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EXECUTIVE DIRECTOR

IN REPLY REFER TO:

The HHFDC sugr ports the intent of S.B. 1146, but defers to the Department of

Education on any fiscal impact the measure may have.

S.B. 1146 would exempt housing reserved for households at or below 80 percent of the
area median income located within a one mile radius of the Honolulu rail fransit line
from school impact fees. We believe that this would reduce the cost to build affordable

family housing projects serving low-income families.

Thank you for the opportunity to testify.
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Chairs Espero and Kidani, Vice Chairs Harimoto and Kahele, and Members of the Senate
Committees on Housing, and Education,

The Office of Planning (OP) supports the intent of SB1146, which proposes to provide an
exemption from school impact fees for new housing units that are reserved for persons or
families with incomes up to eighty percent of the area median income (AMI).

OP agrees that while the school impact fees are necessary to offset the impact of new
homes and families on local schools, it can be detrimental to efforts that provide housing to
individuals or families — specifically those that fall within the zero to one hundred forty percent
AMI. We also agree it is vital to encourage affordable housing for sale or rental within one mile
of Honolulu’s rail transit system. Allowing housing development projects in which the units for
families earning up to eighty percent of the AMI to be exempt from school impact fees, will
encourage developers to provide more low-income housing, increasing the overall affordable
housing supply for Hawaii residents. We note however, that including eighty to one hundred

forty percent AMI, will provide additional affordable housing supply across the range of unit
affordability.

Thank you for the opportunity to testify on this matter.
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Honorable Chair Espero, Honorable‘Chair Kidani, and Members of the Senate Committee on
Housing and Senate Committee on Education, thank you for the opportunity to provide
testimony concerning Senate Bill 1146, relating to school impact fees.

The Hawaii Public Housing Authority (HPHA) supports SB 1146, which exempts housing
developments reserved for persons or families with incomes up to eighty per cent of the area
median income located near the Honolulu rail transit line from school impact fee requirements.

School impact fees can significantly raise the cost of new housing development projects,
Providing an exemption for housing development for persons or families with incomes up to
eighty percent of the Average Median Income (AML}, will help to promote the development of
affordable housing. :

The HPHA appreciates the opportunity to provide the Senate Committees on Housing and

Education with the HPHA’s comments regarding SB 1146. We thank you very much for your
dedicated support.

AN EQUAL CPPORTUNITY AGENCY
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Purpose of Bill: Exempts housing developments reserved for persons or families with
incomes up o eighty per cent of the area median Income located near
the Honolulu rail transit line from school impact fee requirements.

Department's Position:
The Depariment of Education (DOE) is opposed to SB 1146 which exempts certain housing
projects from having to pay school impact fees.

The 2007 school impact fee law, Section 302A-1601 to 1612, Hawaii Revised Statutes (HRS),
requires the DOE to establish impact fees when new residential development will creats an
additional demand for public school facilities. As part of transit development, the urban corridor
between Kalihi and Ala Moana is expected to double the number of students now attending
schools in this area. Considering current capacity at area schoals, it is estimated that this
increase in student enrollment will require an additional one and a half high schools, one and &
half middle schools, and as many as six (6) new slementary schools.

Based on DOE educational spscifications, this would transiate into approximately 1.8 million
square feet (SF) of new facilities. At the current cost per SF, for new school construction, this
would represent more than $750 million In construction costs. From initial studies of existing
schools, it is believed that existing urban campuses can only provide a portion of the land area
to site these new facilities. The remaining facilities would require the purchase of land or
existing buildings to be retrofitted for school purposes. It is estimated that the cost associated
with the land requirement could easlly exceed $250 million.

in the urban corridor, it is expected that at least 20 percent of new residential units will be
designated affordable, The exemption provided in this bill would reduce impact fee revenue by
a proportional amount, placing the burden of this cost on either the State or the other
non-exempt units in the area.



Thank you for the opportunity to present DOE testimony on SB 11486.
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The Honorable Wili Espero, Chair
and Members of the Committee on Housing
The Honorable Michelle N. Kidani, Chair
and Members of the Committee on Education
Hawaii State Senate
Hawaii State Capito!
415 South Beretania Street
" Honolulu, Hawaii 96813

Dear Chairs Espero and Kidani, and Committee Members:

Subject: Senate Bill No. 1146
Relating to School impact Fees

The Department of Planning and Permitiing (DPP) supports, with a
recommended amendment, Senate Bill No. 1146, which would exempt housing units
reserved for persons or families with incomes up to 80 percent of the area median
income (AMI) within a one-mile radius of the Honolulu rail transit line from paying school
impact fees.

The City's Islandwide Affordable Housing Strategy includes waivers of City fees
to help make affordable housing projects more financially feasible. By charging a
school impact fee on these same types of projects, the reduced fees accomplished
through the City waivers would be offset by the school impact fees, inhibiting the ability
to facilitate affordable housing projects. This result would be counterproductive to both
City and State objectives of producing more affordable housing.

In addition to our support of this Bill, the DPP recommends an amendment to
exempt, or provide fee reductions for, all types of affordable housing projects iocated
anywhere in the City and County of Honolulu serving persons or families with incomes
up to 120 percent of the AMI. These exemptions would include removing the language
under section 302A-1603(a), HRS, requiring the school impact fee for “all government

~ housing projects and projects processed pursuant to sections 46-15.1 and 201H-38,”
and including the exemptions under subsection (b).



The Honorable Will Espero, Chair

and Members of the Committee on Housing
The Honorable Michell N. Kidani, Chair

and Members of the Committee on Education
Hawaii State Senate
Senate Bill No. 1146
February 9, 2017
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Thank you for the opportunity to testify.

Very fruly yours,

Kathy Sokugaw
Acting Director



841 Bishop 5t., Suite 301 Telephone: 808 926-1530

. HUI FOR EXCELLENCE
Honolule, Hawali 96813 IN EDUCATION Contact@HEECealition.org

Committee on Housing
Senator Will Espero, Chair
Senator Breene Harimoto, Vice Chair

Committee on Education
Senator Michelle Kidani, Chair
Senator Kaiali‘i Kahele, Vice Chair

Aloha Chairs Espero and Kidani, Vice Chairs Harimoto and Kahele, and Members of the Committee,
We are providing testimony in support for SB1146 relating to school impact fees.

Hui for Excellence in Education, or “HE’E,” is a statewide coalition of diverse stakeholders committed to
working collaboratively to identify opportunities to improve public education in Hawai'i. HEE seeks to be the
focal point for community and parent engagement while serving as a public resource for educational policy.

The Coalition supported the action to designate the Kalihi to Ala Moana School Impact Fee District when it was
presented to the Board of Education {BOE} in November 2016. Potentially up to 39,000 multi-family units and
approximately 10,000 public school students would be impacted in the district due to residential development
associated with Honolulu’s Rapid Transit, which translates to 6 elementary schools and 1.5 middle and high
schools.! State General Funds are insufficient to accommodate even repair and maintenance of our schools
{2016 backlog of roughly $300 million) let aione the building of new schools. The Hawaii State Legislature
passed Act 237 in 2016 which allows the school impact fees to be used to purchase completed construction,
construct new school facilities, improve or renovate existing structures for school use, or lease land or facilities
for school use. Our aging schools are not able to accommodate well the educational needs of our students,
and so we believe that additional revenue streams are needed to support schools.

The action was deferred by the BOE to allow the DOE to meet and work with stakeholders on establishment of
the district and the amount of fees. There was substantial opposition from developers and supporters of
affordable housing. We understand the concerns of these stakeholders and commend the legislature for
proposing this option, which would exempt new housing units that are reserved for persons or families with
incomes up to eighty percent of the area medium income from school impact fee requirements.

Thank you for the opportunity to testify. Our support represents a 75% consensus or more of our voting
membership.

Sincerely,

Cheri Nakamura
HE’E Coalition Director

"http://boe.hawaii,.gov/Meetings/Notices/Meeting%20Material%20Library/FIC_20161115_Committee%20Action%20to%20Designate%%20Kalihi-
Ala%20Moana%205chool%20impact%20Fee%20District.pdf
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Testimony to the Senate Committee on Housing; and
Senate Committee on Education
Thursday, February 9, 2017
2:55 pm
Conference Room 225

RE: _HB 1146 — Relating to School Impact Fees

Chairs Esperc & Kidani, Vice-Chairs Harimoto & Kakele, and members of the committees:

My name is Gladys Quinto Marrong, CEQ of the Building Industry Assocliation of Hawaii {BIA-
Hawaii). Chartered in 1955, the Building Industry Association of Hawaii is a professional trade
organization affiliated with the National Association of Home Bulilders, representing the
building industry and its associates. BIA-Hawalii takes a leadership role in unifying and
promoting the interests of the industry to enhance the quality of life for the people of Hawaii.

BIA-HAWAIL is in opposition to the exemptions proposed in SB 1146, which would exempt
housing developments reserved for persons or families with incomes up to eighty per cent of
the area median income located near the Honolulu rail transit line from school impact fee
reguirements.

In 2007, the legislature passed Act 245, which created the public school impact fee law. The
otiginal Act reflected a general methodology and approach for identifying need areas and
calculating appropriate school impact fees for new residential developments. At that time, the
only exemptions allowed under the law were;

1. Any form of housing permanently excluding school-aged children, with the necessary
covenants or dedlarations of restrictions recorded on the property;

2. Any form of housing that is or will be paying the transient accommodations tax under
chapter 237D;

3. Al nonresidential development; and,

4. Any development with an executed education contribution agreement or other like
document with the department for the contribution of school sites or payment of fees
for school land or school construction.

Our understanding is that impact fees are assessed on new developments, and are intended
to minimize the impact on the existing level of service that government provides. For
example, if a project generates more traffic on surrounding roads, the theory is the impact fee
imposed would provide roadway improvements such that the new project would have no
impact on the current level of service provided by the existing roadways (1.e. traffic flow).

The school impact fee law was Intended to address the need to increase capacity at an existing
school or build a new school based on the new students being generated by the new
development. Thus, the current exemptions in the law were for projects that did not generate
any new students.

With our current housing crisis, it Is understandable that legislation is being considered to
reduce the cost housing, for families at the 80% and below AMI. However, in doing so, the
unintended consequences of such actions will unfairly shift the financial burden imposed by
the impact fee on all other housing type above the 80% AMI, including those units identified
as affordable and workforce housing (i.e. 140% and below AMI).

In 2014, the National Association of Home Builders {NAHB) prepared a state by state analysis
of the number of home buyers impacted for every $1,000 increases in price. In 2014, 594
households In Hawali were priced out of the market by a $1,000 increase in price.
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Testimony of BIA-Hawaii
SB 1146

February 9, 2017

Our concern is that Hawaii's needs to build its way out of our current housing crisis by increasing the
supply of housing at all price points. A healthy housing market allows people to purchase housing at price
ranges they can afford and as their income improves, provides them with the opportunity to “*move up”
the housing ladder. Shifting the school impact fee to only apply to buyers at the 80% or more AMI will
just add more costs to these units and negatively impact housing affordability in the State,

The housing market has changed dramatically since the impact fee law was passed in 2007. Most of the
developments were “greenfield” projects and there was no rall rapid transit project in Honolulu. Now the
focus is on urban infill with more compact units and more rental units on government lands in the urban

core.

We stand in opposition to all three bills. Thank you for the aopportunity to express our views on this
matter.
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TESTIMONY FOR SENATE BILL 1146, RELATING TO SCHOOL IMPACT FEES

Senate Committee on Housing
Hon. Will Espero, Chair
Hen. Breene Harimoto, Vice Chair

Senate Committee on Education
Hon. Michelle N. Kidani, Chair
Hon, Kaiali’i Kahele, Vice Chair

Thursday, February 9, 2017, 2:55 PM
State Capitol, Conference Room 225

Honorable Chair Espero, Chair Kidani, and committee members:

I am Kiris Coffield, representing IMUAlliance, a nonpartisan political advocacy
organization that currently boasts over 350 members. On behalf of our members, we offer this
testimony with comments for Senate Bill 1146, relating to school impact fees.

We strongly support the development of affordable housing in Hawai’i. As a state, we
must find a balance between the rampant real estate speculation driving up our housing and
rental costs and meeting the needs of economically disadvantaged residents. Just as our homeless
population has soared in recent years, so, too, has our state’s cost of housing. The median price
of condominiums on O’ahu increased 8.3 percent in 2016 to $390,000, while the median price
for single-family homes increased by 6.5 percent to $735,000, according to the Honolulu Board
of Realtors. Average rent for a 900-square foot apartment in Honolulu now exceeds $2,200, with
the cost of a four-bedroom home in urban Honolulu now exceeding $1.1 million.

That said, this proposal may be unconstitutional, per two U.S. Supreme Court cases on
exactions and takings, Nollan v. California Coastal Commission and Dolan v. City of Tigard.
These cases require exactions—including impact fees—to bear an “essential nexus” to the reason
for imposition and be “roughly proportional” to the impact of the developments on which the
exaction is levied. Exempting low-income and affordable housing residents from school impact
fees may, unfortunately, violate the Court’s decisions, since families living in affordable housing
units send children to public schools, often at a greater proportional ratio than families living
outside of affordable housing, significantly increasing student capacity and facilities demand.

Kris Coffield (808) 679-7454 imuaalliance@gmail.com



Additionally, we note that lawmakers, last year, passed Act 130 and Act 237, which
expanded the permissible uses of school impact fees in transit oriented development zones along
the urban to include renovating existing school structures, with “urban core” defined as the
Kalihi to Ala Moana school impact fee district. Hawai’i Community Development Authority
officials have plans to approve up to 35,000 additional residential units within a half-mile radius
of the nine transit stations from Middle Street to Ala Moana. Moreover, the Hawaii Public
Housing Authority is currently redeveloping four housing projects in areas close to the rail line,
netting 4,000 new units. Approximately 10,000 students would be generated from the 39,000
multi-family unit build out. Hawai’i State Department of Education leaders have said that “after
filling excess classroom capacity in existing schools, there would still be a need to establish
facility space for slightly more than 8,500 elementary, middle school and high school students,”
translating into six new elementary schools, one-and-a-half middle schools, and one-and-a-half
high schools.

Currently, DOE officials estimate that revenue generated from the additional 39,000 units
in the Kalihi to Ala Moana district to be $22,736,872 in $584-per-unit construction cost
component impact fees and the equivalent of 63.5 acres of land, with a fee-in-lieu impact fee
amount of $8,790 per unit. Thus, the total all-cash fee would be $9,374 per new unit or
$365,586,000, once the district is established by the Hawai’i State Board of Education. At public
hearings on the impact fee, affordable housing advocates stated a possible need for an additional
$800,000 in rental housing revolving funds to complete already-approved affordable housing
projects, if the fee is implemented. Given the clear distinction between the hundreds of millions
of dollars potentially generated by the impact fees, especially in the urban core, and the publicly
stated requests from affordable housing developers, we urge your committee to partner with
developers in receiving additional revolving funds, rather than exempting low-income and
affordable housing from impact fees altogether, which may be unconstitutional and would
increase the cost of the fee for units priced just beyond low-income or affordable housing
guidelines, such as workforce housing and developments aimed at individuals and families
making 80 to 140 percent of area median income. We also note that both low-income and
affordable housing developments sometimes contain more expensive units that serve the
“moderate-income” market to increase the financial viability of the projects, and not solely units
reserved for low-income and affordable housing. Exempting low-income or affordable housing
developments en masse, then, would exempt those units within low-income or affordable
housing developments that are priced beyond lower AMI levels,

Mabhalo for the opportunity to testify with comments on this bill.

Sincerely,

Kris Coffield

Executive Director

IMUAlliance
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