neans the individual devel opnent account reserve fund created by a

conmuni ty- based organi zation for the purposes of funding the costs incurred in the
adm ni stration of the program receiving natching funds fromthe State; and
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provi di ng matching funds for individual devel opnent accounts pursuant to section 5
of the Act, N J.S A 44:10-90.

(b) Additionally, the follow ng words and terns, when used in this chapter, shal
have the fol Il owi ng neani ngs, unless the context clearly indicates otherwi se:

"Act" means the New Jersey |ndividual Devel opment Account Act, P.L. 2001, c.93,
N. J.S. A 44:10-86 et seq.

"Qualified provider organization" nmeans an organi zati on delivering econonic
literacy training which is approved by the Conmi ssioner to provide such training,
and may include a non-profit community-based organi zation, a public or private
school or school district, an institution of higher education, a nonprofit consuner
protection or consumer education organization, a for-profit educational institution
or a trade association of financial institutions. <<- A for-profit organization
shall not market its own products or services in the course of training.->>

"Supervi sed savi ngs account" means a savi ngs account of an individual account

hol der for which a community-based organi zation receives at |east quarterly
financial docunentation and has docunmentation sufficient to establish the source of
all deposits.

<< NJ ADC 5:46-1.3 >>
5:46-1.3 Participation criteria for organizations

(a) In order to qualify for approval for participation in the Program a comrunity-
based organi zation shall denonstrate, to the satisfaction of the Departnent, that it
neets the following criteria:

1. It shall qualify as a tax-exenpt, not-for-profit organization under sections
501(a) and 501(c)(3) of the U S. Internal Revenue Service;

2. It shall maintain sufficient facilities that are reasonably accessible to
account hol ders, including people with disabilities;

3. It shall have human and material resources sufficient to i nplenent the Program
inits local community and shall have a history of providing service to | owincone
persons in that conmunity and of success in raising funds for that purpose. If it is
a new organi zation, it shall have staff and board nmenbers who have had such
experience in other organizations;

4. It shall present a workable plan for devel oprment, inplenentation and
managenent of an individual devel opnent account programin the community, which plan
shal I include endorsenment fromat |east one cooperating |ocal financial institution
The plan shall indicate the length of tine, in nonths and years, of the operation of
t he program by the organi zation, taking into account the resources that are or wll
be avail abl e;

5. It shall offer a conprehensive econonic literacy programsuited to the needs of
the participating individuals, either with its own staff or under a proposed
agreenment with a qualified provider organization

6. It shall identify the target popul ation, together with a workable plan to
exceed, to the extent that it shall identify, the mninumrequirenment of 33.3
percent participation by current or forner WorkFirst New Jersey recipients pursuant
to P.L. 1997, ¢c.38 (N.J.S. A 44:10-55 et seq.), or Aid to Famlies wth Dependent
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Children recipients, or Tenporary Assistance for Needy Fam|ies (TANF) recipients
pursuant to 42 U.S.C. 8§ § 601 et seq. when using Federal TANF funding; and

7. It shall denobnstrate that it has nmade a good faith effort to develop a
sati sfactory working relationship with the WirkFirst New Jersey Programand wth
the Workforce Investnent Board of the county in which the comunity is |ocated; and

(b) The Departnment shall select for participation in the Programthose
organi zations that, in its judgnment, would nost effectively and efficiently provide
to the target population the service required by the statute.

<< NJ ADC 5:46-1.4 >>
5:46-1.4 Trust accounts for individuals

(a) A community-based organi zation participating in the Programshall naintain a
separate trust account in a financial institution as defined by the Miltiple Party
Deposit Account Act, P.L. 1979, c.491, N J.S. A 17:161-1 et seq. The trust account
shal |l be an interest-bearing savings instrunent<<-, not |ess favorable to the
depositor than the rates and fees of prevailing market rateaccounts of each
participating financial institution, applicable to |like deposits by financial
institutions in this State->> <<+bearing rates and fees at |east as favorable to the
depositor as the best terns available to other custonmers with simlar accounts at
each participating financial institution+>>.

(b) To the extent that available funding, including funding fromboth public and
non-publ i c sources, may allow, the match rate shall be at |east one dollar for each
dol | ar deposited by the account holder into a supervised savings account.

1. Matching trust account deposits shall only be nmade for incone earned by the
i ndi vidual and not deposited by any third party.

<< NJ ADC 5:46-1.5 >>
5:46-1.5 Supervised savi ngs accounts

(a) The conmunity-based organi zations shall apply criteria for mnimum and nmaxi num
| evel s of deposit that have been approved by the Departnent. These criteria shall be
det erm ned based upon the circunstances of the population to be served; provided,
however, that in all cases the mninmum |l evel of deposit shall be not |ess than
$10. 00 per nonth.

(b) Deposits in excess of $1,500 per year shall not be eligible for matching funds.

(c) No withdrawal of funds from any supervi sed savings account shall be permtted
by a financial institution w thout signatures of both the account hol der and an
aut hori zed representative of the community-based organi zati on

1. Prior to consenting to any withdrawal of funds, a representative of the
conmuni ty- based organi zati on shall discuss with the account hol der the consequences
of the intended w thdrawal of funds. The community-based organi zati on shall not
unreasonably withhold its consent to the wi thdrawal.

(d) The account hol der nay, upon the approval of the community-based organization
wi t hdraw noneys fromthe account hol der's individual devel opnent account in the form
of a joint check or transfer of funds nade payable to the account hol der and the
payee of the approved withdrawal, pursuant to 45 CF.R 8§ 263.22, for any of the
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fol |l owi ng purposes:

1. Post-secondary educational expenses as defined in 42 U S.C § 604(h)(5) and 45
CF.R & 263.20;

2. Qualified acquisition costs of a primary residence as defined in 42 U S.C. §
604(h)(5) and 45 C.F.R § 263.20; and

3. Qualified business capitalization expenses, as defined in 42 U S.C. 8§
604(h)(5) and 45 CF.R § 263.20.

(e) In the event that an account hol der w thdraws any noney from a supervised
savi ngs account for any other than post-secondary educational expenses, qualified
acquisition costs of a primary residence, or qualified business capitalization
expenses there shall be a commensurate reduction in the amobunt of noney held by the
conmuni ty- based organi zation in the trust account maintained for that account

hol der. Funds wi thdrawn fromthe trust account pursuant to this subsection shall be
used for matching deposits in other trust accounts, unless the Departnment shal
ot herwi se direct.

<< NJ ADC 5:46-1.6 >>
5:46-1.6 Timre limtations

(a) An account hol der who wi shes to wi thdraw nmoney from a supervi sed savi ngs
account and receive matching funds fromthe matching trust account shall give to the
conmuni ty- based organi zation serving as trustee not | ess than 30 days advanced
notice of intent to nake such withdrawal .

(b) In order to be eligible to withdraw funds fromthe supervi sed savi ngs account
and receive matching funds fromthe trust account, an account hol der nust first

mai ntai n the supervi sed savi ngs account until he or she satisfactorily conpletes the
financial education course and asset-specific training program

1. The Departnment may, at its discretion, set specific criteria governing
wi t hdrawal of funds fromthe supervised savi ngs account and recei pt of natching
funds prior to the satisfactory conpletion of the financial education course and
asset-specific training programto allow an account holder to attain an asset-
speci fic goal

(c) Matching funds may be earned for a period not to exceed 36 nonths.
1. The Departnment may, at its discretion, extend the maxi mumlength of time an

account hol der may participate in the programto accombdate the needs of speci al
popul ati ons and/or extraordi nary circunstances.

<< NJ ADC 5:46-1.7 >>
5:46-1.7 Financial education
(a) Each account hol der shall be required to satisfactorily conplete a financial
education course and an asset-specific training programin one of the three
qualified areas under N. J. A . C. 5:46-1.5(d), sponsored by the participating
conmuni ty- based organi zati on

(b) Community-based organi zati ons may use either their own staff or a qualified
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provi der organi zation to teach financial education courses and asset- specific
trai ning progranms to account hol ders.

(c) Upon being approved for funding by the Departnent, any qualified provider
organi zation, or any conmunity-based organi zation that wi shes to use its own staff
to teach financial education courses and asset-specific training prograns, shal
submit its proposed course and programto the Departnent for approval at |east 60
days prior to the first session. The application for approval may be in letter form

(d) Each application for course and program approval shall be subnitted in the nane
of the organization by a person authorized by the governing board to do so and
shall, at a minimum contain the follow ng infornmation

1. A description of the Iength of each session, the frequency of the sessions and
the total nunber of sessions;

2. An outline of the course and program content, broken down by session

3. A description of any materials or texts to be used;

4. A statenent of the qualifications of the person(s) who will be teaching the
course and program

5. A statement of how often the course and programwi || be offered;

6. A statement that the organization will notify the Departnent if the course and
programis w thdrawn or changed in any way;

7. A statenent that, if the course and programis taught by a qualified provider
organi zation, it will informthe comunity-based organi zati on whenever a partici pant
wi t hdraws from the training;

8. A statenent that the organization will conduct the course and programin
accordance with the Act, this chapter and any directives that the Departnent may
i ssue pursuant thereto; and

9. A statenment of any rules or requirenents of the organization with which account
hol ders must conply.

(e) Upon verification that a proposed course and program neets the requirenents and
intent of this chapter and of the Act, the Departnent shall issue a letter of
approval to the organization that includes any ternms and conditions of the approval.
The approval shall only continue in effect so | ong as the course and program
conforms to the application and to any ternms and conditions inposed by the
Depar t ment .

(f) The Departnent nmay revoke its approval, after notice and an opportunity to be
heard, whenever it determi nes that a course and program does not conformto the
requirenents of the Act, of this chapter or of the ternms and conditions of the
approval .

<<+(g) A for-profit organization shall not nmarket its own products or services in

the course of training, nor shall a trade organi zati on market the products of a
specific for-profit organization. +>>

Copr. © West 2003 No Claim to Orig. U.S. Govt. Works



34 N.J.R. 270(a) Page 9
34 N.J. Reg. 270(a)

34 N.J.R 270(a)
END OF DOCUNMENT
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