COUNCIL OF THE COUNTY OF MAUl

HOUSING AND
HUMAN SERVICES COMMITTEE
April 7, 2006

Committee
Report No.

06-52

Honorable Chair and Members
of the County Council
County of Maui
Wailuku, Maui, Hawaii
Chair and Members:
Your Housing and Human Services Committee, having met on June 16, 2005,
July 14, 2005, September 15, 2005, October 6, 2005, October 20, 2005,
November 1, 2005, December 8, 2005, January 19, 2006, February 1, 2006,
February 16, 2006, March 2, 2006, and March 13, 2006, makes reference to County
Communication No. 05-132, from the Director of Housing and Human Concerns,
transmitting a draft bill entitled "A BILL FOR AN ORDINANCE AMENDING
CHAPTER 2.86 OF THE MAUl COUNTY CODE, PERTAINING TO COUNTY
HOUSING POLICIES".
The purpose of the draft bill is to amend Chapter 2.86, Maui County Code
(MCC), pertaining to county housing policies.
By correspondence dated April 18, 2005, the Council Chair transmitted the
following:
1.

A document entitled "Affordable Housing for Maui County", submitted by
the Board of Directors ofMaui Tomorrow Foundation, Inc.;

2.

A document entitled "Santa Cruz County Affordable Housing Guidelines,
2004 Edition, Revised April 12, 2004"; and

3.

County of Hawaii Ordinance No. 05-23, entitled "AN ORDINANCE
AMENDING CHAPTER 11 OF THE HAWAI'I COUNTY CODE 1983
(1995 EDITION), TO REVISE THE AFFORDABLE HOUSING
POLICY FOR THE COUNTY OF HAW AI' I".

By correspondence dated June 8, 2005, the Council Chair transmitted a document
dated May 18,2005, entitled "AFFORDABLE HOUSING NOW AN INCLUSIONARY
HOUSING MEASURE", prepared by the Maui Nui Housing Task Force (MNHTF),
which included the following:
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1.

A draft bill entitled "A BILL FOR AN ORDINANCE AMENDING
CHAPTER 2.86 OF THE MAUl COUNTY CODE, PERTAINING TO
COUNTY HOUSING POLICIES";

2.

A draft resolution entitled "ADOPTING THE MAUl COUNTY
AFFORDABLE HOUSING GUIDELINES PURSUANT TO TITLE 2.86,
MAUl COUNTY CODE"; and

3.

A draft bill entitled "A BILL FOR AN ORDINANCE AMENDING
TITLE 3, MAUl COUNTY CODE, PERTAINING TO THE
AFFORDABLE HOUSING TRUST FUND".

At its meeting of June 16, 2005, your Committee met with the Director of
Housing and Human Concerns; the Deputy Director of Housing and Human Concerns; a
Deputy Corporation Counsel; Richard Michaels, Chairman, Maui Tomorrow Foundation,
Inc.'s Affordable Housing Committee (Maui Tomorrow); and Giovanni Rosati, Task
Force Coordinator, MNHTF.
Your Committee received public testimony from two individuals in support of an
affordable housing policy that was geared toward households earning below 80 percent of
the median income.
Your Committee received the following documents at the meeting:
1.

An article entitled "Solving affordable housing crisis" from the
May 29,2005 issue of the Honolulu Advertiser, submitted by Lance
Holter, Director, Maui Tomorrow Foundation, Inc.;

2.

A printout of a computer-generated presentation entitled "AFFORDABLE
HOUSING FOR MAUl COUNTY", submitted by Mr. Michaels;

3.

A printout of a computer-generated presentation entitled "AFFORD ABLE
HOUSING NOW AN INCLUSIONARY HOUSING MEASURE",
prepared by MNHTF and submitted by Mr. Rosati; and

4.

A handout regarding the Department of Housing and Human Concerns'
presentation, submitted by the Director.
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Mr. Michaels provided your Committee with a computer-generated presentation
of Maui Tomorrow's draft affordable housing policy. He stated that Maui Tomorrow
patterned its policy after Santa Cruz County's policy, which calls for an independent
Housing Authority. This authority would administer the affordable housing applicant list,
the applicant-selection process, and an affordable housing fund created by the payment of
in-lieu fees. He also stated that Maui Tomorrow's policy would apply to developments of
four or more dwelling units, require 25 percent of the total units to be affordable, and
require that the units remain affordable for the life of the units.
Mr. Rosati provided your Committee with a computer-generated presentation of
MNHTF's draft affordable housing policy. He stated that MNHTF was formed in
May 2003, and is comprised of a very diverse group of people, including developers,
realtors, contractors, union representatives, and former County employees. He also stated
that the policy would apply to any residential project of ten or more units, require 20
percent of the total units to be affordable, require the units to remain affordable III
perpetuity, and require that an affordable housing review committee be created.
The Director provided your Committee with a computer-generated presentation of
the Department's draft affordable housing policy. She stated that the policy would amend
Chapter 2.86, MCC, to implement the General Plan.
She also stated that the
Department's policy would be triggered by a change in zoning, apply to developments of
two or more units (excluding family subdivisions), and require 15 percent of the total
units to be affordable.
Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated July 13, 2005, the Chair of your Committee transmitted
a matrix comparing key components of each of the three draft affordable housing policies
presented at the previous meeting, and the County of Hawaii's affordable housing policy.
The components covered by the matrix are: the definition of affordable housing,
eligibility requirements, triggers for the policy, methods of satisfying the housing
requirement, in-lieu fees, and the administering body.
At its meeting of July 14,2005, your Committee met with the Director of Housing
and Human Concerns and a Deputy Corporation Counsel.
Your Committee received public testimony from two individuals in support of the
development of an affordable housing policy. Both testifiers stated that MNHTF's draft
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was a collaboration of a very diverse group of experts and thanked your Committee for
considering the matter.
Your Committee discussed the matrix and the components of each policy listed.
Your Committee requested that the existing County housing policy (Chapter 2.86,
MCC) be added to the matrix. Your Committee also asked that Chapter 2.94, MCC,
relating to affordable housing policies for hotel-related developments, be considered
while drafting the new policy.
Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated July 28, 2005, the Council Vice-Chair transmitted
written testimony (undated) from Norman C. Franco.
By correspondence dated September 14, 2005, the Chair of your Committee
transmitted a document entitled "Housing Policies Matrix (Sept. 15, 2005)". In addition
to including a column reflecting the components of the existing County housing policy,
the Housing Policies Matrix also added comparisons of funding requirements,
enforcement provisions, housing credits, and other requirements for each of the policies.
At its meeting of September 15, 2005, your Committee met with the Director of
Housing and Human Concerns; a Deputy Corporation Counsel; Giovanni Rosati, Task
Force Coordinator, MNHTF; and Sean Lester, Maui Tomorrow.
Your Committee received public testimony from three individuals in favor of the
development of an affordable housing policy. The testifiers noted that hotels undergoing
renovation should be required to provide more affordable housing, that principles should
be established on which to base the affordable housing policy, and that the policy should
acknowledge that affordable homes not be limited to small, starter homes.
Your Committee received a copy of a document entitled "Final Report, Hawaii
Housing Policy Study, 2003", dated December 2003; and a copy of a document entitled
"County Affordable Housing Projects (Brief Synopsis - September 13, 2005)", submitted
by Councilmember Michelle Anderson at the meeting.
Your Committee discussed the housing requirements on the Housing Policies
Matrix.
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The Director stated that the Department's draft policy requires that, for all
changes in zoning for developments consisting of 2 or more units, 15 percent of the units
be affordable. This requirement represents a 5 percent increase from what was required
in the past, but the Director added that the increase was warranted because of the current
real estate market. The Director also stated that the draft policy would require in-lieu
fees amounting to 10 percent of the sales price of the affordable units required, assuming
the required affordable units would be priced at 120 percent of median. The Director
further stated that developable land or lots could be given in-lieu of affordable units,
provided that the minimum appraised value of the land or lots is greater than the required
in-lieu fee.
Mr. Rosati stated that MNHTF's policy requires 20 percent of the units to be
affordable if they are built on-site, 25 percent of the units to be affordable if they are built
off-site, and 40 percent of the average price of the market rate homes to be used to set an
in-lieu fee. He also stated that these percentages would be established by resolution so
that the Council could easily adjust them. He explained that the off-site requirement is
higher than the on-site requirement to encourage the integration of affordable and market
rate homes. He also explained that the in-lieu fee is intentionally high to serve as a
disincentive, since MNHTF would rather encourage homes than money.
Mr. Lester stated that Maui Tomorrow's policy requires 25 percent of the units to
be affordable, but would give priority processing to a development with 33 percent or
more of its units affordable, if the units are built on-site. For affordable units that are
built off-site, 50 percent of the total units would need to be affordable to receive priority
processing. He also stated that the priority processing was intended to give the
developers an incentive to build more affordable units. Mr. Lester agreed with MNHTF
that communities should integrate affordable and market rate homes. He further stated
that the cash in-lieu option would be between 30 and 35 percent of the higher of the
average or median sales price of the market units.
Your Committee asked if concurrency would be required and was informed that it
would be required in all of the draft policies. Your Committee commented that the
percentages required may need to be increased due to the housing crisis. Your Committee
discussed whether the requirements should be based on actual statistics and the income of
Maui County residents.
Your Committee recommended that 25 percent of the units be affordable if built
on-site, 40 percent if built off-site, and 50 percent of the average market sales price used
to calculate the in-lieu fee, in cash or developable land or lots.
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Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated September 15, 2005, Dean Uchida, Executive Director,
Land Use Research Foundation (LURF), submitted LURF's views on the subject matter.
By correspondence dated September 21, 2005, Charles Jencks, President, Maui
Contractors Association, submitted recommendations for consideration in drafting the
affordable housing bill.
By correspondence dated September 28, 2005, the Chair of your Committee
requested that the Director of Housing and Human Concerns confirm that the Department
is utilizing the median income established by the United States Department of Housing
and Urban Development (RUD) when participating in Federal programs.
By correspondence dated September 28, 2005, the Director of Housing and
Human Concerns confirmed that the Department utilizes the median income established
by RUD when participating in Federal programs.
By correspondence dated September 30, 2005, Councilmember Michelle
Anderson transmitted an article entitled "Zoning for What? Housing for Whom?" from
the September 2005 issue of Hawaii Business.
By correspondence dated October 4, 2005, your Committee requested that the
Department of the Corporation Counsel opine whether the Council has the authority,
through amendments to the Maui County Code, to require that each of the following
comply with a County affordable housing policy: applicants for a State Land Use District
Boundary Amendment involving less than 15 acres; applicants for a non-decennial
Community Plan Amendment; applicants seeking to establish (or amend) a Project
District; and all residential projects, including property which does not require land use
approvals for development.
By correspondence dated October 6, 2005, Dean Uchida, Executive Director,
LURF, submitted written testimony commenting on an affordable housing policy.
By correspondence dated October 6, 2005, the Chair of your Committee
transmitted written testimony dated October 6, 2005 from Leif Sjostrand and Blanca
Lafolette commenting on the lack of inventory and the economic principles involved with
affordable housing legislation.
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At its meeting of October 6, 2005, your Committee met with the Director of
Housing and Human Concerns; the Planning Director; a Deputy Corporation Counsel;
and Giovanni Rosati, Task Force Coordinator, MNHTF.
Your Committee received public testimony from three individuals who were in
support of an affordable housing policy.
Your Committee also received the following documents:
1.

Written testimony in support of an affordable housing policy from Mr.
Rosati, Task Force Coordinator, MNHTF;

2.

Written testimony in opposition to an affordable housing policy from
Grant Chun, Vice President, A & B Properties, Inc.;

3.

Written testimony commenting on an affordable housing policy from
Harvey Goth, Vice President, D.R. Horton-Schuler Division, who
supported comments made in LURF's correspondence dated
September 15, 2005, and suggested a workshop with developers,
contractors, and affordable housing advocates; and

4.

Written testimony commenting on an affordable housing policy from
Stacie Thorlakson, President, Maui Chamber of Commerce, who
commented on off-site affordable housing and reasonable cash in-lieu
provlSlons.

The Director of Housing and Human Concerns provided your Committee with
information pertaining to HUD's 2005 affordable sales price guidelines.
Councilmember Charmaine Tavares also transmitted a proposal dated October 6,
2006, regarding affordable housing unit requirements and information pertaining to
HUD's 2005 affordable sales price guidelines.
Your Committee discussed Councilmember Tavares's proposal, which would
raise the income eligibility requirement to 160 percent of median income and the
percentage of affordable units required to 80 percent, and require a set percentage of
affordable units for each income group. Your Committee noted that this proposal would
provide a broad range of housing and address the needs of the working residents of the
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County. Your Committee also noted that education on what the median income is and
how it applies to residents and their eligibility for housing is needed.
Your Committee questioned the percentages required for each income group and
stated that it should be tied to the demographics of the County. Your Committee further
noted that nonprofit organizations could also build affordable units, and that the policy
should not be limited to construction by private developers.
Your Committee also discussed the triggers for compliance with the housing
policy.
The Deputy Corporation Counsel stated that the trigger could be changes in
zoning, project district changes, and State Land Use District Boundary Amendments
involving less than 15 acres. He also stated that using non-decennial Community Plan
Amendments and subdivision approvals as triggers could be more difficult, and that more
research would be needed before a formal opinion could be given. He further stated that
a stand-alone policy, not contained within Chapter 18, MCC, relating to subdivisions,
could require that affordable units be provided even where properties already have their
zoning entitlements.
Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated October 6,2005, the Chair of your Committee requested
the Planning Director to submit maps showing unimproved lands that are zoned and
designated in the community plan for residential use, and maps showing project districts
that include undeveloped lands designated as residential.
By correspondence dated October 7, 2005, Marina Batham and Margaret Norrie
submitted written testimony commenting on an affordable housing policy.
By correspondence dated October 11, 2005, the Chair of your Committee
transmitted a report entitled "AFFORDABLE HOUSING POLICY AND HAWAII'S
FOR-SALE HOUSING MARKETS" dated October 2005, prepared by SMS Affiliations
and Associations.
By correspondence dated October 18, 2005, the Planning Director submitted
information pertaining to residential land supply maps.
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By correspondence dated October 20, 2005, Dean Uchida, Executive Director,
LURF, submitted written testimony commenting on an affordable housing policy.
At its meeting of October 20, 2005, your Committee met with the Director of
Housing and Human Concerns, the Planning Director, the Director of Public Works and
Environmental Management, the Corporation Counsel, and a Deputy Corporation
Counsel.
Your Committee received public testimony from seven individuals, commenting
on the length of time it takes to get building permits, the need for the County to address
infrastructure requirements, the possibility of structuring the housing policy as an
emergency ordinance that would expire, the prospect that each new layer of governmental
regulation will make the net cost higher, the wisdom of a change in zoning trigger, and
that an 80 percent affordable requirement is too high.
Your Committee received the following documents:
1.

Written testimony from Howard Hanzawa commenting that any affordable
housing policy that requires developers to build units should be deemed an
emergency ordinance and be temporary;

2.

A proposal submitted by Councilmember G. Riki Hokama, regarding
affordable housing requirements for commercial and industrial projects;
and

3.

Maps from the Planning Director showing unimproved lands that are
zoned and designated in the community plan for residential use, and maps
showing project districts that include undeveloped lands designated as
residential on October 19, 2005.

Your Committee received a presentation from the Planning Director on the
residential land supply maps provided by his Department. His presentation included
Community Plan maps for Lanai, Maui, and Molokai; residential zoning maps for Lanai,
Maui, and Molokai; and Project District maps for Lanai, Maui, and Molokai. He stated
that approximately 2,500 acres of land that are zoned residential are undeveloped and
would not require a Community Plan Amendment in order to be developable. He also
stated that there are overlaps between the maps.
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Your Committee convened a panel of developers to discuss possible affordable
housing requirements. Panelists included Leiane Paci, Maui Lani Partners (Maui Lani);
Charles Jencks, Owners' Representative, WCPT/GW Land Associates, LLC, and
President, Maui Contractors Association; Henry Spencer, member, Old Stable LLC; and
Warren Suzuki, Senior Vice President, Maui Land & Pineapple Company, Inc. (ML&P).
Mr. Jencks stated that the State Land Use Commission has tried to impose
50 percent and 60 percent affordable housing requirements and neither has worked. He
suggested that 25 percent is reasonable, but that 40 percent for off-site affordable units is
punitive, as is the level of cash in-lieu contributions being considered. He suggested that
an appropriate in-lieu fee would be the amount that the developer would subsidize a
market-rate house to sell it at an affordable price.
Mr. Spencer stated that the trigger for building affordable units should be a
change in zoning, and that developers should be allowed to build these units off-site to
meet their affordable housing requirements as long as the units stay within the relevant
Community Plan area. He also stated that the cash in-lieu option should be eliminated if
the intent is to obtain a house, except for extenuating circumstances. He further stated
that the policy should have a process that is as timely as possible because delays cause
the price of the unit to increase. He also stated that the County should pursue the
affordable units that are already owed to it.
Mr. Suzuki stated that his company supports a 15 to 20 percent affordable housing
requirement and that a higher requirement would not work in poorer economic times. He
also stated that delays in projects cause a substantial price increase per unit. He further
stated that in-lieu fees are currently used for nonprofit housing related projects, such as
the homeless shelter, and do serve a purpose in the community besides building more
housing units.
Ms. Paci stated that her company currently provides 20 percent of its project's
total units as affordable, but that the delays in processing applications are causing the
prices of homes to rise. She explained that building off-site is generally more expensive
for the developer. She also stated that traffic mitigation requirements are costly and that
Maui Lani has had to pay for such measures in their entirety, instead of Maui Lani's fair
share, because of a lack of State or County funds to complete their portions on time. She
further stated that flexible standards would allow developers to mix multi-family and
single-family units, or to sell multi-family units as affordable units.
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The Director of Housing and Human Concerns stated that while 2,840 affordable
units are owed to the County for residential projects that have already been approved,
only 78 units are owed now. The rest of the units are not yet due.
Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated November 1, 2005, Councilmember Charmaine Tavares
transmitted comments from Laurel Murphy, regarding the need for "workforce housing".
At its meeting of November 1, 2005, your Committee met with the Director of
Housing and Human Concerns, the Planning Director, the Director of Public Works and
Environmental Management, and a Deputy Corporation Counsel.
Your Committee received public testimony from two individuals who commented
that your Committee needs to know the base cost of building a unit before it can
determine what percentage of affordable units would be appropriate. The testifiers also
stated that the policy needs to define what an affordable unit is.
The Deputy Corporation Counsel provided your Committee with a document
entitled "LAND USE LAW REPORT" (June 20, 2001), and a document entitled
"Chapter 15.94 CITY OF NAPA HOUSING TRUST FUND, HOUSING IMPACT FEE
AND INCLUSIONARY/IN LIEU FEE REQUIREMENTS".
Your Committee discussed appropriate triggers for compliance with the
affordable housing policy and methods for satisfying the housing requirement.
The Deputy Corporation Counsel clarified the difference between an inclusionary
zoning ordinance and an inclusionary housing ordinance. He stated that an inclusionary
zoning ordinance is tied to an event, such as a change in zoning, and must have a
proportional nexus between the asserted governmental interest and the condition imposed
by the government. He also stated that an inclusionary housing policy is more
comprehensive and can be applied at the subdivision or building permit level; however,
an appeals process must be provided. He also explained that the burden of the appeal
would lie with the developer and not the County.
Your Committee recommended that the inclusionary housing policy model be
used when creating the draft bill.
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Your Committee discussed whether the requirement should be 25 percent of the
affordable units on-site and 40 percent of the affordable units off-site, with 50 percent of
the average market sales price used to calculate the in-lieu fee; or a variation of the 80
percent affordability requirement that Councilmember Tavares had proposed in her
correspondence dated October 6, 2005. Your Committee expressed concerns that 80
percent may be too high for developers to make a profit, and also, that affordable units
should not be sold at market price after 120 days. Your Committee discussed the
breakdown in Chapter 2.86, MCC, for selling an affordable unit, where the unit must be
offered to the next available income bracket until it reaches the highest applicable
bracket, then be offered to the County, before it can be sold at market rate. Your
Committee noted that, at its last meeting, the developers used a 30-percent figure when
testifying and speaking on the panel, even while the 80 percent affordable proposal was
being considered.
Your Committee recommended that the draft bill set the methods of satisfying the
housing requirement that 30 percent of the affordable units be provided on-site, that
40 percent of the affordable units be provided off-site, and that 50 percent of the average
market sales price be established for in-lieu fees. The in-lieu fee contribution could be
paid in cash or through developable land or lots with a minimum assessed value of the inlieu fee.
Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated November 4, 2005, the Chair of your Committee
transmitted Maui Vacation Rental Association's statement on affordable housing.
By correspondence dated November 21, 2005, Councilmember Charmaine
Tavares transmitted three pieces of written testimony encouraging more affordable
housing. Testimony from Patrick and Helaine Borge dated October 22, 2005, and
testimony from Mary Matsukawa dated November 3, 2005, supported Councilmember
Tavares's 80 percent proposal. Testimony from Larry Janik dated November 3, 2005,
supported more affordable housing for the Maui workforce.
By correspondence dated December 2, 2005, the Chair of your Committee
transmitted a draft bill entitled "A BILL FOR AN ORDINANCE ESTABLISHING A
RESIDENTIAL WORKFORCE HOUSING POLICY" (residential workforce housing
bill).
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By correspondence dated December 7, 2005, Councilmember Dain P. Kane
transmitted an article entitled "Mainland residents own 20 percent of Maui County
homes" from the September 3, 2005 issue of The Maui News; a copy of Section 10-9 of
the City of Boston Municipal Code, relating to Boston resident preference in housing
programs; and an article entitled "In Policy Shift, Bostonians to Get Preference for
Affordable Housing", from the December 5,2002 issue of the Dorchester Reporter.
By correspondence dated December 7, 2005, Councilmember Dain P. Kane
submitted proposed revisions to the draft residential workforce housing bill.
At its meeting of December 8, 2005, your Committee met with the Director of
Housing and Human Concerns, the Deputy Director of Housing and Human Concerns,
the Deputy Director of Public Works and Environmental Management, and a Deputy
Corporation Counsel.
Your Committee received public testimony from six individuals who included
suggestions that the in-lieu contribution be for land rather than money, that a water
preference be given to affordable housing projects, that builders be told what size units
they must build, and that the draft residential workforce housing bill be referred to the
planning commissions for review and comment if it is a land use ordinance.
Your Committee received written testimony from Giovanni Rosati, Task Force
Coordinator, MNHTF, commenting on a need for more detail throughout the draft bill,
requesting that the HUD median income be used when calculating eligibility, and
cautioning against setting such a high in-lieu fee.
Your Committee discussed the draft residential workforce housing bill and the
revisions proposed by Councilmember Dain P. Kane.
Your Committee recommended that a definition of "resident" be added to the
draft bill, along with a preference for local residents if possible. Your Committee also
recommended expanding Subsections 2.96.040(B)(2) and 2.96.050(H) to add more detail.
Your Committee further recommended that provisions be added to address an appeals
process and rule-making authority.
Your Committee also discussed who should be designated as the administrative
authority. Your Committee considered a semi-autonomous board, the Department of
Housing and Human Concerns, and a hybrid of a board and the Department. The Deputy
Corporation Counsel advised that a semi-autonomous board or authority would need to
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be created by Charter amendment or ordinance. This board would also need to exist in
perpetuity, as the workforce housing units are required to be affordable in perpetuity.
Your Committee also discussed the cost of establishing and maintaining a semiautonomous board, along with related liability issues.
Your Committee recommended that the Department be authorized to administer
the policy at this time.
Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated December 15, 2005, the Chair of your Committee
transmitted a copy of a letter dated October 19, 2005, from Charles Jencks, President,
Maui Contractors Association, transmitting the Association's affordable Housing Task
Force recommendations.
By correspondence dated January 13, 2006, the Chair of your Committee
transmitted a revised draft bill entitled "A BILL FOR AN ORDINANCE
ESTABLISHING A RESIDENTIAL WORKFORCE HOUSING POLICY", and resale
formula comparison formulas. The revised draft bill incorporated revisions proposed by
the Chair of your Committee after considering suggested changes.
By correspondence dated January 19, 2006, Dean Uchida, Executive Director,
LURF, opposed the revised draft residential workforce housing bill, and submitted
suggested revisions.
At its meeting of January 19, 2006, your Committee met with the Director of
Housing and Human Concerns; the Planning Director; the Director of Public Works and
Environmental Management; the Director of Finance; the Administrator, Real Property
Tax Division, Department of Finance; and a Deputy Corporation Counsel.
Your Committee received public testimony from four individuals commenting on
possible self-certification by the developers, the use and availability of tax credits, offsite percentage requirements, and accountability issues.
Your Committee received the following documents:
1.

Correspondence dated January 19, 2006, from Carl Bonham, Executive
Director, University of Hawaii Economic Research Organization,
submitted by Dean Uchida, Executive Director, LURF;
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2.

Correspondence dated January 18, 2006, from Paul Brewbaker, Senior
Vice President and Chief Economist, Bank of Hawaii Treasury, submitted
by Dean Uchida, Executive Director, LURF; and

3.

Correspondence dated January 19, 2006, from Bob McNatt, Executive
Vice President, General Manager, Community Development, ML&P,
submitted by Warren Suzuki, ML&P.

Your Committee discussed the revised draft residential workforce housing bill
transmitted on January 13,2006, and possible changes recommended by members of the
Administration. Your Committee discussed, but decided against changing, the trigger for
workforce housing to changes in zoning. Your Committee also discussed the issue of
self-certification and recommended including it in the revised draft bill.
Your Committee recommended making the following further revisions to the
revised draft bill: expanding the purpose section, expanding the definition of "resident"
to include students and parents of the disabled, moving rule-making authority to its own
section, revising Section 2.96.090 to take into account the timelines for outside agency
review, and changing affordable in perpetuity to a lengthy number of years to be
determined by the Chair of your Committee.
Your Committee discussed ways to cap or freeze real property taxes for affordable
units. The Director of Finance stated that the current method of assessing real property
values takes the deed restriction on sales price into account when setting the property
value, and that units with such deed restrictions do not appreciate as fast as market rate
homes. Your Committee recommended maintaining the current practice used by the
Department of Finance.
Your Committee expressed concern that the rental and ownership units were
categorized together. Your Committee questioned whether the resale formula currently
proposed takes all factors into account, such as closing costs. Your Committee also
questioned whether it was acceptable to have 70 percent of the units priced at the market
rate and sold to nonresidents.
Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated January 19, 2006, Tom Cook, President, Maui
Contractors Association, submitted comments on the revised draft residential workforce
housing bill.
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By correspondence dated January 20, 2006, the Director of Finance commented
on the revised draft residential workforce housing bill.
By correspondence dated January 25, 2006, the Chair of your Committee
transmitted a revised draft bill entitled "A BILL FOR AN ORDINANCE
ESTABLISHING A RESIDENTIAL WORKFORCE HOUSING POLICY", along with
proposed sales price amounts, using the formula in the draft bill. The revised draft bill
incorporated revisions proposed by the Chair of your Committee after considering
suggested changes.
By correspondence dated January 25, 2006, the Chair of your Committee
transmitted a document from Councilmember Charmaine Tavares entitled "2005 HUD
Affordable Sales Price Guidelines" for a family size of 4, at a mortgage interest rate of 6
percent.
By correspondence dated January 27, 2006, the Chair of your Committee
requested that the Department of the Corporation Counsel respond to his inquiry dated
October 4,2005.
By correspondence dated January 30, 2006, Councilmember Charmaine Tavares
transmitted a copy of written testimony dated November 3, 2005 from Larry Janik,
Program Coordinator, Goodwill Industries of Hawaii, requesting that your Committee
consider affordable homes and rentals for single people.
By correspondence dated January 31, 2006, Harvey Goth, Vice President, D.R.
Horton - Schuler Division, commented on the revised draft residential workforce housing
bill dated February 1, 2006.
By correspondence dated January 31, 2006, the Chair of your Committee
transmitted proposed revisions to Section 2.96.030 of the revised draft residential
workforce housing policy received from the Department of the Corporation Counsel.
At its meeting of February 1, 2006, your Committee met with the Director of
Housing and Human Concerns; the Planning Director; the Director of Finance; the
Deputy Director of Public Works and Environmental Management; a Deputy Corporation
Counsel; Richard Michaels, Chairman, Maui Tomorrow; and Giovanni Rosati, Task
Force Coordinator, MNHTF.
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Your Committee received public testimony from seven individuals in support of
the policy who requested that the following changes be considered: limiting the trigger
for affordable housing requirements to changes in zoning; lowering the amount of the inlieu fee; providing a greater share of equity to owners who reside in their homes longer;
raising the income limit to 160 percent of median income; and including a generational
requirement for eligibility.
Your Committee received the following documents:
1.

Written testimony from Hans Riecke offering comments on the revised
draft residential workforce housing bill;

2.

Written testimony from Dean Uchida, Executive Director, LURF,
transmitted by the Chair of your Committee, in opposition to the revised
draft residential workforce housing bill, with suggested revisions;

3.

Proposed revisions submitted by Mr. Michaels, Chairman, Maui
Tomorrow; and

4.

Correspondence dated January 27, 2006 from the Planning Director,
offering comments.

Mr. Michaels stated that, while much work had been done on the draft residential
workforce housing bill, more work is needed. He further stated that "resident" needs to
be redefined to favor long-term residents, that the percentage of off-site units required
should revert to 40 percent, that the in-lieu fee should revert to 50 percent, that the policy
needs to specifically address the handling of fractional units, that the Director should not
be given authority to modify the percentage of units required in each income group, and
that the resale price should increase by 5 percent per year to a maximum of 25 percent to
discourage speculation.
He emphasized that Maui Tomorrow strongly supports
administration of the policy through an independent housing authority.
Mr. Rosati stated that there are many aspects of the revised draft residential
workforce housing bill that MNHTF supports: the definition of "resident", the new
exemption section, the provision for working with non-profit organizations, concurrency,
Council review of the policy in five years, and the fast-track requirement. He further
stated that there are areas which MNHTF would like to see changed: adding a durational
time requirement for residency, changing the 4-unit trigger to 10 units, making the
process as predictable as possible, and requiring the units to be affordable in perpetuity.
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The Director of Housing and Human Concerns stated that the revised draft
residential workforce housing bill is good overall and would create a workable policy
with a few more changes. She stated that setting the in-lieu fee at 30 percent is too high
and unrealistic; requiring 30 percent of a development to be affordable is reasonable, but
the qualifying income brackets need to be high enough to support that number; and that
she opposes the establishment of an independent housing authority.
The Planning Director stated that the in-lieu fee should remain high to encourage
developers to build residential workforce housing, and that there should not be a
distinction between on-site and off-site units in regards to the percentage required. He
further stated that the fast-tracking provision needs to be revised to include longer time
frames for planning commission reviews and outside agency reviews, but that the 60-day
timeframe could work for reviews that are done solely by County departments.
The Director of Public Works and Environmental Management stated that the
Department is the central collection point for permit reviews, but has no control over the
response time of other departments. He further stated that giving a priority to every
residential project over 4 units that has an affordable housing component is not realistic.
Your Committee also discussed the breakdown of residential workforce housing
units by income group. Your Committee voiced some concern over whether the draft
percentages address the current needs of the County, if 70 percent of County residents
earn less than 100 percent of median income.
Your Committee requested that a panel of lenders be made available to discuss
the financing aspects of the policy at the next meeting.
Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated February 3, 2006, the Chair of your Committee
transmitted written testimony dated February 1, 2006, from Heidi Bigelow, West Maui
Land Company, Inc., requesting that employee housing be added to the draft bill and
expressing concern that the applicability starts at 4 units.
By correspondence dated February 8, 2006, the Chair of your Committee
transmitted a revised draft bill entitled 'A BILL FOR AN ORDINANCE
ESTABLISHING A RESIDENTIAL WORKFORCE HOUSING POLICY". The revised
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draft bill incorporated reVlSlons proposed by the Chair of your Committee after
considering suggested changes.
By correspondence dated February 14, 2006, the Director of Public Works and
Environmental Management provided comments on the revised draft residential
workforce housing bill.
By correspondence dated February 15, 2006, the Chair of your Committee
transmitted Fannie Mae and Freddie Mac mortgage requirements for restricted units.
By correspondence dated February 15, 2006, Councilmember Michelle Anderson
transmitted documents on the number of households by HUD Income Categories.
At its meeting of February 16, 2006, your Committee met with the Director of
Housing and Human Concerns, the Director of Public Works and Environmental
Management, and a Deputy Corporation Counsel.
Your Committee received public testimony from five individuals. Comments on
the policy included requests to change the trigger for residential workforce housing
requirements to changes in zoning, and to allow family subdivisions to be exempted.
Other concerns were that deed restrictions will cause problems in securing and
refinancing loans, that apartments which must stay affordable for the life of the unit will
not be well maintained, and that the County needs to focus on infrastructural
requirements.
Your Committee received the following documents:
1.

Written testimony dated February 16, 2006, from Dean Uchida, Executive
Director, LURF, providing comments to the revised draft residential
workforce housing bill; and

2.

Written testimony dated February 16, 2006, from Grant Chun,
Vice-President, A & B Properties, Inc., providing comments to the revised
draft residential workforce housing bill.

Your Committee convened a panel of bankers and mortgage brokers to discuss the
finance-related items in the revised draft residential workforce housing bill. Panelists
included Barbara Franco, Senior Loan Officer, American Savings Bank; Ray Pascua,
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Assistant Loan Officer, Maui County Employees Federal Credit Union (Credit Union);
and Elena Walker, Mortgage Broker, Trans Pacific Mortgage Group.
All of the panelists stated that they did not see a problem processing loans for the
units required by the revised draft residential workforce housing bill. They also stated
that there are many different types of loans that can be used to help someone buy a house,
and that lenders could make 40-year loans or adjust a down payment to work with
individual buyers. They further stated that the lender could notify the County when a
residential workforce housing unit is being foreclosed upon, if there is a deed restriction,
as currently proposed.
Your Committee asked about deed restrictions and foreclosures, and whether the
language in the revised draft residential workforce housing bill is appropriate. Ms.
Franco stated that the buyback provision could be strengthened to protect the bank from a
loss, but that she was not overly concerned. Mr. Pascua stated that there is no problem
from the Credit Union's standpoint, and that it has previously made loans with 10-year
buyback provisions and shared appreciation. Ms. Walker stated that deed restrictions
could be a problem for some banks, but that the local banks did not have an issue with
them. She further stated that the County should set the resale price for foreclosures so
that the unit remains affordable. Mr. Pascua added that lenders should not have problems
selling property under foreclosure at the County price, if the value of the loan is under
that price.
The panelists further stated that pre-qualifying an applicant for a loan takes very
little time, and that they would also be able to conduct workshops on financing and
eligibility for prospective homeowners.
Your Committee recommended expanding the purpose section of the revised draft
residential workforce housing bill to include more workforce information, expanding the
definitions section to include the recommendations of the Director of Public Works and
Environmental Management, and changing the language in Section 2.96.140 to reflect a
decision to issue a permit instead of the issuance of a permit.
Your Committee discussed agricultural land leases and partItIOning in family
subdivisions. The Deputy Corporation Counsel explained that partitioning is a legal
mechanism where a person or company buys one person's share of a communal property
and forces the subdivision of the property to collect its share. Your Committee also
discussed the percentages that are required for each income group in Sections 2.96.060
and 2.96.070 of the revised draft bill.
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Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated February 22, 2006, the Chair of your Committee
transmitted a further revised draft bill entitled "A BILL FOR AN ORDINANCE
ESTABLISHING A RESIDENTIAL WORKFORCE HOUSING POLICY". The revised
draft bill incorporated revisions recommended by the Committee and revisions proposed
by the Chair of your Committee after considering suggested changes.
By correspondence dated March 1, 2006, the Chair of your Committee
transmitted a document entitled "Residential Workforce Housing Policy - Summary of
Requirements"; and the proposed sales prices, using the formula in the revised draft
residential workforce housing bill.
By correspondence dated March 1, 2006, the Chair of your Committee
transmitted a document entitled "Housing Policies Matrix - March 2, 2006".
At its meeting of March 2, 2006, your Committee met with the Director of
Housing and Human Concerns and a Deputy Corporation Counsel.
Your Committee received public testimony from six individuals. Their comments
included requests to maintain the waitlist by Community Plan area instead of by island, to
make the credits transferable, to keep the policy simple, to focus on infrastructure, to
exempt developers that are already providing more than 30 percent of a project's units as
affordable, and to limit the trigger for workforce housing requirements to changes in
zoning. Testifiers also requested that the three chances afforded an applicant in
qualifying for a unit be permitted in different developments.
Your Committee received the following documents:
1.

Written testimony from Howard Hanzawa, submitting a list of possible
revisions to the revised draft residential workforce housing bill;

2.

Written testimony from Charles Jencks, Owner's Representative,
Honua'ula/Wailea 670 Associates, suggesting limiting the applicability of
the revised draft residential workforce housing bill to residential and hotel
zoned land, and commenting on the in-lieu fee structure; and
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Comments on the revised draft residential workforce housing bill from the
Director of Housing and Human Concerns.

Your Committee recommended changing Section 2.96.030(A) of the revised draft
residential workforce housing bill to delete "condominium". Your Committee also
recommended adding definitions for "undeveloped lot"; "developable lot"; and "multifamily", as that term is defined in Title 18, MCC. Your Committee further recommended
adding to the exemptions section any development that already has over 30 percent of its
units affordable, as well as family subdivisions.
Your Committee considered changing Section 2.96.030(C)(I) to delete the nexus
language, but decided to leave the language intact. The Deputy Corporation Counsel
stated that the language came from the Napa ordinance, which had been challenged and
upheld in court. He also advised that the nexus language is appropriate because it applies
generally and not on a case-by-case basis, and the requirements in the draft revised
residential workforce housing bill are not an impact fee.
Your Committee expressed concerns about land that already has the required
zoning for development, and discussed having the Department of Planning research every
parcel whose zoning is more than 5 years old and rescind it if there are no subdivision or
building permit plans either approved or in the approval process. Your Committee also
expressed concerns about the percentage of units that are available for each income group
and whether the income groups listed in the revised draft residential workforce housing
bill are sufficient. Your Committee discussed changing the definition of "residential
workforce housing" to include a new category for those earning less than 50 percent of
median income. Your Committee also considered making ownership units available to
residents whose income is less than 100 percent of median.
Your Committee discussed the possibility of adding a new section to require that
the workforce housing requirements apply to commercial buildings and addressing the
size of the workforce housing units after the revised draft bill is reviewed by the planning
commISSIons.
The Deputy Corporation Counsel opined that the draft bill, which is not being
incorporated into Chapter 19, MCC, is not a land use ordinance, and therefore, review by
the planning commissions is not legally required. He nonetheless recommended that
your Committee seek the planning commissions' review and comments.
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Your Committee recommended that a resolution be prepared to transmit the draft
bill to the planning commissions for their review and comment.
Your Committee deferred consideration of the matter pending further discussion.
By correspondence dated March 2, 2006, Richard Michaels, Chairman, Maui
Tomorrow, submitted comments on the revised draft residential workforce housing bill.
By correspondence dated March 7, 2006, the Chair of your Committee
transmitted the following:
1.

A further revised draft bill entitled "A BILL FOR AN ORDINANCE
ESTABLISHING A RESIDENTIAL WORKFORCE HOUSING
POLICY". The revised draft bill incorporated revisions recommended by
the Committee and revisions proposed by the Chair of your Committee
after considering suggested changes.

2.

A draft resolution entitled "REFERRING TO THE LANAI, MAUl, AND
MOLOKAI PLANNING COMMISSIONS
A DRAFT BILL
ESTABLISHING A RESIDENTIAL WORKFORCE HOUSING
POLICY". The purpose of the resolution is to refer the draft bill to the
Lanai, Maui, and Molokai Planning Commissions for their review.

By correspondence dated March 7, 2006, the Chair of your Committee
transmitted the draft resolution to the Department of the Corporation Counsel for review
and approval as to form and legality.
By correspondence dated March 8, 2006, the Department of the Corporation
Counsel transmitted a proposed resolution entitled "REFERRING TO THE LANAI,
MAUl, AND MOLOKAI PLANNING COMMISSIONS A DRAFT BILL
ESTABLISHING A RESIDENTIAL WORKFORCE HOUSING POLICY".
At its meeting of March 13, 2006, your Committee met with the Director of
Housing and Human Concerns and a Deputy Corporation Counsel.
Your Committee received public testimony from three individuals in support of
the revised draft residential workforce housing bill. Comments included a concern that
the definition of "resident" does not specify long-term residents; and a need to address
ownership units for residents who earn less than 100 percent of the median income.
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Testifiers also stated that they would consider supporting a proposal requiring that 80
percent of the units in a development be affordable and specifying unit size.
Your Committee received an article entitled "Hotels, local style can't coexist on
North Shore" from the March 12, 2006 issue of the Honolulu Advertiser; and an article
entitled "Proposal would set deadlines for housing action" from the March 3, 2006 issue
of The Maui News, from DeGray Vanderbilt.
Your Committee voted to recommend adoption of the proposed resolution entitled
"REFERRING TO THE LANAI, MAUl, AND MOLOKAI PLANNING
COMMISSIONS A DRAFT BILL ESTABLISHING A RESIDENTIAL WORKFORCE
HOUSING POLICY".
Your Housing and Human Services Committee RECOMMENDS that Resolution
No.
, attached hereto, entitled "REFERRING TO THE LANAI, MAUl, AND
MOLOKAI PLANNING COMMISSIONS A DRAFT BILL ESTABLISHING A
RESIDENTIAL WORKFORCE HOUSING POLICY", be ADOPTED.
Adoption of this report is respectfully requested.
hhs:cr:0604aa:ghr
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