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June 10, 2021

FOR INFORMATION AND DISCUSSION

L. SUBJECT

Information and Discussion on the State’s Proposal for the Homeowner Assistance Fund
Program

II. FACTS

A.

Homeowner Assistance Fund

On March 11, 2021, President Biden signed into law the American
Rescue Plan Act of 2021 of which $9.96 billion was appropriated to
establish the Homeowner Assistance Fund (HAF) under section 3206
to mitigate financial hardship associated with the coronavirus
pandemic.

The HAF Program was established to help homeowners experiencing
financial hardship after January 21, 2020 as a result of the coronavirus
pandemic. Hawaii is expected to receive the minimum allocation of
$50 million from the U.S. Department of the Treasury (Treasury) to
help Hawaii homeowners struggling to keep up with payments, falling
behind, or already in foreclosure due to the pandemic.

Fund Administration

The State of Hawaii’s Department of Budget and Finance (B&F) will
be the primary recipient of the funds from the Treasury. B&F will be
the lead agency and provide fiscal oversight. It is intended for B&F to
allocate funds to the counties for program implementation. The
Hawaii Housing Finance and Development Corporation (HHFDC)
will assist B&F with programming and management oversight.

III. DISCUSSION

A.

For the State to receive the $50 million in HAF funds, a HAF Plan
must be submitted to the Treasury by June 30, 2021." The plan must
describe in detail the needs of homeowners, the design of each
program proposed for implementation, performance goals, and
information regarding the state’s readiness to implement the program.
In its guidance of April 14, 2021, Treasury had indicated that a
template for the HAF plan would be provided. However, as of June
4™ receipt of the template is pending.

! Per the guidance from Treasury, entities must submit a completed HAF plan or a date by which a HAF plan will be
submitted by June 30, 2021.
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A copy of the draft HAF Plan, dated June 4, 2021, is enclosed as
Exhibit A. The draft plan will be revised as more guidance or
information from the U.S. Treasury, National Council of State
Housing Agencies, and stakeholders is received. The major
components of the draft HAF plan are as follows:

1. Identification of homeowner needs based on a data-driven
assessment of homeowner needs

The University of Hawaii Economic Research Organization
(UHERO) was contracted to compile and analyze data on
homeowner delinquency and forbearance. Dr. Phil Garboden
leads UHERO’s effort to produce a statistical portrait of
COVID-19 induced homeowner hardship and propose a
process for targeting and distributing funds.

HAF will assist homeowners who are experiencing financial
hardship after January 21, 2020 and have incomes at or below
150% of the area median income. Priority will be for
homeowners with incomes at 100% and below the area median
income or socially disadvantaged individuals.>

Approximately 17,400 homeowners may be having difficulty
in making their mortgage payments. At a minimum,
approximately 70% of that population, or 12,200 homeowners
may fall into the Treasury’s priority categories (i.e., 100%
AMI or socially disadvantaged).

2. Evidence of public participation and community engagement

Given the short time frame for formulating the plan, extensive
stakeholder participation was not feasible. However, B&F and
HHFDC staff conducted several meetings with relevant
stakeholders to gather input on homeowner needs and program
priorities. Staff also consulted with the county housing
directors, HUD-approved counseling agencies, and local
lenders on the extent of the mortgage delinquency problem
among low- and moderate-income homeowners and
foreclosure mitigation strategies.

3. Program design

As proposed, the HAF program will assist eligible
homeowners with a long-term mortgage resolution and
preliminarily includes the following:

e Short-term monthly payments for mortgage and other
escrowed housing expenses (e.g., property taxes,
homeowners’ insurance, maintenance fees, homeowners’

% Socially disadvantaged individuals are those who have been subjected to racial or ethnic prejudice or cultural bias
because of their identity as a member of a group without regard to their individual qualities. The social disadvantage
must stem from circumstances beyond their control. There is a rebuttable presumption that the following individuals
are socially disadvantaged: Black Americans, Hispanic Americans, Native Americans, and Asian Americans and
Pacific Islanders. In addition, an individual may be determined to be a socially disadvantaged individual in

accordance with the procedures set forth at 13 CFR 124.103(c) or (d).
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association fees, lease rent) to assist homeowners who
have been keeping up with housing payments despite their
reduction in income and financial hardship.

e Assistance with loan modifications or recasts resolve
defaults and/or to make monthly payments more
affordable.

e Qrants (or, possibly loans with favorable terms if Treasury
determines that program income need not be returned to

the Treasury) to pay for arrearages to reinstate mortgages.

Performance goals

Specific goals for each of the above programs will be
established pending further analyses and discussions with
stakeholders.

Readiness

As proposed, the HAF program will follow the same structure
being utilized to administer the Emergency Rental Assistance
Program that was established and funded under Section 501 of
division N of the Consolidated Appropriations Act of 2020.
B&F will disburse funds to the counties which will contract
with nonprofit organizations to administer the program.

Budget

In its guidance of April 14, 2021, Treasury had indicated that
a budget template would be provided. However, as of June 4th,
receipt of the template is pending.

The draft HAF plan includes a high-level budget that allocates
$42.5 million (85% of the total $50 million) for direct
payments and $7.5 million (15% for administration).

The Treasury will assess the HAF plan based on the factors including
the alignment of (1) community need and program design, (2)
performance goals with data on targeted populations, and (3) budget
with performance goals and readiness to implement the program.

The Treasury may approve the plan in whole or in part. It will inform
the State of the schedule for disbursements for the approved portions
of the plan.

Exhibit A — Draft 6/4/21 Homeowner Assistance Fund Program Plan

Janice Takahashi, Chief Plann
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