Testimony of the Contractors License Board

Before the
Senate Committee on Commerce and Consumer Protection
Wednesday, February 14, 2024
9:30 a.m.
Conference Room 229 and Videoconference

On the following measure:
S.B. 2606, RELATING TO CONSTRUCTION
Chair Keohokalole and Members of the Committee:

My name is Neal Arita, Chairperson of the Contractors License Board (Board).
The Board offers comments on this bill.

The purpose of this bill is to establish additional requirements for notices of
claims of construction defects.

The Board will review this bill at its next publicly noticed meeting on February 23,
2024. The Board has testified in opposition to similar measures that amend the
Contractor Repair Act.

The Board has concerns that the average homeowner may not have enough
adequate construction knowledge or resources to be able to describe the claim with
sufficient particularity and specificity and to provide the evidence required to accompany
the notice of claim. This measure requires that the claimant submit evidence depicting
the nature and cause of the construction defect, and the nature and extent of the repairs
necessary to correct the defect, including expert-generated reports, photographs,
videos, and the results of any testing performed.

While these amendments are proposed to address construction defect litigation,
homeowners building a single-family home on their property, who will not have
members to join a class action suit, must also abide by the additional requirements this
measure will impose.

Thank you for the opportunity to testify on this bill.
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SB 2606 and SB 2607 —Relating To Construction
Wednesday, February 14, 2024
9:30 A.M.

Aloha Chair Keohokalole, Vice Chair Fukunaga, and Members of the Committee:

Pacific Resource Partnership (PRP) is a nonprofit organization that represents the Hawai‘i Regional Council
of Carpenters, the largest construction union in the state with approximately 6,000 members, in addition to
more than 250 diverse contractors ranging from mom-and-pop owned businesses to national companies.

PRP writes in strong support of SB 2606 and SB 2607, which protects housing options and affordability for
our local residents by requiring that reasonable parameters exist around class-action lawsuits.

The loss of Hawai‘i’s population is due in large part to the severe shortage of affordable housing units, with
many people, including young adults, essential workers such as teachers, doctors, nurses, and a
disproportionate number of Native Hawaiians, migrating out of the State for mainland cities with adequate
affordable housing and a lower cost of living.: We will continue to lose our Kama‘aina and the valuable
services they provide, unless we adopt reasonable policies that temper the escalating cost of housing, which
includes lawsuits that primarily benefit a niche-class of attorneys.

It is our understanding that certain attorneys encourage homeowners to file claims against homebuilders in
class action lawsuits that cast a wide net to include not just homes/condo units that are owned, but also
homes/condo units that are currently under construction and are awaiting permit approvals from the
counties. The only people benefitting from such lawsuits are the attorneys, leaving the homeowner without
sufficient funds to remedy damages and first-time homebuyers without access to Federal Housing
Administration, Fannie Mae, Department of Veterans Affairs, or other federally guaranteed loans that would
have allowed them to qualify for low- and no-down-payment mortgages. Instead, these first-time
homebuyers whose potential purchases fall under a class-action lawsuit, are required to pay the full 20%
deposit, rendering them unable to qualify for a home.

SB 2606 and SB 2607 will help to reduce the unrestricted filing of unsupported construction defect claims
against homebuilders that are pursued by claimants seeking damages without first providing an opportunity
to resolve the claim and remedy potential defects.
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PRP

PACIFIC RESOURCE PARTNERSHIP

THE POWER OF PARTNERSHIP WWW.PRP-HAWAII.COM

PHONE —> 808.528.5557 1100 ALAKEASTREET/4THFLOOR | [g) TWITTER: ) WWW.FACEBOOK.COM/
HONOLULU / HI 96813 @PRPHAWAII PACIFICRESOURCEPARTNERSHIP


https://www.dwell.com/article/hawaii-affordable-housing-crisis-86c0db3e

(Continued From Page 1)

This bill will help to prevent frivolous lawsuits by increasing the opportunity for homebuilders and
homeowners to address any potential construction defects without getting involved in costly litigation where
everyone loses except for the attorneys. The legal parameters and processes detailed in SB 2606 and SB
2607 around construction defect claims will help move the state towards polices that will actually make the
homeowner whole again, while supporting a mortgage environment where first-time homebuyers have an
opportunity to qualify for low- and no-down-payment mortgages.

As such, we respectfully request your favorable decision on these measures. Thank you for this opportunity
to submit written testimony.
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February 9, 2024

" Senator Jarrett Keohokalole, Chair
Senator Carol Fukunaga, Vice Chair
Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 ~ RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

| wholeheartedly SUPPORT SB 2606 & SB 2607 — RELATING TO THE CONTRACTOR REPAIR ACT
proposing changes to Hawai'i's construction defect legislation, particularly the emphasis on
specificity in notice of claims, requiring actual evidence of the construction defect and
discouraging the rejection of reasonable offers. Based on models adopted in various mainland
states, the amendments promise to bring clarity and efficiency to the claim resolution process.
By mandating detailed descriptions of alleged defects and discouraging the rejection of
reasonable offers, homeowners and contractors can engage in transparent and productive
dialogue, significantly reducing the likelihood of ambiguous or unsubstantiated claims and
avoiding potentially significant delays to legitimate needed repairs. This approach aligns with
best practices observed in other jurisdictions and is a progressive step toward fostering a
constructive and equitable resolution framework in Hawai'i without undue construction
litigation.

Unfortunately for Hawai'i, recent construction defect litigation has caused two significant and
unprecedented effects on housing in Hawai'i. First, broad claims have halted hundreds of new
housing units set to begin construction. Second, and more alarming, broad claims have
prohibited the ability of 15 time homebuyers and affordable homebuyers to obtain a needed
government backed mortgage. Lack of clarity and lack of actual evidence of construction defects
in claims has encumbered new condominiums currently under construction. As a result, FHA,
VA, Fannie Mae and Freddie Mac have taken the position to disqualify new condominium projects
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with pending litigation. Without low down payment government backed loan programs and
without the 20% down payment required by portfolio lending, most 1% time homebuyers,
affordable homebuyers, and veterans are unfairly precluded from purchasing. This has only
further exacerbated Hawai'i’s dire housing crisis. As the Governor indicated in his State of the
State address, we should collectively address and improve policies and processes that can impede
the development of housing. In doing so, we recognize that housing is a "human right.". These
bills take a step forward in improving the processes that impede development of affordable
housing for Hawai'i residents.

Hawai'i's contractors stand behind the quality projects they build. These amendments will allow
Hawai'i's contractors an opportunity to stand behind their work, correct and repair where
appropriate, and at the same time protect Hawai'i's homeowners. | strongly urge the Committee
to support these amendments for the benefit of homeowners, contractors, home buyers and the
overall efficiency of the construction defect resolution process in our state.

incerely,

. Lombardi
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Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

Mahalo for the opportunity to submit testimony on behalf of D.R. Horton Hawaii LLC (“DRHH”) in STRONG
SUPPORT of SB 2606 & SB 2607 — RELATING TO CONSTRUCTION. DRHH is one of Hawaii’s largest
homebuilders and has been providing affordable housing, 1° time buyer and workforce housing for
Hawaii’s families throughout the State for fifty years. D.R. Horton Hawaii is a leader in building quality
homes and condominiums and is actively developing our Ho opili master planned community in Ewa
Beach-East Kapolei.

It is heartening to see with SB 2606 & SB 2607 that we are all collectively trying to solve the stark disparity
between the supply and demand for much needed housing. DRHH continues to be a strong advocate for
both our current homeowners and our future homebuyers when it comes to exploring solutions with
industry, government, and community to reduce the cost of housing and expedite the production of it.
We absolutely stand behind the homes we build and support our homeowners with legitimate and
warrantable repairs. It has been our commitment over the last fifty years and will continue to be for the
next fifty.

Over the last decade, we have seen the landscape of construction defect litigation change dramatically.
Underwriting rising litigation risk has unfortunately become not only necessary but common practice. We
have experienced firsthand the resulting negative effects: rising insurance premiums, contractors
abstaining from bidding on housing projects and unnecessary additional construction costs. Not only have
lawsuits increased exponentially, more disturbingly claims have become purposely overly broad to
encompass all aspects of construction without any evidence of a defect or actual damage. This is a pivotal
shift that has and will continue to further exacerbate Hawaii’s housing crisis.

DRHH has recently experienced unprecedented consequences from overly broad construction defect
litigation claims that have detrimentally affected much needed housing:

130 Merchant Street, Suite 112 - Honolulu, Hawaii 96813 - 808.521.5661
www.drhorton.com/hawaii
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e First, overly broad construction defect litigation claims have directly halted 811 housing units
set to begin construction. These are affordable and workforce housing units designed to be
building code compliant and are building permit approved.

e Second, overly broad construction defect litigation claims have directly increased the cost of
housing. Building code compliant designs of new housing units now need to be redesigned to
move forward unencumbered by ongoing lawsuits. Recent construction pricing has put this
additional cost to housing upwards of $14,000 per single family home.

e Third and most egregious, overly broad construction defect litigation claims have directly
affected our 1 time homebuyers’ ability to obtain a much needed low down payment
government backed mortgage. Lack of clarity with overly broad construction defect claims have
encumbered not only completed homes, but for the first time such litigation is now burdening
new condominiums currently under construction. These are condominium units that were
specifically designed for the 1% time homebuyer market. These units are designed to be building
code compliant, are building permit approved and they are currently being constructed.
However, FHA, VA, Fannie Mae and Freddie Mac have taken the position to disqualify new
condominium projects with pending litigation. Without low down payment government backed
loan programs and without the 20% down payment required by portfolio lending, most 1°t time
homebuyers and veterans are being unfairly precluded from purchasing.

This is why we strongly support SB 2606 & SB 2607. We believe both bills together will:

1. Protect both consumers and contractors - SB 2606 & SB 2607 will create a stronger and more
equitable framework for warranty claims to be properly identified and documented,
appropriately investigated and addressed in a timely manner, all prior to long, protracted legal
proceedings. This is not occurring today, putting both homeowners and homebuilders in litigation
purgatory because once a lawsuit is filed, all communications between the parties must cease.
This circumvents the very intent of the Contractor Repair Act, ultimately preventing homeowners
from obtaining needed repairs where actual, legitimate and warrantable damage is involved.

2. Establish a reasonableness to mitigation versus litigation — SB 2606 & SB 2607 will continue to
allow a homeowner the ability to file a lawsuit, which is absolutely their right. However, it clarifies
that if a claimant unreasonably rejects a bona fide offer to repair or mitigate, then their potential
legal award should be limited to the cost of that repair offer. This change will encourage
contractors to present meaningful offers and incentivize homeowners to closely evaluate offers
that are received, thereby encouraging both parties to reach a resolution.

3. Protect 1 time homebuyers —-new homes and condominiums under construction that are
designed to comply with building code and have received building permit approval are placed in
this same litigation purgatory. They are now being encumbered by purposely overly broad
construction defect litigation claims that cause FHA, VA, Fannie Mae and Freddie Mac to disqualify
lending. Our 1% time homebuyers deserve better, Hawaii’s families deserve better.
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Thank you for the opportunity to share. D.R. Horton Hawaii stands behind the homes we build, we stand
with our homeowners and we are advocating for Hawaii’s 1% time homebuyers. We greatly appreciate
the legislature and this committee for their commitment to ensuring we continue to collectively move
housing forward in a positive direction for Hawaii’s families.

We strongly urge the committee to pass both SB 2606 & SB 2607. Mahalo for your time and consideration,
it is much appreciated.

Sincerely,

Tracy Tonaki
President
Hawaii Division
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Committee: Senate Committee on Commerce and Consumer
Protection
Bill Number: SB 2606, Relating to Construction

Hearing Date and Time: February 14,2024 at 9:30am (Room 229)
Re: Testimony of Holomua Collaborative in support

Aloha Chair Keohokalole, Vice Chair Fukunaga, and Committee members:

We write in support of SB 2606, Relating to Construction. This bill expands the
required contents of a notice of claim of construction defect served on a contractor. It
requires the claimant to provide actual evidence of the nature and cause of the
construction defect and extent of necessary repairs along with the notice of claim. It
amends the process and timeframe for a claimant to accept a contractor's proposal to
inspect and authorize the contractor to proceed with repairs. And it limits the amount
a claimant can recover if the claimant unreasonably rejects a contractor's proposal to
inspect or an offer to remedy.

As an organization that is devoted to finding ways to keep all local working families in
Hawai‘i by making sure they can afford to stay, preventing unnecessary increases to
the cost of home building is a critical part of the puzzle. This bill does so in a way that
is safe, reasonable, and makes common sense.

Recent legal battles-based on overly broad defect litigation claims- have already
hindered the ability of first-time homebuyers to secure government-backed
mortgages, exacerbating Hawaii's critical housing shortage. The ambiguity and lack of
concrete evidence regarding these overly broad defect claims has created obstacles
for newly constructed home projects. As a result, entities like the Federal Housing
Administration, the Veterans Administration, Fannie Mae, and Freddie Mac have all
been disqualifying new housing projects because they are stuck in ongoing-and
needless-litigation.

With limited access to government-backed loan programs that can reduce the large
20% down payment typically required by commercial lending, many local first-time
homebuyers and veterans are being excluded from the housing market as a direct
result of this litigation.

This means local families are being stopped from buying homes that could otherwise
keep them in Hawai‘i. Local families are being prevented from buying homes they
want to buy.

This is not a hypothetical problem. Construction on over 800 homes and
condominiums statewide has now stopped. These legal disputes are skyrocketing
construction costs, inflating insurance premiums, necessitating additional
expenditure on legal underwriting, and prompting structural redesigns.
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We all want our laws to protect home safety. But this is not that. This is simply
exploiting loopholes in current law that are preventing homes from being built-homes
that have been specifically designed to comply with existing building codes.

This bill will continue to allow any homeowner to file a lawsuit. It simply clarifies that
if a claimant unreasonably rejects a true offer to repair or mitigate, then their potential
legal award should be limited to the cost of that repair offer. It also creates a stronger
and fairer framework for warranty claims to be properly identified and documented,
and appropriately investigated and addressed in a timely manner, before legal
proceedings being.

Finally, it’s important to note that frivolous class action lawsuits increase the cost of
insurance that home builders must purchase. This cost isinvariably passed on to the
consumer. And whether that consumer is the homeowner themselves-or a local
resident renting from a homeowner-it increases the cost of housing for local working
families. In addition, it forces home builders to modify their building methods, which
may not be the best solution either for the ultimate resident of the home, or for the
quality of the build.

This is a sensible bill that will help us to continue building safe, affordable homes for
local working families in Hawai‘i, and we urge you to support it.

Sincerely,

et

Josh Wisch
President & Executive Director



1654 South King Street
@ Hawaii Cred”‘ Union Leogue Honolulu, Hawaii 96826-2097
Telephone: (808) 941.0556

Fax: (808) 945.0019
Web site: www.hcul.org

Your Partner For Success Email: info@hcul.org

Testimony to the Senate Committee on Commerce & Consumer Protection
Wednesday, February 14, 2024, at 9:30 AM
Conference Room 229

Testimony in Support of SB 2606 & SB 2607, Relating to Construction

To: The Honorable Jarrett Kaohokalole, Chair
The Honorable Carol Fukunaga, Vice-Chair
Members of the Committee

My name is Stefanie Sakamoto, and | am testifying on behalf of the Hawaii Credit Union
League, the local trade association for 47 Hawaii credit unions, representing over 864,000 credit
union members across the state.

HCUL is in support of SB 2606 & SB 2607, Relating to Construction. These bills address the
construction defect process.

Lawsuits filed against residential developers harm the availability of mortgage loans. Currently,
potential homebuyers who are hoping to secure a government loan (Fannie Mae/Freddie Mac,
VA) are unable to do so if trying to purchase a unit in a development currently under litigation.
As many credit unions offer mortgage loans, we are concerned about the impact on the
mortgage and lending industry.

Thank you for the opportunity to provide comments on this issue.
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Subject: OPPOSITION TO SB2606-RELATING TO CONSTRUCTION

Dear Chair Jarrett Keohokalole, Vice Chair Carol Fukunaga, and Members of
the Committee on Commerce and Consumer Protection:

We hereby submit this testimony to OPPOSE SB2606-RELATING TO CONSTRUCTION.

We are lawyers who have served and continue to serve as Hawai'i State and
Federal Court-appointed class action counsel. In this capacity, we have
represented and represent tens of thousands of Hawai‘'i homeowners with
construction defects posing serious life and safety risks. To offer a very
small sense of the serious construction defects in our class actions, we
attached photographs from just one home out of thousands at issue.

It goes without saying that Hawai‘i’s tropical environment poses known,
ever—-increasing risks of dangerous winds, hurricanes, and flooding. It also
goes without saying that Hawai‘i’s tropical environment can damage and
destroy cheap building products, including structural metal. Putting up more
roadblocks to deter and prevent homeowners from pursuing righteous claims
for critical life and safety defects is anti-consumer and will endanger
Hawai ‘i homeowners, their families, and their neighboring communities. The
Lahaina wildfire tragedy is a horrific reminder that Hawai'‘i homeowners and
residents are extremely vulnerable to powerful natural catastrophes.

SB2606 undermines the core purposes of the Contractor Repair Act and, by
deterring and foreclosing construction claims, risks endangering homeowners
and residents of Hawai‘i.

When enacting the Contractor Repair Act, or SB2358 in the Regular Session of
2004, the Senate Committee on Judiciary and Hawaiian Affairs found that
“this measure provides homeowner and others suffering from construction
defects in their residences and premises with a speedy and precise
resolution to their problems.... This measure enables the resolution of
claims for construction defects without incurring the high costs of
litigation.” Sen. Stand. Com. Rep. 2790 (2004).

SB2606 undermines the Contractor Repair Act’s core purposes in at least
three ways.

First, SB2606’s provision that “each . . . class member” comply with the
notice and inspection requirements invites litigation before Contractor
Repair Act claims. For any “class member” to exist, a homeowner must first

(213) 344-1820 g@lippsmith.com lippsmith.com
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initiate litigation, a Court must certify a class action under Hawai'‘i Rules
of Civil Procedure (“HRCP”) Rule 23, appoint class counsel, and give notice
of the class action to the class members. To require litigation before
claims procedures under the Contractor Repair Act is contrary to the Act’s
purpose of enabling “the resolution of claims for construction defects
without incurring the high costs of litigation.”

Second, SB2606’'s provision that “each . . . class member” comply with
inspection requirements is contrary to the Contractor Repair Act’s purposes
of “speedy and precise resolution to [homeowners'] problems” and sparing
parties “the high costs of litigation.” Construction class actions in
Hawai‘'i often entail dozens, hundreds, and even thousands of homes across
the state. Inspections on each class member’s home would take many years to
accomplish at great expense and inconvenience for all parties involved.
There would be nothing speedy, precise, or inexpensive about such a process.
This would also undermine Hawai‘i’s class action procedures under HRCP Rule
23 1in which Courts allow and supervise representative litigation over common
claims. In those kinds of cases, inspecting class representative homes plus
a sampling of class member homes is far more efficient, effective, and
inexpensive for all parties.

Third, SB2606’s notice procedures appear to require homeowners to hire
expensive consultants to both identify the nature of their defects and to
provide the extent of repairs necessary to cure the defects before pursuing
construction claims. Identifying construction defects and repairs is a
complex, scientific, technical, and expensive process that average
homeowners cannot do or afford on their own. SB2606’s notice provision would
require homeowners to incur high costs of litigation before they can even
make a claim. This is hardly consistent with the Contractor Repair Act’s
main purposes.

Thank you for considering our opposition to SB2606.
Sincerely,

LIPPSMJ]TH LLP

Graham B. LippSmith

(213) 344-1820 g@lippsmith.com lippsmith.com
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February 12, 2024

Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Senate Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

Re:  SB 2606- RELATING TO CONSTRUCTION: Testimony in Opposition
Hearing — Wednesday, February 14, 2024 in Conference Room 229, State Capitol

Chair Keohokalole, Vice Chair Fukunaga, and Members of Committee,

Our firm OPPOSES HB 2606 — RELATING TO CONSTRUCTION, proposing amendments to the
Contractor Repair Act under Hawai‘i Revised Statute § 672E, which make it nearly impossible to bring
class actions on behalf of homeowners in construction defect cases.

I am a partner in the Honolulu office of the law firm Kasdan Turner Thomson Booth, LLLC. Our firm
is a Hawaii registered Limited Liability Law Corporation representing homeowners and associations in
construction defect matters.

My firm currently represents over 2,000 unit owners in various high-rise buildings throughout Oahu,
including buildings which are over 88% workforce housing, as well as luxury and mixed occupancy
buildings. We also presently represent over 4,500 property owners in both single-family detached and
townhome developments throughout the state of Hawaii in a certified class action lawsuit regarding
corroded foundation systems, and over 1,250 homeowners in a certified class action in Ewa Beach
concerning corroded foundation hardware.

My firm also previously represented over 4,000 homeowners in a class action involving homes in the
Ewa Beach area concerning corroded foundation hardware, where essentially each and every home has
had the entirety of their foundation hardware replaced as a result of hard-fought litigation.

Below are example photos showing corrosion of corroded foundation systems from homes of
homeowners we represent or have represented in current and previous class action lawsuits:
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The class action process under Rule 23 of the Hawaii Rules of Civil Procedure and the procedures in
Hawaii Revised Statutes §672E (the “Contractor Repair Act”) were a part of the groundwork of these
settlements, resulting in over 4,000 families now living in safer homes. Under the proposed amendments
of HB 2606, these results would not have been possible.

Class actions provide a cost-effective means to go after the developer and/or contractors for defects that
affect multiple homes developed by the same party. Without the ability to bring a class action, it would
be extremely costly for homeowners to bring individual lawsuits.

Furthermore, many defects such as the corroded foundation systems in the photos above are hidden
within the walls of the home, and the majority of homeowners have no chance of discovering these
defects until a hurricane or other event occurs where the foundation system is critical to protect their
home. Therefore, class actions are an important mechanism to protect the rights of homeowners who
would otherwise be unaware of these defects.

HB 2606 represents the unilateral interests of developers and contractors to make it nearly impossible
for homeowners to use the vehicle of class action litigation to recover for construction defects by
requiring every class member to go through the Contractor Repair Act process.

The bill creates a chicken or an egg dilemma. The amendments would require any individual to go the
Contractor Repair Act process if they want to be a class member. However, there is no way that
individual homeowners would know they can be a class member without the class certification
process—a procedural step in litigation, at which time notice goes out to all class members notifying
them that they are part of the class. On the other hand, a plaintiff would not be able to file a class action
lawsuit on behalf of a class until the class members have gone through the Contractor Repair Act—
which is a prerequisite to filing a lawsuit.

This would create the conundrum where a homeowner could not file a class action lawsuit without all

class members going through the Contractor Repair Act process, but potential class members would be
unaware of their rights to be part of the class or go through the Contractor Repair Act without the class
action lawsuit being filed—eftectively killing the class action procedure for construction defect claims.

Our firm therefore strongly urges this Committee to protect the rights of the homeowners and purchasers
of real property and stop this bill from moving forward.

Very Truly Yours,

Bl

Christopher K. Hikida
Kasdan Turner Thomson Booth LLLC

KASDANCDLAWHAWAIIL.COM
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February 14, 2024

Subject: SB 2606 - Relating to Construction

Chair Keohokalole, Vice Chair Fukunaga, and members of the Committee:

My name is Max Lindsey, Government Relations Committee Chair of the Building Industry Association of
Hawaii (BIA Hawaii). Chartered in 1955, the Building Industry Association of Hawaii is a professional
trade organization affiliated with the National Association of Home Builders, representing the building
industry and its associates. BIA-Hawaii takes a leadership role in unifying and promoting the interests of
the industry to enhance the quality of life for the people of Hawaii. Our members build the communities
we all call home.

BIA Hawaii is in strong support of SB 2606, Relating to Construction. This bill expands the required
contents of a notice of claim of construction defect served on a contractor, requires the claimant to
provide actual evidence of the nature and cause of the construction defect and extent of necessary
repairs along with the notice of claim, and makes it clear that each claimant must comply with the
Contractor Repair Act.

We have a critical housing shortage in Hawaii. The amount of construction defect litigation in our state
has reached a dire tipping point as evidenced by rising insurance costs, increased housing costs and the
unavailability of government backed loans (FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos
with litigation, all of which preclude countless 1% time homebuyers from purchasing homes.

The proposed amendments in SB 2606 do not limit the consumers’ current right to pursue claims

against contractors and other industry professionals. The proposed amendments, however, are
necessary to foster a fair, transparent and efficient process for homeowners as well as contractors in

addressing construction defects. The bill’s intent to provide better notice, present evidence of alleged
defects, and increase participation in Contractor Repair Act process promotes a more fair and efficient
process by promoting a better understanding of the alleged claims and thus an increased opportunity for
early resolution.

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the
construction defect in the notice of claim with particularity and specificity is a crucial
improvement. This requirement ensures that both parties have a clear understanding of
the issues at hand, facilitating more effective communication, transparency and accuracy
and reducing the likelihood of misunderstandings and frivolous or unsubstantiated claims.
The amendments seek to clarify and strengthen the prelitigation notice requirements
consistent with other states that have adopted similar legislation (California, Colorado,
Nevada, Florida) to decrease the number of unsubstantiated claims, encourage early
resolution of claims, and reduce the cost of housing and insurance. Clear and detailed



notice helps contractors pinpoint the alleged issues, enabling them to address the
concerns more effectively and efficiently.

2. Evidence Submission Promotes Transparency and Efficient Resolution of Claims:
Requiring claimants to provide actual evidence of the construction defect, such as expert
reports, photographs, videotapes, and testing results, promotes transparency and helps
validate construction defect claims. This provision ensures that contractors have access
to comprehensive information, promoting fairness and informed decision-making during
the resolution process and preventing disputes over the validity of claims, leading to more
efficient and effective resolution of construction defect issues. With respect to
construction defect claims, this process allows for quicker resolutions and a more
accurate assessment of the damages. This benefits contractors and homeowners by
providing a basis for a more precise and effective remedy. These requirements are
similar to and not more burdensome then the requirements of Hawaii’'s Design Claim
Conciliation Panel, HRS Chapter 672E.

3. Increases Participation In The Contractor Repair Act Increases Opportunity For
Early Resolution: The intent of the contractor repair act is to provide the opportunity for
early inspection and resolution of claims. Participation of each claimant and the
opportunity to inspect each dwelling or premise subject to the alleged claim is necessary
for there to be a fair and transparent evaluation of the claims being alleged and
opportunity for resolution.

The amendments will allow contractors to address the specific issue raised by homeowners. The
legislation gives both homeowners and contractors an opportunity to reduce claims without costly and
lengthy legal action helping to avoid potentially significant delays to much needed repairs.

We would also note that nothing in this bill precludes owners from making warranty claims to their
developer and/or contractor and working directly with the developer and/or contractor to address
perceived issues outside of the realm of litigation.

In conclusion, the proposed changes to Section 672E-3 the Hawaii Revised Statutes represent a
thoughtful and balanced approach to more effectively address construction defects in housing and in turn
help address Hawaii’s housing crisis. These amendments promote early resolution, clarity in
communication, and the submission of actual evidence, ultimately benefiting and protecting both
homeowners and contractors. | urge you to support and pass this legislation to enhance the fairness and
efficiency of the construction defect resolution process in Hawaii and to curb the unnecessary and
protracted construction defect litigation that has deepened Hawaii’s housing crisis and made housing
unattainable for Hawaii’s families.

We urge you to lend your support to these amendments, and appreciate the opportunity to provide our
comments on this important matter.
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February 9, 2024

Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

| wholeheartedly SUPPORT SB 2606 & SB 2607 — RELATING TO THE CONTRACTOR REPAIR ACT
proposing changes to Hawaii's construction defect legislation, particularly the emphasis on
specificity in notice of claims, requiring actual evidence of the construction defect and
discouraging the rejection of reasonable offers. Drawing inspiration from successful models in
various states, the amendments promise to bring clarity and efficiency to the claim resolution
process. By mandating detailed descriptions of alleged defects and discouraging the rejection
of reasonable offers, homeowners and contractors can engage in transparent and productive
dialogue, significantly reducing the likelihood of ambiguous or unsubstantiated claims and
avoiding potentially significant delays to legitimate needed repairs. This approach aligns with
best practices observed in other jurisdictions and is a progressive step toward fostering a
constructive and equitable resolution framework in Hawaii.

Equally as important, recent construction defect litigation has caused two significant and
unprecedented effects on housing in Hawaii. First, broad claims have halted hundreds of new
housing units set to begin construction. Second, and more alarming, broad claims have
prohibited the ability of 1 time homebuyers to obtain a needed government backed mortgage.
Lack of clarity and lack of actual evidence of construction defects in claims has encumbered
new condominiums currently under construction. As a result, FHA, VA, Fannie Mae and Freddie
Mac have taken the position to disqualify new condominium projects with pending litigation.
Without low down payment government backed loan programs and without the 20% down
payment required by portfolio lending, most 1% time homebuyers and veterans are unfairly
precluded from purchasing. This has only further exacerbated Hawaii’s dire housing crisis.
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Hawaii’s contractors stand behind the quality projects they build, which these amendments will
allow them to equitably do and at the same time protect Hawaii’s homeowners. | strongly urge
the Committee to support these amendments for the benefit of homeowners, contractors,
homebuyers and the overall efficiency of the construction defect resolution process in our
state.

Sincerely,

M -

Damon Ishida
President
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Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I am writing to express my strong SUPPORT of SB 2606 & SB 2607 — RELATING TO
CONSTRUCTION proposing changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
relating to construction defects in housing.

These amendments are crucial for fostering a fair, transparent and efficient process for
homeowners as well as contractors in addressing construction defects. These amendments are
also critical to curbing unnecessary and protracted lawsuits that have resulted in increased
insurance costs on the new construction of much needed housing.

Equally as important, recent construction defect litigation has had an unprecedented effect on
15t time homebuyers’ ability to obtain a needed government backed mortgage. This has only
further exacerbated Hawaii’s housing crisis. Lack of clarity and actual evidence of construction
defect claims have encumbered not only completed homes but new condominiums currently
under construction as well. As a result, FHA, VA, Fannie Mae and Freddie Mac have taken the
position to rescind lending approvals on new condominium projects with pending litigation.
Without low down payment government backed loan programs and without the 20% down
payment required by portfolio lending, most 1% time homebuyers and veterans are unfairly
preempted from purchasing.

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the construction
defect in the notice of claim with particularity and specificity is a crucial improvement. This
requirement ensures that both parties have a clear understanding of the issues at hand,



facilitating more effective communication, transparency and accuracy and reducing the
likelihood of misunderstandings and frivolous or unsubstantiated claims. The amendments
seek to clarify and strengthen the prelitigation notice requirements consistent with other states
that have adopted similar legislation (California, Colorado, Nevada, Florida) to decrease the
number of unsubstantiated claims, encourage early resolution of claims, and reduce the cost of
housing and insurance. Clear and detailed notice helps contractors pinpoint the alleged issues,
enabling them to address the concerns more effectively and efficiently.

2. Evidence Submission Promotes Transparency and Efficient Resolution of Claims: Requiring
claimants to provide actual evidence of the construction defect, such as expert reports,
photographs, videotapes, and testing results, promotes transparency and helps validate
construction defect claims. This provision ensures that contractors have access to
comprehensive information, promoting fairness and informed decision-making during the
resolution process and preventing disputes over the validity of claims, leading to more efficient
and effective resolution of construction defect issues. With respect to construction defect
claims, this process allows for quicker resolutions and a more accurate assessment of the
damages. This benefits contractors and homeowners by providing a basis for a more precise
and effective remedy.

3. Amending the Process and Timeframe re Inspection and Repairs Provides More Certainty:
By amending the process and timeframe for inspection and repairs, both contractors and
homeowners will have more certainty. Establishing clear guidelines and timelines for
inspections and repairs can help prevent delays and disputes, providing all parties involved with
a clear understanding of the steps and timeframe for resolution. This increased certainty can
lead to a more efficient and timely resolution of construction defect claims.

4. Limiting Recovery and Foreclosing Attorney’s Fees When Offers are Unreasonably Rejected
Ensures Fairness and Efficient Resolution of Claims: Limiting recovery and foreclosing
attorney’s fees when a proposal to inspect or an offer of repair is unreasonably rejected will
result in quicker and fairer resolution of construction defect claims. This provision discourages
the rejection of reasonable offers and promotes a more efficient resolution process by
preventing unnecessary delays and costly disputes. It also helps to prevent the escalation of
legal costs, contributing to a more efficient and cost-effective resolution of construction defect
issues.

5. The Amendments will Help Resolve Claims Without Costly and Lengthy Legal Action by
Allowing Contractors to Address the Specific Issue Being Raised. The amendments will allow
contractors to address the specific issue raised by homeowners. The legislation gives both
homeowners and contractors an opportunity to reduce claims without costly and lengthy legal
action helping to avoid potentially significant delays to much needed repairs. The amount of
construction defect litigation in our state has reached a dire tipping point as evidenced by rising
insurance costs, increased housing costs and the unavailability of government backed loans
(FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos with litigation, all of which preclude
countless 1% time homebuyers from purchasing homes.



In conclusion, the proposed changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
represent a thoughtful and balanced approach to more effectively address construction defects
in housing and in turn help address Hawaii’s housing crisis. These amendments promote early
resolution, clarity in communication, and the submission of actual evidence, ultimately
benefiting and protecting both homeowners and contractors. | urge you to support and pass
this legislation to enhance the fairness and efficiency of the construction defect resolution
process in Hawaii and to curb the unnecessary and protracted construction defect litigation
that has deepened Hawaii’s housing crisis and made housing unattainable for Hawaii’s families.

| urge you to lend your support to these amendments.
Sincerely,

Charles Dickey
President
Tru-Door Hawaii, Inc.



New Homes < Renovations ° Custom Kitchens & Baths

To the Honorable,

Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection

RE: In Regards to SB 2606 & SB 2607 - New Home Construction
Hearing Date: 2-14-2024 at 9:30am
Conference Room 229, State Capitol

Good day Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I want to express my support for House Bill 2213 — In regards to the Contractors Repair Act proposing changes to
Hawaii's construction defect legislation, particularly the emphasis on specificity in notice of claims, requiring actual
evidence of the construction defect and discouraging the rejection of reasonable offers. Drawing inspiration from
successful models in various states, the amendments promise to bring clarity and efficiency to the claim resolution
process. By mandating detailed descriptions of alleged defects and discouraging the rejection of reasonable offers,
homeowners and contractors can engage in transparent and productive dialogue, significantly reducing the
likelihood of ambiguous or unsubstantiated claims and avoiding potentially significant delays to legitimate needed
repairs. This approach aligns with best practices observed in other jurisdictions and is a progressive step toward
fostering a constructive and equitable resolution framework in Hawaii.

Equally as important, recent construction defect litigation has caused two significant and unprecedented effects on
housing in Hawaii. First, broad claims have halted hundreds of new housing units set to begin construction.
Second, and more alarming, broad claims have prohibited the ability of first time homebuyers to obtain a needed
government backed mortgage. Lack of clarity and lack of actual evidence of construction defects in claims has
encumbered new condominiums currently under construction. As a result, FHA, VA, Fannie Mae and Freddie Mac
have taken the position to disqualify new condominium projects with pending litigation. Without low down
payment government backed loan programs and without the 20% down payment required by portfolio lending,
most 1+ time homebuyers and veterans are unfairly precluded from purchasing. This has only further exacerbated
Hawaii’s dire housing crisis.

Our Company has worked with DR Horton Hawaii, Castle & Cooke Homes as well as many other developers and
have never had any major warranty issues. Hawaii’s contractors stand behind the quality projects we build with
trained Union labor which these amendments will allow us to equitably do and at the same time protect Hawaii’s
homeowners. |strongly urge the Committee to support these amendments for the benefit of homeowners,
contractors, homebuyers and the overall efficiency of the construction defect resolution process in our State.

Sincerely,

11T —

Guy Taylor
RME Z Contractors Inc.

415 South Street Suite 4101 Honolulu HI 96813 808-262-7822 License # BC 18884
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February 12, 2024

Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE:  SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I wholeheartedly SUPPORT SB 2606 & SB 2607 — RELATING TO THE CONTRACTOR
REPAIR ACT proposing changes to Hawaii's construction defect legislation, particularly
the emphasis on specificity in notice of claims, requiring actual evidence of the
construction defect and discouraging the rejection of reasonable offers. Drawing
inspiration from successful models in various states, the amendments promise to bring
clarity and efficiency to the claim resolution process. By mandating detailed
descriptions of alleged defects and discouraging the rejection of reasonable offers,
homeowners and contractors can engage in transparent and productive dialogue,
significantly reducing the likelihood of ambiguous or unsubstantiated claims and
avoiding potentially significant delays to legitimate needed repairs. This approach aligns
with best practices observed in other jurisdictions and is a progressive step toward
fostering a constructive and equitable resolution framework in Hawaii.

Equally as important, recent construction defect litigation has caused two significant
and unprecedented effects on housing in Hawaii. First, broad claims have halted
hundreds of new housing units set to begin construction. Second, and more alarming,
broad claims have prohibited the ability of 1°t time homebuyers to obtain a needed
government backed mortgage. Lack of clarity and lack of actual evidence of
construction defects in claims has encumbered new condominiums currently under
construction. As a result, FHA, VA, Fannie Mae and Freddie Mac have taken the position
to disqualify new condominium projects with pending litigation. Without low down
payment government backed loan programs and without the 20% down payment
required by portfolio lending, most 1% time homebuyers and veterans are unfairly
precluded from purchasing. This has only further exacerbated Hawaii’s dire housing
crisis.

“An Equal Employment Opportunity Employer”

Royal Contracting Co Ltd e 1002 Puuwai Street e Honolulu, Hawaii 96819 e (808) 839-9006 e Fax (808) 839-7571



Hawaii’s contractors stand behind the quality projects they build, which these
amendments will allow them to equitably do and at the same time protect Hawaii’s
homeowners. | strongly urge the Committee to support these amendments for the
benefit of homeowners, contractors, homebuyers and the overall efficiency of the
construction defect resolution process in our state.

Darian Chun
Project Manager

“An Equal Employment Opportunity Employer”
Royal Contracting Co Ltd e 1002 Puuwai Street e Honolulu, Hawaii 96819 e (808) 839-9006 e Fax (808) 839-7571



BUILD LIVE

February 14, 2024

Committee: Senate Committee on Commerce and Consumer Protection
Bill Number: SB 2606 Relating to Construction

Hearing Date and Time: February 14, 2024, 9:30am

Re: Testimony of HPM Building Supply in Support

Aloha Chair Keohokalole, Vice Chair Fukunaga and members of the Committee,

We write in strong support of SB 2606. This bill is an important step towards creating a fair, transparent,
and efficient process for homeowners as well as contractors in addressing construction defects. These
amendments are also critical to curbing unnecessary and protracted lawsuits that have resulted in
increased insurance costs on the new construction of much needed housing.

HPM Building Supply is a 100% employee-owned company serving Hawaii's home improvement market
and building industry for over 100 years since 1921. With 18 locations across Hawaii and Washington
State, HPM offers various services and products, including retail stores, building supply and lumber
yards, home design centers, drafting and design services, and manufacturing facilities. HPM is dedicated
to enhancing homes, improving lives, and transforming communities one home at a time.

As a building material and home plan supplier to both homeowners and contractors alike, this bill has
direct impact on the communities we serve. Recent construction defect litigation has now impacted 15t
time homebuyers’ ability to obtain government backed mortgages, furthering Hawaii’s already urgent
housing crisis. Lack of clarity and actual evidence of construction defect claims have encumbered new
condominiums currently under construction. As a result, FHA, VA, Fannie Mae and Freddie Mac have
taken the position to disqualify new condominium projects with pending litigation. This situation is also
being applied to production home builders who are building turn-key communities. Without low down
payment government backed loan programs and without the 20% down payment required by portfolio
lending, most 15t time homebuyers and veterans are unfairly foreclosed from purchasing.

Home production has already halted with 800 homes/condos in litigation across the State. The lawsuits
are also increasing the cost of construction with increased insurance costs, required underwriting of
legal costs and award/settlement risk, and redesigns of structures. Estimates on costs are as follows:
e Increase in insurance, $1,500/unit
e Increase in design/construction
o Significant increase in cost to construct home
o Additional $93-$133/mo in mortgage payment at a 7% interest rate
o Additional $282 to $403/mo in household income required.

Hawaii’s contractors stand behind the quality projects they build, which these amendments will allow them
to equitably do and at the same time protect Hawaii's homeowners. We need housing to continue in
Hawaii and not to be further stymied by court cases or unnecessary legal claims.

Mahalo for the opportunity to submit testimony in support of SB 2606. | strongly urge the Committee to
support these amendments for the benefit of homeowners, contractors, homebuyers and the overall
efficiency of the construction defect resolution process in our state.

Sincerely,
/}»7&@ _d
Dennis Lin BUILDING SUPPLY

Community Relations Administrator

(808) 966-5466 « FAX (808) 966-7564
16-166 MELEKAHIWA STREET « KEAAU, HAWAII 96749

HPMHAWAII.COM




JAYAR CONSTRUCTION, INC.

1176 Sand Island Parkway v Honolulu, Hawaii 96819
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Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I am writing to express my strong SUPPORT of SB 2606 & SB 2607 — RELATING TO
CONSTRUCTION proposing changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
relating to construction defects in housing.

These amendments are crucial for fostering a fair, transparent and efficient process for
homeowners as well as contractors in addressing construction defects. These amendments are
also critical to curbing unnecessary and protracted lawsuits that have resulted in increased
insurance costs on the new construction of much needed housing.

Equally as important, recent construction defect litigation has had an unprecedented effect on
1t time homebuyers’ ability to obtain a needed government backed mortgage. This has only
further exacerbated Hawaii’s housing crisis. Lack of clarity and actual evidence of construction
defect claims have encumbered not only completed homes but new condominiums currently
under construction as well. As a result, FHA, VA, Fannie Mae and Freddie Mac have taken the
position to rescind lending approvals on new condominium projects with pending litigation.
Without low down payment government backed loan programs and without the 20% down
payment required by portfolio lending, most 15t time homebuyers and veterans are unfairly
preempted from purchasing.

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the construction
defect in the notice of claim with particularity and specificity is a crucial improvement. This
requirement ensures that both parties have a clear understanding of the issues at hand,
facilitating more effective communication, transparency and accuracy and reducing the
likelihood of misunderstandings and frivolous or unsubstantiated claims. The amendments
seek to clarify and strengthen the prelitigation notice requirements consistent with other states
that have adopted similar legislation (California, Colorado, Nevada, Florida) to decrease the
number of unsubstantiated claims, encourage early resolution of claims, and reduce the cost of
housing and insurance. Clear and detailed notice helps contractors pinpoint the alleged issues,
enabling them to address the concerns more effectively and efficiently.



2. Evidence Submission Promotes Transparency and Efficient Resolution of Claims: Requiring
claimants to provide actual evidence of the construction defect, such as expert reports,
photographs, videotapes, and testing results, promotes transparency and helps validate
construction defect claims. This provision ensures that contractors have access to
comprehensive information, promoting fairness and informed decision-making during the
resolution process and preventing disputes over the validity of claims, leading to more efficient
and effective resolution of construction defect issues. With respect to construction defect
claims, this process allows for quicker resolutions and a more accurate assessment of the
damages. This benefits contractors and homeowners by providing a basis for a more precise
and effective remedy.

3. Amending the Process and Timeframe re Inspection and Repairs Provides More Certainty:
By amending the process and timeframe for inspection and repairs, both contractors and
homeowners will have more certainty. Establishing clear guidelines and timelines for
inspections and repairs can help prevent delays and disputes, providing all parties involved with
a clear understanding of the steps and timeframe for resolution. This increased certainty can
lead to a more efficient and timely resolution of construction defect claims.

4. Limiting Recovery and Foreclosing Attorney’s Fees When Offers are Unreasonably Rejected
Ensures Fairness and Efficient Resolution of Claims: Limiting recovery and foreclosing
attorney’s fees when a proposal to inspect or an offer of repair is unreasonably rejected will
result in quicker and fairer resolution of construction defect claims. This provision discourages
the rejection of reasonable offers and promotes a more efficient resolution process by
preventing unnecessary delays and costly disputes. It also helps to prevent the escalation of
legal costs, contributing to a more efficient and cost-effective resolution of construction defect
issues.

5. The Amendments will Help Resolve Claims Without Costly and Lengthy Legal Action by
Allowing Contractors to Address the Specific Issue Being Raised. The amendments will allow
contractors to address the specific issue raised by homeowners. The legislation gives both
homeowners and contractors an opportunity to reduce claims without costly and lengthy legal
action helping to avoid potentially significant delays to much needed repairs. The amount of
construction defect litigation in our state has reached a dire tipping point as evidenced by rising
insurance costs, increased housing costs and the unavailability of government backed loans
(FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos with litigation, all of which preclude
countless 1%t time homebuyers from purchasing homes.

In conclusion, the proposed changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
represent a thoughtful and balanced approach to more effectively address construction defects
in housing and in turn help address Hawaii’s housing crisis. These amendments promote early
resolution, clarity in communication, and the submission of actual evidence, ultimately
benefiting and protecting both homeowners and contractors. | urge you to support and pass
this legislation to enhance the fairness and efficiency of the construction defect resolution



process in Hawaii and to curb the unnecessary and protracted construction defect litigation
that has deepened Hawaii’s housing crisis and made housing unattainable for Hawaii’'s families.

| urge you to lend your support to these amendments.

Sincerely,~

A
Aaron M. Yahiku, P.E.
President






STANFORD CARR DEVELOPMENT, LLC

* February 12, 2024

The Honorable Jarrett Keohokalole, Chair
The Honorable Carol Fukunaga, Vice Chair
and Members of the Senate Committee on Commerce and Consumer Protection

Re: Testimony -  SB 2606, Relating to Construction
SB 2607 Relating to Construction
Hearing: February 14, 2024 at 9:30 AM
Conference Room 229

Dear Chair Keohokalole, Vice Chair Fukunaga and Committee Members:

Stanford Carr Development (SCD) is writing to collectively support SB 2606 and SB 2607
that propose to establish additional requirements for notices of claims of construction
defects and further revises the defect claims process.

The existing Contractor Repair Act §672E-3 requires 90-day advance notice prior to filing a
legal complaint and for the claim to be described in detail. However, claims are often
broad and vague. We support the proposed amendments that require additional
specificity to the details of the alleged defect prior to the filing a legal complaint for the
recovery of damages. We also support the proposed changes to HRS §672E-4 requiring the
claimant and the contractor to cooperate in the timely facilitation of an inspection and the
potential to repair without engaging in litigation.

While Bills 2607 and 2607 appear to burden consumers with added requirements when
seeking relief from defective workmanship, in fact the bill protects consumers from costly
litigation advised by legal counsels who purport to protect their clients” interest, but serve
only their own.

Time and time again, our firm has witnessed arbitrary and capricious complaints of vaguely
described construction defects authored by perennial “legal” firms seeking to deplete
entire insurance policies under the guise of protecting their client — often capturing most
settlements as attorney fees for themselves, leaving their clients to fund the repairs, if any,
via special assessments, e.g., Kehalani Gardens.

The myth of the greedy developer providing shotty workmanship or otherwise unworthy
products has captured the fears of home-buyers and law-makers alike, transforming the
process of contractor repair into a cacophony of multi-million-dollar legal battles that
largely ignore whether the alleged complaint itself is relieved.

27TH FLOOR +« HONOLULU, HAWAII 96813

21« WEBSITE www.stanfordcarr.com



The Honorable Jarrett Keohokalole, Chair February 12, 2024
The Honorable Carol Fukunaga, Vice Chair
Page 2

In addition to the legal armaments developers and contractors must now employ when
inspecting complaints of alleged defects, and the fact that alleged defects are often not
repaired after such a settlement, the insurance markets have taken notice. Over the
course of the last two decades, insurance premiums for General Liability policies - those
which protect a contractor or developer from legal action such as described above — have
grown exorbitantly relative to the cost of construction if providers are willing to insure at
all.

Over time, barring a change to this trend, eventually it will be financially impossible to
insure, and therefore build, medium density for-sale housing such as duplexes,
townhouses, or low-rise multi-family. An entire generation of malfeasance on the part of
over-zealous attorneys reaping the benefits of uninformed homeowner’s associations
coupled with a

de minimis, albeit legitimate, volume of material construction defects is leading to an era
in which the most affordable type of housing one could build or buy, is too risky.

Large scale multi-family projects have greatly decreased in the last 20 years, leading to the
lion’s share of new housing entrenched in single-family or high-rise development. The
abuse of the Contractor Repair Act in its current state is a powerful influence in that trend,
and will continue to be absent of legislation such as this. As a developer for over 30 years,
who always warrants our workmanship, and on behalf of others like myself or young men
and women born in the state looking to stay in the state provided they can afford to do so,
we simply request an opportunity to remedy in good faith rather than waste precious time
and money enriching attorneys.

Thank you for the opportunity to offer comments on this measure.

Respectfully,

Stanford S. Carr
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Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I am writing to express my strong SUPPORT of SB 2606 & SB 2607 — RELATING TO
CONSTRUCTION proposing changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
relating to construction defects in housing.

These amendments are crucial for fostering a fair, transparent and efficient process for
homeowners as well as contractors in addressing construction defects. These amendments are
also critical to curbing unnecessary and protracted lawsuits that have resulted in increased
insurance costs on the new construction of much needed housing.

Equally as important, recent construction defect litigation has had an unprecedented effect on
1% time homebuyers’ ability to obtain a needed government backed mortgage. This has only
further exacerbated Hawaii’s housing crisis. Lack of clarity and actual evidence of construction
defect claims have encumbered not only completed homes but new condominiums currently
under construction as well. As a result, FHA, VA, Fannie Mae and Freddie Mac have taken the
position to rescind lending approvals on new condominium projects with pending litigation.
Without low down payment government backed loan programs and without the 20% down
payment required by portfolio lending, most 1% time homebuyers and veterans are unfairly
preempted from purchasing.

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the construction
defect in the notice of claim with particularity and specificity is a crucial improvement. This
requirement ensures that both parties have a clear understanding of the issues at hand,
facilitating more effective communication, transparency and accuracy and reducing the
likelihood of misunderstandings and frivolous or unsubstantiated claims. The amendments
seek to clarify and strengthen the prelitigation notice requirements consistent with other states



that have adopted similar legislation (California, Colorado, Nevada, Florida) to decrease the
number of unsubstantiated claims, encourage early resolution of claims, and reduce the cost of
housing and insurance. Clear and detailed notice helps contractors pinpoint the alleged issues,
enabling them to address the concerns more effectively and efficiently.

2. Evidence Submission Promotes Transparency and Efficient Resolution of Claims: Requiring
claimants to provide actual evidence of the construction defect, such as expert reports,
photographs, videotapes, and testing results, promotes transparency and helps validate
construction defect claims. This provision ensures that contractors have access to
comprehensive information, promoting fairness and informed decision-making during the
resolution process and preventing disputes over the validity of claims, leading to more efficient
and effective resolution of construction defect issues. With respéct to construction defect
claims, this process allows for quicker resolutions and a more accurate assessment of the
damages. This benefits contractors and homeowners by providing a basis for a more precise
and effective remedy.

3. Amending the Process and Timeframe re Inspection and Repairs Provides More Certainty:
By amending the process and timeframe for inspection and repairs, both contractors and
homeowners will have more certainty. Establishing clear guidelines and timelines for
inspections and repairs can help prevent delays and disputes, providing all parties involved with
a clear understanding of the steps and timeframe for resolution. This increased certainty can
lead to a more efficient and timely resolution of construction defect claims.

4. Limiting Recovery and Foreclosing Attorney’s Fees When Offers are Unreasonably Rejected
Ensures Fairness and Efficient Resolution of Claims: Limiting recovery and foreclosing
attorney’s fees when a proposal to inspect or an offer of repair is unreasonably rejected will
result in quicker and fairer resolution of construction defect claims. This provision discourages
the rejection of reasonable offers and promotes a more efficient resolution process by
preventing unnecessary delays and costly disputes. It also helps to prevent the escalation of
legal costs, contributing to a more efficient and cost-effective resolution of construction defect
issues.

5. The Amendments will Help Resolve Claims Without Costly and Lengthy Legal Action by
Allowing Contractors to Address the Specific Issue Being Raised. The amendments will allow
contractors to address the specific issue raised by homeowners. The legislation gives both
homeowners and contractors an opportunity to reduce claims without costly and lengthy legal
action helping to avoid potentially significant delays to much needed repairs. The amount of
construction defect litigation in our state has reached a dire tipping point as evidenced by rising
insurance costs, increased housing costs and the unavailability of government backed loans
(FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos with litigation, all of which preclude
countless 1°** time homebuyers from purchasing homes.



In conclusion, the proposed changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
represent a thoughtful and balanced approach to more effectively address construction defects
in housing and in turn help address Hawaii’s housing crisis. These amendments promote early
resolution, clarity in communication, and the submission of actual evidence, ultimately
benefiting and protecting both homeowners and contractors. | urge you to support and pass
this legislation to enhance the fairness and efficiency of the construction defect resolution
process in Hawaii and to curb the unnecessary and protracted construction defect litigation
that has deepened Hawaii’s housing crisis and made housing unattainable for Hawaii’s families.

I urge you to lend your support to these amendments.

Sincerely
/W\M ‘/?/\/\/\/1/9 (MW

Wendy/Schmerbauch
Branch Manager
Foundation Building Materials, LLC
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Senator Jarrett Keohokalole, Chair
Senator Carol Fukunaga, Vice Chair

NOTICE OF HEARING

DATE: Wednesday, February 14, 2024
TIME: 9:30 a.m.
PLACE: Conference Room 229

State Capitol

415 South Beretania Street

TIESTIMONY ON SB2606

TO THE HONORABLE CHAIR JARRETT KEOHOKALOLE, VICE CHAIR CAROL FUKUNAGA AND
MEMBERS OF THE SENATE COMMITTEE ON COMMERCE AND CONSUMER PROTECTION:

Hawaii LECET is a labor-management partnership between the Hawaii Laborers’ International
Union of North America, Local 368, its 5000+ members and its 250+ unionized contractors. The
Laborers' International Union of North America is the largest intfernational construction frade
union in the United States and Canada.

Mahalo for the opportunity to testify in support of SB2606, Relating to Construction, which
establishes requirements for notices of claims of construction defects. This bill sets forth clear,
specific steps and affirms the process of submitting a claim against a contractor for construction,
design, or remodeling defects. These requirements will ensure that the process is clear, uniform
and fair for both parties. Thank you for your consideration.

With Respect,

Hawaii Laborers-Employers Cooperation and Education Trust

HONOLULU, HAWAII

LOCAL 501
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Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I wholeheartedly SUPPORT SB 2606 & SB 2607 — RELATING TO THE CONTRACTOR REPAIR
ACT proposing changes to Hawaii's construction defect legislation, particularly the emphasis on
specificity in notice of claims, requiring actual evidence of the construction defect and discouraging the
rejection of reasonable offers. Drawing inspiration from successful models in various states, the
amendments promise to bring clarity and efficiency to the claim resolution process. By mandating
detailed descriptions of alleged defects and discouraging the rejection of reasonable offers, homeowners
and contractors can engage in transparent and productive dialogue, significantly reducing the likelihood
of ambiguous or unsubstantiated claims and avoiding potentially significant delays to legitimate needed
repairs. This approach aligns with best practices observed in other jurisdictions and is a progressive step
toward fostering a constructive and equitable resolution framework in Hawaii.

Equally as important, recent construction defect litigation has caused two significant and unprecedented
effects on housing in Hawaii. First, broad claims have halted hundreds of new housing units set to begin
construction. Second, and more alarming, broad claims have prohibited the ability of 15t time
homebuyers to obtain a needed government backed mortgage. Lack of clarity and lack of actual
evidence of construction defects in claims has encumbered new condominiums currently under
construction. As a result, FHA, VA, Fannie Mae and Freddie Mac have taken the position to disqualify
new condominium projects with pending litigation. Without low down payment government backed

‘loan programs and without the 20% down payment required by portfolio lending, most 1% time
homebuyers and veterans are unfairly precluded from purchasing. This has only further exacerbated
Hawaii’s dire housing crisis.

Hawaii’s contractors stand behind the quality projects they build, which these amendments will allow
them to equitably do and at the same time protect Hawaii’s homeowners. I strongly urge the Committee

1
1
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CONSTRUCTION LLC

to support these amendments for the benefit of homeowners, contractors, homebuyers and the overall
efficiency of the construction defect resolution process in our state.

Alex M won
President

94-481 Akoki Street Waipahu, Hawaii 96797 Tel. 847-1646 Fax 847-1647
www.paradigmhi.com
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February 9, 2024
TESTIMONY SUBMITTED ONLINE

Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I am writing to express my strong SUPPORT of SB 2606 & SB 2607 — RELATING TO THE CONTRACTOR
REPAIR ACT proposing changes to Section 672E-3 and -4 of the Hawaii Revised Statutes relating to construction
defects in housing. The primary reason for my support is the emphasis on protecting both contractors, homeowners
and now 1st time homebuyers by requiring specificity in the notice of claim, establishing clear guidelines and
timelines for inspections and repairs and discouraging the rejection of reasonable offers. These protections are
pivotal to streamline the claim resolution process and mitigate the unnecessary legal disputes that have aggravated
Hawaii’s housing crisis and made housing unattainable for Hawaii’s families.

Recent construction defect litigation has now impacted 1st time homebuyers’ ability to obtain a needed government
backed mortgage, further deepening Hawaii’s housing crisis. Lack of clarity and actual evidence of construction
defect claims have encumbered new condominiums currently under construction. As a result, FHA, VA, Fannie
Mae and Freddie Mac have taken the position to disqualify new condominium projects with pending litigation.
Without low down payment government backed loan programs and without the 20% down payment required by
portfolio lending, most 1st time homebuyers and veterans are unfairly foreclosed from purchasing.

The legislation’s emphasis on detailing the construction defect in the notice of claim with particularity and
specificity is a crucial improvement. This requirement ensures that both parties have a clear understanding of the
actual issue at hand supporting the core intent of HRS Section 672E. The proposed amendments will also facilitate
more effective communication, transparency and accuracy in the process, thus reducing the likelihood of
misunderstandings and frivolous or unsubstantiated claims that have now affected access to critically important
FHA, VA, Fannie Mae and Freddie Mac loan programs. Requiring claimants to provide actual evidence of the
construction defect promotes transparency and helps validate construction defect claims. This benefits both
contractors and homeowners by providing a basis for a more precise, timely and effective remedy, without litigation.
It will also provide a basis upon which mortgage lending on new housing under construction, without legitimate
evidence of a construction defect, could continue offering much needed government backed loans.



Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
February 9, 2024
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In conclusion, the proposed changes align with the principles of proactive conflict resolution, promoting a
collaborative approach to addressing construction defects in Hawaii. The proposed changes are pivotal to
streamline the resolution process and mitigate the deluge of unnecessary legal disputes that have directly affected
Ist time homebuyers’ and veterans’ ability to obtain a low down payment FHA, VA, Fannie Mae or Freddie Mac
loan and that have only deepened Hawaii’s housing crisis and made housing further beyond reach for Hawaii’s
families.

I urge you to lend your support to these amendments.

Sincerely,

GRAY, HONG, NOJIMA & ASSOCIATES, INC.

Michael H. Nojima, PE, LEED AP
Vice President
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Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE:  SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

| am writing to express my strong SUPPORT of SB 2606 & SB 2607 — RELATING TO
CONSTRUCTION proposing changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
relating to construction defects in housing.

These amendments are crucial for fostering a fair, transparent and efficient process for
homeowners as well as contractors in addressing construction defects. These amendments are
also critical to curbing unnecessary and protracted lawsuits that have resulted in increased
insurance costs on the new construction of much needed housing.

Equally as important, recent construction defect litigation has had an unprecedented effect on
15t time homebuyers’ ability to obtain a needed government backed mortgage. This has only
further exacerbated Hawaii’s housing crisis. Lack of clarity and actual evidence of construction
defect claims have encumbered not only completed homes but new condominiums currently
under construction as well. As a result, FHA, VA, Fannie Mae and Freddie Mac have taken the
position to rescind lending approvals on new condominium projects with pending litigation.
Without low down payment government backed loan programs and without the 20% down
payment required by portfolio lending, most 15t time homebuyers and veterans are unfairly
preempted from purchasing.

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the construction
defect in the notice of claim with particularity and specificity is a crucial improvement. This
requirement ensures that both parties have a clear understanding of the issues at hand,
facilitating more effective communication, transparency and accuracy and reducing the



likelihood of misunderstandings and frivolous or unsubstantiated claims. The amendments
seek to clarify and strengthen the prelitigation notice requirements consistent with other states
that have adopted similar legislation (California, Colorado, Nevada, Florida) to decrease the
number of unsubstantiated claims, encourage early resolution of claims, and reduce the cost of
housing and insurance. Clear and detailed notice helps contractors pinpoint the alleged issues,
enabling them to address the concerns more effectively and efficiently.

2. Evidence Submission Promotes Transparency and Efficient Resolution of Claims: Requiring
claimants to provide actual evidence of the construction defect, such as expert reports,
photographs, videotapes, and testing results, promotes transparency and helps validate
construction defect claims. This provision ensures that contractors have access to
comprehensive information, promoting fairness and informed decision-making during the
resolution process and preventing disputes over the validity of claims, leading to more efficient
and effective resolution of construction defect issues. With respect to construction defect
claims, this process allows for quicker resolutions and a more accurate assessment of the
damages. This benefits contractors and homeowners by providing a basis for a more precise
and effective remedy.

3. Amending the Process and Timeframe re Inspection and Repairs Provides More Certainty:
By amending the process and timeframe for inspection and repairs, both contractors and
homeowners will have more certainty. Establishing clear guidelines and timelines for
inspections and repairs can help prevent delays and disputes, providing all parties involved with
a clear understanding of the steps and timeframe for resolution. This increased certainty can
lead to a more efficient and timely resolution of construction defect claims.

4. Limiting Recovery and Foreclosing Attorney’s Fees When Offers are Unreasonably Rejected
Ensures Fairness and Efficient Resolution of Claims: Limiting recovery and foreclosing
attorney’s fees when a proposal to inspect or an offer of repair is unreasonably rejected will
result in quicker and fairer resolution of construction defect claims. This provision discourages
the rejection of reasonable offers and promotes a more efficient resolution process by
preventing unnecessary delays and costly disputes. It also helps to prevent the escalation of
legal costs, contributing to a more efficient and cost-effective resolution of construction defect
issues.

5. The Amendments will Help Resolve Claims Without Costly and Lengthy Legal Action by
Allowing Contractors to Address the Specific Issue Being Raised. The amendments will allow
contractors to address the specific issue raised by homeowners. The legislation gives both
homeowners and contractors an opportunity to reduce claims without costly and lengthy legal
action helping to avoid potentially significant delays to much needed repairs. The amount of
construction defect litigation in our state has reached a dire tipping point as evidenced by rising
insurance costs, increased housing costs and the unavailability of government backed loans
(FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos with litigation, all of which preclude
countless 1%t time homebuyers from purchasing homes.



In conclusion, the proposed changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
represent a thoughtful and balanced approach to more effectively address construction defects
in housing and in turn help address Hawaii’s housing crisis. These amendments promote early
resolution, clarity in communication, and the submission of actual evidence, ultimately
benefiting and protecting both homeowners and contractors. | urge you to support and pass
this legislation to enhance the fairness and efficiency of the construction defect resolution
process in Hawaii and to curb the unnecessary and protracted construction defect litigation
that has deepened Hawaii’s housing crisis and made housing unattainable for Hawaii’s families.

| urge you to lend your support to these amendments.

L/ZJ

John Mendonca

President

Sincerely,
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Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

| am writing to express my strong SUPPORT of HB 2213 — RELATING TO THE CONTRACTOR
REPAIR ACT proposing changes to Section 672E-3 and -4 of the Hawaii Revised Statutes relating
to construction defects in housing.

These amendments are crucial for fostering a fair, transparent and efficient process for
homeowners as well as contractors in addressing construction defects. These amendments are
also critical to curbing unnecessary and protracted lawsuits that have resulted in increased
insurance costs on the new construction of much needed housing. These increases in insurance
cost eventually get passed on to buyers which leads to increased home prices in Hawaii, making
it more and more difficult for residents to buy homes.

Most importunately, recent construction defect litigation has had an unprecedented effect on
15t time homebuyers’ ability to obtain a needed government backed mortgage. This has only
further exacerbated Hawaii’s housing crisis. Lack of clarity and actual evidence of construction
defect claims have encumbered not only completed homes but new condominiums currently
under construction as well. As a result, FHA, VA, Fannie Mae and Freddie Mac have taken the
position to rescind lending approvals on new condominium projects with pending litigation.
Without low down payment government backed loan programs and without the 20% down
payment required by portfolio lending, most 1% time homebuyers and veterans are unfairly
preempted from purchasing.

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the construction
defect in the notice of claim with particularity and specificity is a crucial improvement. This
requirement ensures that both parties have a clear understanding of the issues at hand,



facilitating more effective communication, transparency and accuracy and reducing the
likelihood of misunderstandings and frivolous or unsubstantiated claims. The amendments
seek to clarify and strengthen the prelitigation notice requirements consistent with other states
that have adopted similar legislation (California, Colorado, Nevada, Florida) to decrease the
number of unsubstantiated claims, encourage early resolution of claims, and reduce the cost of
housing and insurance. Clear and detailed notice helps contractors pinpoint the alleged issues,
enabling them to address the concerns more effectively and efficiently.

2. Evidence Submission Promotes Transparency and Efficient Resolution of Claims: Requiring
claimants to provide actual evidence of the construction defect, such as expert reports,
photographs, videotapes, and testing results, promotes transparency and helps validate
construction defect claims. This provision ensures that contractors have access to
comprehensive information, promoting fairness and informed decision-making during the
resolution process and preventing disputes over the validity of claims, leading to more efficient
and effective resolution of construction defect issues. With respect to construction defect
claims, this process allows for quicker resolutions and a more accurate assessment of the
damages. This benefits contractors and homeowners by providing a basis for a more precise
and effective remedy.

3. Amending the Process and Timeframe re Inspection and Repairs Provides More Certainty:
By amending the process and timeframe for inspection and repairs, both contractors and
homeowners will have more certainty. Establishing clear guidelines and timelines for
inspections and repairs can help prevent delays and disputes, providing all parties involved with
a clear understanding of the steps and timeframe for resolution. This increased certainty can
lead to a more efficient and timely resolution of construction defect claims.

4. Limiting Recovery and Foreclosing Attorney’s Fees When Offers are Unreasonably Rejected
Ensures Fairness and Efficient Resolution of Claims: Limiting recovery and foreclosing
attorney’s fees when a proposal to inspect or an offer of repair is unreasonably rejected will
result in quicker and fairer resolution of construction defect claims. This provision discourages
the rejection of reasonable offers and promaotes a more efficient resolution process by
preventing unnecessary delays and costly disputes. It also helps to prevent the escalation of
legal costs, contributing to a more efficient and cost-effective resolution of construction defect
issues.

5. The Amendments will Help Resolve Claims Without Costly and Lengthy Legal Action by
Allowing Contractors to Address the Specific Issue Being Raised. The amendments will allow
contractors to address the specific issue raised by homeowners. The legislation gives both
homeowners and contractors an opportunity to reduce claims without costly and lengthy legal
action helping to avoid potentially significant delays to much needed repairs. The amount of
construction defect litigation in our state has reached a dire tipping point as evidenced by rising
insurance costs, increased housing costs and the unavailability of government backed loans
(FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos with litigation, all of which preclude
countless 1% time homebuyers from purchasing homes.



In conclusion, the proposed changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
represent a thoughtful and balanced approach to more effectively address construction defects
in housing and in turn help address Hawaii’s housing crisis. These amendments promote early
resolution, clarity in communication, and the submission of actual evidence, ultimately
benefiting and protecting both homeowners and contractors. | urge you to support and pass
this legislation to enhance the fairness and efficiency of the construction defect resolution
process in Hawaii and to curb the unnecessary and protracted construction defect litigation
that has deepened Hawaii’s housing crisis and made housing unattainable for Hawaii’s families.

I urge you to lend your support to these amendments.

Sincerely,

Tyler L
Manager
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Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I am writing to express my strong SUPPORT of SB 2606 & SB 2607 — RELATING TO
CONSTRUCTION proposing changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
reiating to construction defects in housing.

These amendments are crucial for fostering a fair, transparent and efficient process for
homeowners as well as contractors in addressing construction defects. These amendments are
also critical to curbing unnecessary and protracted lawsuits that have resulted in increased
insurance costs on the new construction of much needed housing.

Even more important to Hawaii’s working families, recent construction defect litigation has had
an unprecedented effect on 1* time hamebuyers’ ability to obtain a needed government backed
mortgage. This has only further exacerbated Hawaii'’s housing crisis. Lack of clarity and actual
evidence of construction defect claims have encumbered not only completed homes but new
condominiums currently under construction as well. As 3 result, FHA, VA, Fannie Mae and
Freddie Mac have taken the position to rescind lending approvals on new condominium projects
with pending litigation. Without low down payment government backed loan programs and
without the 20% down payment required by portfolio lending, most 1 time homebuyers and
veterans are unfairly preempted from purchasing a home.,

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the construction
defect in the notice of claim with particularity and spéciﬁcity is a crucial improvement. This
requirement ensures that both parties have a clear understanding of the issues at hand,
facilitating more effective communication, transparency and accuracy and reducing the
likelihood of misunderstandings and frivolous or unsubstantiated claims. The amendments seek
to clarify and strengthen the prelitigation notice requirements consistent with other states that



have adopted similar legislation (California, Colorado, Nevada, Florida) to decrease the number
of unsubstantiated claims, encourage early resolution of claims, and reduce the cost of housing
and insurance. Clear and detailed notice helps contractors pinpoint the alleged issues, enabling
them to address the concerns more effectively and efficiently.

2. Evidence Submission Promotes Transparency and Efficient Resolution of Claims: Requiring
claimants to provide actual evidence of the construction defect, such as expert reports,
photographs, videotapes, and testing results, promotes transparency and helps validate
construction defect claims. This provision ensures that contractors have access to
comprehensive information, promoting fairness and informed decision-making during the
resolution process and preventing disputes over the validity of claims, leading to more efficient
and effective resolution of construction defect issues. With respect to construction defect
claims, this process allows for quicker resolutions and a more accurate assessment of the
damages. This benefits contractors and homeowners by providing a basis for a more precise and
effective remedy.

3. Amending the Process and Timeframe re inspection and Repairs Provides More Certainty:
By amending the process and timeframe for inspection and repairs, both contractors and
homeowners will have more certainty. Establishing clear guidelines and timelines for
inspections and repairs can help prevent delays and disputes, providing all parties involved with
a clear understanding of the steps and timeframe for resclution. This increased certainty can
lead to a more efficient and timely resolution of construction defect claims.

4. Limiting Recovery and Foreciosing Attorney’s Fees When Offers are Unreasonably Rejected
Ensures Fairness and Efficient Resolution of Claims: Limiting recovery and foreclosing
attorney’s fees when a proposal to inspect or an offer of repair is unreasonably rejected will
result in quicker and fairer resolution of construction defect claims. This provision discourages
the rejection of reasonable offers and promotes a more efficient resolution process by
preventing unnecessary delays and costly disputes. it also helps to prevent the escalaticn of
legal costs, contributing to a more efficient and cost-effective resolution of construction defect
issues.

5. The Amendments will Help Resolve Claims Without Costly and Lengthy Legal Action by
Allowing Contractors to Address the Specific Issue Being Raised. The amendments will allow
contractors to address the specific issue raised by homeowners. The legislation gives both
homeowners and contractors an opportunity to reduce ciaims without costly and iengthy legal
action helping to avoid potentially significant delays to much needed repairs. The amount of
construction defect litigation in our state has reached a dire tipping point as evidenced by rising
insurance costs, increased housing costs and the unavailability of government backed loans
(FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos with litigation, all of which preclude
countless 1* time homebuyers from purchasing homes.



In conclusion, the proposed changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
represent a thoughtful and balanced approach to more effectively address construction defects
in housing and in turn help address Hawaii’s housing crisis. These amendments promote early
resolution, clarity in communication, and the submission of actual evidence, ultimately
benefiting and protecting both homeowners and contractors. | urge you to support and pass
this legislation to enhance the fairness and efficiency of the construction defect resolution
process in Hawaii and to curb the unnecessary and protracted construction defect litigation that
has deepened Hawaii’s housing crisis and made housing unattainable for Hawaii’s families.

I urge you to lend your support to these amendments.

Sin Iy,

Fredgrick Lau
President - Fred Lau Hawaiian Landscape Co. Inc.
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Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

SB 2606 & SB 2607 - RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

I am writing to express my strong SUPPORT of SB 2606 & SB 2607 — RELATING TO
THE CONTRACTOR REPAIR ACT proposing changes to Section 672E-3 and -4 of the
Hawaii Revised Statutes relating to construction defects in housing.

R. M. Towill Corporation (RMTC) is one of the state’s largest and most experienced locally
owned engineering companies. RMTC has 120 employees with 40 licensed engineers, 12
LEED Accredited Professionals, three Envision Sustainability Professionals, three
licensed surveyors, and nine full-time planning professionals. RMTC has completed over
20,000 projects in Hawaii and throughout the Pacific Basin. This includes the
infrastructure planning and design the major residential developments on Oahu within the
past 25 years, over 300 miles of roadway in Hawaii and the Pacific, $500 million in harbor
infrastructure, and the upgrade and expansion of the largest wastewater treatment facility

in the State.

RMTC has provided its engineering cost to various housing developers, and we are
aware of all the offsite infrastructure and permitting difficulties that they already need to
overcome to provide affordable housing. Recently, there has been defect litigations that
have forced developers to put a stop to the further development of housing. This is
alarming and simply devastating to those homeowners that are waiting for a home. The
halting of housing development has a direct impact on the engineering and construction
industry. Our industry has committed manpower and incurred expenses to continue
helping developers to keep building the much-needed infrastructure needed to stop the
housing shortage. We are concerned that the ripple effect of halting housing will have on
other industries that depend on housing development.

In addition, we understand that first time homebuyers who need government backed
mortgage are unable to get these loans and are denied the opportunity to own a home
because of ongoing lawsuits.
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The amendment to the Contractor Repair Act will be vital for homeowners to deal with
construction defects in a fair and transparent manner. Homeowners need to spend less time
worrying about potential construction defects and spend more time taking care of their families.

As a well-established local Company, RMTC strongly supports the proposed changes to Section
672E-3 and -4 of the Hawaii Revised Statutes. We believe that the amendment will allow
developers to address construction defects expeditions and will eventually deter unfounded
litigations and allow Hawalii to keep chipping away at our housing crisis. We humbly ask for
your support to these amendments.

Sincerely,

e Iz

Collins Lam
Vice President
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Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 - RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I am writing to express my strong SUPPORT of SB 2606 — — RELATING TO CONSTRUCTION proposing
changes to Section 672E-3 and -4 of the Hawaii Revised Statutes relating to construction defects in housing.

These amendments are crucial for fostering a fair, transparent and efficient process for homeowners as well as
contractors in addressing construction defects. These amendments are also critical to curbing unnecessary and
protracted lawsuits that have resulted in increased insurance costs on the new construction of much needed
housing.

Equally as important, recent construction defect litigation has had an unprecedented effect on 1% time homebuyers’
ability to obtain a needed government backed mortgage. This has only further exacerbated Hawaii’s housing
crisis. Lack of clarity and actual evidence of construction defect claims have encumbered not only completed
homes but new condominiums currently under construction as well. As a result, FHA, VA, Fannie Mae and
Freddie Mac have taken the position to rescind lending approvals on new condominium projects with pending
litigation. Without low down payment government backed loan programs and without the 20% down payment
required by portfolio lending, most 1* time homebuyers and veterans are unfairly preempted from purchasing.

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the construction defect in the notice
of claim with particularity and specificity is a crucial improvement. This requirement ensures that both parties
have a clear understanding of the issues at hand, facilitating more effective communication, transparency and
accuracy and reducing the likelihood of misunderstandings and frivolous or unsubstantiated claims. The
amendments seek to clarify and strengthen the prelitigation notice requirements consistent with other states that
have adopted similar legislation (California, Colorado, Nevada, Florida) to decrease the number of unsubstantiated
claims, encourage early resolution of claims, and reduce the cost of housing and insurance. Clear and detailed
notice helps contractors pinpoint the alleged issues, enabling them to address the concerns more effectively and
efficiently.

2. Evidence Submission Promotes Transparency and Efficient Resolution of Claims: Requiring claimants to
provide actual evidence of the construction defect, such as expert reports, photographs, videotapes, and testing
results, promotes transparency and helps validate construction defect claims. This provision ensures that
contractors have access to comprehensive information, promoting fairness and informed decision-making during
the resolution process and preventing disputes over the validity of claims, leading to more efficient and effective
resolution of construction defect issues. With respect to construction defect claims, this process allows for quicker
resolutions and a more accurate assessment of the damages. This benefits contractors and homeowners by
providing a basis for a more precise and effective remedy.
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3. Amending the Process and Timeframe re Inspection and Repairs Provides More Certainty: By amending
the process and timeframe for inspection and repairs, both contractors and homeowners will have more certainty.
Establishing clear guidelines and timelines for inspections and repairs can help prevent delays and disputes,
providing all parties involved with a clear understanding of the steps and timeframe for resolution. This increased
certainty can lead to a more efficient and timely resolution of construction defect claims.

4, Limiting Recovery and Foreclosing Attorney’s Fees When Offers are Unreasonably Rejected Ensures
Fairness and Efficient Resolution of Claims: Limiting recovery and foreclosing attorney’s fees when a proposal
to inspect or an offer of repair is unreasonably rejected will result in quicker and fairer resolution of construction
defect claims, This provision discourages the rejection of reasonable offers and promotes a mote efficient
resolution process by preventing unnecessary delays and costly disputes. It also helps to prevent the escalation of
legal costs, contributing to a more efficient and cost-effective resolution of construction defect issues.

5. The Amendments will Help Resolve Claims Without Costly and Lengthy Legal Action by Allowing
Contractors to Address the Specific Issue Being Raised. The amendments will allow contractors to address the
specific issue raised by homeowners. The legislation gives both homeowners and contractors an opportunity to
reduce claims without costly and lengthy legal action helping to avoid potentially significant delays to much
needed repairs. The amount of construction defect litigation in our state has reached a dire tipping point as
evidenced by rising insurance costs, increased housing costs and the unavailability of government backed loans
{(FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos with litigation, all of which preclude countless 1%
time homebuyers from purchasing homes.

In conclusion, the proposed changes to Section 672E-3 and -4 of the Hawaii Revised Statutes represent a
thoughtful and balanced approach to more effectively address construction defects in housing and in turn help
address Hawaii’s housing crisis. These amendments promote early resolution, clarity in communication, and the
submission of actual evidence, ultimately benefiting and protecting both homeowners and contractors. I urge you
to support and pass this legislation to enhance the fairness and efficiency of the construction defect resolution
process in Hawaii and to curb the unnecessary and protracted construction defect litigation that has deepened
Hawaii’s housing crisis and made housing unattainable for Hawaii’s families.

[ urge you to lend your support to these amendments.

Sincerely,

(,4

Henry TY Kwok, AIA

President

KY International, Inc.

Architects & Planners

1100 Alakea Street, Suite 1988
Alakea Corporate Tower
Honolulu, Hawaii 96813

Email: henry@kyinternational.com
Website: www . kyinternational.com
Tel: 808-524-1268 ext. 111

Celil: 808-282-1628

Fax: 808-599-8881
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February 09, 2024

Senator Jarrett Kechokalale,

Chair Senator Carol Fukunaga,

Vice Chair Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 —~ RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024, at 9:30am
Conference Room 229, State Capitol

Aloha Chair Kechokalole, Vice Chair Fukunaga, and Members of the Committee,

| am writing to express my strong SU PPORT of SB 2606 & SB 2607 — RELATING TO THE CONTRACTOR REPAIR ACT
proposing changes to Section 672E-3 and -4 of the Hawaii Revised Statutes relating to construction defects in
housing. The primary reason for my support is the emphasis on protecting both contractors, homeowners and now
1st time homebuyers by requiring specificity in the notice of claim, establishing clear guidelines and timelines for
inspections and repairs, and discouraging the rejection of reasonable offers. These protections are pivotal to
streamline the claim resolution process and mitigate the unnecessary legal disputes that have aggravated Hawaii’s
housing crisis and made housing unattainable for Hawaii’s families.

Recent construction defect litigation has now impacted 1st time homebuyers’ ability to obtain a needed government
backed mortgage, further deepening Hawaii’s housing crisis. Lack of clarity and actual evidence of construction
defect claims have encumbered new condominiums currently under construction. Asa result, FHA, VA, Fannie Mae,
and Freddie Mac have taken the position to disqualify new condominium projects with pending litigation. Without
low down payment government backed loan programs and without the 20% down payment required by portfolio
lending, most 1st time homebuyers and veterans are unfairly foreclosed from purchasing.

The legislation’s emphasis on detailing the construction defect in the notice of claim with particularity and specificity
is a crucial improvement. This requirement ensures that both parties have a clear understanding of the actual issue
at hand supporting the core intent of HRS Section 672E. The proposed amendments will also facilitate more
effective communication, transparency, and accuracy in the process, thus reducing the likelihood of
misunderstandings and frivolous or unsubstantiated claims that have now affected access to critically important
FHA, VA, Fannie Mae, and Freddie Mac loan programs. Requiring claimants to provide actual evidence of the
construction defect promotes transparency and helps validate construction defect claims. This benefits both
contractors and homeowners by providing a basis for a more precise, timely and effective remedy, without
litigation. It will also provide a basis upon which mortgage lending on new housing under construction, without
legitimate evidence of a construction defect, could continue offering much needed government backed loans.



In conclusion, the proposed changes align with the principles of proactive conflict resolution, promoting a
collaborative approach to addressing construction defects in Hawaii. The proposed changes are pivotal to
streamline the resolution process and mitigate the deluge of unnecessary legal disputes that have directly affected
1st time homebuyers’ and veterans’ ability to obtain a low-down payment FHA, VA, Fannie Mae, or Freddie Mac
loan and that have only deepened Hawaii’s housing crisis and made housing further beyond reach for Hawaii’s
families.

| urge you to lend your support to these amendments.

Sincerely,

Vice-President '
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February 9, 2024

Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I wholeheartedly SUPPORT SB 2606 & SB 2607 — RELATING TO THE CONTRACTOR REPAIR ACT
proposing changes to Hawaii's construction defect legislation, particularly the emphasis on
specificity in notice of claims, requiring actual evidence of the construction defect and
discouraging the rejection of reasonable offers. Drawing inspiration from successful models in
various states, the amendments promise to bring clarity and efficiency to the claim resolution
process. By mandating detailed descriptions of alleged defects and discouraging the rejection
of reasonable offers, homeowners and contractors can engage in transparent and productive
dialogue, significantly reducing the likelihood of ambiguous or unsubstantiated claims and
avoiding potentially significant delays to legitimate needed repairs. This approach aligns with
best practices observed in other jurisdictions and is a progressive step toward fostering a
constructive and equitable resolution framework in Hawaii.

Equally as important, recent construction defect litigation has caused two significant and
unprecedented effects on housing in Hawaii. First, broad claims have halted hundreds of new
housing units set to begin construction. Second, and more alarming, broad claims have
prohibited the ability of 1%t time homebuyers to obtain a needed government backed mortgage.
Lack of clarity and lack of actual evidence of construction defects in claims has encumbered
new condominiums currently under construction. As a result, FHA, VA, Fannie Mae and Freddie
Mac have taken the position to disqualify new condominium projects with pending litigation.
Without low down payment government backed loan programs and without the 20% down
payment required by portfolio lending, most 1% time homebuyers and veterans are unfairly
precluded from purchasing. This has only further exacerbated Hawaii’s dire housing crisis.

725 Kapiolani Blvd., Suite C-305 = Honolulu, Hl = 96813
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Hawaii’s contractors stand behind the quality projects they build, which these amendments will
allow them to equitably do and at the same time protect Hawaii’s homeowners. | strongly urge
the Committee to support these amendments for the benefit of homeowners, contractors,
homebuyers and the overall efficiency of the construction defect resolution process in our
state.

Sincerely,

YNe™

Mark Kong
Maryl Group Construction, Inc. and M2K Construction, LLC

725 Kapiolani Blvd., Suite C-305 = Honolulu, HI = 96813
Tel: 808.545.6464 (Maryl) and 808.545.6600 (M2K) = Fax: 808.545.3584



SB-2606
Submitted on: 2/10/2024 7:32:50 AM
Testimony for CPN on 2/14/2024 9:30:00 AM

Submitted By Organization Testifier Position Testify
. Testifying for Foundation Written Testimony
Tim Takaezu Building Materials Support Only
Comments:

Dear Seanate Committee,
I humbly ask for your support on bill SB2606/2607.

We have to continue to provide our residents of Hawaii the ability to stay in Hawaii by offering
low interest rates, to be able to realize their life long dreams of owning their own homes.

They're too many examples of non residents dictating the livelihoods of our local communities.

We have too many examples of, priced out of paradise.

Thank you for your support,

Tim Takaezu
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KY International, Inc.
Architects & Planners

Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I am writing to express my strong SUPPORT of SB 2606 —— RELATING TO CONSTRUCTION proposing
changes to Section 672E-3 and -4 of the Hawaii Revised Statutes relating to construction defects in housing.

These amendments are crucial for fostering a fair, transparent and efficient process for homeowners as well as
contractors in addressing construction defects. These amendments are also critical to curbing unnecessary and
protracted lawsuits that have resulted in increased insurance costs on the new construction of much needed
housing.

Equally as important, recent construction defect litigation has had an unprecedented effect on 1 time homebuyers’
ability to obtain a needed government backed mortgage. This has only further exacerbated Hawaii’s housing
crisis. Lack of clarity and actual evidence of construction defect claims have encumbered not only completed
homes but new condominiums currently under construction as well. As a result, FHA, VA, Fannie Mae and
Freddie Mac have taken the position to rescind lending approvals on new condominium projects with pending
litigation. Without low down payment government backed loan programs and without the 20% down payment
required by portfolio lending, most 1*' time homebuyers and veterans are unfairly preempted from purchasing.

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the construction defect in the notice
of claim with particularity and specificity is a crucial improvement. This requirement ensures that both parties
have a clear understanding of the issues at hand. facilitating more effective communication, transparency and
accuracy and reducing the likelihood of misunderstandings and frivolous or unsubstantiated claims. The
amendments seek to clarify and strengthen the prelitigation notice requirements consistent with other states that
have adopted similar legislation (California, Colorado, Nevada, Florida) to decrease the number of unsubstantiated
claims, encourage early resolution of claims, and reduce the cost of housing and insurance. Clear and detailed
notice helps contractors pinpoint the alleged issues, enabling them to address the concerns more effectively and
efficiently.

2. Evidence Submission Promotes Transparency and Efficient Resolution of Claims: Requiring claimants to
provide actual evidence of the construction defect, such as expert reports, photographs, videotapes, and testing
results, promotes transparency and helps validate construction defect claims. This provision ensures that
contractors have access to comprehensive information, promoting fairess and informed decision-making during
the resolution process and preventing disputes over the validity of claims, leading to more efficient and effective
resolution of construction defect issues. With respect to construction defect claims, this process allows for quicker
resolutions and a more accurate assessment of the damages. This benefits contractors and homeowners by
providing a basis for a more precise and effective remedy.
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3. Amending the Process and Timeframe re Inspection and Repairs Provides More Certainty: By amending
the process and timeframe for inspection and repairs, both contractors and homeowners will have mare certainty.
Establishing clear guidelines and timelines for inspections and repairs can help prevent delays and disputes,
providing all parties involved with a clear understanding of the steps and timeframe for resolution. This increased
certainty can lead to a more efficient and timely resolution of construction defect claims.

4, Limiting Recovery and Foreclosing Attorney’s Fees When Offers are Unreasonably Rejected Ensures
Fairness and Efficient Resolution of Claims: Limiting recovery and foreclosing attorney’s fees when a proposal
to inspect or an offer of repair is unreasonably rejected will result in quicker and fairer resolution of construction
defect claims. This provision discourages the rejection of reasonable offers and promotes a more efficient
resolution process by preventing unnecessary delays and costly disputes. It also helps to prevent the escalation of
legal costs, contributing to a more efficient and cost-effective resolution of construction defect issues.

5. The Amendments will Help Resolve Claims Without Costly and Lengthy Legal Action by Allowing
Contractors to Address the Specific Issne Being Raised. The amendments will allow contractors to address the
specific issve raised by homeowners. The legislation gives both homeowners and contractors an opportunity to
reduce claims without costly and lengthy legal action helping to avoid potentially significant delays to much
needed repairs. The amount of construction defect litigation in our state has reached a dire tipping point as
evidenced by rising insurance costs, increased housing costs and the unavailability of government backed loans
(FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos with litigation, all of which preclude countless 1%
time homebuyers from purchasing homes,

In conclusion, the proposed changes to Section 672E-3 and -4 of the Hawaii Revised Statutes represent a
thoughtful and balanced approach to more effectively address construction defects in housing and in turn help
address Hawaii’s housing crisis. These amendments promote early resolution, clarity in communication, and the
submission of actual evidence, ultimately benefiting and protecting both homeowners and contractors. | urge you
to support and pass this legislation to enhance the fairness and efficiency of the construction defect resolution
process in Hawaii and to curb the unnecessary and protracted construction defect litigation that has deepened
Hawaii’s housing crisis and made housing unattainable for Hawaii’s families.

I urge you to lend your support to these amendments.

Sincerely,

-

~—Pdaes

Vivyan H. Lin, AIA

Senior Vice President

KY Intemational, Inc,

Architects & Planners

1100 Alakea Street, Suite 1988
Alakea Corporate Tower
Honoluly, Hawaii 96813

Email: vivyan{@kyinternational.com
Website: www.kyinternational.com
Tel: §08-524-1268 ext. 115

Fax: 808-599-8881
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KY International, Inc.
Architects & Planners

Senator Jarrett Keohokalole, Chair

Senator Carol Fukunaga, Vice Chair

Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 - RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I am writing to express my strong SUPPORT of SB 2606 — — RELATING TO CONSTRUCTION proposing
changes to Section 672E-3 and -4 of the Hawaii Revised Statutes relating to construction defects in housing.

These amendments are crucial for fostering a fair, transparent and efficient process for homeowners as well as
contractors in addressing construction defects. These amendments are also critical to curbing unnecessary and
protracted lawsuits that have resulted in increased insurance costs on the new construction of much needed
housing.

Equally as important, recent construction defect litigation has had an unprecedented effect on 1* time homebuyers’
ability to obtain a needed government backed mortgage. This has only further exacerbated Hawaii’s housing
crisis. Lack of clarity and actual evidence of construction defect claims have encumbered not only completed
homes but new condominiums currently under construction as well. As a result, FHA, VA, Fannie Mae and
Freddie Mac have taken the position to rescind lending approvals on new condominium projects with pending
litigation. Without low down payment government backed loan programs and without the 20% down payment
required by portfolio lending, most 1% time homebuyers and veterans are unfairly preempted from purchasing.

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the construction defect in the notice
of claim with particularity and specificity is a crucial improvement. This requirement ensures that both parties
have a clear understanding of the issues at hand, facilitating more effective communication, transparency and
accuracy and reducing the likelihood of misunderstandings and frivolous or unsubstantiated claims. The
amendments seek to clarify and strengthen the prelitigation notice requirements consistent with other states that
have adopted similar legislation (California, Colorado, Nevada, Florida) to decrease the number of unsubstantiated
claims, encourage early resolution of claims, and reduce the cost of housing and insurance. Clear and detailed
notice helps contractors pinpoint the alleged issues, enabling them to address the concerns more effectively and
efficiently.

2. Evidence Submission Promotes Transparency and Efficient Resolution of Claims: Requiring claimants to
provide actual evidence of the construction defect, such as expert reports, photographs, videotapes, and testing
results, promotes transparency and helps validate construction defect claims. This provision ensures that
contractors have access to comprehensive information, promoting fairness and informed decision-making during
the resolution process and preventing disputes over the validity of claims, leading to more efficient and effective
resolution of construction defect issues. With respect to construction defect claims, this process allows for quicker
resolutions and a more accurate assessment of the damages. This benefits contractors and homeowners by
providing a basis for a more precise and effective remedy.
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3. Amending the Process and Timeframe re Inspection and Repairs Provides More Certainty: By amending
the process and timeframe for inspection and repairs, both contractors and homeowners will have more certainty.
Establishing clear guidelines and timelines for inspections and repairs can help prevent delays and disputes,
providing all parties involved with a clear understanding of the steps and timeframe for resolution. This increased
certainty can lead to a more efficient and timely resolution of construction defect claims.

4. Limiting Recovery and Foreclosing Attorney’s Fees When Offers are Unreasonably Rejected Ensures
Fairness and Efficient Resolution of Claims: Limiting recovery and foreclosing attorney’s fees when a proposal
to inspect or an offer of repair is unreasonably rejected will result in quicker and fairer resolution of construction
defect claims. This provision discourages the rejection of reasonable offers and promotes a more efficient
resolution process by preventing unnecessary delays and costly disputes. It also helps to prevent the escalation of
legal costs, contributing to a more efficient and cost-effective resolution of construction defect issues.

5. The Amendments will Help Resolve Claims Without Costly and Lengthy Legal Action by Allowing
Contractors to Address the Specific Issue Being Raised. The amendments will allow contractors to address the
specific issue raised by homeowners. The legislation gives both homeowners and contractors an opportunity to
reduce claims without costly and lengthy legal action helping to avoid potentially significant delays to much
needed repairs. The amount of construction defect litigation in our state has reached a dire tipping point as
evidenced by rising insurance costs, increased housing costs and the unavailability of government backed loans
(FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos with litigation, all of which preclude countless 1%
time homebuyers from purchasing homes.

In conclusion, the proposed changes to Section 672E-3 and -4 of the Hawaii Revised Statutes represent a
thoughtful and balanced approach to more effectively address construction defects in housing and in turn help
address Hawaii’s housing crisis. These amendments promote early resolution, clarity in communication, and the
submission of actual evidence, ultimately benefiting and protecting both homeowners and contractors. I urge you
to support and pass this legislation to enhance the fairness and efficiency of the construction defect resolution
process in Hawaii and to curb the unnecessary and protracted construction defect litigation that has deepened
Hawaii’s housing crisis and made housing unattainable for Hawaii’s families.

I urge you to lend your support to these amendments.

Sincerely,

Robert Yoneoka, ATA

Principal

KY International, Inc.

Architects & Planners

1100 Alakea Street, Suite 1988
Alakea Corporate Tower
Honolulu, Hawaii 96813

Email: mail@kyinternational.com
Website: www .kyinternational.com
Tel: 808-524-1268 ext. 112

Fax: 808-599-8881
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Submitted on: 2/11/2024 12:58:43 AM
Testimony for CPN on 2/14/2024 9:30:00 AM

Submitted By Organization Testifier Position Testify

Testifying for Foundation Written Testimony

Nathan Kabei Building Materials Only

Support

Comments:

Foundation Building Materials
180 Sand Island Access Road
Honolulu, HI 96819

From: Nathan Kabei

Senator Jarrett Keohokalole, Chair
Senator Carol Fukunaga, Vice Chair
Members of the Committee on Commerce and Consumer Protection

Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION

Hearing Date: Wednesday, February 14, 2024 at 9:30am

Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,



| am writing to express my strong SUPPORT of SB 2606 & SB 2607 — RELATING TO
CONSTRUCTION proposing changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
relating to construction defects in housing.

These amendments are crucial for fostering a fair, transparent and efficient process for
homeowners as well as contractors in addressing construction defects. These amendments are
also critical to curbing unnecessary and protracted lawsuits that have resulted in increased
insurance costs on the new construction of much needed housing.

Equally as important, recent construction defect litigation has had an unprecedented effect on 1st
time homebuyers’ ability to obtain a needed government backed mortgage. This has only further
exacerbated Hawaii’s housing crisis. Lack of clarity and actual evidence of construction defect
claims have encumbered not only completed homes but new condominiums currently under
construction as well. As aresult, FHA, VA, Fannie Mae and Freddie Mac have taken the
position to rescind lending approvals on new condominium projects with pending

litigation. Without low down payment government backed loan programs and without the 20%
down payment required by portfolio lending, most 1st time homebuyers and veterans are unfairly
preempted from purchasing.

1. Specificity in Claim Notices Ensures Clarity: The emphasis on detailing the construction
defect in the notice of claim with particularity and specificity is a crucial improvement. This
requirement ensures that both parties have a clear understanding of the issues at hand, facilitating
more effective communication, transparency and accuracy and reducing the likelihood of
misunderstandings and frivolous or unsubstantiated claims. The amendments seek to clarify and
strengthen the prelitigation notice requirements consistent with other states that have adopted
similar legislation (California, Colorado, Nevada, Florida) to decrease the number of
unsubstantiated claims, encourage early resolution of claims, and reduce the cost of housing and
insurance. Clear and detailed notice helps contractors pinpoint the alleged issues, enabling them
to address the concerns more effectively and efficiently.

2. Evidence Submission Promotes Transparency and Efficient Resolution of

Claims: Requiring claimants to provide actual evidence of the construction defect, such as
expert reports, photographs, videotapes, and testing results, promotes transparency and helps
validate construction defect claims. This provision ensures that contractors have access to
comprehensive information, promoting fairness and informed decision-making during the
resolution process and preventing disputes over the validity of claims, leading to more efficient
and effective resolution of construction defect issues. With respect to construction defect claims,
this process allows for quicker resolutions and a more accurate assessment of the damages. This



benefits contractors and homeowners by providing a basis for a more precise and effective
remedy.

3. Amending the Process and Timeframe re Inspection and Repairs Provides More
Certainty: By amending the process and timeframe for inspection and repairs, both contractors
and homeowners will have more certainty. Establishing clear guidelines and timelines for
inspections and repairs can help prevent delays and disputes, providing all parties involved with
a clear understanding of the steps and timeframe for resolution. This increased certainty can lead
to a more efficient and timely resolution of construction defect claims.

4. Limiting Recovery and Foreclosing Attorney’s Fees When Offers are Unreasonably
Rejected Ensures Fairness and Efficient Resolution of Claims: Limiting recovery and
foreclosing attorney’s fees when a proposal to inspect or an offer of repair is unreasonably
rejected will result in quicker and fairer resolution of construction defect claims. This provision
discourages the rejection of reasonable offers and promotes a more efficient resolution process
by preventing unnecessary delays and costly disputes. It also helps to prevent the escalation of
legal costs, contributing to a more efficient and cost-effective resolution of construction defect
issues.

5. The Amendments will Help Resolve Claims Without Costly and Lengthy Legal Action
by Allowing Contractors to Address the Specific Issue Being Raised. The amendments will
allow contractors to address the specific issue raised by homeowners. The legislation gives both
homeowners and contractors an opportunity to reduce claims without costly and lengthy legal
action helping to avoid potentially significant delays to much needed repairs. The amount of
construction defect litigation in our state has reached a dire tipping point as evidenced by rising
insurance costs, increased housing costs and the unavailability of government backed loans
(FHA, VA, USDA, Fannie Mae and Freddie Mac) on condos with litigation, all of which
preclude countless 1st time homebuyers from purchasing homes.

In conclusion, the proposed changes to Section 672E-3 and -4 of the Hawaii Revised Statutes
represent a thoughtful and balanced approach to more effectively address construction defects in
housing and in turn help address Hawaii’s housing crisis. These amendments promote early
resolution, clarity in communication, and the submission of actual evidence, ultimately
benefiting and protecting both homeowners and contractors. | urge you to support and pass this
legislation to enhance the fairness and efficiency of the construction defect resolution process in



Hawaii and to curb the unnecessary and protracted construction defect litigation that has
deepened Hawaii’s housing crisis and made housing unattainable for Hawaii’s families.

| urge you to lend your support to these amendments.

Sincerely,

Nathan Kabei

Outside Sales Representative
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February 14, 2024

The Honorable Jarrett Keohokalole, Chair
Senate Committee on Commerce and Consumer Protection
State Capitol, Conference Room 229 & Videoconference

RE: Senate Bill 2606, Relating to Construction
HEARING: Wednesday, February 14, 2024, at 9:30 a.m.

Aloha Chair Keohokalole, Vice Chair Fukunaga, and Members of the Committee:

My name is Lyndsey Garcia, Director of Advocacy, testifying on behalf of the
Hawai'i Association of REALTORS® (“HAR"), the voice of real estate in Hawaii and its
over 11,000 members. HAR supports Senate Bill 2606, which establishes additional
requirements for notices of claims of construction defects.

Recent litigation over construction defects have posed significant challenges for
housing in Hawaii. These lawsuits, which can be frivolous, have stalled housing
developments. First-time homebuyers are particularly affected, as these claims hinder
their access to government-backed mortgages. The lack of clear evidence in these
claims has also burdened new condominium projects. Consequently, FHA, VA, Fannie
Mae, and Freddie Mac have disqualified condominium projects facing litigation. Without
access to low down payment programs and lacking the 20% down payment required by
portfolio lending, many first-time homebuyers and veterans are unable to purchase
homes.

Providing specific details and evidence of a possible defect in the claim notice will
help both sides understand the problem better. This will make it easier to solve and
reduce the chance for misunderstandings or unfounded claims. Also, asking for
detailed evidence makes construction claims more credible. This will lead to fair
evaluations, informed decisions, quicker resolutions, and more accurate damage
assessments.

Mahalo for the opportunity to testify on this measure.

REALTOR® is a registered collective membership mark which may be used only by real estate professionals @
who are members of the NATIONAL ASSOCIATION OF REALTORS® and subscribe to its strict Code of Ethics.

EQUAL HOUSING
OPPORTUNITY



REEF Development of Hawaii, Inc.
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February 9, 2024 AIEA. HAWAII 96701
99-930 IWAENA STREET #1078
TELEPHONE: (808) 488-1228

Senator Jarrett Keohokalole, Chair
LIC# ABC-4791

Senator Carol Fukunaga, Vice Chair
Members of the Committee on Commerce and Consumer Protection
Thirty-Second Legislature, Regular Session of 2024

RE: SB 2606 & SB 2607 — RELATING TO CONSTRUCTION
Hearing Date: Wednesday, February 14, 2024 at 9:30am
Conference Room 229, State Capitol

Aloha Chair Keohokalole, Vice Chair Fukunaga and Members of the Committee,

I am writing to express my strong SUPPORT of SB 2606 & SB 2607 — RELATING TO THE
CONTRACTOR REPAIR ACT proposing changes to Section 672E-3 and -4 of the Hawaii Revised
Statutes relating to construction defects in housing. The primary reason for my support is the
emphasis on protecting both contractors, homeowners and now 1% time homebuyers by
requiring specificity in the notice of claim, establishing clear guidelines and timelines for
inspections and repairs and discouraging the rejection of reasonable offers. These protections
are pivotal to streamline the claim resolution process and mitigate the unnecessary legal
disputes that have aggravated Hawaii’s housing crisis and made housing unattainable for
Hawaii’s families.

Recent construction defect litigation has now impacted 1° time homebuyers’ ability to obtain a
needed government backed mortgage, further deepening Hawaii’s housing crisis. Lack of clarity
and actual evidence of construction defect claims have encumbered new condominiums
currently under construction. As a result, FHA, VA, Fannie Mae and Freddie Mac have taken the
position to disqualify new condominium projects with pending litigation. Without low down
payment government backed loan programs and without the 20% down payment required by
portfolio lending, most 1% time homebuyers and veterans are unfairly foreclosed from
purchasing.

The legislation’s emphasis on detailing the construction defect in the notice of claim with
particularity and specificity is a crucial improvement. This requirement ensures that both
parties have a clear understanding of the actual issue at hand supporting the core intent of HRS
Section 672E. The proposed amendments will also facilitate more effective communication,
transparency and accuracy in the process, thus reducing the likelihood of misunderstandings
and frivolous or unsubstantiated claims that have now affected access to critically important
FHA, VA, Fannie Mae and Freddie Mac loan programs. Requiring claimants to provide actual
evidence of the construction defect promotes transparency and helps validate construction
defect claims. This benefits both contractors and homeowners by providing a basis for a more
precise, timely and effective remedy, without litigation. It will also provide a basis upon which
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mortgage lending on new housing under construction, without legitimate evidence of a
construction defect, could continue offering much needed government backed loans.

In conclusion, the proposed changes align with the principles of proactive conflict resolution,
promoting a collaborative approach to addressing construction defects in Hawaii. The
proposed changes are pivotal to streamline the resolution process and mitigate the deluge of
unnecessary legal disputes that have directly affected 1 time homebuyers’ and veterans’
ability to obtain a low down payment FHA, VA, Fannie Mae or Freddie Mac loan and that have
only deepened Hawaii’s housing crisis and made housing further beyond reach for Hawaii’s

families.
I urge you to lend your support to these amendments.

Sincerely,

-

= ELS. AGUIRRE

PRESIDENT
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February 12, 2024

The Honorable Jarrett Keohokaiole, Chair

The Honorable Carol Fukunaga, Vice Chair

Members of the Senate Committee on Commerce and Consumer Protection
State House of Representatives

State Capitol

Honolulu, HI 96813

Subject:  S.B. 2606 RELATING TO CONSTRUCTION
S.B. 2607 RELATING TO CONSTRUCTION
Hearing:  Wednesday, February 14, 2024; 9:00 am
Conference Room 229, State Capitol

Dear Chair Keohokaiole, Vice Chair Fukunaga, and Members of the Committee,

My name is Debbie Luning and | am testifying on behalf of Gentry Homes, Ltd. in strong SUPPORT of the
subject bills which propose much-needed changes to sections 672E-3 and 672E-4, HRS, relating to
repairs of construction defects in housing. More specifically, they require more precise details of a
construction defect claim; establish clearer guidelines and timelines for inspections and repairs; and
discourage the rejection of reasonable offers to correct the defects. \We believe that these protections are
necessary to streamline the claim resolution process and to help avoid unnecessary legal disputes
involving often p