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TO THE 
SENATE COMMITTEE ON 

COMMERCE AND CONSUMER PROTECTION 
 

THE TWENTY-SEVENTH STATE LEGISLATURE 
REGULAR SESSION OF 2013 

 
Thursday, March 14, 2013 

9:30 a.m. 
 

TESTIMONY ON H.B. NO. 21, H.D.2 
RELATING TO CONDOMINIUMS 

 
 
THE HONORABLE ROSALYN H. BAKER, CHAIR, 
AND MEMBERS OF THE COMMITTEE: 
 

My name is Iris Ikeda Catalani, Commissioner of Financial Institutions 

(“Commissioner”), offering comments on H.B. No. 21, H.D.2, Relating to Condominiums, 

on behalf of the Department of Commerce and Consumer Affairs (“DCCA” or the 

“Department”).  

In its current form, this bill would authorize an association of apartment owners to 

collect from each apartment owner an amount equal to 12 months of the regular monthly 

common assessment (“monthly assessment”) on the owner’s apartment.  This sum would 

be collectable monthly, at a rate of up to 10% of the monthly assessment (“10% 

assessment”).   
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The new 10% assessment will be included in lender calculations when qualifying a 

borrower for a mortgage loan.  The relatively small amount should not greatly affect the 

underwriting of most condominium loans.  However, there are likely to be some buyers 

who meet lender debt to income ratios for a condominium mortgage loan without the 

new 10% assessment, who will not be able to make the ratios when the new 10% 

assessment is factored in as an expense.  Also, lenders will need to determine which 

condo associations are requiring this assessment.  Hopefully, the new 10% 

assessment, if implemented by an association, will be known to a borrower in advance 

of formal disclosure in the condominium documents that are typically ordered while a 

mortgage loan is being processed.   

In its current form, this bill would not impact the banks’ ability to lend. 

Thank you for the opportunity to provide comments on this measure.  I would be 

pleased to respond to any questions you may have. 



March 14,2013 

'2l" 1808.733.7060 

~ 1808.737.4977 

The Honorable Rosalyn H. Baker, Chair 
Senate Committee on Commerce and Consumer Protection 
State Capitol, Room 229 
Honolulu, Hawaii 96813 

RE: H.B. 21, H.D.2, Relating to Condominiums 

HEARING: Thursday, March 14,2013 at 9:30 a.m. 

it 11259 A'ala Street, Suite 300 
Honolulu, HI 96817 

Aloha Chair Baker, Vice Chair Galuteria, and Members of the Committee: 

I am Myoung Oh, Government Affairs Director, here to testify on behalf of the Hawai'i 
Association of REALTORS® ("HAR"), the voice of real estate in Hawai'i, and its 8,000 
members. HAR opposes H.B. 21, H.D.2, which amends procedures for reimbursement for 
common assessments by condominium associations after delinquency or foreclosure and 
authorizes collection of specified amounts for deposit into a reserve account to pay for 
unpaid common assessments in the event of foreclosure, or unit sale or transfer. 

While HAR believes H.B. 21, H.D.2 is a laudable and innovative concept, this measure may 
only exacerbate the issue of unpaid monthly common expenses. It may also create difficulty 
for potential homeowners to qualify for financing and, in some cases, put the ability to 
purchase a condominium out of reach. For example, the collection of up to 10% may permit 
an AOAO to collect an additional $50.00 based on monthly common maintenance of 
$500.00. Such collections will occur until $6,000.00 or 12·month worth of common 
maintenance is accrued, which resorts to a 10·year assessment of $50.00 and that is only if 
the common maintenance is maintained at the $500.00 level. 

Additionally, H.B. 21, H.D.2 does not permit a homeowner to utilize the accrued common 
maintenance and only permits the use of the funds after foreclosure. This defeats the purpose 
to help homeowners that may have run into a financial emergency. Retired homeowners, 
homeowners on fixed income, or homeowners that are going through a hard time will be 
adversely affected by not being able to utilize this large accrued source and will only be 
foreclosed upon. 

For these reasons, HAR opposes H.B. 21, H.D.2. 

Mahalo for the opportunity to testify. 

REAL TOR® is a registered collective membership mark which may be used only by real estate professionals (:) 
who are members of the NATIONAL ASSOCIATION OF REAL TORS® and subscribe to its strict Code of Ethics. 

EQUAl HOUSING 
OPPORTUNITY 



I-H\ 
Hawaii Bankers 
Association 

Presentation to 

TEL: 
808·524-5161 
fAX: 
808-521-4120 
ADDRESS: 
1000 Bishop Street, Suite 301 B 
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Committee on Commerce and Consumer Protection 
March 14, 2013 at 9:30 am 

State Capitol Conference Room 229 

Testimony in SUPPORT of H. B. 21, HD2 

TO: The Honorable Rosalyn H. Baker, Chair 
The Honorable Brickwood Galuteria, Vice Chair 
Members of the Committee 

My name is Neal Okabayashi and I represent the Hawaii Bankers Association (HBA). HBA is 
the trade association representing all FDIC insured depository institutions operating in the State 
of Hawaii. 

The purpose of this measure is to assist condominium associations with the collection of unpaid 
common assessments by permitting the association to rent the unit obtained during foreclosure 
and thus enabling the association to recover their delinquency. The language is based on a bill 
which passed out of this committee in previous years. We agree with the intent of this bill and 
support it in its present form, except to amend the defective date. 

Thank you for this opportunity to testify and please let us know if we can provide further 
information. 

Neal Okabayashi 
(808) 525-5785 



HAWAII FINANCIAL SERVICES ASSOCIATION 
c/o Marvin S.C. Dang, Attorney-at-Law 

P.O. Box 4109 
Honolulu, Hawaii 96812-4109 
Telephone No.: (808) 521-8521 

Fax No.: (808) 521-8522 

March 14,2013 

Senator Rosalyn H. Baker, Chair 
and members of the Senate Committee on Commerce and Consumer Protection 

Hawaii State Capitol 
Honolulu, Hawaii 96813 

Re: House Bill 21, HD 2 (Condominiums) 
Hearing Date/Time: Thursday, March 14, 2013, 9:30 a.m .. 

I am Marvin Dang, the attorney for the Hawaii Financial Services Association ("HFSA"). 
The HFSA is a trade association for Hawaii's consumer credit industry. Its members include Hawaii 
financial services loan companies (which make mortgage loans and other loans, and which are 
regulated by the Hawaii Commissioner of Financial Institutions), mortgage lenders, and financial 
institutions. 

The HFSA supports this Bill as drafted. 

The purposes of this Bill are to: (1) amend procedures for reimbursement for common 
assessments by condominium associations after delinquency or foreclosure; and to (2) authorize 
collection of specified amounts for deposit into a reserve account to pay for unpaid common 
assessments in the event of foreclosure, or unit sale or transfer. 

This Bill enables a condominium association to cover delinquencies by setting up a reserve. 
This Bill also makes it clear that if a condominium association acquires title to an apartment after 
a foreclosure, and if that association is able to later rent out that apartment, once the association 
receives from the rental income all the specified obligations owed to the association for that 
apartment, then any "excess rental income" will be disbursed to existing lien holders (e.g. a 
mortgagee). 

We understand that condominium association representatives are divided on this Bill. 

We support this Bill as drafted and request that the only amendment should be to make 
the effective date "on approval". 

Thank you for considering our testimony. 

(MSCDlhfsa) 

~ .Po t!. 1Ii"J.-."'"<.

MARVIN S.C. DANG 
Attorney for Hawaii Financial Services Association 



888 Mililani Street, 2nd Floor 
Honolulu, Hawaii 96813-2918 
March 12, 2013 

SENATE COMMITTEE ON COMMERCE AND CONSUMER PROTECTION 
REGARDING HOUSE BILL 21, HD2 

Hearing Date: 
Time 
Place 

THURSDAY, March 14,2013 
9:30a.m. 
Conference Room 229 

Chair Baker, Vice Chair. Galuteria, and Members iJf the Committee, 

My name is John Morris and I am testifying in favor, with comments on HB 21, 
HD 2. As originally drafted; this bill provided condominiums and other homeowner 
associations with a lien for delinquencies that had an absolute priority over the·lien of 
any mortgage. In other words, like real property taxes, the association's claim for 
delinquencies would always be ahead of the claim of any mortgage lender. Concerns 
were expressed that although associations would benefit from this bill, at least in the 
short term, the bill in its original form might have unintended consequences. 

Specifically, the concern was that the original version bill of HB 21 might have an 
adverse impact on mortgage lending in Hawaii by eliminating the first priority position 
that most lenders require as a condition of making a loan to fund the.purchase of a 
condominium or other type of home. For example, if the bill had caused lenders to 
require a larger upfront payment from a purchaser to cover the anticipated expenses of 
the unlimited lien created by the original HB 21, that might have been counter
productive for those owners who could barely afford to make the initial down payment 
to purchase a home anyway. There was also the possibility that Fannie Mae, Freddie 
Mac, FHA, and VA might not accept the change and might refuse to purchase or insure 
mortgages if Hawaii law prOVided homeowner associations with an unlimited priority 
lien over mortgages. 

Apparently, as a result of those concerns, HB21, HD2 has eliminated the absolute 
priority lien for associations. Instead the HD2 establishes a, procedure that allows an 
association board of directors to collect what is, in effect, a delinquency reserve from 
each owner in the project. Under that process, if one of the owners later becomes 
delinquent, the association can use that owner's delinquency reserve to payoff tl1e . 
owner's unpaid assessments in the event of foreclosure of the owner's unit. 
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This seems a reasonable procedure for any board of directors that wishes to 
establish delinquency reserves for its members. Nevertheless, since the association's 
absolute priority lien in the original version of HE 21 has been eliminated, subsection (1) 
of HB 21, HD2 should also be eliminated. 

Subsection (1) provides that if the association: (i) collects rent while renting out a 
delinquent owner's unit; and (ii) eventually reaches the point where it is collecting more 
rent than it is owed in delinquent assessments, the surplus amount should go to the 
lender. That provision may have made sense when the association was being granted 
an absolute priority lien over the lender by the ori~inal version of HB 21. Under those 
circumStances, if the lender would end up paying the association for the unit owner's 
delinquency, the lender should receive some benefit from that obligation. 

Under HB 21, HD2 as written, however, the provision no longer makes sense. 
There is no reason an association should pay surplus rent to the lender if the association 
is not receiving the benefit of an absolute priority lien over the lender. Instead, since 
HB 21, HD2 eliminates the absolute priority lien - in effect, returning to the same" every 
man for himself" scenario that currently exists under the law - the association should be 
able to retain any rent it collects. In other words, since there is no connection between 
the lender and the association under HB 21, HD2, each should be able to pursue its own 
remedies, subject to the current provisions of the law. 

Otherwise, if the committee decides to keep the requirement that the association 
must pay surplus rental proceeds to the lender, the lender should also be required to 
pay any surplus proceeds i! realizes from its collection procedures to the association. 
That would only be fair if the association has to provide the same collection service to 
the lender. 

Please contact me at 523-0702 if you have any questions. Thank you for this 
opportunity to testify. . 

John A. Morris 

JAM:a1t\ \G:\C\2013 Testimony HB 21 (03.12.13) 



P.O. Box 976 
Honolulu, Hawaii 96808 

March 12, 2013 

Honorable Rosalyn H. Baker 
Honorable Brickwood Galuteria 
Commerce and Consumer Protection 
415 South Beretania Street 
Honolulu, Hawaii 96813 

Re: HB 21 HD2/0PPOSE 

Dear Chair Baker, Vice-Chair Galuteria and Committee Members: 

The undersigned are the Chair and the Vice-Chair of the CAl 
Legislative Action Committee. CAl opposes HB 21 HD2. 

HB 21 HD2 lacks merit from a policy perspective and it is 
technically deficient. The HD2 version also reflects a complete 
reversal from the text and intent of the original bill. 

The lien priority issue was addressed in 2011 and in 2012 
in relation to the efforts of a mortgage foreclosure task force. 
Current law provides for a limited priority lien in favor of 
condominium associations. 

A better bill can be crafted if the Committee perceives a 
need for action on this issue. In that case, the stakeholders 
could seek consensus and come to the legislature next session. 
There is no evident need for action at this time. 

The deficiencies of HB 21 HD2 include: 

Page 17, lines 1 to 21. This language lacks value and also 
casts doubt on a condominium association's authority to 
establish a budget pursuant to H.R.S. Section 514B-144. It is 
not appropriate. 

• Associations already have the authority to take anticipated 
delinquencies into account when setting an annual budget. 

• Charging a "premium" to owners who already cannot pay does 
not address the delinquency problem faced by condominiums. 

• Adding complexity to an association's finances or 
accounting would increase association expenses. 
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Page 23, lines 13 through page 14, line 12 

• The concept of "excess rental income" can only reasonably 
have meaning if the association has priority over lenders. 

• HB 21 HD2 does nothing whatever to assure any recovery to 
associations. Lenders can still foreclose their superior 
liens at any time, including right after an association 
goes to the expense of foreclosing and paying for repairs 
to put a unit into rentable condition, and before it makes 
any recovery. 

• There is no reasonable basis for making associations the 
rental agents of lenders. 

• There is no reasonable basis for treating associations 
differently from any other purchaser at auction, so the 
language: "After any judicial or non-judicial foreclosure 
proceeding in which the association acquires title to the 
uni t" (emphasis added) is unreasonable. Ti tle recei ved 
following an association foreclosure is subject to superior 
mortgages, but any purchaser at auction should have the 
same rights incident to ownership until the lender 
exercises its remedies. 

• The obligation to pay "excess rental income" to others 
would put associations in legal jeopardy. The association 
would be liable to suit for paying the wrong claimant. The 
analogous problem faced by counties following real property 
tax foreclosures is addressed in H.R.S. Section 246-63. In 
that case: 

If the officer is in doubt as to the person or persons entitled to the balance of the 
fund the officer may refuse to distribute the surplus and any claimant may sue the 
officer or the officer's successor in office in the circuit court in the circuit within 
which the property sold was situated. The officer may require the claimants to 
interplead, in which event the officer shall state the names of all claimants knO'lllI1 to 
the officer, and shall cause them to be made parties to the action. 

In all events, CAl maintains that consumers would be poorly 
served by the imposition of such unwarranted duties, risks and 
expenses onto condominium associations, essentially for the 
benefit of lenders that made poor underwriting decisions in the 
first place. 

CAl had no role in the introduction of HB 21. That bill is 
technically deficient and lacks merit from a policy perspective. 
CAl respectfully requests that the Committee hold HB 21 HD2. 

CAl, by, 

P~Ne¥~ and CYw-WPor/Vr 
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Jane Sugimura 
98-340 Koauka Loop, #112 

Aiea, Hawaii 96701 

Sen. Rosalyn Baker, Chair 
Sen. Brickwood Galuteria, Vice-Chair 
Senate Committee on Commerce and Consumer Protection 

Re: HB21, HD2 Relating to Condominiums 
Hearing: Thursday. March 14. 2013. 9:30 a.m .. Conf. Rm. #229 

Chair Baker, Vice-Chair Galuteria and Members of the Committee: 

I am Jane Sugimura, President of the Hawaii Council of Associations of 
Apartment Owners (HCAAO), but this testimony is made in my individual 
capacity as a board member of over 20 years of 2 condominium projects in the 
Pearlridge area. 

This bill as amended will help condominium associations recover on their 
maintenance fee delinquencies by clarifying their rights to collect rent from 
units that they acquire through foreclosure (see amendments at page 9 of 
HB21 HD2). 

Both of the associations that I serve as a Board member have acquired units in 
foreclosure and I have personal knowledge of the foreclosure process by which 
my associations acquired title to the units and the process used by both 
associations in renting the units and applying all rent income first to the 
current maintenance fee for the unit, then to any costs associated with the 
rental, e.g., cleaning and repairs of the unit, leasing commissions, and applying 
any excess to the maintenance fee delinquency associated with that unit. 

Prior to the recent changes in the mortgage foreclosure laws, the condominium 
associations were seldom in a position where they could benefit from acquiring 
a unit in foreclosure. Associations typically paid a nominal amount (i.e., $1 -
several thousands of dollars) but not in excess of their lien against the 
foreclosed unit. The reason why associations were able to acquire title in 
foreclosure for such nominal amounts was due to the fact that the interest they 
acquired was subject to the lender's priority interest in the property. This 
meant that as and when the lender filed its own foreclosure action and a 
commissioner was appointed in that foreclosure action, the association lost its 
rights to collect the rental income from the unit because of the lender's 
superior rights under its mortgage to recover any income generated by its 
collateral. Associations, however, were entitled to receive payments from the 
Commissioner for the current maintenance fees on the unit. 
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As a result of the recent changes in the mortgage foreclosure laws, associations 
are allowed to use the shorter non-judicial procedures to foreclose on their 
maintenance fee delinquencies; whereas, most mortgage lenders are required to 
use the time-consuming judicial procedures to foreclose on their mortgages 
and due to the court's backlog of cases, it takes longer for a lender to complete 
its foreclosure. This means that the associations are able to acquire their 
interest in a defaulting unit relatively quickly and then use the rental income 
from those units to pay the current maintenance fees, all leasing expenses and 
then applying any excess to the lien placed on the unit in respect of the 
delinquent maintenance fees. This benefits the association because the rental 
income increases its cash flow to pay for common expenses for all members, it 
is beneficial for the defaulting unit owner since any excess proceeds are used to 
reduce the amount of his or her lien on the unit and it benefits the lenc;ler 
because now the association is maintaining its collateral while it is required by 
new federal and state laws and regulations to remediate its mortgage with the 
defaulting mortgagor unit owners. 

In both of the associations where I serve on the board, we have units, which we 
acquired in 2008 where the original maintenance fee delinquencies are almost 
paid and there has been discussion and debate as to who is entitled to the 
excess proceeds once the maintenance fee delinquency has been paid. Since 
the interest of the association is subject to the prior lien of the first mortgagee, 
it is my opinion (and there are many board members that I have talked to who 
agree with me) that any excess (i.e., rental income after payment of the (i) 
current . maintenance fee, (ii) costs to repair, clean and maintain the unit, (iii) 
leasing commissions, and (iv) any administrative costs, should go to lender who 
has a superior lien on the unit. HB21 HD 2 addresses that concern and 
clearly balances the rights of the association, the unit owner and the lender 
with respect to how rental proceeds from a defaulting condominium unit 
should be equitably allocated among the interested parties. 

Because I believe that HB21 HD2 resolves these issues in an equitable manner, 
I ask that you pass this bill out in its current form without any further 
amendments. 

Thank you for aQowing me to testifY on this bill. 

~m~ 



 
 
 

Testimony to the Senate Committee on Commerce and Consumer Protection 
March 14, 2013 

 
 

Testimony in Support of HB 21 HD2, Relating to Condominiums 
 
 
To: The Honorable Rosalyn Baker, Chair  
 The Honorable Brickwood Galuteria, Vice-Chair  
 Members of the Committee 

 
 
My name is Stefanie Sakamoto, and I am testifying on behalf of the Hawaii Credit Union 
League, the local trade association for 78 Hawaii credit unions, representing approximately 
804,000 credit union members across the state.  We are in support of HB 21 HD2, Relating to 
Condominiums. 
 
Thank you for the opportunity to testify. 



B Mortgage Bankers Association of Hawaii
P.O. Box 4129, Honolulu, Hawaii 96812

March 13, 2013

The Honorable Rosalyn H. Baker, Chair,
The Honorable Brickwood Galuteria, Vice Chair, and
Members of the Senate Committee on Commerce and Consumer Protection
State Capitol, Room 229
Honolulu, Hawaii 96813

Re: House Bill 21, HD2 Relating to Condominiums

Chair Baker, Vice Chair Galuteria, and Members of the Senate Committee on Commerce
and Consumer Protection:

I am Linda Nakamura, representing the Mortgage Bankers Association of Hawaii
("MBAH"). The MBAH is a voluntary organization of real estate lenders in Hawaii. Our
membership consists of employees of banks, savings institutions, mortgage bankers,
mortgage brokers, and other financial institutions. The members of the MBAH originate
the vast majority of residential and commercial real estate mortgage loans in Hawaii.
When, and if, the MBAH testifies on legislation, it is related only to mortgage lending.

The MBAH supports House Bill 21, HD2 Relating to Condominiums as it is
written.

The MBAH suggests that the bill take effect upon approval.

Thank you for the opportunity to present this testimony.

LINDA NAKAMURA
President, Mortgage Bankers Association of Hawaii



Steve Glanstein 
P. O. Box 29213 
Honolulu, HI 96820-1613 

March 13, 2013 

Honorable Senator Rosalyn H. Baker, Chair 
Honorable Senator Brickwood Galuteria, Vice Chair 
Senate Committee on Commerce and Consumer Protection 
Hawaii State Capitol, Room 229 
415 South Beretania Street 
Honolulu, HI 96813 

RE: Testimony regarding HB21 HD2; Suggested Amendment; 
Hearing Date March 14,20139:30 a.m.; sent via Internet only. 

Aloha Chair Baker, Vice-Chair Galuteria, and Committee members, 

Thank you for the opportunity to present testimony and comments on HB21 HD2. 

I recommend that HB21 HD2 be replaced entirely with the original HB21! including 
an alignment so that changes are made to both Chapters 514A and 514B. 

A brief history of this bill's background is an important prerequisite as the basis for these 
comments and recommendations 

HB21 
Placed condominium assessments ahead offirst mortgages in the event offoreclosure 
in HRS Chapter 514B. 

HB21 House CPC Hearing 
Written testimony of 53 in favor of the bill, 3 opposed, and 2 with comments. The 
testimony in favor consisted of homeowners, board members, and property managers. 
The only opposition testimony was from banks and financial institutions. 

HB21 HD1 (from House CPC) 
1. Retained proposal to place condominium assessments ahead of first mortgages 

in HRS Chapter 514B . 
. 2. Failed to include parallel changes to Chapter 514A. 
3. Added provision that certain excess rental income from the units purchased by the 

association must be paid to the mortgagees in order of priority. This provision was 
not requested by any testifier. 

HB21 HD1 House JUD Hearing 
Written testimony of 51 in favor of the bill, 4 opposed, and 3 with comments. The testi
mony in favor consisted of homeowners, board members, and property managers. The 
only opposition testimony was from banks and financial institutions and the realtors. 

HB21 HD2 (from House JUD) 
1. Removed placement of condominium assessments ahead of first mortgages. 
2. Retained provision that certain excess rental income from the units purchased by 

the association must be paid to the mortgagees in order of priority. 
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3. Added provision that board or manager (with over 50% association approval) could 
assess owners up to 10% additional maintenance fees per month until 1 year's 
fees were in a separate impound account per owner. Funds and interest returned 
to owner upon sale. Funds and interest can be used in foreclosure. 

4. There was no testimony on item 3 above. 
5. Placed changes in both Chapter 514A and 514B. 

A. The Current bill (HB21 HD2) doesn't help the consumer; 
it provides an additional financial bailout to Lenders 

The current HB21 HD2 does nothing to help condominium associations. 

It merely provides an added bailout for lenders to obtain rental income from associations 
that have purchased foreclosed properties and attempted to recover some of the 
delinquent maintenance fees. 

I suggest that the committee restore the original HB21 and include a parallel amendment 
to HRS Chapter 514A in order to protect the older condominium consumers. 

Hawaii's condominium community currently consists of about 1,715 condominium associa
tions and a total of 159,501 homes. This represents a significant number of consumers.' 

The current delinquency situation with Hawaii's condominium community creates a vicious 
cycle that damages the condominium and community associations as well as prospective 
home buyers. 

1. Association costs are increased due to unpaid delinquent condominium association 
fees that become partially or fully uncollectible. 

2. These costs are passed on to the non-delinquent condominium or community 
association owners in the form of higher maintenance fees. 

3. These higher maintenance fees make it more difficult for future buyers to qualify for 
loans to purchase a home. 

4. Higher delinquency rates and maintenance fees are disclosed to lenders who 
increase the interest rate or qualification requirements to mitigate risk. 

5. This added burden reduces the number of qualified buyers and this affects housing 
values. 

B. Mortgage Servicing Institutions need to do their job 

Mortgage servicing institutions are currently set up for advance collection of mandatory 
items such as lease rent and property tax. It is common for them to have a lease rent or 
property tax reserve. 

'This is from the Real Estate Commission website containing the "Association of 
Unit Owners Contact List" dated December 14, 2012, page 91. 
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Previous verbal testimony in the House Judiciaryfrom lenders has been inconclusive about 
their ability to collect maintenance fees when necessary. One testifierwrote that they had 
spoken with Fannie Mae and were informed that condo loans from Hawaii will not be 
eligible for purchase. After a condo advocate pointed out that the Fannie Mae position 
appeared to be at odds with the Fannie Mae Seller Guideline, the testifier stated that they 
were referred to the legal department and had received no answer.> 

The testifier also stated, "It should also be remembered that there are often situations 
where the first mortgage is current but the maintenance fees are delinquent and in that 
situation, the condo association must act prudently because the lender cannot foreclose 
on a current loan." 

Their concept of "act prudently" would have the association spend legal fees to foreclose, 
eliminating the owner. Then, the mortgage would become delinquent and the mortgage 
company could time their foreclosure with market conditions or just after the association 
starts to rent the unit. 

Attached ("Exhibit "A") is a standard Multi-state Condominium rider by Fannie Mae/Freddie 
Mac Form 3140. This form is current as of the date of this letter.3 

The section on Condominium Obligations provides that the mortgagee is obligated to pay 
all condominium assessments. The section on Remedies provides the Lender with the 
option to pay unpaid assessments by the condominium association and add them to the 
amounts due by the borrower. The summary, also available on the website, is specific 
about modifications by lenders; these sections may not be modified.4 

Lenders have the option of insuring their loans with Private Mortgage Insurance (PMI) and 
charging the cost to the borrower. Condominium associations have to accept all buyers. 
Condominiums don't have an insurance system to compensate them for maintenance fee 
losses. 

If HB21 in its original form becomes law, then its effect would provide additional assur
ances that the condominium community would no longer suffer from Lender intransigence 
or hedging in the foreclosure process while associations attempt to recover maintenance 
fees by expensive renovations and rentals. 

2Hawaii Bankers' Association letter to House Judiciary, Feb. 22, 2013, page 2 

3https:llwww.fanniemae.com/contentllegal form/3140.pdf 

4The same requirement exists with Planned Unit Developments (PUD). These riders 
and permitted form changes may be found at: 
https:llwww.fanniemae.com/singlefa milylriders-addenda 
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c. Lenders warn that it will be harder to qualify for a loan5 

Lenders admit they'd have to be extremely careful on condominium loans to avoid being 
junior to a large lien and it may be more difficult to qualify for a condo loan. Lenders may 
also reduce the amount of the condo loan which means the borrower will need to have a 
larger down payment. 

This admission identifies one of the basic activities that created this foreclosure 
environment; Lenders made low down payment and sub-prime loans, and made 
loans to people who otherwise couldn't afford them. Now they complain when a 
consumer protection mechanism such as the original HB21 was introduced. 

D. Realtors warn that it will be harder to qualify for a loan6 

Their testimony stated in part, "HAR [Hawaii Association of Realtors] believes that the 
Government Sponsored Enterprises (GSEs) are critical to ensuring mortgage liquidity. The 
GSE's, or secondary market, such as Fannie Mae and Freddie Mac are of great 
importance to Hawai'l and the country. According to estimates, GSE loan volume ranges 
as high as two-thirds of all mortgage loans." 

They failed to disclose that Fannie Mae and Freddie Mac: 
(a) have provisions in their standard condominium rider that provide a mechanism that 

CAN WORK WITH a priority lien for the condominium association community; and 
(b) already have requirements for delinquent HOA dues to be cleared immediately.7 

Unfortunately for the condominium community, there is no clearly defined mechanism for 
condominium associations to know the current mortgagee since mortgages may have been 
resold several times and condominium associations may no longer know who holds the 
mortgage to a particular property. 

Realtors receive their income from condominium sales, not servicing. In the short term, 
they have everything to gain from a condominium sale and nothing to lose from a sub
sequent foreclosure. 

The long term approach is that a higher rate of delinquency in a condominium makes 
it HARDER to obtain mortgage financing. This difficulty adversely affects sales. 

5Hawaii Bankers Association lelter to House Judiciary, Feb. 22, 2013, page 2. 

6Hawaii Association of Realtors lelter to House Judiciary, Feb. 22, 2013, page 1. 

7Fannie Mae Servicing Guide Announcement SVC-2012-05, dated April 11 , 2012, 
Available at:hltps:llwww.fanniemae.com/content/announcement/svc1205.pdf. 
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Fannie Mae recognizes this long term view with their sales requirements. s Their 
requirements include a statement that, "No more than 15% of owners can be delinquent 
on monthly dues." 

More delinquencies mean more difficulty obtaining mortqages. It's that simple. 

E. Foreclosure Attorneys warn about unintended consequences 

One "unintended consequence" relates to HB21 HD1 and HB21 HD2 requirements that 
associations pay excess rental to the lending institution. The association is taking a large 
risk purchasing a condominium unit, renovating it, and renting it. 

First, the association is not in the rental business and must engage a real estate broker for 
the rental. Second, the association may lose all of the renovation expense if the bank 
foreclosures immediately following the renovations. Third, the proposals to pay excess 
rentals represents a difficulty for associations because they have no mechanism to 
determine the ultimate mortgagee." 

If the current bill becomes law, many associations will be unable to risk renting the unit if 
the mortgage has been transferred or otherwise flipped. This creates an additional loss to 
associations which would be borne by the remaining condominium owners. 

Another "unintended consequence" in testimony related to the "has to do with potential 
impact of this bill on mortgage lending in Hawaii" argument.'o This has been addressed 
previously. 

Significantly, the writer concedes: "Certainly, the bill might solve many of the problems con
dominium and other homeowner associations experience with delinquencies." 

If HB21 in its original form becomes law, there would be an unintended consequence to 
a lendor who makes a substandard loan and expects to wait for market conditions to 
improve at the expense of the condominium community. 

If HB21 in its original form becomes law, it would reduce the financial burden of 
foreclosure to the entire condominium community. It would enforce more respon
sible mortgage lending and servicing. 

SMultiple references. The most concise reference found was: 
hUp:/Iwww.investopedia.com/university/condo-buyers-guide/condo-buyers-guide9.asp#i 
xzz2NQ24aUJQ 

"Community Associations Institute (CAl) testimony to the House Judiciary, dated 
Feb. 22, 2013. 

'OJohn Morris, esq. testimony to the House Judiciary, dated Feb. 21, 2013, page 1. 
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F. Verbal testimony in opposition has warned that Hawaii would be the first 

What's wrong with that? With a large percentage of our population in condominium and 
community associations, we should seriously consider a solution that ensures (a) the 
condominium community and the borrower properly qualify for mortgages, and (b) the 
mortgage servicing is done in a responsible manner. 

The condominium community is not an ATM machine nor should it be forced to take 
foreclosure risks that adversely affect their fellow owners. 

I request that the committee take the courageous step to protect the 1,715 condominium 
associations (constituting 159,501 owners), restore the original HB21, and pass it out with 
parallel changes to HRS §514A-90. 

Should you wish to discuss further, your call is most welcome. My phone number is 423-
6766. Thank you for the opportunity to present information on this subject. 

Sincerely, 

Steve I 
. !: Digitally signed by Steve Glansteln 

G a n ste I n\ DN:c~ .. SteveGlanstein.o.ou.email .. Sleveghl@Gmall.com.c ... US 
.Jocatton: Honolulu, HI 

, i'" Date:·2013.03.13 04:5'1:28 -10'00' 
J 

Steve Glanstein 
Professional Registered Parliamentarian 
SG:tbs/ATTACHMENT 
o :\$P\Legislative2013\H B21 \Letter3. wpd 



Sen. Rosalyn Baker, Chair; Sen. Brickwood Galuteria, Vice-Chair 
Senate Committee on Commerce and Consumer Protection - H821 HD2 
Hearing Date: March 14, 2013 9:30 a.m. 
Page 7 of 8 pages 

MuItl&!BIB -,'" lPI_ (F00'm 3\010): PDF - 3140.pdf 

CONPC)MlNIVURlDER 

"'ThoP..,...,-irdudH.-............ .Nh""~~!......,......;....o£.'""'",,; .. m~_.~ 

.( .... "C' ___ J'roio;I"). lflhc_~===_JDo-Ibo;:,...w.jt .... PD>,jocI(lk"Oouon 
APod-tioo"')'boW.; .i ...... ~::&w'illaM..fltOJ'UlI:,I of"IM~.«.h ha'ip~ 6.~..ka D!.:&J5dttr~. m-...... O-'~ ....... -J>I'O""'h ""'....r .. of_._, 

CWIJ)(JMINIl.lMC'IlVE!tA!<lL Ia_ *' Ibt __ ..., ___ ...... ~~ 

~ ibid l...M6w a.tItI:r eoYCDU1 aDJ ~.M ~nnr..: 
A. c __ o ___ &-oIodlpd.oolllol'Borrow1r' ............ _1b.Ovht'· 

",,"O<I'.~Docu""", n,."C . "'Uo<DoonI>"lRtbc roOo<llnlio<> ....... _doean>eoI:_ 
...... -cmsficIIthcCOAllaWIAMtP:«:fect;(iJ)by-Iawa.:(iU)~ot~~_(iv) 1IMhcrC'llllliAteDtd..o.-n-t ~ 
JIll'" .t..II~_,_doo . .n_''''' -.. ~...-,..,.,....;o ... c~_, 

... Pnperq .. :rMM.. t:CIoImaIll;(MOwBu ~tiorI.:n .-"np widl.a~MOIIIJldiHuatol:. 
~ •• ~t6~"'.POlic1 .. 1lwC ' JaI""IIiPAtj.d~la~tD~aod~~ 
.......... _ ill Gol ........ ~~ ,",~b).l!i< Ibo poriodr. ~op8ot_ toy liro._ 
lI>:_wIdM. lbo_ • __ .... """_ ........ ~ kot»QIimMd."" ~ood 
tbtd.II. ~ ~ ~Hqw.s. ~ 'ttac 6J. t~ WIIiftIIlbtI prO'II __ " ~;1 fur bI ~ 
_"L_oflbo~,.-...' p'·_ .... ..-v_ ... 1ho1!loporir. 00100--' 
~_s_, ............. J'A'II"I)'_...,. ............ MPil:lpa\yi>_d~iD .... _1IIot . 
.... ......-........ i&~~u.,.......AuooioIioopOllo)l. 

WhotlAodot __ ... .....-oofibio......., ... ,tbooso ~ ... """'of ........ 
Bam>wa<u.np' .. ~~ ...... of"'IY.m~I""I""Y ...... "._~\>J"" _ .. b_poIq. 

. ll>ibe.-ofooliolnlmDmo of __ ~io ll<aof_ .. "",,;,.~.Jou" 
... ~._ .. d." ..... "_.-....,.~.~"'_ ........ loy--...a ... 
IIlIIIbo!"'i4 .. I.ndoI'lOorow/ .... ;-"' ................. 1,. .... &o..ori7-~ ... --..... - ... ......,if_.)IOldto_. 

C. 1'llKc~_ .. -...~..u 1Ib.JOb _ .. ...."bo_""'iDl!JnIr<;lIIIt ... 
""-' ..........,..,...- ........ IUolitil>-......... fOIlo:y ........ lofoao._*_of ....... '" 
~. . 

n. c..) _I ... 'DI.G ~Ma.. of:&lQ" INIiIt't orcllb1t.for~1filiIi, ~ar ~:CI:III=1sttDCUJ.. ~ ta 
~kII~M.ithUl1QW 7 j;.. ..... atL.t~cI..u(Jl'lMIYp!UI.rd:.l!~ .. ~IJi'il-mlif __ r4 
1Iio ......... """""'""' ... ",, __ in li.uoC __ o,"'hooob, ....;,;..dti!Cl<lol1!k ps;d .. 1.GoIt<. 
_~ .... lI ... ~"' ........... ""'_~b)' .... __ .. ~la __ ll. 

L ~ ..... C<Muooo<.-..-.J.oIlDOt •• _-.-. .. r.-Ioo:m4 .. iIl>LoaoHr'.¢or_ 
~ il!lIber~ar ~1bt~G'CDOIIiRII.ta:®thc IIbIIII f -~ or tumizuDon of., ~ ~7 I· 
;P.NjKt:,~£w t f 'trJI ... • f...,~lJ)'"lawia ... alHDf~~f,yffiGt~ 
~ 11"# a, 1M CftII: vtll ~~ .. _Iou 01 ~ ~ (Jl').ttq .... t ~ iIIPJ ~ fitbt 
C ' 7~H'tbt:~iI£« ... IIKJIN .. baefi~[iiij ..... b,li:r'of~ ... m!hDl!JlElat 
iIIII ~ of .. If' 1IIk#llICmoe'ltlll 09mmIi~~r:K(iy) IItJ ~'Whicb'WGUld ~ '<be I!ft'&1: 01. 

- ~$I!~ lia'biUtJ~~".J .... !Qecl1o"1bt-~~.. jr t 1.1C1-L~. 
IJJ. F. R M L U'B~~~paycoodcmiwlmchla.w_~"WbIIddue.~~IMYp.rJl . ·_.Nl1 __ b,rJ.aldof_-"""F .... U ........ ___ __"'tY .. 

s..:miIyT,ntmmnJI ~ ~odLaJ.dl:riIFW"fg.ok*- Qf~.~. ~ !IIIsII beciaausl:. 

Exhibit "A" 



Sen. Rosalyn Baker, Chair; Sen. Brlckwood Galuteria, Vice-Chair 
Senate Committee on Commerce and Consumer Protection - HB21 HD2 
Hearing Date: March 14, 2013 9:30 a.m. 
Page 8 of 8 pages 

M~ Rido ... ro:r AlilendEi (Fcim 3140): POF· S140.pdf 

1mmtt..w...tdio_ .. d.N ........... 5bdI ... ...,.BbI.. ___ -fulGILeaoIorto-
~~ 

HY:!lIiHII'I'GIIBLOW. __ "'" _to ... ____ iO.u.c""""","",lli<Iat. 

Exhibit "A" 

___ -,-_--=:!, .. OI) 
-~ 

~ _____ ,~~( .. OI) 



Paul Davis 
Secretary, Oahuan Tower Corporation 

1710 Makiki St. 
Honolulu, HI 96822 

Hawai'i State Senate 
Committee on Commerce and Consumer Protection 

Hearing: Thursday, March 14, 2013; 9:30 AM 

March 13, 2013 

HB 21 RELATING TO CONDOMINIUMS 

Dear Senator Rosalyn H. Baker, Chair, Senator Brickwood Galuteria, Vice Chair, 
and Committee Members: 

Aloha. My name is Paul Davis, Secretary of the Corporation of the Oahuan Tower, 
a Cooperative with 54 units in 10 stories. At its regularly scheduled meeting last 
night, the Board of the Corporation unanimously gave its support to HB 21 as 
originally submitted in the House. 

The current situation, where owners who do not pay their share of fees, places a 
large burden on the other owners who do keep up with their financial obligations. 
A case in point: we now have one owner who abandoned a unit over two years 
ago. The unpaid fees now add up to over $27,000 and, we anticipate, will 
continue to increase. Because our building has relatively few units, the burden of 
compensating for the unpaid fees falls heavily on the other owners, many of 
whom are senior citizens living on fixed incomes. The Board has had to increase 
fees twice in the last two years to make up for the unpaid fees and has also had to 
postpone making needed building repairs because of the situation. 

We, therefore, strongly recommend passage of HB 21. 

Mahalo, 
Paul Davis 
Secretary, for the Board 
Oahuan Tower Corporation 
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Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By 

Peter Sit 

Organization 

Apartment of Owners 
Association, Pono Kai 

Resort 

Testifier Position 

Support 

II 

Present at 
Hearing 

No 

Comments: (a) Bring back the original House Bill 21 that was designed to "even the 
playing field" for the 1,700+ condominiums and their 179,000 homeowners. (b) Make 
sure condominiums are protected by INCLUDING BOTH Chapter 514A and 514B. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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Submitted By Organization Testifier Position 

Joseph Gilmour II Kona West AOAO II Comments Only II 

Present at 
Hearing 

No 

Comments: I am secretary/treasurer of the Kona West AOAO Board in Kailua-Kona. 
Our association very much wants the language from original bill restored that provides 
HOA's like ours basic lien rights for unpaid assessments full priority over bank 
mortgages. This provision will provide banks with an incentive to expedite foreclosures 
and/or be more forthcoming on short sales. And with it the defaulting unit will become 
security for payment of delinquencies to our association and expedite the process for 
getting a fee paying new owner in the unit. Contrary to what you hear from the banks, 
the language we are advocating for is in keeping with the latest Fannie Mae guidelines. 
The net result will be a better housing st.ock and better maintained communities. Thank 
you. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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Submitted By Organization Testifier Position 

AI Inoue I The Hilo ~~~~n Centre I Comments Only II 

Present at 
Hearing 

No 

Comments: We manage a condominium association with 135 residential units. During 
the recession, we had a number of foreclosures that has deeply impacted our revenues 
from unpaid common area (CAM) fees. We may be forced to raise maintenance fees to 
compensate for the shortfall of revenue. Many of our owners are retirees on fixed 
income and will be deeply affected by any increases in the CAM. We request that you 
bring back to original HB 21 that was submitted to the House. We also request that the 
rental income bank bailout be removed. In order for us to rent a unit additional expenses 
may be needed to bring a unit to rent-able condition. We may not be able to recover this 
expense if the bank forecloses again on the unit. Thank you for your consideration. 
Sincerely, AI M Inoue 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 

. the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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Submitted By Organization Testifier Position 

'--__ R_ic_k_B_a_II __ --'11 OLS Hotels & Resorts II Comments Only II 

Present at 
Hearing 

No 

Comments: Comments: (a) Bring back the original House Bill 21 that was designed to 
"even the playing field" for the 1,700+ condominiums and their 179,000 homeowners. 
(b) Make sure condominiums are protected by INCLUDING BOTH Chapter 514A and 
514B. (c) Demand that the bill be amended to remove the rental income bank bailout. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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Roy Thompson II Castle Resorts & Hotels II Comments Only II 

Present at 
Hearing 

No 

Comments: I humbly ask that the Committee restores the wording and intent set forth in 
the original bill. It is very important that Associations have lien rights for unpaid 
assessments over bank mortgages. We ask you to support this restoration and move 
the bill forward. 

Please note that testimony submitted less than 24 hours prior to the hearing. improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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'--__ R_o_b_in_G_r_a_f _----'II Castle Resorts & Hotels II Comments Only II 

Present at 
Hearing 

No 

Comments: In regards to HB 21, I would like to see the original wording restored where 
it gives HOA's the basic lien rights for unpaid assessments priority over bank 
mortgages. Thank you, 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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Submitted By Organization Testifier Position 

L----.:D=.;i=an:.:.:e::...:...-Pa=-v:..::a:..::o_---lILI ----,-A..:..:O:..:A..:..:0::....:..cK=a:.:.:ha:...=La::.:.n:.:...i ----,II Comments Only II 

Present at 
Hearing 

No 

Comments: I humbly ask for your consideration that the Committee restores the wording 
and intent of the original bill that gives the homeowner's association basic lien rights for 
unpaid assessments priority overbank mortgages. Mahalo. 

Please note that testimony submitted less than 24 hours prior to the hearing. improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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Jon McKenna II Associa Hawaii II Comments Only II 

Present at 
Hearing 

No 

Comments: As the second largest association management company in the State of 
Hawaii, representing some 48,000 unit owners, we fully support bringing back the 
original House Bill 21 that was designed to "even the playing field" for the 1,700+ 
condominiums and their 159,000 homeowners. Further, it is critical to ensure 
condominiums are protected by INCLUDING BOTH Chapter 514A and 514B. And 
finally, the bill should be be amended to remove the rental income bank bailout. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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harry roffelsen II AOAO KAHA LlNI II Comments Only II 

Present at 
Hearing 

No 

Comments: I want the wording from the original bill, that gives the HOAs' basic lien 
rights for unpaid assessments priorty over bank mortgages. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



SENATE COMMITTEE ON COMMERCE & CONSUMER PROTECTION (HB 21) 

TESTIMONY OF NICHOLAS BLONDER 
RE HOUSE BILL 21, 

RELATING TO CONDOMINIUMS 

TO: Senate Committee on Commerce and Consumer Protection 
Chair: Hon. Rosalyn H. Baker 
Vice-Chair: Hon. Brickwood Galuteria 
and Committee Members 

Hearing Date: March 14,2013 @ 9:30 a.m. 

Introduction 

Hawaii's condominium associations (HOAs) are caught in a legal 
limbo that prevents them from collecting delinquent maintenance fees when 
a unit becomes "underwater" and is foreclosed by a mortgage holder. 
HB 211 will1evel the playing field by amending HRS §514B-1462 to 
eliminate the mortgage holders' unwarranted priority over HOA liens. 

This testimony is intended to reflect my views as an individual 
condominium owner and as a member of the board of directors of the Kaha 
Lani AOAO, 4460 Nehe Road, Lihue, Kauai, HI 96766. Kaha Lani is a 
§514B entity.3 

This testimony will explain why (1) HOAs should have priority over 
mortgage holders (pp. 1-6), and (2) the opponents' claims, about purported 

I Please note that HB 21 was amended once by each of the two House committees that 
heard the bill. Unless otherwise indicated, references to HB 21 in this testimony are to 
the bill as originally drafted, that is, without either of the amendments. 

2 Unless otherwise indicated, all statutory references are to the Hawaii Revised Statutes. 

3 Please note that this testimony is also intended to support the parallel amendment of 
§SI4A-90. 
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adverse effects ofHB 21 on the secondary mortgage and real estate markets, 
are unfounded (pp. 6-15). 

Background 

HE 21 is intended to address a direct consequence of the "Great 
Recession," which began in 2008. Before the economic downturn, 
foreclosures of condominium loans were rare. A default was usually due to 
temporary adverse circumstances intrinsic to an individual owner (e.g., loss 
of employment or divorce). Existing law has always given HOAs a basic 
lien right to secure payment of assessments, but it was seldom necessary to 
actually foreclose a lien. 

In most cases the property had equity, so the owner had an incentive 
to cure the default. If the financial adversity was quickly remedied, the loan 
would be reinstated. If the problem was intractable, the property would be 
sold, enabling the owner to preserve most of his or her equity. 

When the real estate bubble burst in 2008 there was a steep 
drop-often as much as 50%-in residential property values. A property 
owner is said to be "underwater" when the fair market value of his or her 
property falls below its mortgage balance. In many cases, the underwater 
owners have simply abandoned their property and stopped making 
payments. As a result, Hawaii condominiums are caught in a wave of slow
moving foreclosures.4 Before the mortgage crisis, nonjudicial foreclosures 
might only have taken a few months. But in the post-recession economic 
environment, foreclosures now can take years, during which time the HOAs 
are unable to collect a~sessment fees.s 

4 The delay inherent in the foreclosure process has been increased by recent legislation 
limiting the availability of nonjudicial foreclosures. (Acts 48 [2011] and 182 [2012].) 
This legislation has dramatically increased the amount of time it takes to complete a 
foreclosure. Support of HB 21 is not inconsistent with the foreclosure relief legislation. It 
is mentioned here only to explain that the HOAs' predicament has been exacerbated by 
the combination of (i) the substantial additional delay in the foreclosure process caused 
by the remedial legislation, and (ii) the unintended loophole (explained below) in the 
condo foreclosure law which enables banks to ignore, without adverse consequences, the 
cost of maintaining a portion of their security. 

5 At Kaha Lani, two units have been delinquent since February, 2009, with no resolution 
in sight. 
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Existing Law Is Out-of-Date and Unfairly Limits HOAs' 
Ability to Recover Delinquent Maintenance Fees 

Existing law provides that HOAs may perfect a basic lien for unpaid 
assessment fees. The heart of the present controversy is the law's provision 
that HOAs' lien rights are subordinate to any mortgage that was recorded 
before the delinquent assessment lien. The HOA may foreclose on its lien; 
but when the owner has no equity, this remedy would accomplish no more 
than to place the HOA in the shoes of the underwater owner. 6 Under these 
circumstances; the HOA's lien rights usually are worthless. 

The bank's security interest, on the other hand, is subject only to liens 
for taxes. No matter how long it may take for the bank to complete the 
foreclosure process or consent to a short sale, the HOA is precluded, by the 
bank's lien priority, from recovering from the security any of the costs 
attributable to the delinquent unit's share of the property's common 
elements maintenance costs. 

The HOA may also record a "special assessment" lien that is 
enforceable only against the next owner of the property.7 (§514B-146(g).) 
This would come into play if (1) a foreclosing bank takes title to the 
property and sells to a new owner, or (2) there is a short sale. In either case, 
the new owner is only responsible for up to six months of delinquent HOA 
fees. (§514B-146(h).) Even if the HOA were to eventually receive the full 
six months of fees, this arbitrarily limited amount often will not come close 
to covering the HOA's aggregate loss, which likely will represent several 
years' worth of unpaid maintenance fees. 

Please note that the six-month maximum duration of the special 
assessment has remained in the law unchanged since 2000. Before 2008, the 
time necessary to complete a foreclosure was normally measured in months. 
But since 2008, the average time to complete a Hawaii foreclosure is now 
measured in years. There is no valid reason why the HOAs' recovery of 
unpaid assessments-through a lien against the unit-should be limited to 
any arbitrary period of time. From the HOAs' standpoint, the six-month 
limitation on lien duration is functionally obsolete. 

6 House CPC amended HB 21, in harmony with HB 25, to facilitate an HOA's fore
closing its own lien and renting the unit out to recoup unpaid fees. However, this is an 
investment strategy whose risks outweigh its possible return. 

7 This is Hawaii's version of the' so-called "super lien," which is discussed in greater 
detail below. 
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The unfairness to the HOA is self-evident: the mortgage holder 
receives the full benefit of the HOA's continuing maintenance, for years, of 
the common elements, without having responsibility for the corresponding 
costs.8 The condominium lien law must be amended to take into account the 
new landscape of the real estate market. HB 21 accomplishes a reasonable 
adjustment of the stakeholders' interests. Simply put, a defaulted unit should 
be fully available as security to make the HOA whole with respect to unpaid 
maintenance fees. 

The Law Should Reflect the True Nature of the 
HOAs' and the Banks' Respective Interests 

HOAs Perform Functions Similar to Those of Public Agencies 

The HOA maintains the property's common elements (building 
exteriors, landscaping, parking lots, recreational amenities, etc.). In this 
respect, the HOA's roleis analogous to that oflocal government, which 
maintains public buildings, streets, parks, fields, schools and libraries, and 
public safety institutions such as fire protection and police.9 

In order to preserve local governments' ability to fund its necessary 
functions, the law provides that liens for property taxes and related fees have 
priority over virtually all other encumbrances, including mortgages. The 
HOAs' maintenance fees are analogous to property taxes and therefore 
should similarly have priority over mortgages, regardless of when the 
mortgage was recorded. 10 

8 Existing law states that the loss caused by a default in assessment fee payments shall 
be borne by the non-defaulting owners. (§5l4B-146(b).) This provision may have made 
sense when foreclosures were rare; but it likely was not intended to require the 
performing owners to absorb a substantial shortfall caused by the banks' ability to ignore 
these costs for years. ' 

9 An appellate court recently observed: "Courts have recognized a homeowners 
association functions as a quasi-governmental entity, paralleling the powers and duties of 
a municipal government." (Silk v. Feldman, 208 Cal.AppAth 547, 553 (2012.) 

iO It is commonly known that virtually all condominium units are subject to a monthly 
assessment that enables the HOA to maintain the property's common elements. The 
condominium project's founding documents, which are in the public record, normally 
contain CCRs that include the unit owners' responsibility to pay the assessment fees. It is 
reasonable to assume that all institutional lenders are fully aware of their borrowers' 
ongoing liability before closing escrow on a new loan. 
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Banks Are de facto Owners 

The modem mortgage is a virtual partnership between the lender-bank 
and the borrower-buyer. The bank usually provides the bulk of the funds 
necessary to close the buyer's purchase. The buyer is the equitable owner of 
the unit, and the bank receives a mortgage as security for repayment of the 
loan. These parties alone should bear all risks of loss associated with the 
unit. 

After a unit becomes underwater, the bank will have substantial 
control of the property. It can only be sold through a short sale, which 
requires the consent of the mortgagee bank. However, under existing law, 
the bank has no responsibility to pay the HOA fees accruing during the 
pendency of the foreclosure. Moreover, as explained above, the defaulting 
owner has little practical incentive to keep the HOA dues current. 

If a bank were to complete a foreclosure and become fee owner of a 
unit, HOA fees likely would be its largest recurring expense of ownership. It 
has been suggested by some knowledgeable observers that, under these 
circumstances, banks are "slow-walking" the foreclosure process to avoid 
responsibility for HOA fees while waiting for market conditions to improve. 

From the HOA's viewpoint, however, this is not a two-way street. The 
bank can ignore the fees which are legally chargeable only against the 
departed owner-mortgagor. ll But the HOA remains obligated to continue to 
currently maintain all of the common elements. 12 

It is acknowledged that a mortgage holder is not the fee owner and, 
therefore, should not have personal liability for fees that accrue during the 
foreclosure period. For this reason, HB 21 only treats the property as 
security for HOA fees. This equitable result is achieved by deleting the 
banks' priority over HOA liens for delinquent fees. 

11 The HOA could seek a civil judgment against the delinquent homeowner. However, 
this remedy entails substantial legal expenses to obtain a judgment which, in most cases, 
will not be collectible. 

12 If a homeowner has not paid his or her property taxes, the municipal government 
could not withhold maintenance of the public road in front of the delinquent owner's 
property. The road must be maintained for the benefit of the entire community. HOAs 
operate under the same principle, but without the municipalities' secure source of 
funding. 
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Moral Hazard 

At some point the HOA likely will have to either (1) increase its 
monthly fees or (2) impose multiple special assessments on the non
delinquent owners to restore the lost revenue. These financial burdens 
invoke the spectre of "moral hazard." The owners who have been honoring 
their obligations also end up subsidizing the banks' losses. As now written 
and applied, §514B-146 compels this result. A fee increase or special 
assessment under these circumstances amounts to a partial bailout of the 
banks. The HOA and the other owners are innocent bystanders; they are not 
parties to the bad loans made by the banks. They should not have to share or 
absorb any portion of the banks' mortgage losses. If HB 21 is not passed 
with the full HOA-priority lien intact, the non-delinquent owners will be 
forced to indefinitely continue bailing out the negligent banks. 

Fannie Mae Guidelines Are Not 
Inconsistent With HB 21 

The Hawaii Bankers Association (HBA) and the Mortgage Bankers 
Association of Hawaii (MBAH) submitted written testimony before the 
House CPC and Judiciary Committees. Their testimony emphasized possible 
"unintended consequences" if the bill were to be passed in its original form. 
The principal basis for their opposition to HB 21 was the claim that it would 
harm the local market for condominium loans. The bankers asserted that 
Fannie Mae and Freddie Mac's underwriting criteria may make it more 
difficult for originating lenders to sell their loans in the secondary mortgage 
market. 13 HBA and MBAH both identified Fannie Mae as a prominent 
secondary market for Hawaiian mortgages. 

There are serious problems with the bank lobby's argument. 

The Six-Month Limit Is Only a Guideline 

The keystone ofthe banks' argument is the purported six-month limit 
on HOA-priority liens, which are sometimes called "super liens." Fannie 
Mae's documentation has for many years referred to a six-month limit. 
However, this limitation is found within an extensive, diverse list of 

13 Fannie Mae and Freddie Mac are also known as Government Sponsored Enterprises, 
or GSEs. 
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guidelines that lenders are instructed to use when evaluating a condominium 
unit as security for a mortgage. Fannie Mae's "Selling Guide," a compen
dium of lender guidelines, is 1,200+ pages long. The six-month limit is just 
one among many factors that lenders are advised to consider. Moreover, as 
explained below, Fannie Mae recently amended this guideline to accom
modate HOA-priority liens with a longer duration. 

The Six-Month Limit Is Obsolete in Hawaii 

Please note that the six-month standard originated in 2000, long 
before the Great Recession and the ongoing foreclosure crisis. When this 
guideline was adopted, it took months, not years, 'to complete a foreclosure. 
In that context, it was reasonable to limit the HOA-priority lien to six 
months because, within that approximate time frame, the foreclosure would 
usually be completed and a new fee-paying owner would be taking over the 
unit. But while the Hawaiian real estate market has changed radically, the 
original durationallimit for the lien has never been adjusted to be reasonably 
consistent with the amount of time normally required to complete a 
contemporary foreclosure. 

As described below, Hawaii's HOAs are suffering from the actual 
"unintended consequences" of the outdated super lien statute. The super lien 
was originally intended to make HOAs substantially whole if a unit went 
into foreclosure-and six months of fees were usually adequate to cover all 
or most of the HOA's loss. Instead, the law's unintended effect has been 
doubly harmful: (1) it limits HOAs' eventual recovery to only a small 
fraction of the accrued obligation, and (2) makes it substantially more 
difficult for a new, current, fee-paying owner to acquire the delinquent unit. 
The latter consequence is a direct result of the banks' "right" to hold a unit 
in foreclosure limbo indefinitely without regard to the accruing unpaid 
maintenance fees. 

Bank foreclosures at Kaha Lani are averaging more than three years 
from start to finish. As noted above, Kaha Lani has two units that have been, 
and remain, in foreclosure since February, 2009. Consequently, no mainten
ance fees have been paid to the AOAO on either of these units for 48 
months. Our corporate property manager, which handles several condomin
ium properties, has confirmed that Kaha Lani's experience is representative 
of conditions found in the other properties it manages. The special assess
ment lien (§514B-146 (h)) offsets only a fraction of the actual loss suffered 
by the AOAO due to nonpayment of maintenance fees. At Kaha Lani, for 
example, the recovery rate after completed foreclosures is less than 12%. In 
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our case, the super lien is not very "super"; it delivers too little, too late. 
These are tangible, adverse consequences, and could not possibly have been 
the legislature's intent. 

A significant cause of the delay is recent foreclosure reform (Acts 48 
[2011] and 182 [2012]).14 However, the delay is not attributable only to the 
reform laws and the sheer quantity of foreclosures. It is generally accepted 
that the banks are manipulating the pace of foreclosures for their own 
financial advantage. Under existing law, after six months of delinquencies 
have accrued, the secured-party banks have no incentive (as far as 
maintenance fees are concerned) to expedite a foreclosure. 

The out-of-date six-month limit has become almost fully detached 
from today's marketplace reality. The Hawaiian version of the super lien, 
with its six-month limit, does not come close to offsetting the substantial 
losses being suffered by HOAs. In this era of volatile financial markets, 
there is no credible reason why the HOAs' lien for unpaid maintenance fees 
should be limited to any arbitrary duration. The proper standard is one that 
enables an HOA to be made whole, that is, to recover all of its unpaid fees. 

Florida Unilaterally Increased 
the Duration of Its Super Lien 

In 2010, Florida, one of the largest mortgage markets in the country, 
broke ranks and increased the duration of its super lien from six to 12 
months (Florida Statutes, §718.ll6(b) 1 a). This increase of the limit 
apparently has had no material adverse effect (i.e., "unintended consequen
ces") on the closing of new Florida condominium loans or their transfer to 
the secondary mortgage market. 

14 This testimony should not be interpreted as criticism of the reform legislation, which 
was intended to address multiple issues and represented a good-faith effort to aid home
owners confronting flawed foreclosure procedures. HB 21 only addresses the relation
ship between the HOAs and the mortgage holders. It will have no adverse effect on the 
rights of the homeowners who were the reforms' intended beneficiaries. Moreover, HB 
21 would encourage the banks and servicers to act more efficiently and responsibly, thus 
reducing the potential liabilities of owners of underwater units. 
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The Banks Have Offered No Credible 
Evidence to Support Their Dire Predictions 

If the HOA-Priority Lien Period Is Increased 

In testimony before the House Judiciary Committee, the HBA wrote 
that it had spoken with an unnamed Fannie Mae employee who purportedly 
said the six-month rule still controlled. However, in the same paragraph, the 
HBA alludes to an inconsistency, between Fannie Mae policy and 
documentation, which had been referred, without resolution, to Fannie 
Mae's legal department. The legislature should not accept vague 
conclusionary statements, and sweeping generalizations based on those 
statements, as the basis for maintaining an unfair status quo. 

Fannie Mae Has Changed Its Guidelines 
to Accommodate Longer Duration 

for HOA-Priority Liens 

The GSEs do not operate in a vacuum. They likely are well aware of 
the extreme delays that have become epidemic in Hawaii's foreclosure 
process and should be reluctant to punish consumers (i.e., sellers and new 
borrowers) for states' efforts (such as HB 21) to improve the HOAs' 
solvency. As apparently occurred in Florida, it seems reasonably likely the 
GSEs relaxed enforcement of their guidelines to accommodate much-needed 
relief for the state's HOAs. After all, financially secure HOAs are vital to the 
health of the local condominium market. 

The foregoing view is confirmed by Fannie Mae's recent amendment 
of its Selling Guide. Previous editions of the Selling Guide limited eligibility 
to loans subject to HOA-priority liens that were capped at six months. In late 
2012, however, the guide was amended to allow HOA-priority liens to be 

the greater of six months of regular common expense assess
ments, or the maximum amount permitted under applicable 
state law, to have limited priority over Fannie Mae's mortgage 
lien if the condo ... project is located in a jurisdiction that has 
enacted 

• the Uniform Condo Act 
• the Uniform Common Interest Ownership Act; or 
• other similar statutes that provide for regular common 

expense assessments, as reflected by the project's operating 
budget, to have such priority over mortgage liens. 
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(Selling Guide, Section B4-2.1-06, January 17,2013, at page 607; emphasis 
added.) 

This sea change guideline amendment was originally released on 
August 21, 2012, in' Selling Guide Announcement SEL-2012-07, at page 5: 

Fannie Mae is revising the Selling Guide to allow the greater of 
six months of regular expense (homeowners' association) 
assessments or the maximum amount permitted under 
applicable state law to have limited priority over Fannie Mae's 
mortgage lien. 

According to John S. Forlines, Fannie Mae's Chief Credit Officer: 

The change was driven by the fact that some states had 
requirements that more than 6 months of assessments were 
priority to our first lien. Prior to the Selling Guide change our 
guidelines were in conflict with these state laws. Obviously, we 
prefer a shorter period of time but we could not require our 
lender customers to be in conflict with the state laws. 

(Email dated 2/20/13); emphasis added.) As a practical matter, this revised 
Fannie Mae guideline invites state governments to amend their condomin
ium laws and thus tailor HOA-priority lien statutes to more reasonably 
address local financial and market realities. The Hawaii Condominium Law 
(§514B-1 et. seq.) is based on concepts from both of the above-referenced 
sets of uniform laws. HB 21 falls within the scope of the revised guideline. 

The Hawaii condominium market is a lucrative source of business for 
the mortgage industry. Even if Fannie Mae's guideline had not been revised, 
it is likely that, as in Florida, banks would have been able to continue 
making condominium loans. The Committee should be skeptical of the 
industry's speculative negative predictions. Moreover, the recent 
modification of Fannie Mae's guidelines suggests that the banking lobby's 
argument may have inadvertently misstated current underwriting standards. 

The foregoing discussion has focused on the inadequate, fixed six
month duration of the HOA-priority lien. HB 21, on the other hand, does not 
provide for a durationallimitation on the HOA's basic lien for unpaid 
assessments because none is necessary. Please bear in mind that HB 21 's 
maximum effect would do no more than restore to the HOAs funds they 
previously expended in good faith to maintain the banks' security. 
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"Unintended Circumstances" Regarding Loan 
Servicers Is Another Unwarranted Scare Tactic 

The opponents also claim loan servicer guidelines would prevent the 
sale of mortgages to the secondary market if the original version of HB 21 
becomes law. They suggest that limitations within the servicing agreements 
(between mortgage holders and servicing entities) will prevent loans from 
moving to the secondary market. This is yet another financial industry 
smokescreen intended to distract lawmakers from evaluating HB 21 on its 
substantive merits. 

Loan "servicing" is a component of the underlying mortgage. It is the 
process by which the originating bank or a GSE, acting on its own or 
through a subsidiary, collects loan payments from the borrowers and 
performs a variety of ministerial tasks. Loan servicing is a fee-based 
enterprise governed by the terms of the servicer's contractual relationship 
with the originating bank or GSE. The servicers' profitability depends on 
their ability to efficiently and effectively perform their obligations under the 
servicing agreement. 

HB 21's opponents are ingeniously attempting to inject wholly 
extrinsic risk factors as a justification for retaining existing law and 
requiring HOAs to continue subsidizing maintenance of the banks' security. 
For example, the HBA said it's "clear from the guidelines that lenders will 
not want to make loans to sell to Fannie Mae because the servicer ... will bear 
the brunt of the loss" ifthere's a delinquency. Simply put, HOAs should not 
have to shoulder either the lenders' or the servicers' risks of loss. 

The banks and GSEs on the one hand, and the servicers on the other, 
are powerful, sophisticated business entities that are fully capable of 
negotiating among themselves the allocation of financial risks, including the 
possibility of an HOA-priority lien default. Whether or not a loan servicer 
may be obligated to clear delinquent assessments is irrelevant to the question 
of whether the HOAs have to continue bearing losses for which they never 
assumed the risk. There is no justification for attacking HB 21 with 
contrived fallout from what is nothing more than part of the modem 
mortgage industry's basic operating model. 

As explained above, Fannie Mae has expressly endorsed the principle 
that states should be, and now are, allowed to establish HOA-priority lien 
rules that reasonably shift the risk of loss from innocent condominium 
owners to the security held by lenders who made the loans. Prior to July 1, 
2012, Fannie Mae's Single Family Servicing Guide provided: 
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If the [condominium] project is located in a state ... that provides 
for up to six months of delinquent regular condo assessments to 
have priority over the mortgage lien, Fannie Mae will reim
burse the servicer for up to six months of such advances. 

(Servicing Guide, March 14,2012, Part ill, §202.) Tellingly, this 
guideline was originally adopted in 2003, before the current 
foreclosure crisis. 

Fannie Mae recently announced a revision of the foregoing 
section, which provides: 

For properties located in states providing priority for assess
ment liens over a previously-recorded document, servicers 
must ... determine the amount to be paid in order to clear the 
HONs claim of lien and preserve the priority of [Fannie Mae's] 
mortgage lien. The amount is generally the lowest of: 

• the actual delinquent assessment balance and allowed costs, 
• the maximum amount due from the foreclosing first 

mortgage entity based on the provisions in the project's 
declaration, or 

• the maximum amount due from a foreclosing first mortgage 
entity under the relevant state statute. 

The servicer must pay that amount immediately following, but 
not later than 30 days after, the foreclosure sale date or 
acceptance of a deed-in-lieu of foreclosure. 

(Servicing Guide Announcement SVC-2012-05, page 1, April 11, 
2012; effective July 1,2012; emphasis added.) 

As with the previously-described modification of the Selling 
Guide, Fannie Mae is again acknowledging, this time in the context of 
loan servicing, that a state may establish laws providing for an HOA
priority lien greater in length than six months. 

The obvious conclusion to be drawn from Fannie Mae's guideline 
revisions is that lenders and servicers should work out the allocation of risk 
among themselves. And that risk includes the possibility that an HOA lien 
liability may be greater than six months. The lenders should not be permitted 
to hide behind out-of-date state lien laws to unfairly shift some of their 
losses onto innocent third parties (HOAs and their unit owners). 
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Foreclose and Rent 

In testimony before the CPC Committee, the HBA recommended that 
HOAs achieve relief by foreclosing their own liens on delinquent units 
(which are already subject to a pending mortgage foreclosure) and renting 
them out to offset the uncollected maintenance fees. The HBA offered the 
following analysis: 

[I]f this bill [HB 21] were to become law, there is little incent
ive for an association to act prudently knowing that eventually 
the entirety of the delinquent assessments will be paid. 

The HBA appears to be arguing that the prudent course for an HOA is to 
ignore the obvious benefit of HB 21 (i.e., full payment of delinquencies) 
and, instead, begin investing in underwater units. 

HB 25, pending in the current session, would amend the foreclosure 
law to facilitate nonjudicial foreclosures by an HOA. There may be some 
circumstances in which the possible benefits of foreclose-and-rent may 
outweigh the many risks. 15 And the choices available to an HOA should not 
be limited. On February 13th

, the CPC Committee recommended that HB 21 
be "Passed, with amendments." The amendment incorporated some details 
of a foreclose-and-rent remedy into HB 21. It clarifies how to determine an 
HOA's net income from renting a foreclosed unit and provides that excess 
rent, as defined, shall be distributed to the other lienholders. 

Since HB 21 HD1 retained the HOAs' basic lien priority over 
mortgages, I did not oppose the amendment. 

The Judiciary Committee retained the foreclose-and-rent provisions in 
HB 21 HD1, but deleted the changes in the original bill that established 
priority, for the HOAs' basic lien, over mortgages. While foreclose-and-rent 
may occasionally benefit an HOA, it does not assure the necessary relief that 
would be provided by an effective basic HOA-priority lien. 

15 My earlier CPC Committee testimony detailed many of the risks inherent in this 
approach. Chief among them were (i) substantial acquisition costs (including legal fees) 
(ii) refurbishment expenses, and, most significantly, (iii) the pending foreclosure of the 
first mortgage. As a practical matter, the HOA would be stepping into the shoes of the 
underwater unit owner. 
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Voluntary Surcharge of Innocent Unit 
Owners Is Not a Substitute For an 

Adequate HOA-Priority Lien 

The Judiciary Committee also amended HB 21 to allow HOAs to 
surcharge their owners 10% of their maintenance fees to establish a reserve 
fund to cover delinquencies. I will not address the merits of this scheme 
because there are none. HB 21 HD2 represents a ISO-degree reversal of HB 
21 's core objective: an effective HOA-priority lien that matches the duration 
of a foreclosure. If HOAs were to support the surcharge amendment, they 
would, in practical effect, be embracing and ratifying the same unfairness 
which prompted the introduction ofHB 21 in the first place. 

The sum total of the Judiciary Committee's amendments has been to 
gut the original bill and replace its former substance with two purported 
remedies which will only be oflimited benefit to Hawaiian HOAs. HB 21 
HD2 creates an illusion of relief whose only apparent purpose is to provide 
political cover for maintaining the status quo. 

The Realtors' Opposition Is Misplaced 

The gist of the Realtors' objections is that HB 21 may make it harder 
for buyers to qualify for loans and thus reduce home values. The Realtors, 
however, are ignoring the obvious: continuation of the unjustified allocation 
of accrued losses to HOAs and the performing owners will inevitably cause 
HOAs to significantly raise monthly fees and/or impose serial special 
assessments. This, in tum, will increase unit carrying costs, thus making it 
more difficult for purchasers, especially first-time buyers, to qualify for 
financing. If HB 21 is not enacted, the Realtors should be concerned that the 
continuing wave of delinquencies will threaten HOAs' solvency. 

Any agent will tell you the first question asked by a prospective condo 
buyer always is "What are the monthly fees?" The heightened risk of 
increased levies will discourage buyers. Moreover, these known liabilities 
associated with unit ownership are circumstances which real estate agents 
are legally duty-bound to disclose to prospective buyers. 

On the other hand, HB 21 allocates these costs where they properly 
belong, to the security for the mortgage holders who, as secured parties, 
have enjoyed the full benefit of the HOAs' maintenance efforts-while 
paying nothing for those services. By making the HOAs whole, the original 
version of HB 21 would enhance the financial health of this important 
segment of the real estate market. In the long run, the Realtors' interests 
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will be better served by laws which help-rather than hinder-HOAs' 
ability to maintain their properties' common elements. 

Conclusion 

Under existing law, foreclosing banks receive the full benefit of the 
HOAs' maintenance of the banks' security, but have no responsibility for the 
unit's proportionate share ofthe corresponding costs. If given priority over 
the banks, the HOA's basic statutory lien rights should enable them to be 
made whole. HB 21, as originally drafted, accomplishes this by updating 
§514B-146 to (1) reflect the post-recession realities of the condominium 
market and (2) rescind the banks' unfair priority over HOA liens for 
delinquent maintenance fees. 

The mortgage industry is using speculative and inaccurate scare 
tactics to discourage support for HB 21. However, nothing in the mortgage 
industry's submissions eclipses the fair result that would be implemented by 
HB 21. Moreover, Fannie Mae's suitability guidelines have recently been 
amended to accommodate legislation such as HB 21. Contrary to the 
industry's prediction of dire consequences to the local mortgage market, HE 
21 has much to offer: 

1. It would remedy the HOAs' long-standing problem with 
uncollectible maintenance fees for foreclosed underwater units. 

2. It would fairly compensate the HOAs for maintaining the 
defaulting units' shares the properties' common elements. 

3. It would cause the banks to become more forthcoming and 
cooperative in agreeing to and performing on short sales which, in tum, 
would sooner get new, paying owners into the delinquent units. 

4. Banks and loan servicers would stop slow-walking their fore
closures because the units would become full security for payment of their 
accrued unpaid maintenance fees. 

5. It would address the banks' moral-hazard problem by relieving the 
nondefaulting unit owners from the burden of partially bailing out of the 
banks' losses from bad loans. 

I strongly support the enactment of HB 21, as originally introduced, 
with the only amendment being a parallel revision of §514A-90. Provided 
that the original wording of HB 21 is restored, I do not support or oppose the 
foreclose-and-rent amendment added in HE 21 HD1 and the surcharge 
amendment added in HB 21 HD2. 
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Please contact me at (415) 381-4340 (cell) or ngblonder@yahoo.com 
if the Committee has any questions about this testimony. 

Dated: March 11,2013. 
Respectfully submitted, 

lsi Nicholas Blonder 
Nicholas Blonder 
4460 Nehe Road, #324 
Lihue, Hawaii 96766 
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HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Frank Mead II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: I am a retired WA State Real Estate Broker; General Manager of Non Profit 
Homeowner Assoc.'s of over 1,000 units each for + 25 yrs, as well as a retired Marine 
Corps 1 stSgt of 20 years active duty. I am an owner of a condo and a residential home, 
both belonging to an HOA. I was amazed at HI's laws disallowing HOA's from pursuing 
in some manner, delinquent Maint Fees or Dues plus costs, which is the lifeblood of all 
HOA's. As the GenMgr of HOA's in WA State, we filed liens as well as extensive use of 
the Small Claims Court system before the delinquent amount per unit exceeded the 
systems dollar limitation. We also suspended all rights & privileges of delinquent owners 
once the amount owed exceeded two months fees or dues. In addition the amounts 
owed which continued to accrue, plus interest and any relative costs,which in the event 
of a voluntary or foreclosure sale of the property, access to their newly acquired 
property was denied using common property to get there. This was harsh but necessary 
in order to ensure fees and costs were paid, otherwise the burden transferred to owners 
whose accounts were paid current, in order to keep the quality of the HOA property up 
to par and pay salaries and other related operational costs. In some cases I have seen 
first hand where members of the Board of Trustees have given or loaned the HOA 
money to pay vendors and meet payroll because there were insufficient fundssd 
available. I have served on two HOA Boards and the need to seek and receive 
delinquent funds and specisal assessments is critical to all HOA's and I would urge the 
HI Legislature to pass whatever legislation comes before them to provide for the 
necessary actions to do so and avoid the burden from being shifted to the owners who 
have paid in good standing. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By 

Veronique Bucherre
Frazier 

Organization 

Individual 

Testifier Position 

II Comments Only II 

Present at 
Hearing 

No 

Comments: Dear Sir, Dear Madam: I wish to call your attention of the wording of the 
following paragraphs of Article [§514B-146] Association fiscal matters; lien for 
assessments. Sub-paragraphs g. 2) and h., include detailed instructions about who 
pays; who does not pay; and even sets the limit of arrears to be paid by the subsequent 
purchaser. However detailed, they omit to specify or establish the terms concerning 
payment of the assessment during the phase between notice, foreclosure, transfer and 
sale of the property. Whoever -or whatever person- holds the Deed is responsible; be it 
an individual or a corporation. If this were to unduly prolong the foreclosure process, all 
arrears accumulated during such process shall be the responsibility of the person 
having legal access to the unit. It is expected that such details should also be included 
here. The contrary leads to the conclusion that the bank's debt is passed on to the 
second buyer, for the bank's benefit at the owners' expense and, ultimately, the 
community's. Fourteen states have already adopted laws regarding this. Please, make 
Hawaii number 15! Sincerely, Veronique Bucherre-Frazier, #310 Kona West 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Present at Submitted By Testifier Position 
Hearing 

L-~Je~a~n~M~c~A~u~liff~e __ ~IIL-__ ~ln~d~iv~id~u=al _____ I,LI~C~o~m~m~e~n=ts~O=n=IY~ILI ____ ~N~o~ __ ~ 

Comments: The current version of HB21 under consideration is greatly weakened 
compared to the original bill. I urgently request that the wording from the ORIGINAL 
BILL be restored that gives the HOAs basic lien rights for unpaid assessments full 
priority over bank mortgages. It is not fair that homeowners (like me) should suffer 
financially from the growing burden of delinquent association fees due to abandoned 
units. Why should homeowners have to pay the price for the banks' unacceptably long 
delays in foreclosing on these condos or for approving risky mortgages in the first 
place? In the last six years, I have seen my HOA fees increase by 15%. Small non-profit 
HOAs like ours deserve a fair chance at recouping delinquent fees so that homeowners 
like me who are working hard to meet our financial obligations do not have to suffer 
additional fee increases and/or reduced maintenance and services. I hope our 
legislators will give homeowners that chance by restoring HOAs' full priority over bank 
mortgages for these unpaid assessments. As our elected representatives, it is the right 
thing to do to put homeowners and our communities first. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/13/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Rachel Glanstein II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Please go back to the original draft of HB21. The legislature needs to listen 
to their constituents, not to bank lobbyists. The original version of HB21 does what is 
right for condominium associations, which is where many constituents live. Please read 
the testimony provided by those of us who are condominium owners and who always 
have to pay more when other owners are delinquent. Banks don't move on foreclosures, 
which makes it impossible for our associations to ever collect all of what we are owed. 
This is unfair to let banks control the association's ability to pay its bills and take care of 
its property. Please return to the original version of HB21 that protects condoniinium 
associations, and make parallel changes to the older condo low, 514A. Mahalo! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/13/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

AI M. Camosso II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: I am the owner of unit 176A at Makaha Valley Plantation .. I am very 
interested in HB 21 and wish to have the following language reinstated. Please restore 
the language that gives the HOA's basic lien rights for unpaid assessments full priority 
over bank mortgages. Mahalo Nui Loa. AI M Camosso 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/13/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Donna Scott II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: I urge that the committee restore to this bill the lien priority given to the 
homeowners' associations for past due HO dues. Simply allowing the HO Assns to 
burden the homeowners by yet ANOTHER reserve obligation is no kind of relief at all, 
and is unfair to homeowners who are struggling to pay the present dues and 
assessments. The banks should pay a fair share! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/13/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Present at 
Submitted By Organization 

Hearing 
Testifier Position 

Lo rra i ne ken nedy 11'--_---"-1 n",d.;....iv,-"id-,-u.;....al ___ I, LI _C_o.:..:.m""mc..:ec:cnc..:ts_O,-,n..c.ly,,--,1 L 1 ___ N_o __ --' 

Comments: Pleaee restore the wording from the ORIGINAL bill, that GIVES THE HOAs' 
BASIC LIEN RIGHTS FOR UNPAID ASSESSMENTS, FULL PRIORITY OVER BANK 
MORTGAGES. Please support owners, not banks .... this is Hawaii. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/13/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Present at Submitted By Organization Testifier Position 
Hearing 

~_D_a_m_o_n_F_a_ir_c_hi_ld __ ~II~ ____ ln_d_iv_id_u_a_l ____ ~I~I _C_o_m_m_e_n_ts_O __ nl~y~I~1 _____ N_o ____ ~ 

Comments: Please bring back the original HB21 to support the consumers represented 
by ALL condominiums, i.e. 514A and 514B 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position Present at 
Hearing 

Agnes Arany-Makkai II Individual II Comments Only IIL-__ N_o'--_-' 

Comments: Please restore the wording, from the ORIGINAL bill, that GIVES THE 
HOAs' BASIC LIEN RIGHTS FOR UNPAID ASSESSMENTS FULL PRIORITY OVER 
BANK MORTGAGES. WE are poorer than the damned banks! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Brent Mukai II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: I am an owner of a condominium suffering from raised fees to cover 
delinquency. I favor giving the HOA's priority to basic lien rights over that of the 
mortgages owed to banks or lenders. We must be able to recapture our expenses 
without additional expenses being incurred. Please help us! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 

\ 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Christine M Burton II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: I am very concerned about the overall financial health of our Hawaii condos 
and projects due to the numerous short sales and foreclosures in this economic 
meltdown. Please bring back the original HB21 to support ALL the homeowners 1 
consumers of our condos 1 projects (514A & 514B). Ultimately, this will greatly help 
Hawaii keep our buildings and homedwellings safe and financially sound. Thank you for 
reading my comments. Sincerely, Christine M. Burton 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Paul Stuart II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: As a condo owner I've had my condo fees rise significantly over the past 
few years. A large portion of the fee increases have been caused by the need to cover 
the cost of owner delinquincies, many of whom live off-island. HOA's need a mechanism 
to deal with this serious issue. I strongly favor giving HOA's priority in basic lien rights 
over that of the mortgages owed to banks and other lenders. HOA's should be able to 
recover their expenses from delinquint owners. Responsible condo owners should not 
be penalized due to the delinquincy of irresponsible owners; the irresponsible owners 
should be penalized for their delinquicy, and the condo HOA should be able to recover 
the value of delinquint payments. This is only fair. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Rachanobol Prapatat II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: As an owner of a condo paying higher fees to cover delinquency, I favor 
giving the HOA'S priority to basic lien rights over that of the mortgages owed to banks or 
lenders. We should be a ble to recover our expenses in a maner before we on time 
payees are forced additional expenses that have the potential to bankrupt us as well. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

'----'-Jo'-'s--'-e-'-ph_G_ri_m_e_s _--,1,-1 ___ I n_d_iv....:id"'u.::.;.al'----_--'II Comments Only II 

Present at 
Hearing 

No 

Comments: As I understand it, the wording of the original bill gives homeowners' 
associations basic lien rights for unpaid assessments full priority over bank mortgages. 
But this was taken out in committee. As a member of the Homeowners' Association 
pertaining to Makaha Valley Plantation, I see rights for unpaid assessments having full 
priority over bank mortgages was taken out in committee. That places homeowners' 
rights in danger. Please restore thewording. initial 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization 

Lucy Bridges II Individual 

Testifier Position Present at 
Hearing 

II Comments Only II'--_--'N...;..0c--_---' 

Comments: Please add in language that gives the HOA basic lien rights for unpaid 
assessments priority over those of a bank mortgage. HOA's are smaller entities that 
need their owed maintenance fees to insure the properties as a whole are maintained. I 
am an owner in a develoment where there have been foreclosures and the HOA really 
needs their funds to ensure the whole property looks good and in the end the banks will 
benefit by receiving a higher sale amount for the property because the surroundings are 
maintained. It is a win/win. Thank you for allowing me to comment. :) 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Karen Adams II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: As an owner of a condominium suffering from raised fees to cover 
delinquency, I favor giving the HOA's priority to basic lien rights over that of the 
mortgages owed to banks or lenders. We must be able to recoup our expenses in a 
more favorable manor before we on time payees are forced additional expenses that 
have the potential to bankrupt us as well. 

Please note that testimony submitted less than 24 hours prior to the hearing. improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization 

Debbie Kelley II Individual 

Testifier Position 
Present at 

Hearing 

II Comments Only ILl _----.:N:..:.:O=---_---1 

Comments: As an owner of a condominium suffering from raised fees to cover 
delinquency, I favor giving the HOA's priority to basic lien rights over that of the 
mortgages owed to banks or lenders. We must be able to recoup our expenses in a 
more favorable manor before we on time payees are forced additional expenses that 
have the potential to bankrupt us as well. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



March 12, 2013 

HB21 

We are disappointed that some of intent of HB21 has been eliminated. 

Condominium Homeowners Associations have a need to receive full compensation from its members to 

fully execute their operating plans. When a condo property goes into receivership, with the law as it 

currently exists, revenue is lost to the associations forever. Further, financial institutions, as new 

owners of the property and with the current laws, have no incentive to sell 'until the market has 

recovered'. This could be months or even years. 

The intent of our original submission was to point out that the financial institutions are, in effect, 

co-signers with the condo purchasers with respect to the homeowners association and they themselves 

have taken on the liability of the Homeowners Association fees should the condo property owners 

default. Just as we are liable for any commitments made by us as co-signers, the financial institutions 

should be liable for the homeowners association fees when property owners default. (and by 

extrapolation maybe they would not be as quick to make mortgage loans to higher risk applicants). 

We implore that legislators reinstate the language into HB21 that gives Homeowners Association fees a 

priority over financial institution mortgages. In fact, the wording should be strong enough that the 

financial institutions must pay these HOA fees on the same timetable as other owners in the condo 

association. 

Thank You 

George+Shirley Snead 

owners: Kaha Lani, Kauai 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

,----,Hc.:.e::..:r.:.:.m:.::a.:.:.n...:.:M...:.:a:..:s..:...t :..:clll'----.JI LI __ .:.:.1 n:.::d.:.:.iv.:..:id:.::u=.al'---_---.JII Co m ments On Iy II 

Present at 
Hearing 

No 

Comments: Please RESTORE wording of the original bill GIVING HOA'S BASIC LIEN 
RIGHTS FOR UNPAID ASSESSMENTS FULL PRIORITY OVER BANK MORTGAGES. 
This is an extremely important provision which should be included in the bill's final 
form!!!!! HOA's need authority to col/ect in order to perform their functions adequately. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Present at Organization 
Hearing 

Testifier Position 

~ __ D_av_i_d_M_e_d_e_iro_s __ ~II~ ____ ln_d_iv_id_u_a_I ____ ~II~C_om __ m_e_n_ts_O __ nl~y~I~1 _____ N_o ____ ~ 

Comments: I think that the you should go back to the ORIGINAL wording in the 
ORIGINAL bill that gives the HOAs' basic liens rights for unpaid assessments FULL 
priority over bank morgages. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Te.stifier Position 

Elizabeth Fernandez II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Bring back original House Bill 21 for the 1700 plus condominuims and their 
179,000 homeowners. Condos need to be protected by both Chapter 514A and 514B. I 
demand that the bill be amended to remove rental income bailout. 

Please note that testimony submitted less than 24 hours prior to the hearing. improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

'--__ G_in_a_H_a_r_ris __ -'ILI ___ In_d_iv_id...;..u_al __ -,II Comments Only II 

Present at 
Hearing 

No 

Comments: To the committee, I would like you to retore the wording from the original 
bill. The wording that allows the HOA's basic lien rights for upaid assessments priority 
over bank mortgages. Thank you very much Gina Harris 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Andrew Bisnar II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Dear Committee, Will you please restore the wording from the original bill. 
The wording that allows the HOA's basic lien rights for upaid assessments priority over 
bank mortgages. Thank you 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position Present at 
Hearing 

II Comments Only II'--__ N_o __ -' L_ ___ T_e_rr_iM_o_o_d~y __ ~IIL_ __ ~ln~d_iv_id~u~a_I ____ ~L __ ~~~~~ 

Comments: I would like you to restore the ORIGINAL bill, that GIVES THE HOAs' 
BASIC LIEN RIGHTS FOR UNPAID ASSESSMENTS FULL PRIORITY OVER BANK 
MORTGAGES. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Ben Easters II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Please use the original wording of HB21. It's necessary for HOA's to 
receive the assessments due from owners that have defaulted so that those of us that 
haven't defaulted won't end up owning units in condemned complexes! Thank you. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Melanie Easters II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Please restore the wording to that used in the original bill, giving HOA's lien 
rights priority over bank mortgages. By leaving HOA assessments unpaid, other owners 
are forced to make up the difference to maintain their communities, causing more and 
more home owners to fall behind in mortgages and payments, thereby perpetuating the 
original problem rather than contributing to its solution. Mahalo. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position Present at 
Hearing 

II Comments Only 11'--_--'N...:..o=---_-1 L-_C~h~a~rl~o~tte~S~to~k~e~s~IIL-__ ~ln~d~iv~id~u=a~I ____ ~L~~~~~~ 

Comments: On HB 21: Please bring back the original form of this bill, including chapters 
514A and 514B. There is no need for condo associations to bail out the banks. If a bank 
forecloses on a condo it should pay the maintenance fees. Currently they need not pay 
them even if the unit has been rented out by the bank. My association fees include 
water, sewer and garbage pick up. Banks do not need a free ride. The owners like me 
pick up these costs. Further, the current practice finances banks' dawdling, not giving 
loans to qualified buyers, moving along the properties. That is, doing the opposite of 
fostering a healthy real estate market. No matter what the banks say, Fannie Mae does 
not object to treating condos like other properties. Please reinstate the original for of 
HB21. Thank you, Charlotte Stokes 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Robert Grebe II Individual II Comments Only II 

Presen~ at 
Hearing 

No 

Comments: I urge you to revert to the original language in this bill. You need to restore 
the wording, from the ORIGINAL bill, that GIVES THE HOAs' BASIC LIEN RIGHTS 
FOR UNPAID ASSESSMENTS PRIORITY OVER BANK MORTGAGES. Mahalo. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position Present at 
Hearing 

I Tanya Urcavich, Ph. D 11'--_---'-'-ln:..:.:d""iv,c:id:..:.:u.=al ___ I,LI --"C--=o.:..:.m:.:..:m.:...:ec.:..:n..:,:ts'-O::...:n..:.:,ly'--'ILI __ .....:N...:.co=---_--' 

Comments: I urge you not to water down this bill to the point where it has no impact. 
Please consider using the wording from the original bill. Support owners, not banks! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Linda Morabito II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: (a) Please bring back the original House Bill 21 that was designed to "even 
the playing field" for the 1,700+ condominiums and their 179,000 homeowners. 
Represent your consituents and the voters, not special interest groups. (b) Please make 
sure condominiums are protected by INCLUDING BOTH Chapter 514A and 514B. (c) 
Definitely amend the bill to remove the rental income bank bailout for banks. (This 
occurs if the association has to risk buying, renovating, and renting the unit. The bank 
then forecloses again and gets the financial benefit of all of your condominium's hard 
work.) This is totally unfair to the association members who are paying for bank delays 
already! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

LeRoy C. Klemt II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Please support HB21 which will give greater protection to condominium 
associations in foreclosure actions. Banks have already received significant benefits 
from both the federal government and the State of Hawaii. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

John Douponce II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Restore orginal bill, that gives HOA's basic lein rights for unpaid 
assessments priority over Bank mortgages. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Jean Lambert II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Dear Committee Members, As an owner and a member of the Kaha Lani 
AOAO, I am asking you to restore the wording on the ORIGINAL HB21 bill, which gives 
the HOA,s basic lien rights for unpaid assessments priority over bank mortgages. 
Without that, banks have no incentive to sell the property, and we have had some 
properties at Kaha Lani in foreclosure for over 2 years! Month after month the unpaid 
maintenance fees grow, since the banks have no responsibility to pay these. Owners 
should not have to pick up after the banks! Sincerely, Jean Lambert, Secretary Kaha 
LaniAOAO 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position Present at 
Hearing 

richa rd hen riksen 11'-----_----"-1 n:..::d.:..:.iv.:.,:id:..::u.:ca I'----__ I,LI :..::C:..::o.:..:.m::..:m.:.:e:.:..:n.:.:ts.:..:.O::..:n..:oly, __ JLII __ .....:N....:.:o=---_........J 

Comments: please bring back the original House Bill 21 that was designed to "even the 
playing field" for the 1,700+ condominiums and their 179,000 homeowners. I am one of 
the owners. It is unfair that the banks who can protect their interests by forclosing can 
delay and cost home owners associations allot of money. This is not fair. We need to 
make sure condominiums are protected by INCLUDING BOTH Chapter 514A and 
514B. We need to amend the provision to remove the rental income bank bailout. This 
would be fair because putting the AOAO ahead of the banks will mean that the banks 
would either have to move fast on delinquencies or add the maintenance fees to the 
mortgage (like they do with lease rent and property tax). This could really help condos 
with respect to foreclosures. There may even be less condo foreclosures since the 
banks will watch delinquencies more closely. Many mortgages already give the banks 
the right to pay the maintenance fees and charge the homeowner. Hawaii could be the 
most progressive state for protecting the condominium owners/consumers. What's 
wrong with that? Thanks richard henriksen 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov . 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position Present at 
Hearing 

II Comments Only II'--__ N_o __ --' L_ ___ D_e_b_i_W_i_lIi_s __ ~IIL_ ____ ln_d_iv_id_u_a_I ____ ~~ __________ ~ 

Comments: In reading the current version of this bill, it seems the Commerce/Consumer 
Protection Agency has only been given the right to protect Banks rather than offering 
any sort of protection to Taxpayers who own property governed by a HOA. What 
happened to the language to provide HOAs with lien priority for unpaid assessments? 
How does removing that much needed stipulation protect Hawaii's consumers? I hope 
you will reconsider and restore that portion of this bill. Please fully consider the 
consequences of your actions. Me Ka Mahalo ihi. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

. I Sue and Dick Burriss II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Please return the original language to this bill. The amendments have 
transformed the intent of the bill. We want to give Homeowner Associations lien rights 
for unpaid fees and assessments. These rights should have priority over the bank liens. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Doug Holien II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Please restore the bill language that gives HOAs superior lien rights for 
unpaid assessments over bank mortgages. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Organization Testifier Position 

L----=-D-=-eb"-'b:..:..ie=--G.::....:.:.;ur...;cu:..:..le_---.JILI __ .:..:.1 n:..:::d.:.c.iv.:..:idc:::u.:::.al'--_--'ILI --=C...:.o.:..:.m::..:m.:..:e::..:n.:..:ts'--O.:::.n-=-Iy"-'I,l __ --=N...:..o=---_---' 

Comments: "Please bring back the original HB21 to support the consumers represented 
by ALL condominiums, i.e. 514A and 514B." 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Maria Johnson II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: The AOA's should get all of the back maintenance fees before the banks 
receive any of the money due them. As a home owner we have to pay extra fees 
because of these people who let the maintenance fees go delinquent. It is very unfair to 
us as the banks should have never given a loan that was not secured. They have the 
funds to make up these losses as we DON'T!!! Please return this bill back to it's original 
wording and save all of us, the little guys who work hard to have these nice places not 
the big guys, banks!!! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

WWood Cole II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: This bill, as it was originally worded, gave some relief to the homeowners of 
condominium properties from other defaulting owners. As the original intent of the 
Horizontal Property Regimes Law was to provide a form of ownership much like a 
municipality with all the do's and don't associated with this "municipality". Now we find 
ourselves in last position and helpless to enforce something as simple as collecting our 
homeowner fees and reserve amounts. I believe it was over 20 years ago, the 
legislature passed a bill requiring all condominium associations to establish a 
"reasonable" reserve fund or 100% funding. That is, a 20 year roof would have, at 15 
years .. 15 years of funding in the reserve. The concept of this was to provide 
homeowners a reasonable expectation of funding actual replacement costs without 
having to assess owners with a "special assessment". Our BOD at Kaha Lani has had 
to increase our homeowners fees over the last several years to cover our reserve and 
maintenance fees because of non-payment of other owners (including lending 
institutions). This year a special assessment became necessary. The legislature, it 
seems, has tried to provide some protection to associations of homeowners in the past, 
but seems more intent on protecting lending institutions at this point. If the point is to 
make sure that lending institutions are going to keep lending, please don't be taken in 
by the threat that these lenders will be reluctant to provide further lending. This is a 
competitive society and where one may pull out, the void will be taken up by someone 
else. If we, as homeowners, must continue to pay for others with no recourse for 
collecting, there may be no more homeowners to provide lending to anyway. Please 
REINSERT the wording from the original bill to provide HOA's BASIC LIEN RIGHTS 
FOR UNPAID ASSESSMENTS AND HOA FEES priority over lending institutions, as 
was originally intended by the Horizontal Property Regimes Law of 1961 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Arthur Kluvo II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: First, here is some background. I am an owner of a single bedroom unit at 
AOAO Cathedral Point. I currently serve as board treasurer and have been in that 
position for eight years. AOAO Cathedral Point is a 222 unit complex in a working level 
condominium. Our units cost about $120,000 for a one bedroom unit and about 
$140,000 for a two bedroom unit. We currently have $300,000 in delinquent accounts. 
Nineteen (19) delinquent accounts are being handled by an attorney. Not sure why the 
original HB21 bill was modified and now gives favor to the banks. It appears the BANK 
lobby got to someone. The original HB21 bill leveled the playing field so that 
condominiums could get relief for their delinquent accounts. The modified bill reduced 
some of those provisions. Perhaps the major inequity of the modified bill is the rental 
income provisions. By the time an associations acquires a property through judicial or 
non-judicial foreclosure, they have expended many intangible resources that don't have 
a dollar amount. It is unfair that excess rental income must then be distributed to others. 
Another inequity is there doesn't appear to be any reimbursement for such expenditures 
such as renovation costs to a unit to make it rentable. At Cathedral Point we presently 
have three such rental units that were acquired after a lengthy and costly foreclosure. 
One unit required over $10,000 in renovation while the other two units required more 
than $5,000 per unit to renovate. It will take many months of rent just to break even from 
the delinquent amount owed. Bank foreclosure would allow the banks to recover the 
renovated unit without compensating the association for improvements made. In most 
cases the takeover by the banks, who are typically first in line during a foreclosure, 
would take place long before the association received enough rental income to cover 
their loses. This is unfair. Lastly, a sentence needs to be added to the bill to indicate it 
applies to condominiums that use HRS Chapter 514A AND 514B. Right now both 
chapters are mentioned separately and it is confusing. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Stephen Combs II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Honorable Senators; The original House Bill 21 was designed to make sure 
condominum owners and HOA's were protected in their ability to collect past due 
maintneance fees from mortgagee holders after foreclosure. I ask that Chapter 514A 
and 514B be restored to this bill. 180,000 Hawaii homeowners need your help. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Andy Mina II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: While I fully support the intent of HB 21, it is no longer as effective it was 
originally written. Without HOA lien priority on delinquencies and unpaid assessments, 
individual owners remain responsible to make up for the excess costs to maintain even 
subsistence levels of property care. On the other hand, banks have no incentive to 
expedite foreclosure or short sale actions, placing a greater and greater burden on 
neighboring individuals to pay more to maintain the value of the bank's property. This is 
patently unfair and not in line with the intent of recent changes to Fannie Mae guidelines 
which clearly support initiatives such as HB 21 in its original form. The banks are saying 
that they need the primary lien position or they will lose money. I argue that the banking 
industry coupled with their insurers have far more capacity to absorb the relatively small 
losses of HOA delinquent assessments than do individual owners and taxpayers. HOAs 
are non-profit, banks are not. Damages to HOAs are direct and tangible damages to 
individual residents. Restore the original intent of HB 21 and grant HOAs priority lien 
position. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Derry Morris II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Please restore original wording to HB21 that gives HOAs basic lien rights 
for unpaid assessments full priority over bank mortgages 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the corrymittee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

BKWalker II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: It is very important to restore the wording of this bill to include giving the 
HOA's basic lein rights for unpaid assessments priority over bank mortgages. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Present at Submitted By Organization Testifier Position Hearing 

L-__ ~S~W~a~lk~er~ __ ~IIL-__ ~I~n=di~vi=du=a~I ____ JILI~c~o~m~m~e~n=ts~O=n~IY~ILI ____ ~N~o __ ~ 

Comments: Please restore this bill to give the HOA's the basic lein rights for unpaid 
assessments priority over bank mortgages. This is imperative! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Henry Magee II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: I am Vice President of the Association Of Apartment Owners (AOAO, same 
as HOA) of Country Club Village Phase 2, 469 units in two hi-rise towers in Salt Lake. 
Please restore to HB 21 wording from the ORIGINAL bill, wording that gives the AOAOs 
and HOAs basic lien rights for unpaid assessments full priority over bank mortgages. 
Recent changes in Fannie Mae guidelines clearly support states enacting laws like HB 
21 as originally written. It is reasonable to expect that the full secondary mortgage 
market will follow the Fannie Mae lead on this issue. Please restore the cited original 
wording to HB 21. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Edward Taylor II Individual II Comments Only II 
~~~~~~ __ ~L ______ ~~ __ ~ 

Present at 
Hearing 

No 

Comments: I am extremely disappointed that the rewrite of HB21 eliminated the rights 
of the HOA's and the responsible, bill paying members of the associations. Delinguent 
owners and their mortgage'partners'have no incentive to proceed through the 
foreclosure process. They are quite willing to have the HOAs protect their interest via 
property maintenance for free,for extended periods of time. The most effective way to 
put these mortgage problems behind us is to incent banks to act. This can be done by 
the proper application of HOA lien rights over bank rights. What are the bank's added 
carrying costs without this? Essentially only the annual property tax, about 1 % of value, 
and merely 1/3 of the HOA annual expense! Conceivably, they could hold on for years, 
waiting for appreciation to recover their loss. If you truly want Hawaii's real estate over
hang to be resolved, revise this bill to place HOA's lien rights ahead of the lenders. Life 
is not necessarily fair but putting the banks ahead of the HOA's is absolutely UNFAIR. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

LI =-Le:..:t:.::iti=-a .:...:A:..:n:..:.n .=D-=.e::!.sj-=ar:..=d:..:in=s--,II L __ :..:1 n=d:..:iv.:,:id:..=u-=al'---_--'II Comments 0 nly II 

Present at 
Hearing 

No 

Comments: DEAR COMMITTEE, PLEASE RESTORE THE WORDING FROM THE 
ORIGINAL BILL THAT GIVES THE HOAs' BASIC LIEN RIGHTS FOR UNPAID 
ASSESSMENTS PRIORITY OVER BANK MORTGAGES. 

Please note that testimony submitted less than 24 hours prior to the hearing. improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position P~::~~~gat 

L_ ___ J~o~A~y~e~ffi~ __ ~IIL_ __ ~ln~d~iv~id~u=al~ ___ I,LI~c~o=m~m~e~n=ts~O~n~IY~ILI ____ ~N~o~ __ ~ 

Comments: please restore the wording from the origianl bill that allows priority for the 
homeowners association over bank mortages for the unpaid assesssments. Mahalo 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

I Joyce and Jerry Gilbert II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Please see that the original wording giving HOA's Basic Lien rights for 
unpaid assesmenents priority oveer Bank Mortgages. It isn't fair that other condo 
owners should have to pay additional fees for people loosing their their condos. Banks 
make the loans and need to be more particular with loan applicants. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

L-_c..:hc:..en..c.ry-'--'-sa.:....tt"-'ig"--_...JI LI __ -,-,-I n:..:cd'--iv'--id:..:cu"-al'--_--'II Com ments On Iy II 

Present at 
Hearing 

No 

Comments: I support the original version of HB 21. Please return the bill to it's original 
language and approve the bill. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Thomas Hamm II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: I want it to restore the wording, from the ORIGINAL bill, that GIVES THE 
HOAs' BASIC LIEN RIGHTS FOR UNPAID ASSESSMENTS PRIORITY OVER BANK 
MORTGAGES. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Glen M Hilton II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: Please consider restoring the original wording that provides HOAs' basic 
lien rights for full unpaid assessments over bank mortgages. Thank You for your 
consideration in protecting all the home owners who are impacted if the banks should 
continue to have priority. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Sheila Honeywell II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: I WOULD LIKE THE COMMITTEE TO RESTORE THE WORDING FROM 
THE ORIGINAL BILL THAT GIVES THE HOME OWNERS BASIC LIEN RIGHTS FOR 
UNPAID ASSESSMENTS PRIORITY OVER BANK MORTGAGES ... I BELIEVE THIS 
IS FAIR!!! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

S b 'tt d B Organization Testifier Position Present at u ml e Y Hearing 

L-~O~~~iII~e~P~a~s~ch~k~e __ ~IIL-__ ~ln~d~iv~id~u=al ____ ~111~~C~o~m~m~e~n~ts_O~n~IY~IIL-__ ~N~o~ __ ~ 

Comments: I would like to restore the wording from the original bill that gives HOA's 
basic lien rights for unpaid assesments priority over Bank Mortgages. I am an owner of 
a condo in Kaha Lani Resort Complex and it is an undo hardship for a retired couple 
(my wife and I) who are on Social Security to pay extra assessments from condos that 
have foreclosed and have not been current on there maintenance fees. The Mortgage 
holder should be responsible for these unpaid fees before the property is resold or it 
should be paid by the new owner who are getting fantastic deals on these foreclosed 
properties during a recession. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position Present at 
Hearing 

~ __ W_a~yn_e_C_a_s_c_io __ ~II~ ____ ln_d_iv~id~u~al _____ I,LI_C_o~m~m~e~n~ts_O~n~IY~ILI ____ ~N~o~ __ ~ 

Comments: HB 21 in its current form does nothing for HOAs in the State of Hawaii. 
Please restore to HOAs basic lien rights for unpaid maintenance fees and restore their 
priority over bank mortgages. Condominium owners were innocent third parties to the 
mortgages issued by banks, yet must bear the burden of unpaid maintenance fees 
(except for 6 months' recoverable fees). It is taking up to four years, in some cases, for 
properties to emerge from the foreclosure process. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Present at Submitted By Organization 
Hearing 

Testifier Position 

Barry D Eisemann II'-_----"-In:..::d.:..:.iv:..::id:..::u=:al'-----_--'I,LI -=C-=o.:..:.m::..:m:..::e:.:..:n.:.:ts:....:O::..:n..:oly'---'I,I __ .:..:.N:.:..:o=---_---' 

Comments: This comment is to restore the wording from the ORIGINAL bill that 
provides the Home Owners Associations "BASIC LIEN RIGHTS FOR UNPAID 
ASSESSMENTS PRIORITY OVER BANK MORTGAGES." 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Linda Tanguay II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: I wish to restore the wording from the ORIGINAL bill that givesHOA's basic 
lien rights for unpaid assessments priority over bank mortgages. This is so important to 
many private individuals who have to carry this financial burden at this time. Please help 
the common folk from the middle class!!! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
TestimonyforCPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Richard Tanguay II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: I wish to restore the wording from the ORIGINAL bill that givesHOA's basic 
lien rights for unpaid assessments priority over bank mortgages. This is extremely 
important and just.You should be representing the common "man" not big business 
(banks)!!! Thank you for listening. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.qov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Present at Submitted By Organization 
Hearing 

Testifier Position 

L-__ D~o~n~J~a~c~ks~o~n~~IIL-__ ~ln~d~iv~id~u=al~ ___ I,LI~C~o~m~m~e~n~ts~O~n~IY~ILI ____ ~N~o~ __ ~ 

Comments: Restore the original language to the bill to give HOA's the basic right liens 
over banks. It's time to give HOA's a break, especially in light of the fact that banks 
CAUSED the real estate bubble to burst by GREED for profit through insane/fraudulent 
lending practices! 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

John James Lord II Individual II Comments Only II 

Present at 
Hearing 

No 

Comments: WHEN BIG BUSINESS, BANKS, MORTGAGE COMPANIES RUN INTO A 
PROBLEM THEY GET BAILED OUT. AN INDIVIDUAL LIKE MYSELF GETS LITTLE 
OR NO GOVERNMENT SUPPORT SINCE I CANNOT AFFORD A TEAM OF 
LOBBYIST. PLEASE RESTORE THE WORDING FROM THE ORIGINAL BILL THAT 
GIVES THE HOAs' BASIC LIEN RIGHTS FOR UNPAID ASSESSMENTS PRIORITY 
OVER BANK MORTGAGES. MAHALO FOR DOING THE RIGHT THING. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 

. the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/13/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position Present at 
Hearing 

herb jaehne Individual Comments Only No 
 
 
Comments: do not make changes to original bill. changes will permit banks to steal 
money from condo owners and may financially ruin condo associations putting more 
people on welfare. be true to the little guy! 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

'--__ Te_d_W_al_ke--'y~___'I'_1 __ I_n_di_vi_du_a_I_-----'11 Oppose II 

Present at 
Hearing 

Yes 

Comments: HB21 HD2 Testimony in Opposition My name is Ted Walkey. I am a 
condominium owner and have 24 years of experience in common interest community 
management. HB 21 was a pretty good amendment to HRS 514B. It placed the 
responsibility for the loss of monies squarely where they belonged; on the entity who 
gambled to make a profit on the mortgage. HB21 HD2 is completely wrong. 1. It 
amends HRS 541A which is unnecessary. HRS 514B Part IV applies to all 
condominiums in the state. Part IV contains Section 146 Association fiscal matters; lien 
for assessments. 2. It suggests the association make up for delinquent maintenance 
assessments by assessing the other members of the association, and it requires excess 
funds, if collected, to be given to the delinquent owner or his successor, which could be 
the foreclosing entity. 3. It presumes that a majority of the members of the association 
will vote to assess themselves to pay the delinquency. (In fact, the other members 
already pay the delinquency in the form of higher assessments.) Only through 
repayment by the responsible parties are the members able to forego raises in 
maintenance fees. 4. It makes the association a landlord for the mortgage holder. How 
quickly will the mortgagee consummate a foreclosure if it is receiving income from the 
property? The mortgagee assumed the risk of foreclosure when it lent money in 
expectation for turning a profit, it should accept the loss. HB21 HD2 should be defeated. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Paul Johnson II Individual II Oppose II 

Comments: 

Present at 
Hearing 

No 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

John Schick II Individual II Oppose II 

Present at 
Hearing 

No 

Comments: This is not a good idea. it deprives associations of needed funds to maintain 
the property, consequently resulting in a lower sales value to the mortgage holder and 
an extra burden on the remaining paying owners. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/11/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Mei Lee Wong II Individual II Oppose II 

Comments: 

Present at 
Hearing 

No 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14, 2013 09:30AM in Conference Room 229 

Submitted By Organization Testifier Position 

Susan Taraya II Individual II Oppose II 

Present at 
Hearing 

No 

Comments: This bill has gone through many revisions and it still does not address the 
real issue. This was never a problem when the banks foreclosed on their delinquent 
units and accepted responsibility for the maintenance fees. The solution lies with 
holding the lender responsible, not trying to empower the Association at the expense of 
the owners. The approach is all wrong and it needs to be reconsidered from the 
beginning. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



HB21 
Submitted on: 3/12/2013 
Testimony for CPN on Mar 14,2013 09:30AM in Conference Room 229 

Submitted By Organization 

Jim Keithahn II Individual 

Testifier Position Present at 
Hearing 

II Oppose IIL--__ N_o_-----' 

Comments: I am submitting this testimony for the Valley Isle Resort AOAO. HB 21 will 
put AOAOs in a worst position than they are already after a nonjudicial foreclosure has 
been conducted, as any "excess proceeds" need to be held for the banks and this is not 
the case now, as any excess proceeds (after all amounts owed to the association are 
paid) are applied to assist the associations with the other "bad debts", and the 
associations are not "making money" but just trying to break even and mitigate the 
damage to paying owners that is caused by defaulting owners. 

Please note that testimony submitted less than 24 hours prior to the hearing, improperly 
identified, or directed to the incorrect office, may not be posted online or distributed to 
the committee prior to the convening of the public hearing. 

Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 



To: Hawaii State Legislature, CPN Committee 

From: Gregory D. Dunn, 225 Queen Street #7A, Honolulu, HI 96813 

Date: March 11, 2013 

RE: Memo in opposition to HB 21 

Please accept this testimony in OPPOSITION to House Bill 21. 

House Bill 21 in it's current form is unacceptable. Condominium Associations are at 
their core groups of INDIVIDUALS who have agreed to enter into a contract to care for 
the common elements of building in exchange for peaceful enjoyment of their owned 
space. When one of the those individuals fails to uphold their agreed to obligation and 
goes into default, but have used their pro-rata share of utilities, taken advantage of 
insurance protections and enjoyed the use of common element amenities, their 
amounts due must be allowed to be collected as a primary debt by the Condominium 
Association. 

Changing the ability of Condominium Associations to collect on moneys spent in good 
faith to upkeep and supply a member with services will cripple us, and place undue 
burden on the remaining members of the associations. 

I own several condo units, and the thought that our elected representatives are planning 
to place the needs of condo owners beneath the desires of lenders is unconscionable. 

Please vote down this terribly crafted piece of legislation. 

Gregory Dunn 
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