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MEMORANDUM

DATE: March 6, 2007

TO: Council

FROM: Henry T. Perea, Council Presiden(@
RE: Individual Development Accounts

Over the past several years, the issues of poverty, homelessness, and economic
mobility have been front and center at City Hall. The report issued by the
Brookings institute, which gave Fresno the top spot in the nation with
concentrated poverty, created a new urgency to address the gap between the rich
and the poor. While much of the debate nationally has been centered on
increasing income, one area that has not received enough attention is personal
asset growth. While increasing daily income is vital to survival, true advancement
and financial security comes from building savings and accumulating wealth.
Savings can provide people with a personal stake in the economic mainstream and
give them the financial security to move up the economic food chain. However,
for many low-income families, saving can be very difficult when they struggle to
make ends meet everyday. This economic struggle prevents these families from
building a large enough savings to buy a home, continue their education, or
finance a business.

One innovative way to help low-income families accumulate the necessary wealth
for economic advancement is through Individual Development Accounts (IDAS).
Under a typical program, IDA participants open up a savings account in which
their deposits are matched at a rate determined by the sponsoring organizations.
The matching dollars, which are provided by governments and private
institutions, can vary from as little as 50 cents for every dollar saved to as much
as five dollars. IDA programs are often coupled with financial literacy classes.
Asset building opportunities like IDAs are powerful opportunities that allow
working families to invest in themselves, their children, and their communities.
Broadening IDAs and other asset building strategies that fight poverty is
necessary to provide hope for the 26% of people living in poverty city-wide.

Over the last several months, | have convened a small informal group to begin
research on this idea. The working group has consisted of the US Department of
Housing and Urban Development, credit counselors, Fresno County Federal
Credit Union, Valley Small Business Development Center, Fresno County
Economic Opportunities Commission and several others. I have also approached
Wells Fargo and they have expressed strong interest in moving forward. While
the working group has identified several issues and opportunities, I felt it was
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important to bring the idea to the council for further consideration. It is my hope,
through collaboration with the private and non-profit sector, that the City of
Fresno will support a city sponsored IDA program.

Should the council decide to move forward, we would not be alone. Many states
and cities across the nation have established their own IDA programs and each are
structured to meet different needs. The City of Savannah, Georgia, established
and IDA program for new business startups. Kansas City, Kansas, started a
program for high school students to begin saving for college, and San Antonio,
Texas, allows participants to save for college or buy their first home.

While IDA programs can be tailored to meet a single need or several, one thing is
certain; IDAs are a tested and innovative way for local governments to help the
working poor climb out of poverty and into the financial mainstream. Council,
what I am asking for today is direction to the City Manager to convene a formal
working group for the purpose of establishing a City of Fresno IDA program. I
would like to include the groups mentioned above and identify any others that
should be at the table. Staft should be back to council with a recommendation on
a program structure and source of funding within 45 days. 1 appreciate your
consideration.
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