THE THIRTIETH LEGISLATURE
APPLICATION FOR GRANTS
CHAPTER 42F, HAWAII REVISED STATUTES

Type of Grant Request:
E Operating D Capital

Legal Name of Requesting Organization or Individual: Dba:

Hawaiian Community Assets, Inc.
Amount of State Funds Requested: $ J 500540

Brief Description of Request (Please attach word document to back of page if extra space is needed):

Hawaiian Community Assets (HCA) will establish the $1 million Hawaii Affordable Housing Fund to increase the
capacity of low- and moderate-income households to rent or own homes and nonprofits to build and preserve affordable
housing. HCA and its nonprofit lending subsidiary, Hawaii Community Lending, will serve 500 households with financial
counseling, provide technical assistance to 5 nonprofit organizations to build/preserve 250 housing units, and deploy
$500,000 in loan capital for housing development. The revolving loan fund will be sustained with interest/fee revenue.

Amount of Other Funds Available: Total amount of State Grants Received in the Past 5
State: ‘@mo Fiscal Years:
Federal: $278,789 $ 1,290,118
County: $42,392 Unrestricted Assets:
123,962
Private/Other: $ 803,500 $

New Service (Presently Does Not Exist): E Existing Service (Presently in Operation): D

Type of Business Entity: Mailing Address:
E 501(C)(3) Non Profit Corporation 200 N Vineyard Boulevard, B140
D Other Non Profit City: State: Zip:
[Jother Honolulu HI 96817

Contact Person for Matters Invol\}ing thiévAp'ﬁiication

'Name: r Title:

JeffGibreath ~ |Executive Director N
'Email: 'Phone: ,
jefi@hawaiiancommunity.net ~ |808587.7653

Fedel Tax D [sweTapé

Q\u AM Jeff Glibreath/Executive Director 1/18/2019

Authorized Signature Name and Title ate Signed
‘!'ﬁam 2:50y) g@\




Applicant Ly i BSQfS ,l'\

Application Submittal Checklist

The following items are required for submittal of the grant application. Please verify and
check off that the items have been included in the application packet.

IZI/ 1) Certificate of Good Standing (If the Applicant is an Organization)
2) Declaration Statement

3) Verify that grant shall be used for a public purpose

4) Background and Summary

5) Service Summary and Outcomes

ENIE R R e

6) Budget
a.Budget request by source of funds (Link)
b.Personnel salaries and wages (Link)
c. Equipment and motor vehicles (Link)
d. Capital project details (Link)
e. Government contracts, grants, and grants in aid (Link)

7) Experience and Capability

TN

8) Personnel: Project Organization and Staffing

2 et e 1819

Sa
PRINT NAME AND TITLE / pate *
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Department of Commerce and Consumer Affairs

CERTIFICATE OF GOOD STANDING

I, the undersigned Director of Commerce and Consumer Affairs
of the State of Hawaii, do hereby certify that

HAWAIIAN COMMUNITY ASSETS, INC.

was incorporated under the laws of Hawaii on 01/20/2000 ;
that it is an existing nonprofit corporation; and that,

as far as the records of this Department reveal, has complied
with all of the provisions of the Hawaii Nonprofit Corporations
Act, regulating domestic nonprofit corporations.

IN WITNESS WHEREOF, | have hereunto set

SMERC E awn, my hand and affixed the seal of the
P° %, Department of Commerce and Consumer

& ¢ Affairs, at Honolulu, Hawaii.

. z
z ‘ ‘ % Dated: January 18, 2019
= ’ >
= »

&

% S et Goats G

%

&, o

Director of Commerce and Consumer Affairs

To check the authenticity of this certificate, please visit: http://hbe.ehawaii.gov/documents/authenticate.html
Authentication Code: 322470-COGS_PDF-117704D2



DECLARATION STATEMENT OF
APPLICANTS FOR GRANTS PURSUANT TO
CHAPTER 42F, HAWAI'l REVISED STATUTES

The undersigned authorized representative of the applicant certifies the following:

1) The applicant meets and will comply with all of the following standards for the award of grants pursuant
to Section 42F-103, Hawai'i Revised Statutes:

a) Is licensed or accredited, in accordance with federal, state, or county statutes, rules, or ordinances, to
conduct the activities or provide the services for which a grant is awarded;

b) Complies with all applicable federal and state laws prohibiting discrimination against any person on
the basis of race, color, national origin, religion, creed, sex, age, sexual orientation, or disability;

c) Agrees not to use state funds for entertainment or lobbying activities; and

d) Allows the state agency to which funds for the grant were appropriated for expenditure, legislative
committees and their staff, and the auditor full access to their records, reports, files, and other related
documents and information for purposes of monitoring, measuring the effectiveness, and ensuring the

proper expenditure of the grant.

2) If the applicant is an organization, the applicant meets the following requirements pursuant to Section 42F-
103, Hawai'i Revised Statutes:

a) Is incorporated under the laws of the State; and

b) Has bylaws or policies that describe the manner in which the activities or services for which a grant is
awarded shall be conducted or provided.

3) If the applicant is a non-profit organization, it meets the following requirements pursuant to Section 42F-
103, Hawai'i Revised Statutes:

a) Is determined and designated to be a non-profit organization by the Internal Revenue Service; and

b) Has a governing board whose members have no material conflict of interest and serve without
compensation.

Pursuant to Section 42F-103, Hawai'i Revised Statutes, for grants used for the acquisition of land, when the
organization discontinues the activities or services on the land acquired for which the grant was awarded and
disposes of the land in fee simple or by lease, the organization shall negotiate with the expending agency for a
lump sum or installment repayment to the State of the amount of the grant used for the acquisition of the land.

Further, the undersigned authorized representative certifies that this statement is true and correct to the best of
the applicant's knowledge.

& MW'M Camm.wvu*{u A—%ﬁd‘s Ine.,

(Typed Name of Individual or Organization)

Q\»U DAV oS ”("6/:‘1

(Slgnat re)

(
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Applicant _Hawaiian Community Assets, Inc.

Application for Grants

If any item is not applicable to the request, the applicant should enter “not applicable”.

1. Certification — Please attach immediately after cover page

1. Certificate of Good Standing (if the Applicant is an Organization)

If the applicant is an organization, the applicant shall submit one (1) copy of a certificate
of good standing from the Director of Commerce and Consumer Affairs that is dated no
earlier than December 1, 2018.

HCA has attached its Certified of Good Standing.
2. Declaration Statement

The applicant shall submit a declaration statement affirming its compliance with Section
42F-103, Hawaii Revised Statutes. (Link)

HCA has attached its declaration statement affirming its compliance with
Section 42F-103, Hawaii Revised Statues.

3. Public Purpose

The applicant shall specify whether the grant will be used for a public purpose pursuant
to Section 42F-102, Hawaii Revised Statutes. (Link)

HCA confirms that Grant-in-Aid funds will be used for a public purpose pursuant to
Section 42F-102, Hawaii Revised Statutes. More specifically:

(1)  The name of the requesting organization is Hawaiian Community Assets, Inc.

(2)  The public purpose for the grant is to provide affordable housing technical
assistance and housing development loans to nonprofit organizations building or
preserving units for low- and moderate-income households.

(3)  The services supported by the grant include affordable housing development
technical assistance and housing development loans to nonprofit organizations
building or preserving units for low- and moderate-income households.

(4)  The target group for the project is nonprofit organizations building or preserving
housing that is affordable for low- and moderate-income households. Other
secured funds will be used to serve low- and moderate-income households with
financial counseling and micro-loans to build their capacity to rent or own homes.

(5)  The cost of the grant and the budget totals $500,540 to be leveraged with
$924,681 of secured funds and with the potential of leveraging an additional $5
million in funds from public and private affordable housing finance sources.

Rev 12/18/18 1 Application for Grants



Applicant _Hawaiian Community Assets, Inc.

the need for 66,000 additional housing units by 2026 to meet projected demand'. More
than 75% of the units, or 49,500, will need to be for low- and moderate-income
households (100% AMI or less) earning approximately $75,000 annually. While for-
profit developers have been effective at building units for households earning 100 to
140% AMI, their business model is unable to afford building units below 100% AMI.
Nonprofits developers are required to step into the breach to build the needed units for the
majority of our families over the next several years, however, there is a significant gap in
financing available for them to meet the State’s projected demand. Additionally, we have
few nonprofit developers in our State, requiring us to build the capacity of new and
existing nonprofit developers to build rental and for-sale housing units that are affordable
for our families earning $75,000 or less annually.

In response, HCA has secured $515,000 in funding from the Office of Hawaiian Affairs,
Hawaii Community Foundation, the State Legislature, and Aloha United Way for micro-
loans to assist low- and moderate-income households with credit building/repair, first
month’s rent/deposit, or down payment/closing costs. An additional $85,000 has been
raised from First Nations/Oweesta to make loans to nonprofits for affordable housing
development. The loans have increased low- and moderate-income households’ and
communities’ access to affordable housing and economic self-sufficiency.

Today, HCL has established itself as the first-and-only statewide CDFI providing loans to
low- and moderate-income families and nonprofit organizations for housing development.
HCL maintains a delinquency rate below 10% and an astounding default rate of less than
0.5%. Coupled with HUD-certified financial counseling and affordable housing technical
assistance provided by HCA, HCL has originated 231 loans totaling $410,817 in capital
with 98% of borrowers successfully securing or sustaining permanent housing. In
addition, 6 HCL individual borrowers recovering from natural disasters on Hawaii Island
and Maui have rebuilt homes and 2 nonprofit organization borrowers will build 60
affordable housing units by 2020 on Kauai and Oahu. Access to the technical assistance
and loans has been a tool for HCL borrowers to rent, own, and build homes that are
affordable.

With $924,681 in secured funding from federal, county, and private sources, HCA and
HCL are uniquely positioned to leverage $500,450 from the State Legislature Grant-in-
Aid program to launch the $1 million Hawaii Affordable Housing Fund (HAHF). The
fund will offer HUD-certified financial counseling and micro-loans to low- and moderate-
income households to rent or own homes and technical assistance and loans to nonprofit
organizations for building or preserving units that are affordable for low- and moderate-
income households. The vision of the HAHF is to become a $5 million loan fund in 5
years and support the development or preservation of 1500 units of affordable housing for
low- and moderate-income households by 2026.

! Measuring Housing Demand in Hawaii, 2015-2025, Department of Business, Economic Development, and
Tourism. March 2015. http://files.hawaii.gov/dbedt/economic/reports/2015-05-housing-demand.pdf
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Applicant _Hawaiian Community Assets, Inc.

pay rates.* At the same time, the State has the highest housing cost burdens for both
renters and homeowners with 40.6% of our homeowners and 57.5% of our renters paying
more than 1/3 of their monthly income toward housing.” An extreme lack of housing that
is affordable for low- and moderate-income households has contributed to our median
single family home price soaring to $800,000° and a homeless crisis that continues to
grow, reaching into our neighborhoods, onto our beaches, and threatening our State
economy.

To address the need for affordable housing for low- and moderate-income households, the
Legislative Reference Bureau and Hawaii Real Estate Research and Education Center
recommended the State create:

[A]n interdisciplinary training and support program that... would educate,
advise, train, support, and assist prospective and existing non-profit housing
developers to become more competent and cost-effective in order to fully realize
their natural, comparative cost advantages so that they can be passed on to
consumers of affordable housing. Non-profits would be expected to become more
expert and self-reliant in the various aspects of housing development as well as in
the management of their own operations. As non-profits become more
competitive, public sector housing agencies will have less justification not to fund
non-profits in developing affordable housing. This will also reduce any inherent
conflicts of interest on the part of public sector housing agencies in their dual
capacities as financing source and developer.’

The training and support program would include technical assistance from housing
developer experts. In addition, it was recommended that capacity building grants be
made to nonprofit developers and a rental housing revolving fund be created to assist with
project financing.

Today, the training and support program no longer exists and capacity building
grants are no longer being provided to nonprofit developers.

The Rental Housing Revolving Fund (RHRF), however, remains in place and is one of
few sources of financing affordable housing units for very low-income households, those
earning 60% AMI or less annually. Unfortunately, the amount of funding available in the
RHREF is not adequate to meet our demand for 49,500 units of housing needed by 2026 to
house our low- and moderate-income households who earn $75,000 or less annually.
Furthermore, the 2017 Federal tax reform bill has had a dire effect on nonprofit
developers’ access to the Low-Income Housing Tax Credit (LIHTC) Program, the
primary source of long-term, patient capital for affordable housing nationwide and
leverage capital for the RHRF. The change in Federal law reduced the effective tax rate

4 Assets and Opportunities Scorecard: Hawaii, Corporation for Enterprise Development, 2015

5 Ibid. 4

¢ Honolulu Board of Realtors, September 2018

T1bid. 3
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Applicant _Hawaiian Community Assets, Inc.

HCA will provide affordable housing technical assistance along with its partners, while
HCL will offer housing development loans to nonprofit organizations with plans to build
or preserve housing units for low- or moderate-income households across the state. To
date, HCA and HCL have delivered or committed technical assistance and loans to 16
nonprofit organizations for affordable housing (see below).

Island Nonprofit Organizations

Oahu - Honolulu Habitat for Humanity

- Habitat for Humanity Leeward Oahu
- Kapili Like

- Alternative Structures International

- Kealahou West

- Punahele Projects

- Youth Build Waimanalo

Maui - Maui Habitat for Humanity

Molokai - Molokai Habitat for Humanity

Kauai - Kumano I Ke Ala

Hawaii - Hawaii Island Community Development Corporation
- Hawaii Island Habitat for Humanity
- HOPE Services

Statewide - Self-Help Housing Corporation
- Hawaiian Community Development Board
- _Homestead Housing Authority

HUD-certified financial counseling will be delivered by HCA and micro-loans for credit
building/repair, 1% month’s rent/deposit, or down payment/closing costs will be
administered by HCL. Services and micro-loans will target low- and moderate-income
households statewide as a strategy to improve their financial capacity to rent or own
homes, including those developed by nonprofit organizations receiving technical
assistance and housing development loans.

Demographic information is listed in the table below. Data has been gathered from HCA
and HCL’s shared internal client data managed in its electronic client management
system, CounselorMax. The numbers are representative of the HCL borrowers. Based on
the information below, 98% of HCA and HCL clients are low- or moderate-income,
meaning they earn less than 100% HUD’s area median income (AMI).

Gender
Female | 59%
Ethnicity
Native Hawaiian/Pacific Islander 67%
Asian 7%
African American 1%
White 9%
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Applicant _Hawaiian Community Assets, Inc.

26: Saiki 12: Moriwaki 5 $30,195 11
27: Ohno 13: Rhoads 1 $300
27: Ohno 14: Kim 1 $4,413
29: Holt 13: Rhoads 4 $11,701 13
28: Mizuno 14: Kim 1 $2,572 2
32: Ichiyama 15: Wakai 1 $250 2
33: Kong 14: Kim 1 $3,937 3
35: Takumi 17: Nishihara 3 $16,800 10
35: Takumi 20: Gabbard 3 $12,162 9
36: Okimoto 22: Dela Cruz 8 $14,305 19
38: Aquino 17: Nishihara 2 $5,000 5

| 39: Cullen 20: Gabbard 5 $14,885 21
40: McDermott 19: Fevella 5 $15,598 16
42: Har 20: Gabbard 7 $32,953 31
43: Eli 20: Gabbard 16 $3,637 44
43: Eli 21: Shimabukuro 44 $48,593 147
44: Gates 21: Shimabukuro 47 $31,102 138
46: Perruso 22: Dela Cruz 3 $10,250 9
48: Kitagawa 23: Riviere 3 $8,704 10
49: Matayoshi 24: Keohokalole 2 $2,250 2
50: Thielen 25: Thielen 1 $250 1
51: Lee 25: Thielen 3 | $750 8

With current funding from secured sources, only limited capital ($85,000) is available for
affordable housing development loans. Hawaii State Legislature Grant-in-Aid funds will
increase the amount of loan capital specifically for nonprofit organizations to build or

preserve housing units that is affordable for low- and moderate-income households while

ensuring affordable housing technical assistance is available.

HUD-certified financial counseling, technical assistance, and loans will be administered
through HCA s statewide offices as well as remote office locations at the following sites:

Oahu
Hawaiian Community Assets, 200 N Vineyard Boulevard, Suite B140, Honolulu,

96817

Kealahou West, Building 48, Belleau Wood Street, Kapolei, HI 96707

Hale Makana O Nanakuli, 89-102 Farrington Highway Waianae HI, 96792
Ohana Kakoo Resource Center, 85-888 Farrington Highway, Waianae, HI 96792

Hawaii

Rev 12/18/1

Hawaiian Community Assets, 1315 Kalanianaole Avenue, Hilo, HI 96720

Laiopua 2020, 74-52145 Keanalehu Drive, Kailua-Kona, HI 96740

8
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Applicant _Hawaiian Community Assets, Inc.

Program Coordinator = PC

Program Manager = PM

Office Manager = OM

Program Director = PD

Director of Lending and Development = DLD
Executive Director = ED

Hiring/Training of a DLD and AmeriCorps members will be conducted by the ED and
PM, respectively. AmeriCorps members will serve 12-month terms at nonprofits to
support affordable housing development. Ongoing monthly training for AmeriCorps
members will be conducted by the PM.

Community Outreach/Public Education will be conducted by all staff and led by PD.
Outreach will include promotion of HAHF, HCA’s HUD-certified financial counseling
and micro-loans for low- and moderate-income households, and affordable housing
technical assistance and housing development loans for nonprofit organizations.

Intake, Screening, and Assessment will conducted by CSAs to verify eligibility and
needs of low- and moderate-income client households. Intake, Screening, and
Assessment of nonprofit organizations will be conducted by the DLD. Client files will be
created for client households and nonprofit organizations.

Financial Counseling will be conducted by CSSs/PCs who calculate household income
using client income documents. Credit reports are reviewed annually to verify debt/credit
scores. Clients develop budgets and action plans identifying housing goals, barriers, &
steps to own or rent homes. Follow-up counseling monitors client progress before and
after securing housing. Counseling forms are placed in hardcopy/electronic client files.

Micro-Loans will be offered to low- and moderate-income client households by
CSSs/PCs. Products include Credit Builder/Repair Loans (up to $10,000 12% interest), &
Housing Loans ($5,000 for 1st month’s rent/deposit; $10,000 for down payment/closing
costs, 10% interest). Product forms are filed in hardcopy client files.

Technical Assistance will be delivered by the DLD as well as nonprofit housing experts
and national partner organizations coordinated by the DLD. Group and individualized
technical assistance will be conducted monthly and assist nonprofits in moving through
steps of the development process organized into 3 phases, including:

PLANNING AND DESIGN PHASE
Develop preliminary concept

Select potential site

Form project's ownership entity
Select architect

Review schematic drawings

Prepare preliminary feasibility studies

Rev 12/18/18 11 Application for Grants



Applicant _Hawaiian Community Assets, Inc.

In addition to group and individualized technical assistance, the DLD and ED will work
to create partnerships with public and private entities for access to affordable land and
capital to assist with development. In particular, the DLD and ED will work with Hawaii
Housing Finance and Development Corporation to assist nonprofit developers in securing
leases for State lands under the Hawaii Revised Statutes, [§201H-58] Leases; self-help
housing. This statute states:

(a) The corporation] may lease parcels that it deems suitable for affordable
housing at $1 per year for up to fifty years to organizations or community trusts to
develop the parcel with ownership units through self-help development.

(b) The [corporation] may extend or modify the fixed rental period of the lease or
extend the term of the lease.

(c) Parcels leased under this section may be transferred or assigned by devise,
bequest, or intestate succession, and may be sublet with the approval of the
[corporation]. [L 2006, ¢ 179, §4]

The DLD and ED will also partner with national and local CDFIs - Local Initiative
Support Corporation, Rural Community Assistance Corporation, Council for Native
Hawaiian Advancement, and Hawaii Habitat for Humanity — to leverage an estimated $5
housing development loans deployed through the HAHF during the project period. See
attached letters of support for more information.

Loans for housing development will be offered to nonprofit organizations by the DLD.
HCL will provide a variety of housing development loans to assist with Pre-
Development, Infrastructure, Site Preparation, Acquisition, and Construction financing
based on the needs of the nonprofit organization and its public and private sources. To
the greatest extent possible, HCL will participate with HCA’s CDFI partners in order to
leverage its limited capital with national and local loan funds. HCL anticipates housing
development loans to serve as “patient, last position capital” with the average loan
amount of $50,000 for terms up to 5 years up to 4% interest per annum. Interest-only
repayment will be available and need for collateral waived with funding commitments or
guarantees for permanent financing from CDFISs or other sources. Product forms are filed
in hardcopy nonprofit organization files.

Loan Applications for low- and moderate-income client households will be made
available by CSSs/PCs, while applications will be made available to nonprofit
organizations by the DLD. The DLD will receive all completed applications and file in
hardcopy and electronic organization and client files.

Loan Processing and Underwriting will take place upon receiving the DLD receiving
the loan application. For micro-loans to client households, the DLD will verify income,
debt with a tri-merge credit report, rental move-in/home purchase action date, amount

requested, and purpose of funds. The DLD will complete an underwriting worksheet to

Rev 12/18/18 13 Application for Grants



Applicant _Hawaiian Community Assets, Inc.

assigned CSS/PC. Housing development loan documents for nonprofits will be generated
and loan closing with nonprofit borrower will be scheduled by the DLD.

Loan Cloesing will be completed by CSSs/PCs for client household borrowers and DLD
for nonprofit borrowers. During closing, CSSs/PCs/DLD will review loan documents.
CSSs/PCs/DLD will provide OM with signed loan documents. OM will generate loan
checks for disbursement of loan funds. Loan checks will be provided to ED for review
and signature. Signed loan checks will be mailed by OM to client household borrower or
nonprofit borrower immediately after ED signature.

Loan Files will be maintained by DLD and loan information input into HCL’s Credit
Manager 4© loan management system. OM will input loan information in HCA and
HCL’s shared QuickBooks system.

Loan Servicing will be conducted by OM. OM will generate monthly ACH debit request
and forward for ED approval. Upon ED approval, OM will submit ACH request. If
borrower account does not have sufficient funds, a second request will be made with fees
for late payment and returned checks. CSSs/PCs/DLD will be informed to contact
borrower/s for ongoing counseling or technical assistance in the event of a missed

payment.

Loan Reporting will be completed by the DLD. Loan reports will be submitted to
national credit bureaus monthly and to the ED who will report to the HCL Board, CDFI
Fund, and all other funders to monitor loan fund as required.

Measurement and Evaluation will be managed by the PD/DLD. The CSAs and
CSSs/PCs will input data from financial counseling and the number of low- and
moderate-income children and adults who secure or sustain affordable housing in CMAX.
The PD will review financial counseling reports and submit to the ED. DLD will
administer evaluations to nonprofits after each technical assistance session and submit
reports generated via Credit Manager 4©. DLD will submit reports to ED for review.
Quarterly Quality Reviews of financial counseling will be conducted by PD for
compliance with HUD standards. Quality Review results will be tracked via hardcopy
forms filed in central binders and in client files. DLD will conduct monthly quality
reviews of loan files as part of the loan reporting process to the national credit bureaus
and ED.

Administration and Program Management will be the responsibility responsible for
overall project coordination with oversight by the ED. All project revenue and
expenditures, including payroll for staff and AmeriCorps members, will be managed by
the OM who will review monthly financial reports with the ED who will provide project
oversight and financial management expertise with guidance from the Board of Directors.
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Applicant _Hawaiian Community Assets, Inc.

loan capital

Community
Services
Specialists/
Program
Coordinators/
Director of Lending
and Development

Maintain loan

Director of Lending

files and Development | X X | x| x| x
Service loans
and manage
project Office Manager
revenues/expens
€s X x| x| x| X
Generate and Program
submit reports | Director/Director of
Lending and
Development x | x| x| X
Assist with Program
project Director/Director of
reporting and Lending and
quality control Development X X| x| x| x
Provide
overs1gh and Executive Director
financial
management X X | x| X X

Describe its quality assurance and evaluation plans for the request. Specify how
the applicant plans to monitor, evaluate, and improve their results; and

HCA adheres to a Quality Control Plan for its HUD-certified financial education and
counseling programs reviewed and approved by HUD, while HCL adheres to Loan
Policies and Procedures reviewed and approved by its Board of Directors.

HCA administers a Quality Control Plan in accordance with its HUD Housing
Counseling Plan to ensure the quality of its financial education and housing counseling
services as well as asset building products. The Quality Control Plan provides both staff
and management with necessary tools to measure quality and effectiveness of our
programs based on data collection, case management, counseling need, and compliance
with all HUD guidelines as a sub-recipient grantee through Rural Community Assistance

Corporation.

Additionally, HCL adheres to Loan Policies and Procedures that is to maintain a
delinquency rate of less than 10% and default rate of no more than 1%. The Policies and

Rev 12/18/18
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Applicant _Hawaiian Community Assets, Inc.

borrower payments to the national credit bureaus. Both the HCA and HCL Boards are
provided quarterly loan portfolio reports for quality assurance of its lending
operations.

e Loan Underwriting and Approval. Loans are recommended for approval or
disapproval through the completion of an Underwriting Worksheet to summarize the
relevant financial data and loan qualifications. HCL will recommend the loan for
either approval or disapproval by the Director of Lending and Development and/or
Executive Director, when necessary, who may request additional guidance from the
Board of Directors.

1. Underwriting Format. HCL will utilize the Underwriting Worksheet. At a
minimum, the form must present the amount, purpose, debt ratios, credit history,
and a risk rating assigned by HCL.

2. Debt Ratio Calculations. Debt ratios are to be calculated based on gross income
and monthly housing and/or debt payments, including the proposed monthly loan
payment amount.

3. Loan Approval Process. Loan approvals are to be made within 20 business days
of receiving a loan application packet. The applicant must be notified of the
status of their application immediately thereafter. If approved, HCL will issue a
final loan approval letter with instructions to the borrower to execute final loan
closing and disbursement. If the loan is disapproved by HCL, the applicant must
be notified of the reasons, and the loan denial reported to the HCL Board.

e Loan Closing. HCL will provide an Approval Letter that summarizes the terms and
conditions of the loan approval for the borrower. This letter is based on the Loan
Approval and it should not materially deviate from the terms of that approval. HCL
will schedule loan closing date in coordination with the client household or nonprofit
borrower. Prior to the closing date, HCL will discuss with the borrower to coordinate
the completion of any funding conditions and/or documents required for closing.

e Loan Loss Reserve Allocation. HCL will post an amount of at least 1% of its total
deployed loan capital to the Loan Loss Reserve Fund. Loan loss reserves shall be
designated within the Loan Fund’s Trust account. The reserve shall be reviewed by
the independent auditor annually to determine if the reserve is sufficient to mitigate
the risk of the loan portfolio. Loan loss reserves should be compared on an annual
basis to the number and total amount of loans written off by HCL in any given year.

e Loan Servicing. HCL is responsible for 1) confirming whether all payments have
been received, 2) follow up to ensure payments are accurately recorded by accounting,
and 3) generating required loan portfolio reports for the Board and investors. All
payments received from borrowers shall be applied first to satisfy any outstanding
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Applicant _Hawaiian Community Assets, Inc.

¢ Delinquent Loan Servicing. The best time to reduce delinquencies is as it begins to
happen, particularly loans that are 30 days late or less. Respect and compassion are
significant to the loan management philosophy of HCL. HCL is expected to treat
every borrower with respect and compassion, particularly in the stressful time of a
loan delinquency. The goal is to move a delinquent loan back to being a performing
loan. HCL shall execute standard servicing of any delinquent loan as follows,
wherein all delinquent loan notifications will include a “Borrower Rights” section:

1. 15 Days Late. On the 15th day of delinquency, HCL, or a contracted HUD-
certified counseling agency, will call and/or email the borrower to request
anticipated payment date from the borrower. HCL will notate the activity on the
Activity Log, whether borrower was reached or not.

Goal of contact is a friendly reminder to make payment and to inquire as to the
potential need for assistance by HCL or a HUD-certified counseling agency.

2. 30 Days Late. On or before the 30th day of delinquency, HCL, or a contracted
HUD-certified counseling agency, will call or email the borrower, and mail a
standard, written First Late Notice to the borrower that loss mitigation options and
assistance may be available and to contact either a HCL staff member or a HUD-
certified counseling agency, with a copy to the loan file. HCL will notate the
activity on the Activity Log, whether borrower was reached or not.

Goal of contact is a friendly reminder to make payment and to inquire as to the
potential need for assistance by HCL or a HUD-certified counseling agency, or to
engage the borrower in Loss Mitigation services to achieve a Delinquent Loan
Assessment and a Loss Mitigation Plan for HCL review and if required, Loan
Committee approval. If the borrower contacts HCL and has not received HUD-
certified Loss Mitigation services, HCL must provide the borrower with the
appropriate information on a contracted HUD-certified counseling agency.

The HUD-certified counseling agency will contact the borrower to enroll them in
free loss mitigation, and/or financial counseling services and schedule a meeting.
The goal of the meeting is to arrange a payment, obtain additional information
regarding the borrower’s financial status and ability to repay the loan, and to assist
the borrower in working to mitigate loan delinquency. A Delinquent Loan
Assessment will be established, and a Loss Mitigation Plan will be developed
according to the current financial situation of the borrower to present potential
curable and non- curable loss mitigation options to HCL.

If a Loss Mitigation Plan is finalized with the borrower, it will be presented to
HCL for consideration. If the Loss Mitigation Plan requires Board or Loan
Committee approval, HCL will schedule a special Board/Committee meeting to
take action.
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The HUD-certified counseling agency will contact the borrower to enroll them in
free loss mitigation, and/or financial education services and schedule a meeting.
The goal of the meeting is to arrange a payment, obtain additional information
regarding the borrower’s financial status and ability to repay the loan, and to assist
the borrower in working to mitigate loan delinquency. A Delinquent Loan
Assessment will be established, and a Loss Mitigation Plan will be developed
according to the current financial situation of the borrower to present potential
curable and non- curable loss mitigation options to HCL.

If a Loss Mitigation Plan is finalized with the borrower, it will be presented to
HCL for consideration. If the Loss Mitigation Plan requires Board/Loan
Committee approval, HCL will schedule a Board/Loan Committee meeting to take
action.

The Board/Committee may approve or deny a Loss Mitigation Plan. HCL staff
will record actions of the Board/Committee and provide a written copy to the
borrower and place a copy in the borrower’s file. HCL will implement the actions
taken by the Board/Committee immediately.

120 Days or More Late. Unless a Delinquent Loan Assessment and Loss
Mitigation Plan is under way to the satisfaction of HCL, on or before the 120th
day of delinquency or thereafter, HCL will issue a demand for payment by
certified mail, indicating the principal balance, accrued interest and any late fees
and penalties and the reinstatement amount required to bring the loan current.
The letter must also indicate that Loss Mitigation options may be available and
assistance is available by contacting HCL and/or the contracted HUD-certified
counseling agency assigned to the borrower, that legal action may be initiated if
the loan is not brought current, restructured or modified.

The goal is to produce a Delinquent Loan Assessment and a Loss Mitigation Plan
for HCL review and consideration. If the borrower contacts HCL and has not
received HUD-certified Loss Mitigation services, HCL must provide the borrower
with the appropriate information of the contracted HUD-certified counseling
agency.

The HUD-certified housing counseling agency will contact the borrower to enroll
them in free loss mitigation, and/or financial education services and schedule a
meeting. The goal of the meeting is to arrange a payment, obtain additional
information regarding the borrower’s financial status and ability to repay the loan,
and to assist the borrower in working to mitigate loan delinquency. A Delinquent
Loan Assessment will be established, and a Loss Mitigation Plan will be
developed according to the current financial situation of the borrower to present
potential curable and non- curable loss mitigation options to HCL.
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New Loans Report. A report outlining any new loans made during the reporting
period.

Total Loan Portfolio Report. A report showing historical total loans and current
loans outstanding, current commitments, capital available, total Loan Loss
Reserve, YTD loan commitments (number and dollar amount), and interest
income. The Portfolio Report also includes aged receivables of loans (30, 60, 90+
days delinquent), loans in workout, collection or facing legal action.

Total Delinquent Loan Portfolio Report. A report that shows all delinquent loans,
borrower names, days past due, loan balance, interest rate, and last payment date.
This report will total all delinquent loans by balance and number of loans to
express in delinquent percentages.

Legal Action Report by Year. Annually, a report that lists every legal action
executed, by location, including valuation, debt balance, date of action as decided
by the HCL Board.

A. Assessment of Sufficiency of Loan Loss Reserve. At least quarterly, HCL will
determine the necessary change, if any, to the Loan Loss Reserve to
accommodate the delinquent payment status of borrowers, and any changes in
the risk profile of the portfolio, that are identified by periodic portfolio
reviews. HCL will recommend changes and seek approval from the Board for
any changes to the Loan Loss Reserve.

B. Liquidity Reserve. HCL may maintain a separate loan capital cash reserve in
the amount of 10% of the gross loans outstanding. This reserve shall be used
for loan restructuring, refinancing existing loans and other loan-fund related
cash requirements.

4, List the measure(s) of effectiveness that will be reported to the State agency
through which grant funds are appropriated (the expending agency). The
measure(s) will provide a standard and objective way for the State to assess the
program's achievement or accomplishment. Please note that if the level of
appropriation differs from the amount included in this application that the
measure(s) of effectiveness will need to be updated and transmitted to the
expending agency.

HCA and HCL will deem the HAHF successful if the following outcomes are met by

June 30, 2020:
e 500 low- and moderate-income Hawaii families receive HUD-certified financial
counseling
Rev 12/18/18 25 Application for Grants



V.

Applicant _Hawaiian Community Assets, Inc.

was secured or sustained. Documentation will be filed by CSSs/PCs in hard copy
counseling files and logged for "case resolution" in CMAX. PD will verify participants
have successfully secured or sustained affordable housing during quarterly quality
reviews of counseling files.

$5 million in capital will be leveraged to support the development or preservation of 250
affordable housing units. DLD will track amount of capital leveraged through the project
using approval letters to nonprofit developers from public and private partners, including
its local and national CDFI partners. Approval letters will be filed in nonprofit hardcopy
files. The number of housing units built or preserved will be reported by nonprofit
organizations in quarterly reports to be submitted to the DLD while their loan is active.

Financial

Budget

1.

The applicant shall submit a budget utilizing the enclosed budget forms as
applicable, to detail the cost of the request.

a. Budget request by source of funds (Link)

b. Personnel salaries and wages (Link)

c. Equipment and motor vehicles (Link)

d. Capital project details (Link)

e. Government contracts, grants, and grants in aid (Link)

HCA has attached the applicable budget forms requested.

The applicant shall provide its anticipated quarterly funding requests for the fiscal
year 2020.

Quarter 1 Quarter 2 Quarter 3 Quarter 4 Total Grant

$125,000 $125,000 $125,000  [$125,000 $500,000

The applicant shall provide a listing of all other sources of funding that they are
seeking for fiscal year 2020.

HCA plans to apply for other sources of funding to support the organization that may
partially assist with financial counseling in the proposed project.

For the HAHF specifically, HCA and HCL will submits grant requests to the US
Department of Treasury CDFI Fund and Hawaii Community Foundation. State Grant-in-
Aid funds would provide the required non-Federal matching funds needed to access US
Department of Treasury funding listed in order to grow the HAHF to $2 million by the end
of the project.
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6. The applicant shall provide the balance of its unrestricted current assets as of
December 31, 2018.

The balance of HCA’s unrestricted current assets as of December 31, 2018 was $123,962.

V. Experience and Capability

1. Necessary Skills and Experience

The applicant shall demonstrate that it has the necessary skills, abilities, knowledge of,
and experience relating to the request. State your experience and appropriateness for
providing the service proposed in this application. The applicant shall also provide a
listing of verifiable experience of related projects or contracts for the most recent three
years that are pertinent to the request.

HCA staff dedicated to the HAHF project have a combined 116 years of experience
related to the project proposal, specifically in the supervision of staff, delivery of HUD-
certified financial counseling, technical assistance to nonprofits, and administration of
loans. HCA is Hawaii’s largest HUD-certified counseling agency and the only such
agency with a micro-loan loan program.

HCL is a<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>