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CHAIR CRIVELLO: .. .(gavel)... The meeting of the Housing, Human Services, and Transportation
Committee will now come to order and it is about 1:33 p.m. on Tuesday, July 16. Before we
begin may I please request that we turn off or silence our cell phone or other noise-making
devices. At this time, I'd like to introduce our Committee voting members. Our Committee
Vice-Chair, Councilmember Elle Cochran.
VICE-CHAIR COCHRAN: Aloha, Chair. Afternoon.
CHAIR CRIVELLO: Thank you for being here.
VICE-CHAIR COCHRAN: Thank you.
CHAIR CRIVELLO: Our Council Chair Gladys Baisa is excused today. Our Member —
Councilmember Bob Carroll, aloha.
COUNCILMEMBER CARROLL: Aloha, Chair.
CHAIR CRIVELLO: Thank you for being here. And Councilmember Don Couch.
COUNCILMEMBER COUCH: Good afternoon and aloha, Chair.
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CHAIR CRIVELLO: Good afternoon and thank you for being here. Member Don Guzman is excused
today as well as our Councilmember Mike Victorino. We have bare quorum, so we'll continue
on and I want to thank those that are here today. At this time, I'd like to introduce from the, our
Administration. We have Jo-Ann Ridao, Director of Housing and Human Concerns.
MS. RIDAO: Good afternoon, Chair.
CHAIR CRIVELLO: Thank you. Our Director of Finance, Mr. Danny Agsalog.
MR. AGSALOG: Good afternoon, ma'am.
CHAIR CRIVELLO: Thank you. And our two Deputy Corporation Counsels, Scott Hanano and Gary
Murai.
MR. MURAL Good afternoon, Chair
CHAIR CRIVELLO: With us today, and the whole purpose of our meeting, we have our resource panel
with us this afternoon. Vice President Kevin Carney of EAH Housing.
MR. CARNEY: Aloha.
CHAIR CRIVELLO: Monika Mordasini, Vice President of The Michaels Development Company.
MS. MORDASINI: Aloha.
CHAIR CRIVELLO: And Darren Ueki, Finance Manager, Hawaii Housing Finance and Development
Corporation.
MR. UEKI: Aloha, Chair
CHAIR CRIVELLO: And in our gallery, on behalf of Ka Hale A Ke Ola, Incorporated, our Chief
Executive Officer Rebecca Woods. Thank you, Committee Staff, for being here today.
Committee Secretary Clarita Balala, and our Legislative Analyst Michele Yoshimura. Members,
we have one item on the agenda today. HHT-7 Hale Makana 0 Waiale Rental Rehabilitation
Facility and Ka Hale 0 Ke Ola Homeless Resource Centers. We can start with public testimony.
VICE-CHAIR COCHRAN: No objections.
MS. BALALA: There is none.
CHAIR CRIVELLO: There is no public testimony, anyone signing up in the Chamber. Let me check
with our outlying districts. Lanai District?
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MS. FERNANDEZ: Good afternoon, Chair, this is Denise Fernandez, and we have no one waiting to
testify at the Lanai Office.
CHAIR CRIVELLO: Thank you, Denise. Hana Office?
MS. LONO: Good afternoon, Chair, this is Dawn Lono at the Hana Office and we have no one waiting
to testify.
CHAIR CRIVELLO: Thank you. And Molokai Office?
MS. ALCON: Good afternoon, Chair, this is Ella Alcon on Molokai and there is no one here waiting to
testify.
CHAIR CRIVELLO: Thank you, Ella. Because we have no testimony or testifiers, if there are no
objections I will close testimony at this moment.
COUNCIL MEMBERS: No objections.
CHAIR CRIVELLO: Thank you. Members, the Committee is in receipt of the following:
Miscellaneous Communication dated April 22, 2013, from the County Clerk, relating to a review
of the management of the Hale Makana 0 Waiale Rental Rehabilitation Facility; two, County
Communication 13-204 from the Chair of the Housing Human Services, and Transportation
Committee, relating to the operation and management of Ka Hale A Ke Ola Homeless Resource
Centers, Incorporated. So, Members, before the Committee is the matter relating to the Ka Hale
Makana 0 Waiale Rental Rehabilitation Facility and Ka Hale A Ke Ola Homeless Resource
Center. The Chair's intent for today's meeting is to continue our discussion on the management
and resources of the facility, and any outstanding obligations owed the County of Maui. Since
our last meeting on June 26, Rebecca Woods has provided the Committee with information,
which has been placed in your binders. For today's meeting, the Committee have invited three
panelists to provide information that may help the Committee address the issues affecting the
facilities. As I introduce each member of the panel, I would ask that you provide the Committee
with an overview of the service that you may provide, and your experience in low-income
housing arena. I may also like to call on Jo-Ann Ridao to elaborate on the introduction of the
panel members: Mr. Kevin Carney, Vice President, EAH Housing, Ms. Monika Mordasini, Vice
President, The Michaels Development Company, and Mr. Darren Ueki, Finance Manager,
Hawaii Housing Finance and Development Corporation. Director Ridao, do you wish to add
more to this?
MS. RIDAO: If I may, Chair, I would like to give a short background on each of the panelists.
CHAIR CRIVELLO: Go ahead. Thank you.
MS. RIDAO: Okay. Kevin Carney is the First Regional Manager for the Hawaii Office of EAH
Housing. Starting from humble origins as a community based nonprofit organization, EAH has
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grown to a staff of more than 400 people, managing over 90 properties. This year marks
45 years of EAH's dedication to creating affordable rental housing on behalf of working
families, older adults and the many people in many communities. EAH manages 10 projects on
Oahu, including Kukui Gardens and Kukui Towers Rental Projects in China Town on Oahu.
EAH also manages two projects on Kauai, and on Maui, EAH manages the Kahului Town
Terrace Properties. And currently, Imi Ikena, which is currently in construction, will also be
managed by EAH.
Monika Mordasini is the Vice President of Development for the Michaels organization. The
Michaels Organization is a privately-held family of companies dedicated to excellence in
affordable mixed income and military housing. Ms. Mordasini is the lead developer overseeing
the Kuhio Park Development on Oahu. Kuhio Park Development entails a massive revitalization
undertaken in partnership with the Hawaii Public Housing Authority and the Vitas Group. First
phase of the revitalization involved a $135 million rehabilitation of Kukui Park Terrace, a 555unit public housing project in Kalihi, Hawaii. The Michaels Development Company is also the
property management services firm to the newly named The Towers of Kuhio Park, as it is now
known.
Darren Ueki is the finance manager for Hawaii Housing Finance Development Corporation; we
all know it as HHFDC. Mr. Ueki manages the Federal Tax Credit Assistance Program and the
Low-Income Housing Tax Credit Program for the State of Hawaii. Mr. Ueki has been
instrumental in many tax-credit affordable housing projects in the State. In addition, he has been
invaluable to our Housing Division for his support and assistance relative to Maui County's
Home Program. These three individuals are well respected in the Hawaii Affordable Housing
Development Community for the work that they do. They are here today to share with you their
insight on some of the challenges they have experienced in the development and management of
affordable rental housing programs. I would like to thank them very much for taking the time to
be with us this afternoon, as all of these individuals are from Oahu. Thank you very much.
CHAIR CRIVELLO: Thank you, Director. I'd like to thank you also for arranging for us to have this
opportunity to have this panel before us. And I too, would like to thank you for joining us and
sharing your expertise. So, Members, we'll listen to what our resource panel have to offer us
today, and then we'll open the floor up for questions or comments thereafter. Mr. Carney, if I
may start with you?
MR. CARNEY: Oh, thank you. Thank you, Chair Again, my name is Kevin Carney, Vice President
for EAH Housing. We are a nonprofit that's been around since 1968. We were invited to come
to the islands way back in 1995, at the invitation of HUD when a couple of properties on Oahu
were reaching the end of their affordability requirement. And we had done a lot of preservation
work in California, with HUD and so they thought that maybe we could transfer that work over
here to Hawaii, and we did with the help of Senator Inouye, purchasing or not purchasing, but
providing us with a grant of about $52 million which enabled us to purchase two properties on
Oahu, one called Kukui Tower, which is 389 units, and the other one called Kalani Garden
Apartments, which is 119 units in Mililani. So, that's how we got our company started here. I
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opened the office here in February of 1997. And at that point in time I was a pretty much a oneman show. And since then, we've grown to little over 1,800 units on three islands. And we own
or control the ownership of 60 percent of those properties. We also manage for other entities
including the City and County of Honolulu, the County of Kauai, another nonprofit — two other
nonprofits and another for profit. We specialize in affordable rental housing, the development,
the management, and the preservation thereof. When I say affordable rental housing, I'm talking
about serving those with an area median income of 60 percent and below. So roughly, those, for
a family of four would be roughly around $56,000 for a family. And we specialize in that area
because of the equity that is provided through the low-income housing tax credit program, which
is provided by the Internal Revenue Service, under Section 42. And I'll let Darren get into all
the details on that program. But that typically provides us with somewhere in the neighborhood
of 30 to 40 percent of our equity in order to build a property or acquire and rehab a property. We
also depend on HOME funds to a large degree. We depend on county affordable housing funds,
should the county have an affordable housing fund program. So, all these pieces of the puzzle, if
you will, enable us to keep the rents down to that 60 percent level. Once you get tax credits, you
are required to keep the rents below 60 percent of the area median income. So, typically, our
residents do not pay more than 30 percent of their income for rent. And that includes utilities as
well. I guess I'll pass the mic then, and we'll open up for questions later.
CHAIR CRIVELLO: Yes, thank you.
MS. MORDASINI: Thank you, Kevin. The Michaels Organization has been around for 40 years, we're
celebrating our anniversary this year. And, like EAH, we specialize in affordable housing. The
Michaels organization is actually made up of eight different companies and so we have a turnkey
operation for doing real estate development in the affordable housing sector. So, we have our
own property management arm, our own supportive service organization, our own tax credit
syndication arm, our own mortgage company, so on and so forth. Michaels is the largest owner
of affordable housing in the nation. Our headquarters are based out in New Jersey. And we've
developed over $3 billion in residential assets since our inception, and that includes new
construction as well as substantial rehabilitation. Michaels really started to partner with public
housing authorities back in the '90s when the HOPE VI program came out, and that was a
program that came out from HUD that realized that a solution to addressing the needs of the
distressed public housing project was to move into a public-private partnership model. So,
Michaels was one of the forerunners in working with housing authorities and becoming partners
with housing authorities to come up with solutions on how to address the needs of their
distressed housing issues that they were facing. Whether it was replacing the new housing with
new construction, or rehabilitation -- every community is unique. And so, we specialize.. .our
developments and our financing based off of the needs of every community. As Kevin had
touched upon, the key resource for affordable housing developers is the low-income housing tax
credits. That brings in about 40 percent of our sources to either, for new construction or for
rehabilitation. The other source of funding is typically a permanent mortgage that the rents can
support, and also a lot of times if we're partnering with a public agency, getting a discounted
ground lease or a seller's note for the land that we can pay over a long term. In the case of The
Towers, which is probably be a good example, it was originally 100 percent public housing and
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at The Towers at Kuhio Park. And in order to support $132 million revitalization, the income
mix of The Towers was changed where a portion of the units still remained public housing, 347
units, 150 units were converted to project-based Section 8 units and then 58 units were converted
to be affordable for families that earned 60 percent of the area median income or less. And the
reason why we structured it in that income structure is because both the public housing and
Section 8 residents only pay 30 percent of their income towards their housing expense. So,
considering the fact that our entire population was public housing residents, we didn't want to
have a large displacement of residents by converting a property into, let's say only half of it into
public housing and leaving other residents who are used to paying only 30 percent of their
income now with looking at you know, maybe a $1,000 rent. So, we, because of the projectbased Section 8, that took over 150 of the public housing units but generated a very nice income
stream so we could support a $32 million mortgage with Citibank. So that was a big key of our
financing on that piece. We were fortunate that there was a lot of vacancies on the property to
begin with, so we were able to keep 96 percent of the families on site during the renovations, and
only 20 families had to move permanently to other public housing communities to create this
mixed-income structure and to generate the resources for $132 million revitalization of The
Towers.
MR. UEKI: Thank you, Monika. Again, I'm Darren Ueki, I am the Finance Manager of the Hawaii
Housing Finance and Development Corporation. We are the State's affordable housing arm.
I've been with the corporation since 1990. I've been in my current capacity since, I believe it's
2001, if I'm not mistaken. But the corporation or the office encompasses the entire spectrum of
affordable housing. Except for public housing, we have a housing authority that takes care of
that. So, the spectrum that we cover are basically people.. .we have home ownership programs
so up to 140 percent of the median family income and we go all the way down to low-income
renters. The interest today is probably in our low-income rental project. The low-income rental
portion of the office, probably key with the Hale Makana 0 Waiale Project itself. The
corporation is the, we oversee the tax credit program that Kevin mentioned, on behalf of the IRS.
What that project or what that program does is it generates equity that does not need to be repaid
by the owner developer if they meet all requirements of the program for a minimum of 15 years
and a 15-year extended use period, so a total of 30 years. The targeted group for those earning
60 percent or less of the median income, what the tax credit program does is it allows, the tax
credits are awarded to an applying developer/owner, who in turn develops the low-income
housing project using low-income housing tax credits. Now, how do tax credits generate
money? What it does is the tax credit offers a dollar for dollar reduction in an entities tax
liability. What happens when people are awarded these credits? Many times they don't have tax
liabilities in the millions of dollars that we award. The State has approximately $3 million in
Federal low-income housing tax credits that we are able to award on an annual basis. That tax
credit can be taken over a, for a 10 year period. So to give you an example, if a project is
awarded $500,000 in low-income housing tax credits, they can claim that $500,000 for 10 years,
so it equates out to $5 million in a federal tax credit. As I mentioned, many of these developer
owners don't have liabilities in such large amounts. So what they do is, and you heard Monika
mention that they do that is, they syndicate the credits. They basically sell the credits to
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somebody who does have those tax liabilities. For instance, I think, right now on the Federal
side, what kind of pricing are you guys seeing, Monika? Are you back up on the...?
MS. MORDASINI: We're looking at ... (inaudible). . . 92s right now.
MR. UEKI: Okay. So, when Monika says 92, you're talking about a return of 92 cents for every dollar
of tax credits that are basically sold to the investor. This money that is generated through the
sale of the credits becomes direct equity into the project, it doesn't need to be repaid. And as
Monika said, it can make up anywhere from 40 sometimes upwards of maybe 45-50 percent of a
total project cost. It's huge in these projects. Because our targeted, the targeted tenant is for
those earning 60 percent of the median income, the cash flow that is spun off by our project
through the collection of rents is not a whole lot. So, not having to worry about debt on
anywhere between 40 and 50 percent of the total project cost is huge. Now, along with the
Federal credit, low-income housing tax credit program, the State also developed a State
low-income housing tax credit, and that is awarded automatically, as long as you are awarded the
Federal low-income housing tax credits, and it's in the amount of 50 percent of what the Federal
credit is. And again, it goes through the same process as far as syndicating to generate additional
equity. The program was set up to basically mirror the Federal low-income housing tax credit
program, and it's probably the most powerful tool that we have in the development of
low-income housing, rental housing. The other program that the State administers that helps
these projects get over the bump, Monika mentioned that the tax credit equity will make up a
good portion, and then what's done by the applicant, and it's verified by my staff is the project is
underwritten to see what kind of conventional debt it can carry with the revenues that are
generated. That becomes the first mortgage. There's always what we call the gap piece. And
the gap piece is where, this other program that I'm going to talk about, which is a low-income
housing, excuse me, the rental housing trust fund program. We're able to offer second
mortgages, at very favorable terms, that basically gives the project the ability to survive. And to
give you an example of a typical rental housing trust fund loan, we may give a project a loan for
45 years, in an interest rate of anywhere between i/2 percent and maybe 4 percent. The actual
repayment of the loan, the terms may be on a cash flow contingent basis. So when I say that,
what we would do, is we would negotiate at the outset when the loan is awarded, the terms of the
loan, we would allow what we would call recognized expenses that the project would be able to
pay first, which would include the first mortgage, and any cash that is left thereafter would be
split on a negotiated percentage basis and it's that cash that would be used to pay down the
State's rental housing trust fund award. Now, why do we have a loan for 45 years? The typical
mindset is that your first mortgage, your conventional mortgage, will be maybe a 30-year loan.
It'll be amortized over 30 years. And on a cash flow contingent basis, the trust fund will get a
little bit of excess cash at the end of every year. But at the end of the 30-year period when the
first mortgage is repaid, there is no debt in front of the trust fund. So, basically, the monies that
would be used to pay for that first mortgage for the first 30 years, can now be used to pay down
the trust fund. And henceforth, 45 years. The actual hard repayment comes in years 31 through
35. Those are probably the most powerful tools that we have in helping meet the need of the
low-income rental need here, not only on Maui but Statewide. And the project that I mentioned
earlier did use both of these programs and we'd be happy to discuss, I'd be happy to discuss, you
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know, any questions you may have relating to the debt that is outstanding on that project. Thank
you, Chair.
CHAIR CRIVELLO: Thank you. Thank you. Members? The floor is open for questions or comments
and...Councilmember Couch?
COUNCILMEMBER COUCH: Thank you, Madam Chair, and thank you, folks, for being here. We
really appreciate it. Wanted to talk, first of all, Mr. Carney and Ms. Mordasini, did I get that?
Alright, thanks. Your projects are for the most part rental only or do you do both? Gotta use the
microphone? Sorry.
MS. MORDASINI: We largely specialize in affordable rentals, but we do have developments of which
we've had a home ownership component. One project I worked on was in Meridian, Mississippi,
where we took a whole community and we created one portion that was affordable rentals and
then another portion of it, and this was actually through the HOPE VI program, with affordable
rentals.
COUNCILMEMBER COUCH: Okay.
MR. CARNEY: And I think that in our 45-year history, we've had one for-sale product that we did in
the early '70s, other than that, we are, it's strictly rentals.
COUNCILMEMBER COUCH: Great. 'Cause that's kinda, I mean that's what we're looking for
throughout the County, but especially in this project. The other question I have, I guess, is for
all three of you. I don't know if you've, you're aware of the situations of this project, where the
County owns the land, and I think there's about an 8 million...$8 plus million loan out there, and
the entity owns the buildings, if you will, and is managing the buildings. Is there any kind of
product or program that you might have or be able to put together to help us all out and get
everybody moving on to keeping the project going, because, I mean, they're housing around
1,200 to 1,300 homeless folks, or people who would be homeless, and we don't want to see that
thing go away.
MR. UEKI: Council member, if I may, I think all of the panelists would be curious, when you
mentioned keeping the project moving forward, would you be able to share any challenges that
it's currently facing? Because I probably hold some of the debt that's outstanding, but I'm not
sure you're current with regard to whatever is owed to the State. But, you know, we don't get
involved in day-to-day operations-COUNCILMEMBER COUCH: Sure.
MR. UEKI: --and what the project...and how it's operating.
COUNCILMEMBER COUCH: As far as I know, and I guess Ms. Ridao can help out, how much is
owed to the State on the debt, but I think the project is doing fine, it's just it on paper it doesn't
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pan out that the money they are bringing in is going to be able to keep up operations and pay
back the loan. So, as far as the project is concerned, as far as I know, there's no difficulties. I
mean it's starting to get a little rundown, but they're trying to keep, fix it up as much as possible.
They keep coming back to us for grants to help fix it up.
MR. UEKI: And again, I probably have, would be able to answer the most. With regard to the first
mortgage, I believe those were proceeds from bonds that the County had floated, so with regard
to repayment of that, my understanding is the project was supposed to generate enough monies to
repay the debt that the County incurred. So the project is fine with regard to repayment of that
debt?
COUNCILMEMBER COUCH: No.
MR. UEKI: Okay.
COUNCILMEMBER COUCH: No. That's the sticky...although, Ms. Ridao, any thoughts on? Did we
get anything from the State itself, or is this
think it's all County funds, right?
MS. RIDAO: Maybe I can give like a short overview of the project. Primarily, to clarify, this project,
Hale Makana has a $4 million debt to the County. There is through the tax credit program, and
I'm not sure if the rental housing...they also have commitment to the State. However, from the
beginning, the director, the executive director at that time, had made a commitment to keeping
the rents as low as possible. So, I think from that, is where the problems kind of started. The
project has not been able to sustain itself operation wise with the rents that have been charged,
and I think that the management at this time is working their best to try to get those rents
increased to a level where they could possibly become self-sufficient as operations, in
operations. However, there is still question that they would be able to cover the paying back the
County the $4 million. That is, I think, one of the questions that is of concern to this body.
CHAIR CRIVELLO: And this is why we're havingCOUNCILMEMBER COUCH: Right.
CHAIR CRIVELLO: --the resource panel is for us to inquire if there are possibilities for us to recoup
the $4 million.
COUNCILMEMBER COUCH: So the question I guess is when you say distressed properties, are you
talking physically distressed? Financially distressed? All of the above?
MS. MORDASINI: All of the above, yeah. What was the underwriting that went into issuing the bonds
in the first place? I mean, was there analysis done as far as what the original income projections
were supposed to be to support those bonds and how they're kind of comparing against expenses
and operations today?
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COUNCILMEMBER COUCH: That's a really good question.
CHAIR CRIVELLO: I'm not sure.
COUNCILMEMBER COUCH: I'd have to ask Ms. Ridao if...
CHAIR CRIVELLO: Or Director of Finance.
COUNCILMEMBER COUCH: A lot of this stuff was done before pretty much any of us were here,
except for maybe Mr. Carroll.
MS. RIDAO: No, Director of Finance does not know, I don't know. I do think, though, at the time, it
was the intent at the beginning to create affordable housing, and, but I don't know what kind of
analysis was done for the project.
MR. UEKI: I might want to add that again, this project did predate me as far as the underwriting, but we
did dig back through our files in preparation of today's meeting and the project did underwrite
from the perspective of the debt that was being applied and the ability to repay that debt. There
was, I believe there was some underwriting, I didn't see the exact numbers but the State would
not have approved the subordinate debt as well as the tax credits if the project did not "pencil
out". So I think there was a point in time where there was going to be a sufficient amount of
cash generated by the project to repay not only the first debt, but as well as take care of the
State's secondary debt at a certain point in time.
MS. MORDASINI: So, that would be my recommendation is to do historical analysis first to kind
of.. .if there's a way of obtaining that data. Find out what the original projections were, see
what's, you know, what's, why is it not making the mark? What areas is it? Not enough income
or are the expenses too high? Kind of do some forensic analysis on what the original projections
were to help diagnose where the financial sickness is at, or so to speak, on the property. I think
that'll help guide a lot of answers. Once you're able to identify kind of, you know, what
happened between point A and point B, there's, you may want to consider maybe changing the
income so to speak. So maybe not entire, 100 percent of the property will be transitional, but
maybe convert some of the units into just more affordable for families at 60 percent AMI, which
would bring in higher rents than you get today. Or if you have any project-based subsidy, that
you could put on the property to generate income and to start paying off those obligations.
Those would be, I mean those would be other ways to generate new income for the property.
MR. CARNEY: I was going to ask, who is the tax credit investor in the property and have their
obligation, the 15 year period, has that ended already for this property?
MS. RIDAO: You know, I can't remember off the top of my head the investor; however, my
understanding is that this expires December 2013.
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MR. CARNEY: So, the end of this year. So the reason for asking that question is you're saying the
entity that owns the buildings, that entity is probably a limited partnership? With the nonprofit
who operates it, probably owns less than one percent -- 1.1 percent, according to Darren. So,
you have a limited partner investor in there who owns the majority of those buildings and has
financial obligations. You'd have to look at that limited partnership agreement to see what those
obligations are.
COUNCILMEMBER COUCH: I believe, and maybe, I don't know, Madam Chair
CHAIR CRIVELLO: I was going to call on Corp. Counsel if -COUNCILMEMBER COUCH: Well, I think, I think...
CHAIR CRIVELLO: -- some information.
COUNCILMEMBER COUCH: Yeah, if we could. It's my understanding it's the same entity one with
the nonprofit arm and one with the for-profit arm. I think, I don't know.
UNIDENTIFIED SPEAKER: SunAmerica is a huge investor.
COUNCILMEMBER COUCH: Talk in the microphone.
CHAIR CRIVELLO: Mr. Murai or Mr. Hanano?
MR. MURAI: Madam Chair, I understand that Mr. Hanano may have some of this information.
CHAIR CRIVELLO: Mr. Hanano?
MR. HANANO: That is correct. The nonprofit is in partnership with a limited partnership. And I'm
not sure what the exact interests are, but I think the, if I recall, the limited partnership is
responsible for the daily operations from what I understand. We don't have the actual
partnership agreement but I suppose we can probably get that if we request it.
CHAIR CRIVELLO: Thank you. Any further questions? Or may I ask Mr. UekiCOUNCILMEMBER COUCH: Can I ask for a short recess, Madam Chair?
CHAIR CRIVELLO: Yes.
COUNCILMEMBER COUCH: Thank you.
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CHAIR CRIVELLO: Calling for recess. . . (gavel). . .

RECESS:

2:09 p.m.

RECONVENE:

2:14 p.m.

CHAIR CRIVELLO: . . .(gavel). . . Thank you. I'd like now to reconvene our Housing, Human
Services, and Transportation Committee meeting. At this time, I'd like to ask Mr. Kevin Carney
to elaborate more on the limited partnership.
MR. CARNEY: Yeah, I just wanted to emphasize the importance of the limited partnerships,
particularly since it's expiring in December. You really need to look at that document and see
what it says, because there may be, I don't know if the nonprofit has a right of first refusal to
purchase the property or not, or whether Sun investor can just sell it at market price. There also
may be an ongoing obligation in there for the County to pay any obligations that are left at the
end of that 15 years. So you really need to scrutinize that document carefully.
COUNCILMEMBER COUCH: Madam Chair?
CHAIR CRIVELLO: Yes, Mr. Couch?
COUNCILMEMBER COUCH: He asked a couple of questions that apparently only the entity, the
MECC can answer, and I'm glad you had the recess because I wanted to see if we can get
somebody from up there, so if you wouldn't mind if we can...
CHAIR CRIVELLO: No, I don't. Thank you, Mr. Lowenthal, for being here. He's served as the
previous board chair, I guess it's for the MECC, as well as presently being the Vice Chair. Can
you help us out...
COUNCILMEMBER COUCH: Can you help us answer some of the questions?
MR. LOWENTHAL: I think I can answer a lot of them because I have the information and we have
board members here who were board members all through this time. And we know the history,
and I've brought some of the documents that we have, including the limited partnership
agreement, which I think all the Council has been given. But in any event, first of all, thank you
for allowing me to come up here. I'm happy to be here at this time, and I would have been here
last time had I been given proper notice, but we were told it was at 1:30 and so I put that time
aside, and then we found out that morning it was at 9:00. But never mind that, let's move on.
I'm a lawyer, as you may know. This is, this problem is in part a document problem and part of
the things that we're struggling with are all documented in contracts, memorandums of
agreements, and leases, that are, that all of us are living with and are binding. So, we're not
starting from square one. The history as to the grant/loan, and I say that because the documents
that talk about this obligation are, describe it as a grant/loan is documented. And I don't know
whether you folks have these documents. I have some of them. But first of all, I'd like to
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respond to what you just said, sir, that I have here the limited partnership agreement. We have a
representative from SunAmerica, which I think is now AIG, that's coming to Maui and is going
to be meeting with the board in a few weeks. We were looking at these agreements, and we
know that the, that in December, a transition has to occur. There are options. If you'd be kind
enough to look at these, we would be delighted to hear your view as to what these options may
be, because — and who may be obligated to do what? Because it may give us an opportunity to
find other financing or retool this thing in ways that your experience could be very helpful. So,
if I could hand this down. Are you allowed to pass things around in here?
CHAIR CRIVELLO: We can have our Staff assist with that.
MR. LOWENTHAL: Okay. So, the limited partnership agreement-CHAIR CRIVELLO: I know that's quite a bit of material to read.
MR. LOWENTHAL: Thank you. There's a limited partnership agreement, and then there's an
addendum, and I'm sure this will mean a lot to you in your experienced eyes. The other, okay,
well, I'll stop and wait for a question or something.
COUNCILMEMBER COUCH: Well, Madam Chair, if I may?
CHAIR CRIVELLO: Yes.
COUNCILMEMBER COUCH: My biggest thing is, what can these folks do if anything to help us out
in this situation, and if in doing so, would it be a situation where you guys would handle
financing and deal with, I don't know, the operation of the property? Or would you do some
financing and do whatever you do and then the nonprofit would continue to manage the
property? Or a combination of both, or I mean what are we looking at here? Is this one entity
coming in, taking over for another, are they working in combination, or? I don't know how this
would look, with what, with, or if any way, anything can be done.
MR. CARNEY: Was that addressed to...?
COUNCILMEMBER COUCH: Either one of you two, or Mr. Ueki or Ms. Ridao.
MR. CARNEY: Well, as far as EAH is concerned, any one of those options could be a viable option.
We don't know at this point in time. We could actually be the purchaser of the property at the
end of the year, and come in and take over operations of it, and manage it ourselves. That would
be contingent upon getting awarded tax credits from Darren. It's typically the way we would
handle it. We also have a, what we call a stewardship program where we worked with a lot of
single entity owners where we've come in and put the EAH officers on their board to help them
direct the company in a positive, or the nonprofit in a positive direction. So, there's any number
of ways that we could assist. We really need to know more details about the limited partnership
agreement and what the obligations are there.
- 14 -
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CHAIR CRIVELLO: I can understand the due diligence that this Committee, as well as trying to get
more information from the umbrella entity before, I guess, if any of you could answer the
questions. But, if we were to just see like an overview of what's the possibility. If parameters
are met what, I know we have to do the historical analysis and all those different information.
But there are possibilities of an investor receiving tax credits on their rehabilitation or are there,
or is there?
COUNCILMEMBER COUCH: Yeah, Madam Chair, reading some minutes from February 2001
Committee doing the same thing, it says that they entered into and made application for and
received a low-income housing tax credit that they sold for $4.2 million in cash. And that $4.2
million in cash almost in total was returned to the County. So, if they've already sold tax credits,
are there more to sell or?
MR. UEKI: Yes, there are. Maybe, let's take a step back. Really, you currently have a limited partner
in the ownership entity being SunAmerica or AIG or whatever name it is they operate under.
And really, you would have to find, you would have to speak with them to see what their
intentions are. Because as of now, they continue to be basically a 99 percent owner of the
property. They have a window at the end of the 15 th year where they can exit the project and
that's I think what would be the fast approaching deadline, at this point. By them exiting, they
would be look, there would be probably some reasonably large amount of cash that would be
involved that they would be looking for, to basically give up their ownership share of the
program. With regard to moving forward, the project would qualify for additional tax credits,
but again, it would go through a competing process to be awarded those credits for what would
basically end up being Kevin and Monika I think would be able to be an acquisition rehab, an
acquisition and rehabilitation of the project therefore extending out the affordability under the
low-income housing tax credit program. Now, it should be noted that there is that secondary
debt from the State's rental housing trust fund. That basically does keep the project in its
affordable state for, in perpetuity. So, there's a lot of things that need to be looked at, but I think
it needs to be looked at by the ownership group. And I think the ownership would then need to
come back and sit down with the County representatives to see, what, first of all, what their
intentions are and then that sends you on the next path, as far as what the options of the County
are, moving forward.
MS. MORDASINI: Yeah, I concur and agree with both Kevin and Darren. And once you have a better
sense of what you can do and perhaps the direction you want to go, then you would have to get
into more of a formal RFP process anyways to bring anybody on board whether it was you know,
whether it was for consulting or for, you know, coming into finance and manage or whatever,
whatever you decide, what direction you want to take it based off of your obligations and how
you would like to move forward.
CHAIR CRIVELLO: Any, any other Members, Members have...
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VICE-CHAIR COCHRAN: Chair? Thank you. Mr. Couch has been doing an excellent job in asking
the questions, and I think just overall my idea and I thought the intention of the group being here
today was, they would get a heads-up of what the situation is for us, the County in reference to
this entity and how, what can they bring to the table to create a solution for all of us? So,
I.. .we're getting there right now, but it's taken a little while to get there because obviously the
entities here today were not quite given the full picture of the situation this County is in. But I
welcome this opportunity for all of us to be here to discuss you know, the situation, and I'm
looking forward to yeah, getting more detailed information and figuring out how can we recoup
what we, what's out there for this County? And I see that both of you, all of you are quite
qualified in doing so, and I'm looking forward to getting, you know, I guess just setting, getting
all the information out there in order to make the best decision possible, I guess, basically, Chair.
So, I'd like to, you know, stay on point with that and whatever we need to do to get everybody
on the same page in figuring out how we're gonna move forward, here. I know that's your
intention too is how do we recoup this money that's out there? And so, I just wanna ... that's just
my comments for now, Chair. Thank you for that opportunity.
CHAIR CRIVELLO: Thank you. Councilmember Carroll?
COUNCILMEMBER CARROLL: Thank you, Chair It has been so far been very informative and it's
... I really appreciate everyone over here. The question now is what we can do with the
information and where we can go with it. And I'm sure that there's a lot more that we really
need to look at. And the bottom line is, of course is applying these services to our people. And I
hope that as we proceed, it can become clear how we can work together and how we can
expediate expanding services and keeping the services that we have. And I look forward to this.
Thank you.
CHAIR CRIVELLO: Thank you, Member Carroll. Mr. Lowenthal?
MR. LOWENTHAL: Thank you, Madam Chair. There are three, the outcome across three key
documents that I'd like to share with the panel at some point. One is the lease between what is
now KHAKO and the County where the, our organization formally known as Maui Economic
Concerns of the Community, or MECC entered into a lease with the County for the property that
is until 2050, and that lease talks about fixtures and chattel property and that's your basic lease.
The other and you oughta see what that says. There's a Memorandum of Understanding between
MECC and the County that was entered into in 1994, talking about the desire of the County to
work with MECC and set up affordable housing in this County, which has worked out pretty
well so far. And there's also a loan repayment agreement dated December 1998, which has a
number of provisions. I don't know whether you've seen this one? Dealing with repayment and
restructuring of this loan, which will be coming up and how it could be restructured, and whether
it's a loan, whether it's a grant, it's called a loan and a grant. There's a fascinating history that
John Decker is prepared to talk about if you'd like to hear him, because he was present during
the negotiations when the County worked with MECC in funding the building of this and floated
the bond and structured it in a way that they could get bond money and that it was never really
intended to be a payback kind of loan, it was basically a partnership between MECC and the
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County to provide affordable housing. And that was everybody's interest. And John can give
you the particulars of that, if you'd like to hear it. He's present. What I think might be a path
forward would be to sit down with, or figure out a way to get these documents, maybe e-mail or
however, to our panelists and get the benefit of their experience and wisdom so that when
we.. .we can develop a strategy for dealing with SunAmerica when they show with their
representative up in a few weeks. Because we would like to have a position that works best for
everyone. And this is the moment to do it. So, I'm very happy to see the resources here. It's
just I don't know if this is the easiest forum to work in to figure out a strategy for that. My guess
is, it's not.
CHAIR CRIVELLO: Member Couch?
COUNCILMEMBER COUCH: Thank you, Madam Chair, and I agree with Mr. Lowenthal. One of the
things that I would like to see, if at all possible, and I'm sure I don't know if the other Members
would agree is, if this group can get together in a less formal setting, and all the stuff get put out
on the table and see what kind of options we have and how we can get everybody whole again
and keep the.. .the most important thing is to keep the entity running Keep the shelter running.
And expand it if at all possible. But, and anyway that this whole group — Ms. Ridao, Mr.
Lowenthal, these folks here, if they choose to after they look at all the stuff and see what's
available and maybe have them all get together, hammer it out, then come back to us in,
whenever they get a chance to find things out and then we can see where we can go from there.
CHAIR CRIVELLO: Thank you, Member Couch. Members, any more comments or question? I'd like
to again thank you for being here. Actually, you know, it's quite generic, it was used to sorta get
a snapshot of what's possible. We are tasked to try and assist the organization or infuse into the
County monies that is due us, and we recognize that it's almost quite difficult for the entity to
repay. But I think the timing's perfect if we have up until this year where the lead investor,
SunAmerica will basically be closing out. So I recognize that there's more due diligence on our
part, to do this, and if the panel would be so kind to do some you know, reading about, and
maybe, and then we can regroup again with the Director's direction, with Ms. Ridao, and the
actual Committee itself that we can come back and look at this. You know, I would like to defer
this item, if there are no objections? And part of this is to have us to move forward and
definitely we want to keep this facility running, and just based on the report that, you know, what
you have before you was received from the organization, from Ms. Woods. So, I'd like to thank
you for providing all of this for us, and many of this information that we have is of value for us
to understand further the Ka Hale A Ke Ola homeless resource and the Hale Makana 0 Waiale
affordable rental complex. I believe our Director works very closely with the organization, and
we just want to make things better and at the same time, I don't have to say this again, but I'd
want to just be able to recoup what's due us and just have things flow accordingly. So,
members, if there are no objections, I would like to defer this item.
COUNCILMEMBERS VOICED NO OBJECTIONS. (Excused: GCB, DSG, and MPV)
ACTION: DEFER PENDING FURTHER DISCUSSION.
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CHAIR CRIVELLO: Being that there are no objections for the deferral, Members, we've completed
today's agenda and I'd like to thank the representatives from the Administration and Committee
Staff for assisting us. With that, the July 16, 2013 meeting of the Housing, Human Services, and
Transportation is now adjourned. Thank you. .. .(gavel). . .
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