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CHAIR MATEO: ... (gavel) ... Housing and Human Services Committee for June 2nd,
2005, will come to order. The Members present this morning, we have Member
Johnson, Member Hokama, Vice-Chair of the Committee Mr. Pontanilla. Also
present with us this morning is Councilmember Anderson, good morning, and
thank you for joining us. The, uh, we also have from Corporation Counsel Ed
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Kushi, Jr., and the Director of the Department of Housing and Human Services is
Ms. Lee. Good morning.
MS. LEE: Good morning.
CHAIR MATEO: Members, we have two items on the agenda this morning. HHS-3
grant of license to occupy properties to Maui Aikido-Ki in Wailuku, and HHS-6
first-time home buyers' fund. And before we get into those specific items, we do
have an individual signed up to testify this morning and we'd like to ask
Christopher Curtis to come on down and please recognize yourself for the record .
. . . BEGIN PUBLIC TESTIMONY ...
MR. CURTIS: Yeah, good morning, Mr. Chairman and Committee Members. I'm
Christopher Curtis. I'm the instructor at Maui Aikido-Ki down here on South
Market Street. I just wanna give you a quick overview of why we're here and
where we came from.
In 1961 we, uh, moved our first building on this property and, and, and received a
grant for lease from the County, and in 1995 that lease was up and had an
automatic renewal. I came in, we renewed it for 15 years, and then in 1997 we
decided that the old building was ... had to be tom down because it was termite
ridden, and since we were gonna build a new building I came in and ask for an
extension of 25 years which will take our lease up to 2035, which we were
granted, and then I came in for my first permit for the new building, and we
discovered as we were preparing the permit, uh, process with the County that in
fact unbeknownst to us or the County of Maui, the property that we were leasing
was in fact, uh, the building was in fact on three different pieces, parcels. Three
different tax key parcels. And we only have the lease, had a lease for one of
them, the comer parcel. The other two belonged to the State and were executive
ordered over to the use of the County. One of 'em is exclusively on this piece of
property and the other one is part of the Wells Street parcel. So we, uh, to make a
long, long story short, uh, then we began the process of obtaining a licensing
agreement on these two other pieces of the property so we could continue with
our lease so that's where we are. It was an oversight on all of our part at the time
and we're just trying to correct this oversight. Any questions?
CHAIR MATEO: Thank you, Mr. Curtis. Members, any questions for the testifier?
Seeing none, thank you very much.
MR. CURTIS: Thank you.
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HHS-3

GRANT OF LICENSES TO OCCUpy COUNTY PROPERTIES
TO MAUl AIKIDO-KI (WAILUKU) (C.c. No. 05-122)

CHAIR MATEO: Members, at this time I'd like to tum this over to Director Lee, uh,
because she was the one that forwarded the communication to, to the Committee
regarding this particular issue, as well as submitting the resolution authorizing the
granting of the lease. So Ms. Lee if you could provide comment and give us a
little, better understanding of what actually occurred with the parcel.
MS. LEE: Thank you, Mr. Chair. Good morning, Committee Members. I think, urn,
Mr. Paul Horikawa can best explain the details of this particular item. It's a little
different from the routine lease. Our Department, the County Administration
supports the, this resolution. However, it's a little different from the norm. So if,
if we could, Mr. Chair, invite Mr. Horikawa, the representative for the club, down
to the podium.
CHAIR MATEO: Members are there, uh, no objections?
VICE-CHAIR PONTANILLA: No obj ections.
CHAIR MATEO: Good morning, Mr. Horikawa, and please state your name for the
record.
MR. HORlKAWA: Hi, good morning, my name is Paul Horikawa. I'm a Member ofthe
Maui, Maui Aikido-Ki Society and, uh, it has a long history as, as noted by sensei
Curtis, urn, you know the dojo has been at its present location for, for over 40
years and it was rebuilt, but you have a map before you which, which pretty much
outlines where the structure is located on the three parcels of land. And if you
look at it there's a triangular piece, uh ... okay, hold on for a second.
(long pause)
MR. HORIKAWA: There is a triangular piece that is, urn, along Market Street that's
under the words "street" as far as Market Street. That's the triangular piece that's
owned by the County of Maui. The middle piece is owned by the State, but it's,
urn, turned over to the County pursuant to Executive Order 897 and the last piece
is, I don't know if you can see it on your map, but you see the numbers 420, okay,
that is part of Wells Park proper, and so what happened is back in 1990 as, urn,
the Maui Aikido-Ki Society was in the process of rebuilding the dojo, you know,
plans and specifications were prepared and this, this problem arose that the
building was gonna be built on three separate parcels, and because the parcels of
land were owned by the State, the Parks Department went to the land board and
they received approval to issue leases to the Maui Aikido-Ki Society for
Executive Order 897 as well as a portion of Executive Order No.9. But when it
was discovered that Executive Order 9 comprised all of Wells Park, uh, back in
2000 the Parks Department went back and asked that it be replaced by a license,
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and the land board approved that license in March of 2000. And so what
happened after that is I think previously the Council followed . . . well, they
granted similar licenses to other entities in the County of Maui. The Friends of
Mokuula served as the model for which we're proceeding in this case. Pretty
much an executive order under the jurisdiction of the County, and it's being
licensed to third party. So what you have before you today is a, a resolution that's
asking . . . well, requesting authorization for the Mayor to sign off on the two
licenses which would basically allow the, the dojo to remain in its existing
location. We will note that the County did authorize the Society to apply for
variances for this. The State gave a grant to the Society for I believe it was
$350,000. The County Council in your generosity did also provide a grant that
allowed the dojo to be constructed. We would ask that the resolution be approved
and also to approve the grant agreement which went to the Grants Review
Committee I think some time last year which sets nominal rent for the license. I
would like to note that the Maui Aikido-Ki Society is, urn, you know, they're ...
I believe that we have over 200 active members, urn, probably in excess of 500
people who are on our mailing list and who are a part of the Society. So it does
have a tremendous, you know, influence in the community, but it is deserving for
another reason. Sunichi Suzuki has, urn, he was a police officer when he, uh,
when he was introduced to aikido, and as part of his commitment to the
community as well as the Aikido, uh, Maui Aikido-Ki Society's commitment to
the community as well as the contribution to the community, urn, they have taught
every recruit class for the last 50 years? Or, urn, in ...
MR. CURTIS, FROM THE AUDIENCE: Fifty-three classes.
MR. HORIKAWA: Fifty-three classes on self-defense technique as well as other law
enforcement agencies, the community ... I mean the ACO's, DLNR officials, I
mean many people have benefited from what the Maui Aikido-Ki Society has
contributed to the community. They have not asked or, you know, asked for any
type of payment from the Police Department or any other enforcement agency. It
is a contributing member of the community, and we would submit it's a
deserving, urn, the organization and we would ask that, one, that the resolution be
approved and, two, that you also approve the grant agreement.
CHAIR MATEO: Thank you, Mr. Horikawa.
MR. HORIKAWA: Thank you.
CHAIR MATEO: Members, any question for Mr. Horikawa? Thank you very much.
Ms. Lee, would you like to continue with your overview?
MS. LEE: Mr. Chair, I think Mr. Horikawa has explained the unusual details
surrounding this particular item, and again, as he mentioned the dojo has been
located at its present site for the last forty years. Actually I didn't realize how
long ago I attended that dojo, gosh. Okay, urn, but we would, urn, encourage the
Committee to accept and approve the resolution.
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CHAIR MATEO: Thank you. Members, any questions for the Department? Hearing
none, uh, the Chair would recommend the adoption of the resolution entitled
"AUTHORIZING THE GRANT OF LEASE [SIC} TO OCCupy COUNTY
REAL PROPERTIES TO MAUl AIKIDO-KI SOCIETY" and that this
communication be filed.
VICE-CHAIR PONTANILLA: So move.
COUNCILMEMBER JOHNSON: Second.
CHAIR MATEO: It's been moved and seconded, uh ... moved by Mr. Pontanilla,
seconded by Member Johnson. Any discussion? Mr. Pontanilla.
VICE-CHAIR PONTANILLA: Thank you, Chair. You know, as a growing boy, uh,
although I come from Puunene, every time we visit Wailuku, you know, we see
the Wailuku kids in their, urn, doing their activity and aikido, and I can recall
joining the service, uh, you know, when we go to the mainland, you know,
sometimes you get harassed, right? So one of the individuals in our group, uh,
was an aikido student of Mr. Suzuki, and after he did his thing, you know, we
weren't harassed anymore. So I'm glad that Mr. Suzuki, uh, you know, provided
that kind of instill, uh, to the young people ofMaui and I'm happy to support this
approval.
CHAIR MATEO: Thank you, Mr. Pontanilla? Members, any additional comments?
Seeing none. Members, all those in favor signify by saying aye.
VICE-CHAIR PONTANILLA: Aye.
CHAIR MATEO: Opposed? Thank you very much. The resolution will be forwarded to
the Council.

VOTE:

ACTION:

AYES:

Councilmember Hokama, Johnson, Pontanilla
and Chair Mateo.
NOES:
None.
ABSTAIN: None.
None.
ABSENT:
EXC.:
Councilmember Tavares.
ADOPTION OF RESOLUTION AND
FLING
OF
COMMUNICATION

CHAIR MATEO: Before we move on, the Chair would also like to take the opportunity
to recognize in our gallery Olive Silva who has been recognized in an article in
The Maui News awhile ago for being the first woman with over 50 years in
aikido. So Olive ...
(applaud from audience)
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CHAIR MATEO: Thank you. Members we're gonna take a five-minute recess at the
call of the Chair so we may prepare for the next item on our agenda. I'll be
reconvening at 9:25. (gavel)

RECESS:
RECONVENE:

HHS-6

9:18 a.m.
9:25 a.m.

FIRST-TIME HOME BUYERS' FUND (C.c. No. 05-190)

CHAIR MATEO: Meeting of the Housing and Human Services Committee will
reconvene. Members, good morning. Members, we're gonna be moving onto
HHS-6 first-time home buyers fund, and as we all know the Council established a
fund in the Fiscal '06 budget with an appropriation of $400,000. This fund would
be used to assist for down payments and/or closing costs to families from 80 to
100 percent of the median income. The, urn, it's the intent of the Chair this
morning to initiate this discussion to allow for Member Molina, who proposed the
fund program, to walk us through his proposed ordinance that was drafted, his
office drafted and allow this Committee the opportunity to ask questions of the
proposal and alike. We will review the proposal section by section and no
decision making action is expected today. I also would like to recognize for the
record the Chair had inadvertently forgotten to recognize Committee Members
Channaine Tavares who is absent from today's meeting. Also with us this
morning we have from Lokahi Pacific Joanne Ridao the Managing Director, and
the Operations Manager of Lokahi Pacific Kamaile Sombelon. Good morning.
MS. RIDAO: Good morning.
CHAIR MATEO: At this time I perhaps would like to start with Ms. Lee and ask
whether you had the opportunity to review the ordinance and if we could get your
comments on what's being proposed.
MS. LEE: Thank you, Mr. Chair. Yes, I've had time to review the draft ordinance, and
overall we believe this is a good ordinance. We fully support the intent of the
ordinance. We appreciate the Council's initiative in the area of affordable
housing. There are a couple of comments I do have which I, which I did share
with the Councilmember Molina this morning. And he did mention that a lot of
this infonnation that has been presented in the ordinance is for discussion. So on,
let's see ... under 3.30.050 Qualifying Standards for applicants. We would
suggest that you may want to expand the last sentence of . . . under A. These
applicants must provide proof of . . . oh, excuse me, the sentence before pretty
much addresses those who may not be residents of Maui for three consecutive
calendar years, and it points out those who are called to active duty in the military
and those furthering their education. This is very acceptable to us. However, we
thought you may wanna be a little bit more flexible and extend it to those who
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may have gone to the mainland to try to work and then are returning. I don't
know. That's really up to you. These are rather narrow to me, urn, qualifying
standards for applicants. And you possibly could create two tiers. The first tier
would be for those who have lived in Maui County for three consecutive calendar
years and then the second tier might be for those returning. I mean, if we had
extra money I mean don't see why you would not allow those people to, to apply.
And then the others qualifying standards are, are pretty routine standards that we
ordinarily follow.
On Terms of Loans 3.30.060, we have no problem with the term of the loan being
15 years. I was a little confused under B. The Loan shall be bear no interest. ..
and later there is a reference to under C. the last sentence, second half of the last
sentence ... during the term of the loan, the applicant shall repay the full loan
amount, including three percent interest per annum in accordance with the terms
of the loan agreement. I would ask for clarification on that item.
And then on the next Section 3.30.070 Accrued Equity. I would like to caution
the Committee about shared equity. We, we believe that shared equity is
generally applied to heavily subsidized housing. In other words, you know, the
80 percent and below would be good candidates for shared equity. For those
earning up to 120 percent of median income, the County's contribution is only 10,
15,000 and to share 50 percent of their equity is quite substantial. Then too
shared equity also complicates matters with mortgage companies and banks.
They do not want to take a second position to the County or anybody else
especially in the case of a foreclosure these kinds of issues come up all the time.
So I would recommend that if you still believe shared equity or accrued equity is
a feature that should be a part of this ordinance, then perhaps a proportionate
share instead of 50 percent ... let's say their profit is 100,000, I don't believe we
deserve 50,000 because we loaned them 10 you know what I'm saying? So
maybe that could be revisited a little bit or revised if you prefer.
But other than that, Mr. Chair, we appreciate the work that Councilmember
Molina has done on this draft ordinance and his, his staff Gary Saldana and we,
uh, we hope that this can be passed as soon as possible so many families can take
advantage of this very wonderful opportunity. Thank you.
CHAIR MATEO:
Thank you, Member Lee. Members any questions for the
Department? Before we ask Mr. Molina to walk us through the ordinance, the
Chair would like to offer Lokahi Pacific the opportunity to comment on some of
the issues that Director Lee just referenced relative to the accrued equity, and then
after that if you can just comment on the proposal itself.
MS. RIDAO: Okay, on, on the accrued equity issue, I believe Councilman Molina was
trying to discourage people from moving in and selling, and I understand what
Housing Director Lee is saying. It does seem quite unfair for someone who's
getting a $15,000 down payment later on to have to payback ... or not payback
but share more than that 15,000 in their equity. There may be another way that
we could do this, and I don't know if Maile may have something in mind or a
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comment. In general, I think as Alice this is a great ordinance. I think we will be
able to reach a lot more people and, um, you know, in our, with our experience
with the 80 percent and below, they are getting farther and farther away from
being able to actually afford a home on Maui. So moving this opportunity up to
people at the 120 percent level I think we will be able to help a broader group of
people. Do you have any ... Maile doesn't have any comment.
CHAIR MATEO: Thank you very much. The Chair would like to recognize Member
Molina and ask the Member if you can walk us through the ordinance. Good
mornmg.
COUNCILMEMBER MOLINA: Good morning. Thank you very much, Mr. Chairman,
and I thank Director Lee and also Ms. Ridao and Ms. Sombelon for being here
today. And again, the intent was here to just give the ... although I'm not a
member of the Committee, I did wanna give the Committee at least some points
to discuss and maybe use of these components that we have here as I guess a
guideline towards crafting this proposed bill. So I'd be a little bit long-winded,
Mr. Chairman, for, uh, to walk us through this matter. So if you'll bear, you and
the Committee will bear with me.
CHAIR MATEO: We're ready for a long walk.
COUNCILMEMBER MOLINA: Okay, thank you. (laughter) Get on your jogging
shoes here. As you recall, Mr. Chairman, during the Budget session we approved
an appropriation of $400,000 for the establishment of the first-time homebuyers'
fund. The proposed draft bill today is to again as I mentioned earlier to assist the
Committee with establishing guidelines for the first-time homebuyers' program.
The key points of the proposed bill include the following. The first-time
homebuyers' fund is to be established as a revolving fund so recaptured funds can
be used to make more loans available for families in need. The bill authorizes the
Housing Director to administer the program and award a grant to implement the
program, adopt administrative rules and report to the Council on loan activity for
the previous fiscal year. Also included is a proposed residency requirement of
three years and the creation of exemptions for individuals who are away who are
expanding their education or who are participating in military service. And under
the proposed bill the property purchased with the assistance or the help of this
loan shall remain the principal residence for the full term of the loan. And as
mentioned earlier, the loan term is to be set for 15 years. The loan shall be repaid
at 3 percent interest if the following occurs: 1) if the property is sold; 2) if the
property is refinanced prior to the term of the loan; and 3) if the property is no
longer utilized as the principal residence. And finally the proposed bill includes
an accrued equity provision to discourage speculation and immediate resale of the
property. The County will share in the equity if the property is sold prior to the
term of the loan, and here's some numbers for the Committee to consider. I
believe you have it here in the bill, but I'll mention is for the sake of public record
as well. If the property is sold within the first five years the County's equity share
will be 50 percent; if sold between the sixth and tenth years 25 percent; and
between the years 11 and 15 ten percent. Some jurisdictions, one in particular I
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think in San Diego they have a 75 percent equity shared return if properties are
sold before the fifth year of the loan. As we all know the cost of housing has
reached unprecedented heights here in Maui County which has made it even more
difficult for our citizens to afford a home, and especially those who are in critical
profession such as policemen, firemen, teachers, emergency/medical personnel,
and I look at this proposal as it's one small but positive step toward helping stop
the exodus of people out of our County. I think there are many benefits to this
proposed bill and yes, I think the Committee will need to tweak a few things here
and there, but I think one of the benefits include that, uh, the assistance that can
be provided with the down payment will help to lower the monthly mortgage of
those of low and moderate income, and I think a greater range of families can
receive loan assistance. For example, the Federal program that offers assistance
up to the 80 percent group, uh, people making 54,000 plus for a family of four,
combined with this bill, this bill would expand the parameters to those in the 120
percent median group, the group that we so-called the gap group--the police, fire
and everyone else in that group--so they will be afforded an opportunity. And I
think at one of our last budget meetings Ms. Ridao indicated to us that there is a
waiting list of roughly 160 families seeking assistance with a home purchase. The
fund has the potential of becoming self-sustaining and continually expanding
through the recapture of revenue and the accrued equity provision which is being
considered. This provision is currently in use as part of successful first-time
homebuyers' program, programs in places such as San Diego, Alhambra, and
several other cities in California. As, uh, I guess an informational point, nearly
550,000 of the $1.7 million that Lokahi Pacific loans out, the Federal funds, has
been repaid to help other families who need assistance or have been recaptured by
the County to assist with other affordable housing efforts so the 80 percent
program has shown a lot of success. So I think the potential for this program
which goes up to the 120 percent group has the same potential. And I think
probably one of the most, more important benefits is the fact that it would give
many of our young families to own a home and become a part of Maui County. I
look at it as a win-win situation. These families become contributors towards are
real property tax system, as well as the, uh, owning a home and becoming a part
of Maui County over the long term. And, urn, you know, the expanded first-time
homebuyers' program I believe would be the first of its kind in the State because
it would be the only one, as far as we know, that will be utilized County funds. It
brings together components from the Federal program as well as other programs
that I mentioned earlier. So we're not really exactly reinventing the wheel.
We're just sort of blending components from other programs to fit Maui County's
needs. So the Committee now has the opportunity to craft the bill that will help
the housing crisis here in Maui County, and Mr. Chairman, under your leadership
I'm confident that the bill can be crafted that will be very exemplary and
something that maybe other counties can use as a model. And I thank you for
giving me this opportunity and we'll ... I'm glad that you mentioned that no
decision-making will be done today because I think initially the Committee as
well as all of us needs time to I guess digest this fully and make whatever
adjustments necessary so we have something that's done appropriately. Thank
you.
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CHAIR MATEO: Thank you, Mr. Molina, and I appreciate your comments. And also
the Chair really appreciate you providing us with the basis or the starting point to
be able to actually do craft the ordinance so thank you very much. Members, the
floor is now open for questions for Mr. Molina or the Department. Mr.
Pontanilla.
VICE-CHAIR PONTANILLA: Thank you, Chair. First of all, I'd like to acknowledge
my colleague Member Molina for crafting out the bill that is so needed for this
County.
In regards to the ordinance that is, you know, we're looking at this morning, uh,
just a few questions in regards to ... and I wanna direct this to our Corporation
Counsel. On Page 2, uh, 3.30.050 in regards to A., the residency requirements,
uh, can you expound on that if it's, uh, you know, I know that we've had, uh ...
other occasions where we try to impose, you know, residency for any affordable
housing project, and we've met some Federal laws that say we couldn't and can
you expound on this why this is okay.
MR. KUSHI: Yes, Mr. Chair. Member Pontanilla, thank you for the question. Your
memory is better than mine, but we did issue an opinion to your attention as the
Chair of the Housing and Human Services Committee in December of '03
concerning the Puunoa Affordable Housing Project, and in that project they had a
proposed prioritization scheme for their customers, the applicants, and in that
opinion we basically said that, uh, their scheme would not work constitutionally.
Let me first say that their scheme, the proposed prioritization was first preference
West Maui residents who work in West Maui; second one, Maui residents who
work in West Maui; three, long-term West Maui residents, etcetera, etcetera. And
we basically said that may not hold muster if (end of tape) constitutional right
basically to, to rights, right to travel, inter State travel as well as they may involve
a due process problem under the Fourteenth Amendment. In this proposal, and I
did discuss it with Member Molina this morning, the section you cite says that to
qualify for this program you have to be a resident of the County for three
consecutive calendar years from the date you apply. Without any further
clarification of that we will not sign off on that. The case law in this area is clear
in our minds in that although you, you know, your intent is to benefit local
residents, but you cannot discriminate against a citizen who desires to become a
local resident. In the opinion to you we stated that, um, the provision that would
hold up would be what the State, uh, HRS defines as a qualified resident.
Meaning that, one, the person is a citizen of the U.S. or resident alien; is at least
18 years of age; is domiciled in the State; and shall physically reside in the
property, okay. And then we get into a discussion what does domicile mean, you
know, and we basically say, you know, a person can have several residences, but
can only have one domicile. Domicile is based on intent and physical presence.
So I can be a multi-residents. Vegas, I mean Nevada, California, Hawaii, but I
only have one domicile. Anyway, to cut to the chase, we would want to see this
bill clarified to discourage this type of prequalification because we don't feel it
will stand muster based on the use of State action in this case County funds.
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VICE-CHAIR PONTANILLA: Thank you. Thank you, Chair. The other question I had
is in regards to the revolving fund and, you know, the process as far as how is this
thing gonna work when we say that if a resident live ... if a buyer lives in the, if a
buyer utilizing this program lives in the house for 15 years, uh, but actually he
doesn't have to pay back that $15,000. So continue, to continue this revolving
fund, how does that work?
CHAIR MATEO: Ms. Lee.
VICE-CHAIR PONTANILLA: Maybe Director Lee can answer that.
MS. LEE: I would assume that almost all of the, the, urn, the participants in this program
would repay the loan within a very short period of time. Unlike those earning 80
percent of median income, these people are on a level of faster upward mobility
so they get pay raises, you know, they advance themselves and so forth. And in
today's climate they would, it would behoove them to refinance fairly quickly
within a year or so and payback the loan, urn, unlike those in the 80 percent of
medina category they have fewer options so they tend to ... they probably would
stay in their houses for 15 years, yeah.
VICE-CHAIR PONTANILLA: Okay, thank you. Urn ... and the reason why I ask is
that we do have the solar heater program that is also a revolving fund, and the
way I understand it is the people that are participating in the solar water heating
program, urn, they work through Maui Electric where Maui Electric is paid and
continual, to continue the so-called program for Maui County. So thank you for
that information.
CHAIR MATEO: Mr. Pontanilla, Ms. Ridao would like to also contribute to your prior
question regarding the 3 percent.
MS. RlDAO: I just wanted to add to Alice's comments that because of the current nature
where interest rates are very low, at our current program where we're serving
people at 80 percent and below, that is why those numbers that you cited of
recapture monies were so large is that these people got into their homes with our
program realizing that interest rates were so low and working with their lender
found out that, you know what, they could finance, get Lokahi Pacific out of the
picture and out of their hair, and they could do whatever they wanted with their
property, and that is the American dream, you know, to eventually do that.
CHAIR MATEO: Thank you.
VICE-CHAIR PONTANILLA: Thank you. Thank you, Chair.
CHAIR MATEO: Members, any additional questions? Ms. Johnson.
COUNCILMEMBER JOHNSON: I had a couple of questions on the I guess the rental.
Is rental going to be permitted? Like let's say it's your principal residents, but
currently with the housing market being so tight, will rentals be permitted in these
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homes or will that be a prohibition? Because then that basically changes the
property from being your principal residents to more of an income-generating
business. So I don't know if Councilmember Molina has thought about that or if
we wanna address that issue?
COUNCILMEMBER MOLINA: If! may.
CHAIR MATEO: Mr. Molina.
COUNCILMEMBER MOLINA: Yeah, I think it's a good issue that Member Johnson
brings up and to be honest it's something we didn't consider at the time, but if
that's, uh, if the Committee would like to add additional language into the
proposed bill to I guess maybe put whatever restrictions that may be needed I
think that's something that could be considered as well, Mr. Chairman.
COUNCILMEMBER JOHNSON: Mr. Ridao had something.
CHAIR MATEO: Yeah, go ahead.
MS. RIDAO: I just wanted to add that in the current program, the 80 percent program,
urn, that is not allowed.
COUNCILMEMBER JOHNSON: Okay.
MS. RlDAO: And that income would have to be reported to us or to whoever is gonna
be monitoring the program for the County. I would assume that, you know, that
would increase their income and potentially they will be able to payoff and, and
get out of the process. The other comment that I wanted to make is that even if
it's disallowed it's a really hard thing for us to monitor unless we live in that
neighborhood. The way we monitor our program right now is we send a certified
letter yearly, annually to the resident, to the person who purchased that horne at
that address, and if the ... if it comes back unsigned it will trigger us to go there
and check who is living in that horne, yeah.
COUNCILMEMBER JOHNSON: Okay. I appreciate, you know, the comments because
that was one of the questions I had about, you know, things that might be either
added to or we needed to clarify. One of the other things that's not in this and it
may be addressed in administrative rules or, uh, and Ms. Ridao could maybe
answer this for us, what would the cost be or what would the percentage be to
have Lokahi administer the program?
MS. RIDAO: Currently, the way we work with the County is the County through the
HUD horne funds, we are paid based on the closings that we do so we're paid per
closing, and it has worked out to be ... I would suspect between 30 and 40,000 a
year ... about that? Yeah.
COUNCILMEMBER JOHNSON: And that would be for the entire program, Joanne?
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MS. RIDAO: Yeah, we've been, urn, committed to monitoring the program for 15 years
so even, urn, you know, if is say the program went away we would still be
monitoring for 15 years, but it would not take us as much time and work as, as
actually doing a program. Monitoring would be an annual thing only so, yeah.
COUNCILMEMBER JOHNSON:
we're gonna get asked--

Okay.

'Cause I know that's one of the questions

MS. RIDAO: Right.
COUNCILMEMBER JOHNSON: --is how much is this gonna cost us and ...
MS. RIDAO: I would say between 30 and 40,000 of administrative costs.
COUNCILMEMBER JOHNSON: Okay, I really appreciate that 'cause I think that's
more than fair, you know, for this type of program. One of the things that ... and
this could probably be again, Mr. Chair, to Councilmember Molina, one of the
things that we're also trying to achieve is the maintenance of affordability because
even if these people can repay the loans and it's great, what does that do for the
actual affordability? So I would ask if there's any way that as long as the person
remains in the home, that there be a complete deferral of the repayment until a
sale or let's say the person dies and, you know, the property would go to the heirs
and assigned, uh, I would ask that as long as they remain in the home that ...why
repay it? Because that's an incentive for them to remain in the home because then
it keeps that property out of the hands of any potential speculator 'cause once you
go through that first changeover you're right back to what we have right now, uh,
that might be one option. And then I would also look at ... and I don't know if
this is included in here or not because I guess under Section 3.30.060 it says the
loan shall bear no interest with no monthly payments and remuneration shall be
required if the applicant utilizes the property as a principal residence for the entire
term of the loan. My thought would be that there is no such thing as a free lunch,
and if you tum around and even ifit's after the 15 years, you sell that property, to
me at the very least you should have to pay back zero interest is fine, but at least
pay back the principal because you have benefited all those years from the use of
that capital now to give back to somebody who may be in a similar situation that
you were in at least it gives that opportunity. So I would say maybe including
those elements or at least discussing those options to keep both the home in the
affordability range, but also to allow those people who are stakeholders but
maybe, you know, they wanna stay there. Maybe this is the place that they call
home, and if you knew that you didn't have to repay or, you know, maybe even if
you just repaid it as let's say zero interest rate after 15 years, one way or the other
you're getting the benefit of that, but then if you're the kind of person that is a
stakeholder and wants to lay down roots in a community at least you would have
that option. So those would be two things that I would ask at least for
consideration, and if Councilmember Molina has any comments, fine.
CHAIR MATEO: Mr. Molina, would you like to comment?
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COUNCILMEMBER MOLINA: Yeah, uh, thank you, Chairman. By all means, I mean
I'm not a Member of the Committee, but again, you know, the thoughts that I've
thrown out here again is just for, uh, discussion points and anything that the
Committee would like to do to strengthen the bill. I think Member Johnson made
reference to the fact that maybe the possibility of forgiving the loan is ... am I
right in, uh ...
COUNCILMEMBER JOHNSON: Mr. Chair, what 1-COUNCILMEMBER MOLINA: After 15 years.
COUNCILMEMBER JOHNSON: What I would do is instead of forgiving the loan after
15 years, I would say that the person would repay just the principal only not any
interest so they would repay ... but if they stayed in the home ... let's say they
stayed in the home for 25 years, repayment would not be made until either the
person had passed away or the person had sold the home. So that in essence when
there was a transfer of the title of the home to another entity, whether it was
family member or somebody else through a sale, it's only at that point in time that
this would occur. And another reason I guess in my thinking of this is let's say
that, you know, the market isn't really great and, you know, you were in a
situation where you might wanna stay in the house, but let's say the sales were not
moving, or I guess you wanted to move but the sales weren't there, you may
actually look at it as an incentive for the person or an option for the person, look,
you don't have to repay the loan as long as you're staying there, and then they can
pick and choose when they would wanna actually sale, but I still think that there's
no such thing as a free lunch. And so to me there's also, you know, a sense that I
benefited from something I wanna give back and that, that's the whole philosophy
is, you know, lending a helping hand to others. If you benefited from a program
let somebody else benefit in the future. So I'm all for repayment no matter what,
but allow that option to be convenient for the person and not be forced on them so
that they would, you know, have to repay or have to sale their home, you know, it
may be of an inopportune time just to repay the loan.
CHAIR MATEO: Mr. Molina.
COUNCILMEMBER MOLINA: Yeah, thank you, Mr. Chairman. Just to follow-up
Member Johnson's comments. I think that's a good sound philosophy if, if
the ... well, the intent I think of this loan as well as to prevent speculation and
people from turning around and selling their properties if they receive this benefit,
uh, and I think whatever we can do to put proverbial carrot on the stick to have
people I guess go with the full term of the loan and keep their residence, I don't
see anything wrong with that. I think Ms. Ridao made references to the fact that
we would ... this loan would, uh, the intent is to help those in the, in the 120
percent group. They have a higher probability of upward mobility than people in
the 80 percent group so there is a good chance they're gonna wanna I guess for a
lack of better term upgrade themselves and move to a bigger home or . . . so
there's a good chance that a high percentage of the applicants who receive these
loans will be paying back, but at the same time too I think we need to look at
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ways to keep people on their, in their current residence at least to show that
they're making a good faith effort to live here in the County and not just be
temporary residents I guess and move elsewhere and, you know, they get the
benefit, tum around and sale and move elsewhere, or if they do wanna upgrade
themselves that they have the resources to payback the loan, but if it's the intent
of the Committee to not tack in that 3 percent interest and use that as an incentive
then by all means I think it (inaudible) thank you.
CHAIR MATEO: Thank you, Mr. Molina. Mr. Hokama.
COUNCILMEMBER HOKAMA: Chairman, just, uh, some questions. First I must say
that our colleague did present a starting. I know he's very passionate during the
deliberations for the '06 Budget, and so before I start I wanna thank him for this,
uh, initiative on his part. I think it shows that Members of the Council can
provide interesting nontraditional means of trying to approach a very difficult
situation that continually exist in the County, Chairman, whether it was in the
'70s, '80s, '90s, and we have this affordable housing chapter in the Code or ...
now we're in the 2000 ... so thank you, Mr. Molina.
Couple things. One, I think we need a section for penalties because there will be
those who will try and abuse this good intended program, and I do not wish to let
them escape. Two, maybe instead of the accrued equity, and again maybe, you
know, since we have Mr. Young, since I am assuming Finance Department will
have some responsibilities since money is involved, uh, that if the Committee
moves forward a consideration of not having the loan paid back as long as
residency of the initial purchase is maintained, how would we legally be able to
track it upon if we choose upon a transfer of ownership? Should we place a lien
on the property up front so if it is sold it would be noticed that there is a County of
Maui lien on the property automatically and that needs to be clear before a
transfer of ownership can occur. So that's one question, and again, Mr.
Chairman, at the appropriate time either in writing or in verbal response this
morning maybe Mr. Young can give some comment to my question on that.
The second part to you, Mr. Chairman, that I bring up is that I consider this a key
component of the overall affordable housing program for this County. Director
Lee has assisted us by presenting us a updated ordinance proposal for
consideration. However, we still have something on the books under Chapter
2.86. So where does this fit in with this proposal? 'Cause maybe we shouldn't be
looking at accrued equity as some of the concerns have been brought up, but in
the Code we talk about cash equity. And in the Code it's at 7 percent interest if
certain mechanisms are kicked in. So again I don't know what's the magic with
the certain percentage number for interest, but if you look at the cash equity it is
clearly there it says it does not include points, appraisals, loans servicing fees,
other financial costs, __ of the term mean the appreciated value of the dwelling.
The key was to recapture the initial amount and an reasonable annual, and at that
point in time the Council felt was 7 percent, okay. On Lanai I can tell you the
program works, but it's not under the County in general. It was between the
Union and the employer for employee housing.
I recalled Halalakoa(?)
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Subdivision phases. I believe that what we heard from Lokahi Pacific Ms. Ridao
is accurate. If you have an opportunity you want institutions or people that has a
burden on you would want your cash flow off your back. So if you have a 15
percent and even if you just wait one year, more than likely what you're gonna
write off in your interest on your taxes would be ... I don't know ... maybe 5,
$8,000 or in couple years you could write off or payoff your $15,000 loan to the
County. So I think that makes lot of sense for those that have that opportunity for
increased mobility or upward levels of financial means. But I would ask that,
Chairman, you know, if we were ... this will be just a component of the overall
affordable housing picture 'cause I don't want us to get too focused and then we
forgot the bigger picture 'cause there's other ways we can also help our
community out. So I would ask you to think about a response to that, please.
My other question is maybe for Mr. Kushi at this time on Page 2 under .050 under
standards, Mr. Kushi, E.4. One of the qualifying standards would be that, uh,
eligible properties would be homestead leasehold property under the jurisdiction
of the Department of Hawaiian Home Lands. Either you or Mr.... is there
programs already established specifically for a Native Hawaiian community of 50
percent quantum that can access special funds to take care of these type of
considerations or is there none that is available? Or maybe Mr ... Ms. Lee can
answer.
MS. LEE: Councilmember, there are programs, but unfortunately not enough. So if, if it
were legal to do this I would suggest we do because the more people we get in
homes, you know, the better it is, the better the impact on housing.
COUNCILMEMBER HOKAMA: Oh, I agree. I agree with you. I agree with you. And
I'm just asking, yeah-MS. RIDAO: Yeah, yeah.
COUNCILMEMBER HOKAMA: --what is the status for our Native Hawaiian?
MS. RIDAO: I think Hawaii Community Assets does have a fund, but it's not a very
large fund. And as you know, Hawaiian Homelands are starting to open up and
people are having the opportunity to now get into homes on Hawaiian
Homelands. For our program, we recently, uh, did a Memorandum of
Understanding between ourselves and Hawaiian Homelands and the County.
COUNCILMEMBER HOKAMA: Okay, thank you for that question.
CHAIR MATEO: Mr. Kushi.
MR. KUSHI: Member Hokama.
COUNCILMEMBER HOKAMA: Yes.
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MR. KUSHI: For your information also, I believe Joanne Ridao is correct and I looked at
that memorandum, and the good part about that memorandum is that the
Department of Hawaiian Homelands guarantees the payment.
MS. RIDAO: Correct.
MR. KUSHI: So ...
COUNCILMEMBER HOKAMA: And, again, I just bring that up because on Lanai
we're opening up Phase I of our Hawaiian Homelands Program, and one of the
intents of Castle & Cooke when it, uh ... donated the land was that it was geared
to assist of course our Native Hawaiian Community on Lanai first.
MS. RIDAO: Correct.
COUNCILMEMBER HOKAMA: And of course for various reasons, mostly income, a
lot of our families on Lanai may fall through the crack and not be able to or just
slightly miss that quantum requirement. And so I'd asked the company if they
would consider working with Hawaiian Homes because it is from the company's
dedication. Would we be able to consider working with OHA? 'Cause OHA can
go down to 25 percent is that correct? And that way I can be able to help us,
especially for Lanai, more families with Native Hawaiian blood because we've
now increased the pool, the qualification pool of our families.
MS. RIDAO: That's a great idea.
COUNCILMEMBER HOKAMA: Yeah. And I say that because I'm getting comments
already from our Hawaiian community on Lanai, that here we go ahead, what was
intended for us and we've waited and Lanai never did have Hawaiian Homes-MS. RIDAO: Yeah.
COUNCILMEMBER HOKAMA: --since Prince Kuhio started this many, many years
ago, and now here once more we're gonna lose this, and although it's for the
Native Hawaiian, it's gonna be Native Hawaiians of not Lanaian residency. And
it comes up in no matter where if you talk about Kula, or we talk about Molokai,
or we talk about Lanai. So I just share that if we maybe number four would be
able to expand it to maybe jurisdictions that could encompass maybe OHA
standards for 25 percent. I know that will not qualify them for the guarantee loans
that Hawaiian Homes provides for their eligibility list, but as Ms. Lee says, the
more we can expand it for more qualified residents of this community I think is of
benefit, Mr. Chairman. So I would ask if we could maybe follow through, and if
it cannot happen, uh, we can go back and at least I can go back to Lanai and says
we looked at it. We tried, we looked at it, and for whatever legal reasons or not,
well, we were unable to expand it. So that's another question that I bring up.
CHAIR MATEO: Member Hokama.
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COUNCILMEMBER HOKAMA: Yes.
CHAIR MATEO: Just to add what you just discussed with Hawaiian Homes, about a
month ago Ms. Lee and I were both at a meeting with the various Hawaiian
organizations, and one of the discussion, uh, topics was exactly what you're
talking about where DHHL would lease their land to OHA and they'd be able to
service a greater clientele because of the quantum requirements, and that was part
of a discussion that was ongoing. And this organization was really committed to
moving forward with that because as you're aware Department of Hawaiian
Homes is in the process of planning their rather large development projects. So
your concern very well appreciated, and we will follow-up with those entities so
we can get better clarification of it, but movement was in that specific direction so
thank you.
COUNCILMEMBER HOKAMA: Okay. Maybe I can ask my colleague, uh ... under,
under his, uh ... initial, you know, sections ... the way, the way you've written,
proposed Mr. Molina is that this will be administered through a County
department. So is it possible maybe under some administration of the County
agency 'cause I think it's proper 'cause we're using County funds, but to have a
non-County recognized agency to do the actual program itself, rather it be Lokahi
Pacific, MEO, Molina's Enterprises, or whoever it be, uh, is that opportunities for
us to look at maybe some other entities who specialist in just running this type of
programs because Ms. Lee is in charge of the total big picture County
requirements, and so I just ask that if this is something that has been ... if he's
aware ifit's been somewhere else or is it something is another option for, for us to
consider?
CHAIR MATEO: Mr. Molina can comment followed by Ms. Lee.
COUNCILMEMBER MOLINA: Sure. Yeah, thank you, Chairman. I guess we have to
consider all, all options. I mean if that's, if it works better using a non-County
agency as the administers of the program then so be it, but I guess we had
considered the options that were considered were sort of based on what was being
used in other jurisdictions. So again, this is something ... I think we got to look
all options, whatever is available, and if it's more comfortable for the Committee
to look elsewhere to have a non-County agency do it, then by all means it's pretty
much gonna be up to us, the Committee to decide whether that's the ... which is
the better route, but I think maybe Director Lee could add some additional ...
CHAIR MATEO: Thank you, Mr. Molina. Ms. Lee.
MS. LEE: Mr. Chair, this, this particular idea has undergone several drafts. So on Page
1 under Section 3 item B. The Director shall administer the fund and may award
a grant for the implementation and administration of the first-time homebuyers'
program. So Mr. Molina, you already provided for that, yep.
COUNCILMEMBER HOKAMA: Okay. Thanks, thank you for that Director Lee. And,
again, I think this is a great option because the existing, our current law 2.86 has
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the Director of Public Works in charge of how affordable housing review
committee which Human Concerns is a part of, Managing Director is a part of,
and how often has this committee has met since 1990 in the ... the enactment of
this chapter I have no idea. But maybe ... and again, you know, our departments
have many, many responsibilities either by Charter or by law or by administrative
policies (end of tape) maybe it's time we look at having specific define focus
entities in charge of certain requirements to make sure that the implementation is
done as best as possible because I would not like to see this initiative fail in any
manner. I think this is a great idea. Those of us that busted our butts to be blunt
about it and did the old way and waited many years, I consider myself a
nontraditional homebuyer 'cause I waited half a century, uh, you know, I think
this type of things provides our younger families a good leg up, but I'm in no way
gonna support a handout, okay, because prior to ownership we all know versus
rental and whatnot it makes a big difference. How you maintain property, how
you care for property, and just your general outlook when it's yours and not
somebody else's. So I think we got a good start, Chairman, and I thank you for
my opportunity to present some questions.
CHAIR MATEO: Thank you, Mr. Hokama. Ms. Anderson.
COUNCILMEMBER ANDERSON: Thank you, Mr. Chairman. Thank you for allowing
me to participate in this Committee of which I am not a Member. I have some
questions about just getting some solid numbers. First of all, the program that is
administered, the first-time homebuyers assistance program that is administered
by Lokahi Pacific is the program that is funded by HUD and, and you follow the
HUD guidelines for that program is that correct-MS. RIDAO: Correct.
COUNCILMEMBER ANDERSON: --Ms. Ridao?
MS. RIDAO: We have a set of guidelines that have been approved by HUD, correct.
COUNCILMEMBER ANDERSON: And are they standard guidelines that HUD, HUD
puts forward on this program ... have you tweaked them for Maui in any way?
CHAIR MATEO: Ms. Ridao.
MS. RIDAO: Urn ...we follow the standard HUD guidelines and then we put together
a ... I don't know if you got this, urn, the Lokahi Pacific Program is based on
those HUD guidelines.
COUNCILMEMBER ANDERSON: I think we've got it. I can't see-MS. RIDAO: Okay.
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COUNCILMEMBER ANDERSON: --from here what you're holding up, but yeah, we
were given the First Time Homebuyers Assistance Program Guideline for Lokahi
Pacific.
MS. RIDAO: Okay, that would be it then.
COUNCILMEMBER ANDERSON: Okay, and I noticed in here in this program, and
this program is administered for people who make 80 percent and less of ...
MS. RIDAO: Median.
COUNCILMEMBER ANDERSON:
guidelines.

. . . the median mcome according to HUD's

MS. RIDAO: Correct.
COUNCILMEMBER ANDERSON: Now, urn ... the guidelines that are being used or
proposed for being used in this new County program are, urn ... well, it's
characterized as household income shall be 120 percent or less of the County
median annual income as reported by the U.S. Census. So, Mr. Chair, I'd like to
know the difference between what those income guidelines are as provided by the
U.S. Census as opposed to the guidelines that are set forward by HUD-CHAIR MATEO: Ms. Lee-COUNCILMEMBER ANDERSON: --because I think that makes a big different in that.
CHAIR MATEO: Ms. Lee, would you have those numbers?
MS. LEE: No. I don't have those numbers, but usually the numbers are a little lower
than the HUD guidelines. However, one of the benefits of using the HUD
guidelines is we adjust for Lanai, Molokai and Hana. We adjust the HUD
guidelines for the different regions within the County, and if you use the U.S.
Census for the County of Maui, then that's just one, one figure we'd be dealing
with.
COUNCILMEMBER ANDERSON: And the adjustments that you make for Molokai,
Lanai and Hana are those adjustments approved by HUD? Do they go through a
review or a approval by HUD?
MS. LEE: Yes, it's reviewed by HUD, yeah.
COUNCILMEMBER ANDERSON: Mr. Chair, could we request, urn ... a copy of
those guidelines for both the HUD standards and also the standards used by the
U.S. Census, and the guidelines of course would be for from single-family all the
way up to wherever they cut it off. Family of six I think it is. And, urn, then also
The
the corresponding eligibility . . . let's see how do I put this?
corresponding ... in other words if you qualify for family of four under HUD
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guidelines at 80 percent, I'd like to be able to compare that to what the 80 percent
is according to the U.S. Census that we'll be using on this program, and then what
that percent affords you in the market place as far as a house. I think we need to
look at actual ground numbers so that we can get an idea of how this is gonna
work not just in philosophy but in actuality. So if an 80 percent income for a
family of four affords you $325,000 home according to HUD, what would it
afford you according to the U.S. Census guidelines that are being used? I think
that would be very helpful because it's ... I know people are saying that this is
geared towards "the gap, gap group" that make 120 percent of the annual income
or, uh, the median income, but the ordinance actually reads 120 percent or less,
and so that would allow people who make 80 percent ... 50 percent of the median
income to qualify for this program and I think we need to keep that in mind
because as Ms. Ridao told us they have a waiting list for the HUD program which
focuses on 80 percent median income people. I mean you can't qualify if you
make over 80 percent, uh, in the HUD program, and they have a waiting list of
160 families so it's very likely that many of the people who will be asking for
assistance under this County program will be making 80 percent or less of the
median income, and I think we need to make sure that we gear it for those people
not just for the 120 percent-CHAIR MATEO: Yeah.
COUNCILMEMBER ANDERSON: --median income folks.
CHAIR MATEO: Yeah, the ordinance ... the proposed ordinance identifies 120 or less-

COUNCILMEMBER ANDERSON: Exactly.
CHAIR MATEO: --so it's not specifically geared to just-COUNCILMEMBER ANDERSON: Right.
CHAIR MATEO: --the upper, the higher-COUNCILMEMBER ANDERSON: So we need to make sure that, you know, unless
we, you know, qualify that in some way and, and then again, I mean, how are you
gonna ... it's very likely we're gonna have more people requesting assistance
than there's monies to gave aid to. So how do you prioritize who gets the first
shot? The people who make 80 percent or less? Or the people who make 80
percent or more up to 120? So, Mr. Chairman, I would, it would be very helpful
for me in my decision making and also in helping to formulate this ordinance that
we have those actual numbers in front of us, urn, because it's very likely, I don't
know what the intent is, but I would assume because Lokahi Pacific is already
setup for this that they'll also be administering this County program so we have to
make sure that the two programs don't compete against each other and they
actually cooperate with each other so that we don't put Lokahi Pacific in a, you
know, on a rock in a hard spot in trying to determine which program is gonna be
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used for who? So, um ... those are my concerns right now and, um ... I also
would like, if possible, if Lokahi Pacific could provide us with a copy of their first
time homebuyer agreement, the agreement that is executed between the borrower,
the County, and Lokahi Pacific for their programs. I think that would help us in
determining parameters for our program. Would that be possible?
MS. RIDAO: Sure.
COUNCILMEMBER ANDERSON: Thank you very much.
CHAIR MATEO: Ms. Lee.
MS. LEE: Mr. Chair, in answer to the Council member's question on in ... , for
information 1..., we'd be happy and I probably get something in writing from
your Committee, to provide information on, on HUD guidelines and, urn . . . a
breakdown on this year's HUD established median income for the various regions
and even the matrix that goes along with, with those numbers, but we have no
numbers on the U.S. Census. We don't keep those numbers so, you know, one
half of that request we could provide information for the other half we couldn't.
CHAIR MATEO: Ms. Anderson.
COUNCILMEMBER ANDERSON: Well, there's no numbers as reported by the U.S.
Census. I mean we have to have some basis because that's the basis in this
ordinance--County median annual income as reported by the U.S. Census.
MS. LEE: This is not our bill. This is the Council's bill. Yeah.
COUNCILMEMBER ANDERSON: Well, somebody should be able to provide that
information for us, Mr. Chairman.
CHAIR MATEO: Thank you.
COUNCILMEMBER ANDERSON: Thank you.
CHAIR MATEO: Thank you. Mr. Molina.
COUNCILMEMBER MOLINA: Yeah, Mr. Chairman, we'll try and provide Member
Anderson ... do our part to try and get you some of that information as well.
CHAIR MATEO: Thank you. Yeah, the ordinance was designed by Mr. Molina and his
staff so he'll follow-up with us. Right, Mr. Molina?
COUNCILMEMBER MOLINA: Yes.
CHAIR MATEO: Thank you very much. Members, any ... Mr. Pontanilla.
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VICE-CHAIR PONTANILLA: Yeah, a question for Director Lee, uh, what's the
difference in numbers regarding the County guidelines as compared to the HUD
guidelines in regards to median income?
MS. LEE: We use HUD guidelines.
VICE-CHAIR PONTANILLA: So you don't create your own County guidelines?
MS. LEE: No, we don't. We make adjustments on the rural areas for the rural areas, but
no, we don't. We follow HUD guidelines.
VICE-CHAIR PONTANILLA: So when we say the County guidelines basically it's the
HUD guidelines-MS. LEE: Yes.
VICE-CHAIR PONTANILLA: --except for rural.
MS. LEE: Yes.
VICE-CHAIR PONTANILLA: Okay, thank you.
CHAIR MATEO: Members, any additional questions? Mr. Molina, uh ... excuse me,
Mr. Hokama.
COUNCILMEMBER HOKAMA: I don't know if Ms. Lee has, uh, had a chance, but
Mr. Molina sent us a May 20th transmittal where he lists the 2005 HUD median
income which goes from one person to eight persons. He has it under Exhibit A.
Has your Department already made County adjustments for the regions you've
mentioned earlier, Director Lee.
MS. LEE: Council member, we probably provided Mr. Molina with that information.
COUNCILMEMBER HOKAMA: Okay, okay. Great, great. Okay, so when it says
Maui, it, as it reflects to the whole community of Maui in general.
MS. LEE: Maui island.
COUNCILMEMBER HOKAMA: Maui island only. Thank you. Thank you. So one
question then, Chairman.
CHAIR MATEO: Mr. Hokama.
COUNCILMEMBER HOKAMA: I guess is there a way we can make fine tuning
adjustments so that we can take into account what the Department's already
recognize as differences within the County for Molokai island, Lanai island, uh,
with the use of this fund?
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CHAIR MATEO: Well, Ms. Lee, I guess because you ... the Department is already
recognizing those specific areas and do make I guess exemptions for them, Ms.
Lee would you be able to respond to Mr. Hokama's question?
MS. LEE: Mr. Hokama, we would be happy to use the HUD guidelines if you want to.
COUNCILMEMBER HOKAMA: No, I'm trying to find a way to use your numbers,
your adjusted numbers that takes into account unique factors of the, you know, as
we're talking about regional factors in adjust .. ",
MS. LEE: Well-COUNCILMEMBER HOKAMA: Because again, you know, obviously for Lanai there's
a lot of more interest in homebuyer ... first time homeownership so that's
moving forward I can share with my colleagues.
MS. LEE: Mr. Hokama, all we have to do would be to use the language, use the words
HUD guidelines as established or utilized by the Department of Housing and
Human Concerns.
COUNCILMEMBER HOKAMA: Okay, thank you. Thank you, Chairman.
CHAIR MATEO: Thank you, Mr. Hokama. Ms. Johnson.
COUNCILMEMBER JOHNSON: This would be a question. I don't know if Ms. Lee
knows the answer, but when the guidelines were developed in accordance with I
guess whatever the bureau is that gathers the information for knowing income, do
they take into consideration people 'cause I mean South and West Maui have
probably more millionaires than any place in the County may ... I don't know
about Lanai, but because most of the people are, you know, in that income bracket
now does that distort those figures or do they throw out the highest figures
and ... you know I just not sure how they calculate this.
MS. LEE: The way they calculate is based initially on the last census on the last and then
HUD has a formula whereby they adjust income internally and they release those
figures to every municipality. They use a median income as opposed to an
average Income.
COUNCILMEMBER JOHNSON: Okay.
MS. LEE: So you take all the incomes listed and whatever it falls in the middle is the
median income as opposed to adding them all up and then dividing by the total
number of, of people. So median is a fairer reflection as opposed to average of
the true, you know, median income for Maui County.
COUNCILMEMBER JOHNSON: 'Cause I know sometimes we have criticism in the
real estate I guess when they report this is the median price for home sales too.
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MS. LEE: A lot of times they, it's really the average. You know they ... if you, you
have, in order to provide a correct picture you can include the high, the high end
homes, those sales with the, you know, with the ... the regular three-bedroom,
two-bath house in Central Maui that's, that's not really the same kind of
companson.
COUNCILMEMBER JOHNSON: And I guess the reason I'm asking the question is
because so many times when you have more affluent people moving into a
community my concern is that for the real world is that really the income that
people are making in West Maui or South Maui or Hana. Because when I look at
what their real income is, many times you know what some people earn you know
in our community, uh ... and I don't even know if they even include retirement
income, you know, and that type of thing, or if it's just actually earnings from
occupations that occur within that community. My biggest concern is, is the
figure that we're getting representative of the actual income within those
communities.
MS. LEE: We find that, urn, the HUD established income seems to be a bit higher than
what we believe is the actual. Right now the ... but I don't believe it's that far
off because we've at one time before the last census was taken we created two
sets of guidelines, a County one pending the last census. We used the HOD
guidelines and a County created one based on information we received in a
housing survey, and really the two weren't that far apart, but would nevertheless
we use two for, for a short while until the last U.S. Census and then we decided
to, uh, we may as well stay with the HUD guidelines this is close enough. It's a
little higher, but it's close enough. This year the HUD guideline at 100 percent of
median income is 62,350 which is really not, urn, we believe outlandish or
extreme because if you have two people the average, you know, household has
two people and one's making 30,000 and the other one's making about close to
40,35,000, -40 you know the average household. So 62,350 is not too we believe
umealistic so that's 100 percent of median income. What you're talking about is
120 percent of median income which is a little higher, maybe $75,000 and then,
and below.
COUNCILMEMBER JOHNSON: Okay, I appreciate that. And with regard to the
question that Councilmember Anderson asked, is there any way that we might
consider putting, you know, let's say because of we're trying to reach the gap
group say taking it between 80 and 120 and just leaving it at that and, you know,
instead of saying 120 or less because I don't know how many people would
qualify I guess in the lower bracket, or are there other programs that, you know,
this would I guess really aug ... , you know augment or supplement if we just, you
know, took that requirement away and made it 120 percent or less. I'm not sure.
So if we're trying to reach the gap group, should we put gap figures in there and I
guess Ms. Lee has an answer to that.
CHAIR MATEO: Ms. Lee.
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MS. LEE: Chair, Council member, I believe what ... and I'm sure Mr. Molina can speak
on his own behalf, but if we had a choice we probably as a Department would
prefer the up to 100 percent or 120 percent ... excuse me, 120 percent and below
or less because it gives you way more flexibility in case somebody who's earning
79 percent of median income comes along, you know, and there is extra money,
there is enough money to go around in the fund, uh, I don't think you wanna
exclude those, those ... anybody really, yeah.
COUNCILMEMBER JOHNSON: And that, that was my whole purpose in just asking so
I think you answered the question that you wanna provide maximum flexibility
so, you know, if these other people can get conventional loans or zero interest
loan 'cause I know ... I don't know how the market is right now, but I know that
some people on the, um, VA loans they're getting assistance through those means,
they're getting, you know, other very attractive, uh, low down payment.
MS. LEE: Well, most banks offer very, very attractive programs nowadays where, you
know, really you don't have to pay 20 percent down some ... many times it's 10
percent, many times it's 5 percent, and in some cases FHA loans can be 3 percent
and a few cases, depending upon your credit, it can be 100 percent. So we see
this as often times the gap group just needs a little bit more for closing cost and so
forth to, to get that loan. What happens with the, we find with gap group families
and applicant is that they have enough income to repay the loan but they don't
have enough down, you know, that, that final 10,000 or that final 15,000 that's
what they're missing, and unless you have parents who can provide you with that
you're not ... you're just gonna be missing the loan, you know, missing your
opportunity each time, but gap group people generally have the income, the
repayment power. They just don't have the assets and the down and, and it's
really not only down, it's closing costs because the bank see those two as different
expenses so you'd wanna have language that covers down payment or closing
cost. So the language that's in here right now is great. It doesn't specify what it's
for, you know, and I compliment Councilmember Molina for keeping it like that.
CHAIR MATEO: Thank you, Ms. Lee. Mr. Molina.
COUNCILMEMBER MOLINA: Uh, yeah, thank you very much, Mr. Chairman. I just
wanted some additional clarification maybe from Ms. Ridao. With those 160
families that you mentioned to us that are on the waiting list these are the people
that are in that 80 percent and below group am I correct?
CHAIR MATEO: Ms. Ridao.
MS. RIDAO: Correct. And I need to, um ... tell you that these people have not been
certified yet, okay. They've provided us an application and our process is that we
go and we certify their income to make sure that they qualify so, you know, some
of 'em may be lower than 80 percent and some of them may be higher than 80
percent.
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COUNCILMEMBER MOLINA: Do you have any idea at this time how many, as far as
from what you know, the people in the gap group how many families may be out
there eligible?
MS. RIDAO: Oh, gosh, no. I would suspect though as soon as this, your program is
finalized and announced we will probably receive a rash of calls. We get at least
one or two calls on first-time homebuyers everyday.
COUNCILMEMBER MOLINA: I see. Okay, thank you.
CHAIR MATEO: Well, Ms ... , well, maybe if I can Ms. Ridao to continue on, Lokahi
Pacific would it be, because if there's different standards we're looking at for
example census versus HUD standards, yeah, would that create any kind of
administrative problem with Lokahi in terms of qualifying and processing the
applicants?
MS. RIDAO: Well, definitely I would like to be working from one standard for both
programs. And you know what? I have in front of me I think, urn ... Alice said
that the HUD criteria was 62,350 for median and the census median is 64,200 so
it's not a big gap. That's not a big amount.
CHAIR MATEO: Okay, thank you. And then another question for Ms. Lee. I guess
we've heard from Lokahi Pacific that their administrative cost to run their
program is 30 to 40,000, yeah. If the Department was to consider running this
particular program, what kind of resources would your Department need in terms
of running the administrative program?
MS. LEE: Probably another person next year.
CHAIR MATEO: Okay, thank you. Members any additional ... Ms. Anderson.
COUNCILMEMBER ANDERSON: Thank you, Mr. Chairman. I'm wondering if, urn,
Ms. Ridao could tell us how much funding you get from HUD for this first-time
homebuyers program annually. How much do you let out annually.
CHAIR MATEO: Ms. Ridao.
MS. RIDAO: Maybe Maile would be better to answer that question since she does the
daily work.
CHAIR MATEO: Ms. Sombelon.
MS. SOMBELON: Thank you. It all depends. Right now because there's nothing
affordable, the program that we administer has a cap on the purchase price of
$289,750 so that's why we have such a huge wait list along with ... the majority
of those applicants are also Hawaiian Home Lands applicants and we only, urn, I
guess the memorandum of understanding was just recently executed, urn, but
normally, you know, we try and get it out to the community as soon as we can but
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right now it's hard because there's nothing that's in that price range aside from
condos and ...
COUNCILMEMBER ANDERSON: And so how much then is provided to you for that
purpose for the first time homebuyers program annually from HOD?
MS. SOMBELON: There's not a set amount. Our next allocation is at 100,000. In the
past we've had 250,000.
COUNCILMEMBER ANDERSON: Annually?
MS. SOMBELON: Annually.
COUNCILMEMBER ANDERSON: And so it's going down? HOD is ... can you
explain how the funds are distributed?
MS. RIDAO: Actually the funding comes from HOD to the County of Maui as home
funds and so, urn ... yeah, in the past it varies as far as I guess what the County
receives so we have had maybe a year of $300,000 grant; a $220,000 grant; a
$100,000. So it's not been a consistent amount every year.
COUNCILMEMBER ANDERSON: Does the County have flexibility on how much they
give you from that funding that comes from HOD? Or is it, is the money
transferred to the County specific to the first-time homebuyers-MS. RIDAO: I don't believe it is. As long as the County uses the home funds within the
home guidelines of which first-time homebuyers is an approved program.
COUNCILMEMBER ANDERSON: And there are other programs within that.
MS. RIDAO: It can be used for, yes.
COUNCILMEMBER ANDERSON: So the County can determine how much money
goes to the first-time homebuyers program?
MS. RIDAO: I believe that's correct, is that right? No, I don't know.
CHAIR MATEO: Ms. Lee.
MS. LEE: Okay, besides HOD we also have to go through HCDCH. HOD gives the
money to HCDCH, the State, who then gives it to us. If the State has problems or
questions or issues, then we are restricted by whatever their restrictions are and,
urn, so that's why we have like a double layer of bureaucracy that we have to deal
with. And if the State has issues we have to stop and we follow whatever they
want us to do.
COUNCILMEMBER ANDERSON: So HCDCH tells the County how much of this
HOD monies goes for first-time buyer program in Maui County?
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MS. LEE: Not initially, but when they start doing their monitoring and their evaluations,
that's when they can put the clamp down on whether money will continue to go
out for this, that purpose or we have to stop for whatever reason they tell us to
stop. So right now we have this ongoing, ongoing issues with them and that's
why monies for the grant for the first-time homebuyers program is right now, urn,
on hold.
COUNCILMEMBER ANDERSON:
ongoing issues are?

Could you elucidate somewhat on what those

MS. LEE: Well, until final evaluations and monitoring and answers, questions are
answered, uh, there's a whole list of, laundry list of things that they need us to do
with Lokahi. Until that's completed we cannot continue to grant them money as
we have in the past that's about all I can tell you.
COUNCILMEMBER ANDERSON: I think it would be helpful, Mr. Chairman, if we
knew what those issues were. If you could get us ... I mean they must have sent
you a letter outlining what their concerns are.
MS. LEE: Well, one of the issues has to do with recapture funds, and the home program
is, is a fairly . . . compared with the other Section 8, etcetera, is a fairly new
program within the last ten years in Maui County, and now we have concerns,
they have concerns with recapture funds. They ... the monies that are recaptured
by Lokahi Pacific we thought, we thought, they thought they could just re-Iend
out for the first-time homebuyers program (end of tape) their administrative
expenses, well, it seems like we can't. They're not allowed, we really didn't
know that, and Lokahi didn't know that, that's one big stumbling block right now
that issue. So, you know, it's, it's very difficult to deal with the HUD program, I
mean the home program because you're dealing with two very thick layers of
bureaucracy and one day I hope to give this all over to CDBG office. It's really
not worth, honestly it's not worth the trouble.
COUNCILMEMBER ANDERSON: Well, there's a big difference between $300,000
and $100,000 and, urn, I think it would helpful for us in formulating our own
program to know what the concerns are that RCDCR has with the current
program administered by Lokahi. If you could provide us with a copy of their
letter of concerns that would be very helpful.
MS. LEE: Sure.
CRAIR MATEO: Thank-COUNCILMEMBER ANDERSON: And I also would like to note, Mr. Chairman, that,
urn, you know, in the past the RUD funding that came to the State to RCDCR
there are various revolving fund programs that are suppose to be used specifically
for housing assistance in various ways, and in the past the State Legislature has
taken these funds and put them in the general fund and, urn, I know that this
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year's State Legislature made an attempt to stop raiding the housing assistance
revolving funds, and I'm not sure ... are you aware, is anyone aware of what the
outcome of that legislation was? I know that it was a big deal because in the past,
as I was researching this issue for Mr. Nishiki, I found millions and millions and
millions of dollars that went from HCDCH revolving funds to the general fund
which I think is one of the reasons we have a crisis today. So maybe someone
knows if they put a cork in that this year that would be wonderful.
CHAIR MATEO: Thank you, Ms. Johnson. Ms. Hokama would you be aware?
COUNCILMEMBER HOKAMA: No, I'm not aware of what happened regarding that
specific area.
CHAIR MATEO: Thank you.
COUNCILMEMBER HOKAMA: You know, Chairman, if I think Ms. Anderson can
write the appropriate letter ...
CHAIR MATEO: Yes.
COUNCILMEMBER HOKAMA: ... for some response.
CHAIR MATEO: Thank you, Mr. Hokama. Yeah, thank you, thank you, Ms. John ... ,
Ms. Anderson. Any additional questions, Members? Mr. Hokama.
COUNCILMEMBER HOKAMA: Chairman, just one. I don't know if Mr. Molina or
maybe Mr. Kushi as our, as one of our attorneys this morning, I find under .050
letter C, I understand Mr. Molina's intent. I believe it to be worthy, but how
enforceable or how would we verify I would say is the right word regarding
previously percentage ownership, uh, you know we're talking about property
regimes kind of things or hui investment, investment hui' s as we see in Hawaii,
uh ... I don't know how we would put the bite as I would say this morning to
enforce this thing, or how would we verify that I had 51 percent three years ago or
ownership. Is there a way that someone else is doing it and can verify that kind of
information?
CHAIR MATEO: Ms. Lee.
MS. LEE: I'm sorry. Could you repeat the question.
COUNCILMEMBER HOKAMA: Is there a way for, to verify this type of, one of the
standards that we're considering that 51 percent ownership on prior to three
years? I don't know if it's Finance Department, uh ... I don't know if Director
Young under Finance has a list of percentage ownerships on the property regimes,
uh, 'cause I know you only file with land court not necessarily with real property
tax division, Mr. Chairman.

HHS 06102/05

Page 31

MS. LEE: Mr. Hokama, we find that 99 percent of the applicants are very honest and
they put down everything including the fact that they are U.S. citizens and
everything else. This is not the only question that we have to rely on their, you
know the honor system.
COUNCILMEMBER HOKAMA: Okay. So at this point this, would you still consider
some type of, uh ... language or standard? Because I know for us is to help
non-previously owned property owners with attaining property, real property. So
is there some kind of language we should at least consider as a minimum
standard?
MS. LEE: I believe Mr. Molina got this from us. We took it off of our guidelines.
COUNCILMEMBER HOKAMA: Okay.
MS. LEE: This is the guideline that we do follow.
COUNCILMEMBER HOKAMA: Okay. The last one was made for Mr. Kushi-MS. SOMBELON: Excuse me.
COUNCILMEMBER HOKAMA: Yes.
MS. SOMBELON: Can I add to that. When we initially take an applicant in our
verification process, we also check online through the Maui Real Property Tax
office, but that's only locally and that's all we can do, and when we pull their
credit report it'll tell us if they have a mortgage, an existing mortgage which
shows joint ownership with someone else, and as Ms. Lee also stated that it all
depends on what they put on their application also and they have to certify that,
you know, they're liable for what they put on their application.
COUNCILMEMBER HOKAMA: Thank you. Oh, and quickly since you gave us this
report. What was the price cap you gave us $287,000 ...
COUNCILMEMBER MOLINA: Two eighty-nine.
MS. SOMBELON: Two eighty-nine seven fifty and that's the HUD maximum.
COUNCILMEMBER HOKAMA: And that's set by HUD?
MS. SOMBELON: Yes.
COUNCILMEMBER ANDERSON: Eighty percent.
COUNCILMEMBER HOKAMA: Thank you. Okay, and the reason I bring this up,
Chairman, is . . . well, we went through some issues with Makawao Highlands,
and for those like me went back in time through the records, business entities
purchased the property not a person individual, okay, but individuals made out of
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various transactions, okay, and then you dissolve the entity. So the business that
originally bought no longer exist, okay, but the person didn't actually buy it, a
business entity bought it, okay. And I can tell you I still got my copy of all the
records regarding that project. So, again, I know the intent and again 99 percent
I'm sure will be the up and front ones. I just wanna make sure that 1 percent if
they're there we punish them to the maximum extent if they abuse our program.
So I think one of the things that I would ask the members to consider is a
reporting requirement in this proposal, and I think maybe a once a year report
would be sufficient whoever is the final administrator that implements the
program. Thank you, Chairman.
CHAIR MATEO: Thank you, Mr. Hokama. Ms. Anderson.
COUNCILMEMBER ANDERSON: Thank you, Mr. Chairman. I would just like to
follow through just, um ... are we on Akaku today?
CHAIR MATEO: No.
COUNCILMEMBER ANDERSON: Well, forever, whoever's here and may listen to
this, I think it be helpful to know, first of all, that all these income levels that
we're quoting are actually based on a family of four and that it does scale down if
you are a family of two, a family of three, or a family of one. Maybe the folks
from Lokahi could tell us the $289,750 sale price for an 80 percent median
income family of four, what does that translate to a monthly mortgage payment?
CHAIR MATEO: Ms. Ridao.
COUNCILMEMBER ANDERSON: Say with ... I don't know. What is the standard
and-MS. RIDAO: You know it just all depends. I mean, if they get a U.S.D.A. assisted loan
at 1 percent interest is a very big difference from someone that's not getting any
subsidy or assistance. So I did a real quick research this morning on Bank of
Hawaii mortgage site, and if the home of, ofthe price of the home is 261,000, um,
the monthly payments would be around 1,700. That would include your taxes and
mortgages, your mortgage insurance. So I would say probably around 1,500, for
somebody who subsidize 1,200. But that would be a helpful place for you to go if
you wanted to kind of check things out. Any ... I'm sure any of the banks, you
know, the bank that you use online go to their mortgage programs and they ...
it's really helpful. You can go through this process by which, you know, if you
had 5 percent down, 10 percent down, what your income was, what you would
qualify for, um, so you would, you could get that information online.
COUNCILMEMBER ANDERSON: Okay, thank you very much. So there, there, when
you assist somebody you don't just assist them with this first-time homebuyers
loan. You assist them or at least direct them into other programs that they might
qualify for like the one you just mentioned.
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MS. RlDAO: Correct. One of the steps is after you apply you need, you need to come in
with a letter of qualification. You've pre-qualified for a certain amount. Usually
when we look at someone's application and we feel that they may qualify for the
U.S.D.A. program, and it's usually the case, we do refer them to U.S.D.A. so that
U.S.D.A. may be also able to help them with subsidizing their interest payments,
the interest amounts.
COUNCILMEMBER ANDERSON: And that's what their program is specific to?
MS. RIDAO: Correct.
COUNCILMEMBER ANDERSON: That's great. Are there any other programs like
that?
MS. RIDAO: You know the banks have been very creative so, urn ... I know that the
banks will assist the family as Alice said if they have good paying power, they
may not have the down payment. I know that many banks have gone with a lower
down payment assistance, uh ... accepting lower down payment, try to make the
families income fit within what they can accept as a bank. And so I must say that
the banks have also been quite helpful in getting people to qualify.
COUNCILMEMBER ANDERSON: That's great. Thank you very much.
CHAIR MATEO: Thank you. Members, we're gonna take a five minute recess, but
before we do I guess it's been awhile since I've actually had a meeting and I
forgot to close public testimony.
COUNCILMEMBER JOHNSON: Yeah.
CHAIR MATEO: So if there's no objections, uh, we'll close public testimony at this
time, and also we did receive written testimony from the Executive Director of
MEO Gladys Baisa and we'll accept that with no objections.
COUNCIL MEMBERS: No objections.
CHAIR MATEO: Thank you very much.
reconvene at 11 :05. (gavel) Recess.
RECESS:
RECONVENE:

Members, five minute recess.

We'll

11:00 a.m.
11:08 a.m.

CHAIR MATEO: Meeting of the Housing and Human Services Committee is
reconvened. Members, at this time because we have the Director of Finance Mr.
Kalbert Young here with us this morning, we'd like to ask him if he could
comment on some of the questions that Mr. Hokama asked relative to
enforceability and penalties, and I'm sure Mr. Hokama could also elaborate more
specifically on the issues that he was discussing earlier. Mr. Young, as you heard
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the discussions would you like to or be able to comment on some of those
concerns raised?
MR. YOUNG: Thank you, Mr. Chair. Good morning, Members. In regards to the, uh,
the two questions that to my recollection that came up, one, was in regards to
liens, and the second was in regards to overall general enforceability and
penalties. I'd like to respond first to the question on liens.
Currently the County of Maui in the process of establishing liens on properties
this would not be on the actual lendee, it would be on the property itself. The
County has afforded itself the ability and the authority to enforce a real property
tax lien. This would be different from say a specific property lien which could be
filed by anyone, uh, the County included or the ... whoever's administering this
program with the Bureau of Conveyances. However, in terms of how the
administer of this program will utilize the liening [sic}, uh ... operation, once the
lien is placed on the property it could essentially sit there for the entire duration of
this loan, and whether or not the actual per ... , organization that actually enforces
the lien actually pursues it at the time of sale, transaction or the 15 year duration
of the loan, that would be solely dependent upon their ability to do so. So if this
property was sold, the lien holder could, would get notified that, of an impending
transaction and then it would be incumbent upon them to pursue whether or not to
recover on the lien.
In terms of enforceability, again, the County just from my initial thoughts on this
the County is rather limited in terms of how it's gonna enforce or penalize
applicants in this program. Just thinking from, purely from the financial, uh, from
the Finance Department perspective, the best avenue would be in some
mechanism or tools available to the Real Property Tax Division. However, we
cur ... , the Real Property Tax Division currently doesn't have any tools or
resources that we could say, uh, verify historical ownership of properties,
uh ... to be outside of the State of Hawaii even within ... currently within Maui
County itself, we would be challenged resource wise to verify any previous
ownership or partial ownership of property within the County much less any other
County within the State, much less any other state in, in the country.
And as far as any specific penalties that we WOUld, uh, that the Council would
want to attach as the operation of this program, uh, I would say the Department of
Finance doesn't offer any recommendations, or suggestions, or support, or oppose
any penalties that the Council may deem appropriate. Thank you, Mr. Chair.
CHAIR MATEO: Mr. Hokama.
COUNCILMEMBER HOKAMA: Thank you for your comments, Director Young. So I
understand your comment regarding the lien. Is there something better that this
Committee can consider as a way of ensuring that this fund continues to be able a
revolving program?
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CHAIR MATEO: Mr. Chair, Mr. Hokama, initially when I was, when Mr. Molina has
shared this idea with me, of which I would also commend him for his courage in
offering this program because it is a ... it is quite innovative and it's a good first
step, and in concept it's a good one. And we did briefly discuss on the issue of
revolving . . . recapturing funds, ensuring that the County recaptures its funds.
And even from that time until now, the lien aspect still in my mind is the most
viable but it . . . I would admit it is far short from being the guarantee that the
County would be looking for in terms of ensuring it to be revolving. So I cannot
offer you any, any better aspects than the lien right now. I think that if there was
a way to get it to the point where, uh, for private lending institutions a subordinate
mortgage, for instance, if this was handled in that respect, that would be a way
where the County could guarantee that it would get its funds back at the time of
sale. The, the recapturing of the funds as well as the, any appreciation in value
aside, uh, if there were some way we could subordinate this, uh, if it is truly a
loan, if we could subordinate through a mortgage or second mortgage in that
aspect.
COUNCILMEMBER HOKAMA: 'Cause I understand in general should let's say the
property buyer, purchaser, homeowner default to where the extent that their
lender, more than likely a mortgage company or another financial institution, start
foreclosure, you know, the County has very limited chances of getting anything
back anyway because, you know, the lender's gonna ensure he gets back his
money or their money I should say, uh ... so I understand that very clearly, and I
appreciate your comments this morning. So thank you, Chairman. I'll allow
anyone else their opportunity to discuss with Mr. Young.
CHAIR MATEO: Thank you, Mr. Hokama.
MS. RIDAO; Mr. Chairman.
CHAIR MATEO: Ms. Ridao.
MS. RIDAO: Ijust ... maybe I can share with you how it's worked for us. We do hold
a second mortgage. When we make you the down payment assistance it's held in
second mortgage. So what happens is if the person goes to sell his property we
are notified as a second mortgage holder and that's the way, uh, it's the check and
balance. And the way the lenders look at it, because they are working with us and
familiar with our program, they don't hold that second mortgage against the
borrower. They understand that it's a gift at the end if it should, urn, they live in
the house for 15 years so that has not been held as, you know, eventually these
people are gonna be hold, held to paying it back so you may wanna also consider
that, but that is the way it's checked. And, and in all of the recaptures that we've
done that's how it's been. The escrow company will notify us that these people re
refinancing, they wanna payoff, what is the payoff amount. So that has not been a
problem.
As far as the enforcement issue, we have not had, urn, to do that yet thank
goodness, but I can see where if we were to send out our annual check, send a
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certified letter, it comes back, we actually go out there and find that yes, the house
is being rented, the homeowner that suppose to be living there is not living there,
we would probably issue a letter stating that they are in violation of their contract
with the program and that they are to immediately move back into the home or we
will, you know, take legal action. Now that legal action involved we have not
gone that far yet so I wouldn't know what to expect.
COUNCILMEMBER HOKAMA: Thank you very much for your comments. Thank
you, Mr. Chairman.
CHAIR MATEO: Thank you. Ms. Johnson.
COUNCILMEMBER JOHNSON: One of the other things too, and this might be an
option to consider is in some of our penalty sections, when somebody provides
false information basically it's illegal, you know, I mean you're falsifying a legal
document through material misrepresentation. So I would say if you're even
looking at forfeiture, you know, of some ... obviously you're not gonna get the
whole house, but you know some type of a forfeiture option that is attached to the
single penalty section because if they know that they're taking a huge risk by
falsifying any information, whether it's regard to their ownership in a previous
property that there could be seizure of their unit, and a legal proceeding, you
know, they're not gonna wanna go that route. So I think that may be one of the
options that I know we do it, and we're thinking about doing that in our ocean
recreation activities permits, uh, having that seizure, you know, capability. If
there's an unattractive downside to it, I think people are much more likely to be
honest and say oh, I'm not even gonna risk it because I agree with
Councilmember Hokama that it is really incumbent upon us to, you know, be
strict about these programs that ... mostly our enforcement is really weak, but if
they're verifying and they represent that this is a fact and later on it's found not to
be, they're the ones that are putting all their assets at risk so that way, you know,
there is a very unattractive downside.
One of the other questions I had, and I don't know whether Kalbert would be able
to answer this or not or someone else, but this would be in regard to insurance.
So many times, uh, there's a problem, you know, people let their insurance lapse
or ... and it's part of their mortgage requirement fine, but on flood insurance
particularly when they're in a flood zone or other kinds of insurance, if you don't
make your payment on time your insurance could conceivably lapse. And let's
say there is a fire in the house, what happens you know? So is there a
requirement and ... or verification that they do have insurance and is that made a
part of their regular payment so that we're assured upfront that there's not this
risk. And if Joanne you know-CHAIR MATEO: Yeah.
COUNCILMEMBER JOHNSON: --has a procedure in place fine.
CHAIR MATEO: Ms. Ridao, would you be able to respond?
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MS. RIDAO: We don't have a procedure in place however two things. We do have a
separate agreement that people sign addressing all of those issues that you first
brought up and we'd be happy to share that with Councilman Molina, and I
believe Councilmember Anderson also asked for that. So we'll get a copy over
here to you folks.
As far as the insurance is concerned, all lenders require that your insurance is paid
with your mortgage so that should not be a problem. It would be III your
mortgage together with your land tax so that should be a problem.
COUNCILMEMBER JOHNSON: Okay, I just, you know, I just wanted to make sure
that all of a sudden if people get in arrears payments-MS. RIDAO: No.
COUNCILMEMBER JOHNSON: All right, great.
MS. RIDAO: And we will be, you know, I mean once someone is in arrears we will also
be notified because they know that we hold a second mortgage, yeah. As the
primary lender the banks is required to notify us also.
COUNCILMEMBER JOHNSON: I think, Mr. Chair, that's a really good option is to go
with that second mortgage-CHAIR MATEO: Yeah.
COUNCILMEMBER JOHNSON: --and you know if we were to adopt that or
incorporate it somehow into this I think that would be an additional I guess
assurance on the part of the County that these people are gonna be held to either
repaying or at least, you know, giving I guess some assurance that they're gonna
be able to meet these criteria and then they will not violate the agreement. Thanks
very much.
CHAIR MATEO: And Ms. Ridao if you could forward the requested materials to the
Committee so we can distribute to all of the Committee Members that would be,
that would be helpful. Mr. Molina.
COUNCILMEMBER MOLINA: Thank you, Mr. Chairman. If I could get further
comment, I think Member Hokama brought an interesting point about the addition
of a penalty section, urn, if Corporation Counsel can give comment on that and if
maybe share with us what type of penalties . . . if this Committee decides to
implement what would be suggested I guess.
CHAIR MATEO: Mr. Kushi, would you be able to respond?
MR. KUSHI: Mr. Chair, Member Molina, not at this time. There's no existing proposed
penalty section in your proposed bill before, and I'm not about to create one now

HHS 06102105

Page 38

so ... but I can look at some other, uh ... documents or bills. I would look at the
Lokahi program and see what penalties that they have, but I can't comment at this
time.
COUNCILMEMBER MOLINA: Okay, thank you.
CHAIR MATEO: Thank you, Mr. Molina. Ms. Anderson.
COUNCILMEMBER ANDERSON: Thank you, Mr. Chairman. Our office has done
some research and it appears that HUD now has programs specific to police
officers, and teachers. They're called the officer next door and the teacher next
door program, and HUD funding issues specific to providing homes for teachers
and police officers in there areas, and where they live, and where they serve
which would really I think allow us the opportunity to be more specific in who is
eligible to qualify for this County, this County program. If HUD's doing it I
don't know why we can't do it. And also we found that there are several
jurisdictions that have programs who utilize HUD funds for residents, specific
qualified residents of their communities. One even has a program who
allows ... it's called, urn, Come Home to Norfolk Now. And it's a HUD funded
program. There's also some funding from the County involved that is specific to
providing homeownership opportunities for people who wanna come back and
live in Norfolk Virginia, maybe college students that have left same situation we
have here. So, urn . . . . I will be doing more research on this and offering the
Committee some opportunities or some options rather to look at these as qualifiers
for this program because I think we do wanna make sure that we're targeting
Maui residents or maybe kamaaina's who wanna come home and specifically our
hardworking teachers and police officers, which would help us may, uh, retain
them if we could offer them a homebuyer program like this or at least, you know,
a down payment program. So I'm really encouraged to see that HUD's doing
this, and if they can do it, we certainly can do it.
CHAIR MATEO: Thank you, Member Anderson. Members any additional questions for
the panels that we have before us this morning? Hearing none-COUNCILMEMBER HOKAMA: Mr. Chairman, please.
CHAIR MATEO: Mr. Hokama, go ahead.
COUNCILMEMBER HOKAMA: Maybe not for this meeting 'cause I think we need to
think about it, but maybe should we ... we have a revolving fund existing called
the interim (end of tape) and buyback revolving fund already on our Code. It was
specific for housing projects. For Lanai we have one, and of course Maui is the
Luana Gardens various phase . . . have we reached the point where maybe we
need to look at this type of additional areas amend the Code to maybe be able to
provide more options for us, you know, maybe we can ask the Director Lee if she
has comments, you know, uh, give her some time to think about it. Mr. Young
he's responsible to administer the fund. Currently in our coming budget we have
600 plus thousand dollars in that fund. It has its specific uses as the Code states
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and how it's to be applied within its narrow parameters, but does it make sense for
us to look at that program and see whether or not it deserves revisions or
expanSIOns.
CHAIR MATEO: Thank you, Mr. Hokama. Ms. Lee, would you like to comment?
MS. LEE: Mr. Chair, Mr. Hokama, that fund, uh, the intent of that fund was to pay, help
pay for County projects, actual housing projects.
COUNCILMEMBER HOKAMA: Right, right.
MS. LEE: And as a matter of fact that's one of the funds that I'm gonna be coming back
to you on the Central Maui Senior Housing Project to use that money to add that
project to that list and use the monies that are in there for the Central Maui
Housing Project ... that fund and every other fund there is.
COUNCILMEMBER HOKAMA: Yep, we have quite a bit of revolving funds.
CHAIR MATEO: Mr. Hokama, any additional questions for Ms. Lee?
COUNCILMEMBER HOKAMA: No. Again, and I'm happy that you know she had,
you know she was able to give us some comments this morning, but we have ...
you know Council in the past has established through the decades a special funds
to try and address specific issues that's within the County at that point in time. So
again, I just think we need to be aware of it. It does not necessarily go through
the scrutiny of our annual budget review that we give others operationals and CIP
of the various departments, but nonetheless it's public money, it's to serve a
specific purpose, and if it's not then we should be able to see whether or not we
can expand or redirect to service a current need within the County. Thank you,
Chairman.
CHAIR MATEO: Thank you. Members, any additional questions? Ms. Johnson.
COUNCILMEMBER JOHNSON: You know and, and this is something ... 'cause I
know we have the solar roofs initiative programs and kind of ... I'm thinking
how that works. Do we ... and perhaps Kalbert can answer this. Do we actually
just give let's say the million dollars or whatever amount of money it is in the
solar roofs initiative, grant it to MECO and then they keep that money, they
administer everything, and would this be your way of saying that this program
would also work?
CHAIR MATEO: Mr. Young.
MR. YOUNG: Mr. Chair, Ms. Johnson, I'm not completely familiar with the solar, the
solar program. I believe that is how it is worked though. It is granted through
MECO, but in the recapturing of funds segment or the ongoing of that part I'm
not completely familiar. In regards to this program, urn ... I really have no
opinion in terms of how the Council desires to set up this program, but it does
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sound like the most efficient way would be a non-County department to
administer it and Lokahi Pacific because they've already demonstrated and they
already are doing essentially this very similar task would, would be likely in a
very good candidate. But in terms of the details of recapturing and the ongoing
operations of the program, I really don't have, uh, really an opinion or thought on
how it would be the best to organize it. Like, like, um, all of the Members here I
am looking forward to seeing how this does shape up though.
COUNCILMEMBER JOHNSON: Okay, and the only reason that I ask that and I don't
know if, you know, how physically the funds are transferred if they're done
piecemeal or if it's done in one lump sum 'cause if, if Lokahi has the ability for
example let's say ... which, you know, I guess depending on what kind of
account you put it in. If you've got $400,000 sitting in account, if you can get
some kind of interest to help offset the cost for the operation of the program, that
to me would be really great because then that way if Lokahi can gather that
money and then have that offset any of their operational costs that reduce, reduces
the cost for us so I'd be really, you know, interested to see how creative they
could be if that money were granted-CHAIR MATEO: Ms. Ridao.
MS. RIDAO: I can give you some comment on that. In the current way the program is
operated, yes, it is piecemeal. It's as we complete a package. However, Lokahi
Pacific administers a one million dollar U.S.D.A. revolving loan fund business
loan program. We receive the full one million dollars, we administer the
program. All of the interest gained from that million dollars or whatever we have
left after lending it out is elig ... , the interest money does pay for operations. That
is an eligible costs. The beautiful thing about that program is that once we have
loaned out the full one million dollars and we have paid back U.S.D.A. the one
million dollars, that is Lokahi Pacific's money as long as we use it for the
intended purpose and, um, so many of the guidelines we can adjust, you know, for
what we see Maui County needs are. And our only requirement there is an annual
report to U.S.D.A. as far as you know we have to report as to where the money is,
is the money in the bank, how much interest we gain, how many loans we made,
how many loans were in default, how much interest we collected from those
loans, how much of that money went to operations, and that's the ... I mean it's
to me the most efficient. It's the less, the least layers you put on the program the
more efficient we can run it.
COUNCILMEMBER JOHNSON: And Mr. Chair, what Ms. Ridao just described would
be my preference because ifhe's gotta issue checks continuously it becomes very
inefficient in tracking about whose got what. I... my preference would be to
make it as simple as possible and then, you know, have some kind of agreement
or understanding if they are the recipient of the money that those costs, any
interest accrual would go, you know, into offsetting whatever operational costs
would be incurred with the program, and I think that makes it simpler for them
too so that would be my inclination to include that.
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CHAIR MATEO: Thank you. Members, any additional questions? Comment, Ms. Lee.
MS. LEE: Yes, thank you, Chair. With regard to this draft ordinance, I, I really believe
that to expedite everything, the quickest way to get this project, this program
implemented would be for you to come up with clear parameters within the
ordinance and with some . . . if you really wanted administrative rules, which
we're not too crazy about because it take so long to get 'em done that you could
on the first page it says under Section 3.C the Director and the Director of Finance
may adopt ... that's good ... may adopt administrative rules necessary to carry
out the purpose of this chapter . . . and then I put a comma there and put
something like until such time the Director shall follow ... until such time the
Director shall follow the guidelines and requirements included but not limited in
Section 3.30.050 so that we ... you know the guidelines are already set out by
you the main ones, you know, and you probably aren't concerned about the minor
details, but the big details on residency, qualifications, you know, uh, term ...
and I would, you know, I would strongly suggest that you put a loan limit here,
you know, 15,000 is plenty for somebody making 120 percent of median income.
So you know I put in a loan limit, things like that and the other ... and the penalty
section, and then we don't need really administrative rules unless you really,
really think we should have them, but that's gonna delay this project six to eight
months keep that in mind. Thank you, Mr. Chair.
CHAIR MATEO: Thank you, Ms. Lee. Members, any additional questions? Hearing
none. Members, I guess after the, you know, it's really interesting morning. This
is such, uh, an exciting beginning for all of us, but I think we need to remember
that as the Chair ask each member to provide your recommendations, to provide
your comments, take a look at our foundation that was provided to us and see how
we can build on it, and I ask you to submit your recommendations for addition to
the proposal as soon as possible to the Committee staff so we're able to compile it
and provide it back to you for additional comments. I think for us I think this is,
uh, you know, to Mr. Molina this is an exciting beginning, uh, because you know
for the last number of years we've heard the talk and it's nice to see the
Committee start to walk it, and this is an exciting time. And I think as we try to
chart new ground I guess we continue to demonstrate our commitment in
addressing this County's number one priority--dealing with affordable housing. I
think we've provided, uh, demonstration, demonstrated our effort in looking at
being creative, you know, like the time for looking out the box is now because
we've seen what we were able to accomplish by doing it status quo, nothing. So
the time is now, and to this Committee we have, you know, even though the
master agenda for this Committee does not look heavy, we have an extremely
burdensome task before us. So to all of you, you know, like buckle your seat
belts. The ride has begun. It's gonna be a long one. It's the Chair's
recommendation at this point to defer this item until we're able to get additional
responses from the Committee and be able to bring this up in another Committee
meeting ifthere's no objections.
COUNCIL MEMBERS: No objections.
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CHAIR MATEO: Thank you very much. To, um, to Joanne and, uh, Ms. Sombelon and
Mr. Young and Ms. Lee, Mr. Kushi thank you all very much for being a part of
the meeting and sharing with us. Members, our, uh ... Mr. Molina.
COUNCILMEMBER MOLINA: Yeah, thank you. If I could just get in one quick word.
First of all I wanna thank you for your praise as well, but you know this bill is
something that we all can share in as elected officials as well as the Department,
you know, everybody contributing something towards, uh, you know, in
addressing this crisis that we have here in Maui County so, you know, I think
there's a lot of a people that are really interested in this and are watching. I just
would like to share with the Committee that since the article came out in the Maui
News yesterday, our office has received several phone calls and e-mails. People
are under the impression that everything is done, but we've had to remind people
that no, the bill is currently being in the process of being crafted so there are a lot
of people out there watching what happens with this proposal here. And I wanted
to ask you Chairman what is, when is your intention of I guess having this matter
heard again in your Committee? Will it be your next Committee meeting or will
it be next month? Can you share with us.
CHAIR MATEO: Staff.
MR. TAGUCHI: Thank you, Chair Mateo. The Housing and Human Services agenda is
awaiting a 20lG project. The submittal of the project we'll be working with the
Department of Housing and Human Concerns. We're not quite sure. We have
heard different reports as to when it's gonna come, but that will be one thing that
would affect our agenda. We also have the affordable housing policy which we
need to get going on since the final piece of the puzzle the Maui Nui Affordable
Housing Task Force has submitted their proposal so we have quite a bit of things
on the agenda. The next meeting we haven't finalized the agenda yet, but it may
be the housing policy, um, but definitely this is a priority and I will work with
Chair Mateo to try and schedule it possibly sometime this month.
COUNCILMEMBER MOLINA: Great. Thank you.
CHAIR MATEO: Mr. Hokama.
COUNCILMEMBER HOKAMA: Chairman, then under your leadership maybe a memo
to your members regarding a deadline for submittal of recommendations. I think
Director Lee gave some very good ones right now that I plan to support, and one
last question, please. Real quickly to Corp. Counsel, Page 2, eligible properties.
We used the . . . the term is being proposed as condominium or townhouse.
Anything magical or, um, you know, from a taxation standpoint we have
apartment category so again is it just, you know, interchangeable type of terms for
the same thing, or is there really a legal difference in your opinion? This would
be under .050, uh, Mr. Kushi letter E. number 2.
MR. KUSHI: Correct E.2 says condominium or townhouse in a multi-family building.
Condominium is a legal term done through the Hawaii Revised Statutes CPR
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process. I don't know what a townhouse is. Townhouse can be an apartment, it
can be a condo also but ...
COUNCILMEMBER HOKAMA:
language at all?

There's nothing magical or restrictive with that

MR. KUSHI: No.
COUNCILMEMBER HOKAMA: Okay.
MR. KUSHI: I would suggest substituting instead of townhouse apartment.
COUNCILMEMBER HOKAMA: Okay, thank you for that. Quickly.
CHAIR MATEO: Go ahead.
COUNCILMEMBER HOKAMA: Mr. Young is, you know, in charge of our real
property tax Finance Department. Any comments regarding that same question I
posed to Mr. Kushi?
MR. YOUNG: Well, of course Mr. Kushi is always is correct, but townhouses ...
MS. LEE: Always?
MR. YOUNG: Townhouses are actually I guess more ... the common term would be
considered a ... like a duplex. I'm not sure that in the common nomenclature for
let's say for realtors or people in the public, if an apartment would be understood
as a townhouse, but definitely for real property tax purposes, townhouses are
essentially CPR property or condominiumized in the County ofMaui. So I would
believe that in either direction the Council may choose both, both wording would
be sufficient for implementation of this program.
COUNCILMEMBER HOKAMA: Thank you very much. Thank you, Chairman.
CHAIR MATEO: Members, again, if there's no objections the item will be deferred.
COUNCIL MEMBERS: No objections.
CHAIR MATEO: Thank you very much. No announcements? Ms. Johnson.
COUNCILMEMBER JOHNSON: Just my meeting at I :30 for Parks and, uh, Economic
Development. So if any of the other Members, even though you're not Members
of my committee, you're certainly invited.
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CHAIR MATEO: Thank you very much. That being said, Members, thank you very
much for the hard work this morning. Meeting is adjourned. (gavel)
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