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House Bill 1398 (HB 1398) proposes to appropriate moneys to the Hawaii Housing Finance and
Development Corporation for low-interest home construction and home improvement loans to
holders of Ahupu'a’a ‘O Kahana State Park residential leases and closes the period during which
loans may be granted to June 30, 2023. The Department of Land and Natural Resources
(Department) appreciates the intent of this measure and offers the following comments.

SECTION 1 of HB 1398 is a very accurate description of the current situation and status of
Ahupua’a ‘O Kahana State Park. The concept of nestling a residential community within a state
park with the intent of having the residents participate in the park in a meaningful manner to
enhance the park user’s experience has never fully been successful as envisioned in its inception
over 50 years ago.

While there are residents who do honor the intent and leasehold commitment to perform the
requisite service — a large percentage of the residents simply want to live their lives and not be
engaged in interpretive program participation. This has created the current situation of residents
being in arrears on their service requirement.

Act 15 Session Laws of Hawaii 09, established the Kahana Planning Council to create a master
plan for this park. Due to the extreme complexity of the existing residential community,
competing expectations and lack of consensus on direction — a master plan was never created. In
2015 and 2016 State Parks contracted a consultant to perform a critical analysis of issues and 3
major impediments to master planning a sustainable future for this park have been identified:



1. The cultural living park concept — How was this concept originally developed and
defined? How is this concept understood today — by State Parks and by State legislators?
Is this concept still valid for Kahana and the Kahana community?

2. The 65-Year Leases dictate the terms under which Kahana families are permitted to live
in the valley — some of the terms of these leases need to be reviewed and may need to be
amended.

3. Overall management of Ahupu'a’a ‘O Kahana — Is the Division of State Parks Division
the best, most appropriate manager of this park and its resident community? If not, then
what new entity or entities could, and should, manage Kahana?

While these issues remain unresolved, HB 1398 provides both a financial incentive to perform
the required service hours and establish funding for residents who have a critical need to improve
their homes.

Thank you on the opportunity to comment on this measure.
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The HHFDC opposes H.B. 1398, which would require HHDFC to establish a new loan
program for low-interest home construction and home improvement loans of up to
$100,000 for any Kahana Valley State Park residential lessee who is not in arrears or in
default on any existing loan and who is current on required service hours as of the last 6
months.

In 1988, the Legislature passed Act 238, Session Laws of Hawaii 1988, which
appropriated funds for a low-interest home construction and mortgage loan program for
Kahana residents, to be administered by the Housing Finance and Development
Corporation, which was a predecessor of the HHFDC. Twenty-six of the 27 DLNR
lessees received $50,000 construction loans.

Bank of Hawaii was designated as the servicing lender for this program, with the
understanding that delinquent loans would be serviced by HHFDC. At present, only two
loans have been fully repaid and one has been foreclosed upon. Bank of Hawaii is
servicing 14 loans, and HHFDC is servicing 9 loans, of which only one is current.
HHFDC is working with DLNR to address the delinquent lessees.

Thank you for the opportunity to testify.
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HB1398 — Relating to Ahupuaa O Kahana State Park

Aloha Committee Chair, Vice-Chair, and Members:

I am submitting testimony in my capacity as Executive Director of Hawaiian Community Assets
(HCA), the State’s largest HUD-approved housing counseling agency, and Board President of
Hawaii Habitat for Humanity to SUPPORT HB1398.

Every year, HCA facilitates the Native Hawaiian Housing Caucus during the Annual Native
Hawaiian Convention to identify policy priorities and recommendations to meet the housing
needs of Native Hawaiians. In 2015, families from Ahupuaa O Kahana State Park requested a
priority and recommendation for State financing or funding to help them secure and sustain their
homes in the park in light of their unique land leases and title issues that make mortgage
financing through the mainstream marketplace impossible.

HB1349 would assist the families achieve their goal of homeownership by appropriating monies
to the Hawaii Housing Finance and Development Corporation (HHFDC) for low-interest home
construction and home improvement loans to holders of Ahupuaa O Kahana State Park
residential leases.

While this is one avenue for assisting the needs of the families, another possible solution may be
to appropriate - and set aside - the $2 million listed in the bill to the Affordable Homeownership
Revolving Fund (aka Self-Help Homeownership Revolving Fund) that was part of the
Governor’s package and introduced in both the House and Senate. This would allow community
development financial institutions and self-help housing nonprofits to assist the Kahana families
and HHFDC in this important work and leverage other funds as necessary.

Regardless, the resident families of Ahupuaa O Kahana State Park are in need of this assistance
and HCA as well as Habitat for Humanity stand by to assist in ensuring their ability to secure and
sustain homeownership as promised by the State of Hawaii. Please pass HB1398.

“Building Foundations for Future Generations”



Mahalo for your time, leadership and consideration. Please contact me directly at 808.587.7653
or jeff@hawaiiancommunity.net should you have any questions or need additional information.

Sincerely,

Jeff Gilbreath
Executive Director
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‘ Testlmony IN OPPOSITION to- HB 1398 as submltted for conS|derat|on by the House of
"Representatlves Commlttee on Housmg

by Mrs. Grace Vaiove’a Anthony and Dr Jim Anthony, wife and husband residents of V
Kahana Valley State Park. [The Anthony ‘Ohana is in full compllancc with all the tcrms
~of their termmal 65 year lease f' rst entered mto in May, 1993. ] '

) V'Thls summary testlmony lN OPPOSITION to the B|ll in |ts present form is based on the
: followmg reasons: - o e ;i _

1L

Thrs B||I was never submltted for prlor review by the re5|dents of Kahana mcludlng, |
especially, those lessees in good standmg Our ohana came to know of the Bill just th|s ‘
afternoon, January 30, 2019. : ~

“The Bill fails to mention thata comprehensnve report on Kahana pald for by taxpayer
' funds ' to the tune of about $300,000 (three hundred thousand dollars), was just

completed in February, 2018. ‘There is a big story behind that 1 report and at least a short |

‘summary of that report ora footnote underscoring its existence ought to have been

mentioned in the Bill._Simply a matter of transparency.—disclosure of a major relevant :

- fact. Multiple efforts by some lessees to enter into discussions with the D:vrsxon of State o

Parks (charged with admmlsterlng Kahana over the past 25 years) have failed. The
Chair of DLNR has also failed to respond to multiple requests to dISCUSS the Townscape

* report and to put it on the agenda of a duly noticed meeting of the Board. Kahana’siills

go beyond the multiple problems mentioned in the second sentence of Section 1 of the
Bill. The Townscape report was paid for by the Drvnsnon of State Parks/DLNR usmg

taxpayer funds. (e :
Of relevance is the fact that that report (done by professnonal local planner, Townscape

“Inc.) addresses in detail the twin subjects of the failure of the cultural living park to
- materialize over the past 25 years as well as aspects of the strong inference of massive

mlsmanagement of Kahana by State Parks/DLNR since the leases were sngned in lVIay

11993 . . o
" The B|Il lacks speanCIty For example on Trout Farm Road there are 8 occupled :
_ residential homes on lots desrgnated for that purpose. On Kahana Valley Road there are-

20. The Bill also fails to mention that the number of hours of work not done by Iessees

(the 25 hours of park work required by the terms of the lease) now stands at about :
50,000 (fifty thousand) hours. Of the 28 lessees, close to 70% of lessees are in vrolatlon ‘

~ of the 25 hour requirement. 70% of 28 is about 20. Only 30% of lessees—about 8--are y

~_in compliance with the terms of their leases.

The Bill fails to mention Act 15 approved by the Leglslature on July 15, 2009 ina VETO
OVERRIDE. This matter is very relevant because it refers with partlcularlty because the

‘ '-subject of the six resrdents without leases is ralsed towards the end of para. 4 on page 1

L of Sectron 1 and continues on to paragraphs 5 and 6 on page 2 (by the way, the on Ilne

“version of the Bill is not pagmated) ,
/it would have been pertment for the Bill to have dlsclosed thata major part of Act 15

was the establishment of a Plannlng Councrl of 5 whose prmcrpal responsrblllty was to






produce a Master Plan for Kahana. Between 2009, when Act 15 became law and roughly
2016, a total of 7 years, during which time more than 50 meetings were held, the
Kahana Planning Council failed to produce a single sentence of approved planning text.
It is pertinent to also mention that during the seven years {2009-2016) the Planning
Council (a statutory body) received no funding to carry out its legislative mandate, was
never given any office space or furniture, no staff, no assigned legal representation, no
telephone, no access to wi-fi. State Parks/DLNR neither supervised the work of the

* Planning Council or made representations to it. It is both fair and pertinent to say
that Act 15, having been established by a VETO OVERRIDE, and considered by the
A-G to be under a constitutional cloud was ready made to fail. It was for this reason

that a newly appointed Division Head of State Parks decided to spend about
- $3000,000 of public money to procure a Planning Report Whlch has been in limbo
for the better part of a full year.

7. The Bill does not mention that all of Kahana purchased with taxpayer dollars in the 60s,
is PUBLIC LAND within the meaning of Article XI, Section 5 of the Hawaii State
Constitution and, as such, is subject to Section 2 of HRS 516, the lease to fee conversion
statute which became law in 1968. Section 83 of HRS 516 has particular relevance to all
of Kahana’s 28 long term, residential leases..

8. We direct the committee’s attention to the fact that as best as we have been able to
ascertain it all six residents without leases have not complied with section 7 of Act 15.
The Committee is invited to examine the particular requirements of section 7 of Act 15.

9. Towards the end of page 2, the third line from the bottom, . there is language in the Bill
which says: “... families are unable to borrow money due the unique status of the living
park” is simply wrong. It is NOT the living park concept which is the problem. Lessee
families are unable to borrow against the decllnlng equity in their leased estates for two -
principal reasons: (1) the terms of the lease are such that no reputable lender will
accept the leases as collateral; and (2) many lessees simply cannot meet the normal

~ requirements for loans. See further analysis and comments below.

10. It is indeed true that as many as at least 6 lessees are in default of the terms of their

mortgages in addition to being in default of the terms of their leases. Here too, on this
“subject, the Bill lacks transparency, specificity.

11. We come now to the last paragraph of Section 1 on page 3 —that paragraph begins with -
the words “The purpose of this Act ....” The proviso has not-escaped our attention — to
get a loan of up to' $100,000 lessees will have to be current on existing financing and

“interpretive hours. The proviso is repeated in the first paragraph of Section 2, page 3
— “for any holder of a Kahana Valley State Park Residential lease who is not in arrears
or in default on any existing loan and who i is current on required service hours for the
previous six months

SUMMARY ARGUMENTS & CON CLUSION S:
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‘These (see especially #11 above) are the conditions which give rise

to the entirety of the Bill to fall completely apart. Here are the
relevant questions within the framework of the context set out
above. First, a quick summary of the context:

e The noncompliant 70% (approx. 20 out of 28) who owe in the
vicinity of 50,000 hours of required service hours. In addition
there are at least 6 lessees way behind on their mortgage
payments, on the edge of the hammer of foreclosure coming
down on their heads. Keep in mind, too, that all 28 lessees_are
on a terminal lease—all leases expire approximately 40 vears
from now.

e Just keeping this context in mind here are the pertinent
questions: \

o Most of the lessees cannot meet the requirements set out in the
Bill—unless even a small number make up the number of
hours that they owe. ‘

e Given the inescapable fact that all lessees are on terminal
leases, as long as they remain on terminal leases, why would

‘any of them in their right minds want to take out loans of up to
$100,000 given the fact that all they have are terminal leases
with their equity being reduced every day coupled with the
most restrictive terms of their residential leases, possibly the

“most restricted residential leases ever issued to lessees in the
history of this State? IF SOME OR ALL OF THESE LEASES
WERE TO BE CONVERTED TO FEE SIMPLE AS HRS 516
MAKES POSSIBLE (with just 4 words to be changed in the
Statute) the whole situation would change for at least some
lessees.! But as long as the lease to fee issue is unresolved HB
1398 should be held.

e These final points of disclosure not set out in the Bill:

e Act 5, the enabling legislation to issue leases way back in 1993
has sunset. It is no longer ‘alive’.

I A lease-fee conversion Bill, we note, is supposed to be making its way through the Legislature this session.
If there were some assurance that that Bill would be approved as a necessary companion Bill then HB1398 would
make sense. '



[




e To deal effectively with the proposals in this not so well crafted
Bill it is very important for this Committee to be as fully
informed as possible on the February 2018 Townscape Report
and its focus on 3 issues: the existing lease; the state and
essentially false promise of the cultural living park which, by
and large, is in disarray and the big question of whether the
Division of State Parks, given both its record and its known
disposition NOT to be involved in the 28 leases/lessees in

Kahana.

As the author of this submission I am open to answering such
questions as members of the Committee might wish to ask.

Mahalo. Aloha.

Jim Anthony, PhD

52-196 Trout Farm Road
Kahana, 96730

P.O. Box 1381
Kane’ohe, Hawai’i 96744

808-358-4093

testimonyonHB1398.01312019
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Representative Tom Brower, . L ‘ - E
Chairman of the Housing Committee - -

- And Members;

RE: HB1398 Ahupua a ‘O Kahana

}‘ Aloha Mai Kakoul!!ll am Ululaini Beirne, life-time resident of the Ahupua’a ‘O Kahana. I
commend both Senator Gil Riviera and Representative Sean Quinlan for their
“authorship of this much needed residential community support, and therefore I support

- HB 1398 and any attention to help our Ahupua’a ‘O Kahana.

- This legislation is & means for the residents, to have communications with Susan Case,
Department of Land and Natural Resources Chairman, who for the last two years has
- not been able to meet with our residents, nor communicate, therefore this legislation is a
means to assist residents to continue to beautlfy and “malama aina’so residents would
be considered for another 65 years and basically clean up Kahana Valley by offerlng
support with funding through the Hawai’'l Housing and Finance Development -
~ Corporation, an entity, that our lessees are familiar with for many years. -
I.have served on the Kahana Planning Council for. many: years with no fundlng until
funding was made available to Townscape Planners to assist in the process. What a
difficult process, with the Boards and Commissions nominating individuals that could
never give 100% of their time. | believe with funding from the Legislatures that perhaps-
Act 15 could have already been realized, that is a Master Plan that perhaps aII of our
legislators could support..
| must say that over 25 years ago, $50,000 at 3% interest was all 26 reS|dents could
- secure to build their homes in the Ahupua’a ‘O Kahana and although many are havmg
difficulties HFDC should have cleaned up their act from the beglnnlng so. that not one
would be allowed to falter or fail due to neglect of servicing.
| for one own my home and would like to have this body give our resrdents an
- opportunity to either consider our land-base, that's important to our people. We have a -
terrible problem with our ever growing homeless population in Hawai'l and all over the
U.S: Lets plan well, make sure funds are available for the next lessees coming up, our
~ residents need any and all the support to help themselves improve their conditions.
| love my home in the Ahupua’a ‘O Kahana and ask that you amend this Legislation to
consider an audit of HFDC relating to Ko ahana lessees in arrears and those that are
absentee lessees in order to improve our res|dent|al communlty

Mahalo ,
Owau Me Ka Ha'a ha'a
- Panielle Ululani Beirne
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