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SUMMARY
Synopsis: Establishes "New Jersey Foreclosure Prevention Act.”
Type of Impact: Annual New Jersey Housing and Mortgage Finance Agency

expenditure and revenue increases; minimal impact to counties.

Agencies Affected: ~ New Jersey Housing and Mortgage Finance Agency, counties.

Office of Legislative Services Estimate

Fiscal Impact Annual
NJ Housing and Mortgage Finance Agency

Expenditure Increase Indeterminate
NJ Housing and Mortgage Finance Agency

Revenue Increase Indeterminate
County Finances Impact Indeterminate

The Office of Legislative Services (OLS) estimates that the bill will result in indeterminate
annual increases to New Jersey Housing and Mortgage Finance Agency (HMFA) expenditures
and revenues, and a minimal impact on county finances.

The OLS estimates that the establishment of the New Jersey Residential Foreclosure
Prevention Program will lead to an indeterminate increase in annual expenditures due to
increased administrative costs for the HMFA. The HMFA could incur additional expenditures
from potentially defending and indemnifying the federal government for financial impacts
arising as a direct result of a community development financial institution’s agreements with
the HMFA.

The bill also requires a county sheriff or officer conducting a sheriff’s sale to charge a $350
per sale amount to be directed to the Foreclosure Intervention Fund established under the bill.
The OLS believes the $350 fee will lead to an indeterminate increase in State revenues. The
OLS is unable to locate precise data on how many sheriff’s sales this would impact. The
HMFA could realize additional revenues from the repayment of loans to the agency by
community development financial institutions.
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e The county sheriff or officer carrying out the sale would be responsible for collecting the $350
fee and would deduct any actual administrative costs incurred prior to transmitting the monies
collected to the fund. The OLS believes the annual impact to county finances would be
minimal.

BILL DESCRIPTION

This bill would establish the New Jersey Residential Foreclosure Prevention Program within
the HMFA. The goal of the program would be to ensure that loss mitigation and foreclosure
prevention measures are taken on eligible properties. Either directly, or through its contractors,
the bill authorizes the agency to purchase eligible properties and mortgage assets in furtherance of
this goal.

The bill authorizes HMFA to enter into contracts with any person, corporation, or entity which
the agency determines to be necessary or appropriate to carry out its responsibilities under the bill.
In carrying out its duties, HMFA would be authorized to employ the consulting services of real
estate and loan portfolio asset management firms, property management firms, auction marketing
firms, brokerage services firms, appraisers, and such other consultants and employees required in
HMFA’s judgment.

Within 180 days following the enactment of the bill, HMFA would be required to adopt a
funding plan for the program utilizing the “Foreclosure Intervention Fund” established under the
bill. The agency would be authorized to directly fund the program through revenue generated by
the fund. The agency would have the authority to alter its funding plan as the Executive Director
of the agency deems necessary. The funding plan would include, but not be limited to, program
revenue, expected expenditures and projections for the acquisition of foreclosed residential
properties or mortgage assets.

The bill would authorize HMFA to enter into contracts or loans, or both, with no more than
two qualified community development financial institutions to negotiate, bid for, and purchase
eligible properties and mortgage assets for the purpose facilitating the program. In selecting
contractors from among qualified community development financial institutions, the bill would
authorize HMFA to accord a strong preference to qualified community development financial
institutions that have substantial experience in lending in the State and substantial knowledge of
the State’s real estate markets.

Should HMFA contract with a community development financial institution for the purposes
of the bill, the contract would be required to specify the amounts, schedules, and types of funding
to be provided to the qualified community development financial institution, the repayment
schedule for the portion of that funding to be repaid, and targeted goals for homeowner
interventions. The HMFA would be permitted to condition funding and goals upon the availability
of funds to the program. The contract would specify reasonable administrative costs sufficient to
enable the qualified community development financial institution to exercise its obligations under
the bill.

The bill would establish a Foreclosure Intervention Fund within HMFA, which would be a
non-lapsing, revolving fund and which would be the repository for funds appropriated or otherwise
made available for the purposes of the bill. The HMFA would be permitted to transfer into the
fund any amounts held or received that are needed for the purchase of eligible property. The
HMFA would be permitted to use annually up to five percent of the monies available in the fund
for the payment of any necessary administrative costs related to the program.



FE to A5130 [1R]
3

The bill would require a new $350 fee to be collected at sheriff’s sale. Revenue generated
through the fee exceeding the funding plan developed under the bill could be appropriated by
HMFA for additional foreclosure prevention programs.

The bill would authorize the agency to make grants to eligible applicants, including, but not
limited to, non-profit housing sponsors, municipalities or other governmental entities utilizing
funds provided by the bill, or otherwise made available to HMFA. The HMFA would establish
regulations, procedures or guidelines governing the qualifications of applicants, the application
procedures and the criteria for awarding grants to such eligible applicants and the standards for
establishing the amount, terms and conditions of each grant.

Under the bill, HMFA would be authorized to defend and indemnify the federal government,
any department, board, body, agency or other entity thereof, and its successors and assigns, against
claims, causes of action, demands, costs or judgments against that entity arising as a direct result
of that entity’s agreement with the agency, upon the terms and limitations the agency deems
reasonable and appropriate. The bill would authorize HMFA to create a reserve fund, procure
insurance or take other such appropriate action in order to meet its future obligations, if any,
created by such indemnification obligations. Any agreement to indemnify pursuant to the bill
could be made only as necessary or appropriate to the exercise of any power granted in the bill or
reasonably implied, provided that (1) such indemnification shall be payable solely from the funds
of the agency on deposit in its general fund or placed in a reserve fund for that purpose; and (2)
such indemnification shall not constitute a debt, obligation or liability of the State, and the State
shall not be liable for any obligation as a result of the agency’s indemnification obligation.

FISCAL ANALYSIS
EXECUTIVE BRANCH
None received.
OFFICE OF LEGISLATIVE SERVICES

The OLS estimates that the bill will result in indeterminate annual increases to HMFA
expenditures and revenues, and a minimal impact on county finances.

The OLS estimates that the establishment of the New Jersey Residential Foreclosure
Prevention Program will lead to an indeterminate increase in annual expenditures due to increased
administrative costs for the HMFA. The HMFA could incur additional expenditures from
potentially defending and indemnifying the federal government for financial impacts arising as a
direct result of a community development financial institution’s agreements with the HMFA.

The bill also requires a county sheriff or officer conducting a sheriff’s sale to charge a $350
per sale amount to be directed to the Foreclosure Intervention Fund established under the bill. The
OLS believes the $350 fee will lead to an indeterminate increase in State revenues. The OLS is
unable to locate precise data on how many sheriff’s sales this would impact.

Furthermore, Executive Order No. 106 (2020) instituted a moratorium on removing individuals
from residential properties through the eviction and foreclosure processes. This moratorium
remains in effect for no longer than two months following the end of the Public Health Emergency
or State of Emergency established by Executive Order No. 103 (2020), whichever ends later. The
OLS projects revenues from the $350 per sheriff’s sale fee to not develop until the expiration of
Executive Order No. 106.
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The HMFA could realize additional revenues from the repayment of loans to the agency by
community development financial institutions.

If authorized, the county sheriff or officer carrying out the sale would be responsible for
collecting the $350 fee and would deduct any actual administrative costs incurred prior to
transmitting the monies collected to the fund. The OLS believes the annual impact to county

finances would be minimal.

Section: Local Government

Analyst: Benjamin A. Levy
Assistant Fiscal Analyst

Approved: Thomas Koenig
Assistant Legislative Budget and Finance Officer

This legislative fiscal estimate has been produced by the Office of Legislative Services due to the
failure of the Executive Branch to respond to our request for a fiscal note.

This fiscal estimate has been prepared pursuant to P.L.1980, ¢.67 (C.52:13B-6 et seq.).



