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TESTIMONY OF 

GARY S. SUGANUMA, DIRECTOR OF TAXATION 
 

 
TESTIMONY ON THE FOLLOWING MEASURE: 
H.B. No. 1086, H.D. 1, Relating to Housing 
 
BEFORE THE: 
House Committee on Judiciary & Hawaiian Affairs 
 
 
DATE:  Tuesday, February 11, 2025 
TIME:   2:00 p.m. 
LOCATION:  State Capitol, Room 325 
 

 
Chair Tarnas, Vice-Chair Poepoe, and Members of the Committee: 

 
The Department of Taxation (DOTAX) offers the following comments regarding 

H.B. 1086, H.D. 1, an Administration measure, for your consideration. 
 
H.B. 1086, H.D. 1, amends chapter 237, Hawaii Revised Statutes (HRS), by 

adding a general excise tax exemption for amounts received related to planning, design, 
financing, or construction activities conducted by a qualified person or firm for a new 
construction, moderate rehabilitation, or substantial rehabilitation project for homestead 
lots or housing for the department of Hawaiian Home Lands. The Department of 
Hawaiian Home Lands will provide the claimant with a certification of the exemption to 
file with DOTAX. 

 
The bill also amends section 238-3(j), HRS, to extend the proposed exemption to 

the Use Tax. 
 
The bill is has a defective effective date of July 1, 3000. 
 
DOTAX can administer this bill with the previously proposed effective date of 

January 1, 2026.  
 

Thank you for the opportunity to provide comments for this measure. 



 

STATE OF HAWAII 
DEPARTMENT OF HAWAIIAN HOME LANDS 

Ka ʻOihana ʻĀina Hoʻopulapula Hawaiʻi 
P. O. BOX 1879 

HONOLULU, HAWAII  96805 

TESTIMONY OF KALI WATSON, CHAIR   
HAWAIIAN HOMES COMMISSION  

BEFORE THE HOUSE COMMITTEE ON JUDICIARY & HAWAIIAN AFFAIRS 
HEARING ON FEBRUARY 11, 2025 AT 2:00PM IN CR 325 

HB 1086, HD 1, RELATING TO HOUSING 

February 10, 2025  

Aloha Chair Tarnas, Vice Chair Poepoe, and Members of the Committee: 

The Department of Hawaiian Home Lands (DHHL) strongly supports this bill 
which exempts any development of homestead lots or housing for DHHL from general 
excise and use taxes. This bill was approved by the Hawaiian Homes Commission and 
included in the Governor’s administrative package by request of DHHL. 

DHHL defines homestead lots as residential, agricultural, and pastoral 99-year 
homestead leases. DHHL includes all acquisition, planning, design, post design, and 
construction of offsite and onsite development costs in its quantification of eligible costs 
for GET exemption purposes. The Governor’s Emergency Proclamation relating to 
Affordable Housing (please see page 8 of the attachment) has been especially 
beneficial for DHHL in providing GET savings. 

The following projects are funded with CIP and/or Act 279, SLH 2022 funds. The 
estimates noted below are from 2024. These projects are underway and/or in the 
pipeline for construction. The GET cost savings from these development projects could 
be used to develop more homestead lots. 

Projects Pending GET Exemption 
and/or in the Pipeline for 

Development 

Est. Dev. Costs Est. GET Savings 

HHL Rent with Option to Purchase 
(La‘i‘ōpua) (163 Units)  

$ 5,000,000 (x 
4.712%) = 

$235,600 

Pu‘uhona Subdivision (160 Lots) 
136 turnkey/24 vacant Lots      

$ 26,035,276 (x 
4.712%) = 

$1,226,783 

Pu‘uhona Subdivision Site & 

Infrastructure Development 

$18,271,943.55 + 
$5,509,000 

$1,120,544   
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(Water Tank) = 
$23,780,643.55 
(x 4.712%) = 

Wailuku Single-Family Residential 

(204 Lots- 176 Units / 28 Vacant & 

Self-Help) 

$ 38,245,272 (x 
4.712%) = 

$1,802,117 

Wai‘ehu Mauka Subdivision $ 79,574,040 (x 
4.712%) = 

$3,749,529 

820 Isenberg Street 

(Bowl-O-Drome site)   
(277 Units)  

$ 137,000,000 (x 
4.712%) =  

$6,455,440 

Lana‘i Residence Lots Phase 2B 

(Planning & Design) 

$ 2,000,000 (x 
4.712%) = 

$ 94,240 

Kalama‘ula Agricultural Lots 

(Planning & Design)- (Up 65 Lots) 

$1,200,000 (x 
4.712%) = 

$ 56,544 

Hanapēpē Residence Lots Phase 2 

Development- (82 Lots) 

$33,903,539 (x 
4.712%) 

$1,525,645 

 TOTAL: $16,266,442 

 
Other homestead projects in the pipeline include: 

 
Projects in the Pipeline for 
Development 

Est. Dev. Costs Est. GET Savings 

Ka‘uluokaha‘i IIC (130 residential lots) $20,000,000 (x 4.712%) $942,400 

Kaupe‘a Subdivision Phase 2- (60 lots) $50,878,221 (x 4.712%) $2,397,382 

Kēōkea Waiohuli 2B (76 residential lots) $18,000,000 (x 4.712%) $848,160 
Pulehunui Off-Site Infrastructure (100 
agricultural lots) 

$50,000,000 (x 4.712%) $2,356,000 

Villages of Leiali‘i 1B (250 residential lots) $130,000,000 (x 4.712%) $6,125,600 

Honokōwai Potable Water Development 
(1,200 mixed homestead lots) 

$30,000,000 (x 4.712%) $1,413,600 

Kahikinui Access Improvements (75 
pastoral lots) 

$ 5,000,000 (x 4.712%) $235,600 
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Nā‘iwa Agricultural Subdivision 
(58 agricultural lots) 

$30,000,000 (x 4.712%) $1,413,600 

Villages of La‘i‘ōpua 4 Hema (130 
residential lots) 

$14,000,000 (x 4.712%) $659,680 

Lana‘i Residence Lots Subdivision 
Development (75 Lots) 

$20,000,000 (x 4.712%) $942,400 

Kalama‘ula Agricultural Lots Development 
(Up 65 Lots) 

$20,000,000 (x 4.712%) $942,400 

 Total potential DHHL 
savings from GET 
exemptions: 

$18,276,822 

 
Thank you for your consideration of our testimony.
 

 



OFFICE OF THE GOVERNOR

STATE OF HAWAIi

ELEVENTH PROCLAMATION RELATING TO AFFORDABLE HOUSING

By the authority vested in me by the Constitution and laws of the State of Hawai’i,
in order to provide relief for disaster damages, losses, and suffering, and to protect the
health, safety, and welfare of the people, I, JOSH GREEN, Governor of the State
of Hawai’i, hereby determine, designate, and proclaim as follows:

WHEREAS, pursuant to Chapter 127A, Hawaii Revised Statutes (HRS),
emergency powers are conferred on the Governor of the State of Hawai’i to respond to
disasters or emergencies, to maintain the strength, resources, and economic life of the
community, and to protect the public health, safety, and welfare; and

WHEREAS, the need for an immediate and profound solution to Hawaii’s
affordable housing shortage necessitates the advancement of affordable housing
projects in a way that will ensure the production of affordable housing units immediately
and going forward; and

WHEREAS, the increasing costs of construction material, labor, and regulatory
compliance has significantly impacted the financial viability of affordable housing
projects, compelling a reevaluation of funding strategies and resource allocation to
ensure these projects continue to develop in the face of escalating expenses; and

WHEREAS, the Hawaii Housing Finance and Development Corporation
(“HHFDC”) is statutorily authorized to grant exemptions to statutes, ordinances, charter
provisions, and rules of any government agency relating to planning, zoning,
construction standards for subdivisions, development and improvement of land, and the
construction of dwelling units thereon; and

WHEREAS, due to the automatic adoption of the unamended state building
codes pursuant to section 1 07-24 Hawaii Revised Statutes (HRS), the counties are now
required to adopt unamended state building codes as interim building codes; and

WHEREAS, the counties may not be prepared to amend the unamended state
building codes or to make necessary amendments to the unamended building codes
prior to the deadline established in statute; and

WHEREAS, it is necessary for the counties to retain the authority to update their
respective building codes and to provide them with sufficient time to amend their
building codes to address local conditions; and

WHEREAS, it would slow down ongoing affordable housing projects if, in the
middle of the projects, they have to conform to the unamended state building codes
without prior notice and without amendments to the state building codes that reflect
changes needed to adjust the codes to local conditions; and



WHEREAS, on July 1 7, 2023, I issued a Proclamation relating to housing that
declared an emergency created by the lack of housing for the people of Hawaii; and

WHEREAS, on September 15, 2023, I issued the Proclamation relating to
affordable housing that clarified that the emergency related to the lack of affordable
housing for the people of Hawai’i; and

WHEREAS, on October 24, 2023, I issued the Second Proclamation relating to
affordable housing that clarified the terms of the Proclamation and that included Rules
Relating to the Implementation of the Second Proclamation Relating to Affordable
Housing; and

WHEREAS, on December 22, 2023, I issued the Third Proclamation relating to
affordable housing that clarified the terms of the Proclamation and that included Rules
Relating to the Implementation of the Third Proclamation Relating to Affordable
Housing; and

WHEREAS, on January 1 8, 2024, I issued the Fourth Proclamation relating to
affordable housing that clarified the terms of the Proclamation and that included Rules
Relating to the Implementation of the Fourth Proclamation Relating to Affordable
Housing; and

WHEREAS, on February 20, 2024, I issued the Fifth Proclamation relating to
affordable housing that clarified the terms of the Proclamation and that included Rules
Relating to the Implementation of the Fifth Proclamation Relating to Affordable
Housing; and

WHEREAS, on April 1 9, 2024, I issued the Sixth Proclamation relating to
affordable housing that clarified the terms of the Proclamation and that included Rules
Relating to the Implementation of the Sixth Proclamation Relating to Affordable Housing;
and

WHEREAS, on June 18, 2024, I issued the Seventh Proclamation relating to
affordable housing that clarified the terms of the Proclamation and that included Rules
Relating to the Implementation of the Seventh Proclamation Relating to Affordable
Housing; and

WHEREAS, on August 15, 2024, I issued the Eighth Proclamation relating to
affordable housing that clarified the terms of the Proclamation and that included Rules
Relating to the Implementation of the Eighth Proclamation Relating to Affordable
Housing; and

WHEREAS, on October 1 0, 2024, I issued the Ninth Proclamation relating to
affordable housing that clarified the terms of the Proclamation and that included Rules
Relating to the Implementation of the Ninth Proclamation Relating to Affordable
Housing; and

WHEREAS, on December 6, 2024, I issued the Tenth Proclamation relating to
affordable housing that clarified the terms of the Proclamation and that included Rules
Relating to the Implementation of the Tenth Proclamation Relating to Affordable
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Housing (“Emergency Rules”); and

WHEREAS, the current threat to the health, safety, and welfare of the people of
the State of Hawai’i caused by the lack of affordable housing continues to constitute an
emergency under section 127A-14, HRS, and warrants preemptive and protective
actions; and

NOW, THEREFORE, I, JOSH GREEN, M.D, Governor of the State of Hawai’i,
hereby determine and proclaim that an emergency or disaster contemplated by section
127A-14, HRS, has occurred in the State of Hawai’i, and in order to promote and protect
the public health, safety, and welfare of the people of the State of Hawai’i, and to
prepare for and maintain the flexibility to take proactive, preventative, and mitigative
measures to minimize the adverse impact that the present emergency may cause on
the State and to promote the speedy and safe construction of housing and infrastructure
which will minimize the adverse impact that the present emergency may cause on the
State, and to work cooperatively and in conjunction with federal and county agencies,
do hereby invoke the following measures under the Hawaii Revised Statutes:

I. Emergency Proclamation Execution

Pursuant to sections 127A-12(b)(9) and 127A-12(b)(19), HRS, in order to provide
emergency relief consistent with the intent of this Proclamation, I hereby direct HHFDC
to take appropriate action to support and carry out the intent and purposes of this
Proclamation. Without limiting the generality of the foregoing, they may coordinate with
and convene stakeholders, including but not limited to applicable state and county
agencies, legislators, non-profit and for-profit developers, non-profit housing advocates,
the labor and trade industries, and community members, boards, and commissions in
order to accelerate permitting processes; eliminate duplication; explore innovative
approaches to increase the development of affordable housing, while maintaining health
and safety; share best practices; create working groups to advise on the development of
affordable housing; coordinate priority housing projects; encourage housing
development; and encourage transit-oriented development, among other things.

This Proclamation shall not apply to the area affected by the Lahaina wildfire as
shown in the attached map.

II. Affordable Housing Projects

A. Definitions

1. “Housing,” for purposes of this Proclamation, shall include:

a. Conversion of existing residential units to affordable or subsidized
units;

b. Development, redevelopment, or adaptive reuse that results in new
residential units offered for sale as owner-occupied units;

3
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a All otheraffordablehousingprojectsmay apply for considerationto
proceedunderthis Proclamationthroughcertificationby HHFDC.

4. Certification asan affordablehousingprojectwill be valid from the date
of certification until the earlierof threeyearsor substantial
commencementof the project.

III PathForward

Pursuantto sections127A-12(b)(1)and (4), HRS, I call on the stateandcounty
agenciesto cooperateandto forge pathsforward to addressthe affordablehousing
crisis. The Stateandthe countiesshouldbe engagingin discussionsregardingmutual
aid agreementsandwhatassistancecanbe providedto speedup the processesthat
impedethe creationof housingacrossthe state.

Pursuantto sections1 27A-12(b)(4), (9), (1.1 ), (1 6), and (1 9), HRS, I direct all
stateagenciesto makethe review, planning,approval,andprocessingof permits
relatedto affordablehousinga priority.

Iv. Suspensionof Laws

Section127A-13(a)(3),HRS, Additional Powersin an EmergencyPeriod,to
the extentnecessaryto expeditethe construction,repair, renovation,andoccupancyof
affordablehousingand infrastructureprojectsintendedto provideemergencyrelief
underthis Proclamation,I herebysuspendthe following statutesand regulations:

Section26-35(a)(4),HRS, Administrativesupervisionof boardsand
commissions.

Section37-41, HRS, Appropriationsto Revertto StateTreasury;
Exceptions.

Section37-74(d),HRS, ProgramExecution,exceptfor sections37-74(d)(2)
and37-74(d)(3),andany suchtransfersor changesconsideredto be authorized
transfersor changesfor purposesof section34-74(d)(1)for legislativereporting
requirements.

Section40-66, HRS, AppropriationsLapse.

Section46-1 .5, HRS, GeneralPowersandLimitation of theCounties,and
relatedcountycode(s),asit appliesto the authorityto imposeimpactfeesrelatingto
wastewaterconnectionandparkdedicationfor certified affordablehousingprojectsor
stateor countyaffordablehousingprojects,subjectto theapprovalof the county
planningdirector; to the authorityto issueagreements,contracts,and leasesrelatedto
stateor countyaffordablehousingprojects;and, to the extentnecessaryto allow for the
developmentof adaptivereuseprojectswithout natural light or naturalventilation that
are inconsistentwith currentbuilding codes,subjectto the approvalof the county
building official.
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Section46-4, HRS, CountyZoning, and relatedcountycode(s),to the extent
necessaryto allow the constructionof multi-family residentialaffordablehousingunits
on any lot that is zonedfor commercialor mixed commercialuse,subjectto the
approvalof thecountyplanningdirector.

Section46-142.5,HRS, SchoolImpactDistricts; New Building Permit
Requirements,asit appliesto certified affordablehousingprojectsor stateor county
affordablehousingprojects.

Section46-143,HRS, ImpactFeeCalculation,asit appliesto the imposition of
impactfeesrelatingto wastewaterconnectionandparkdedicationfor certified
affordablehousingprojectsor stateor countyaffordablehousingprojects.

Section46-146, HRS, Time of AssessmentandCollectionof ImpactFees,as
it appliesto impactfeesrelatingto wastewaterconnectionandpark dedicationfor
certified affordablehousingprojectsor stateor countyaffordablehousingprojects.

Chapter76, HRS, Civil ServiceLaw, to the extentnecessaryto allow for qualified
personnelor contractorsto be hired that would be directly involved in the construction,
development,or redevelopmentof housing,the filling of public housingvacancies,the
processingof housing vouchers,or the processingof developmentrelated permits,
licenses,or approvals,pursuantto theattachedemergencyrules.

Chapter89, HRS, CollectiveBargainingin Public Employment,to the extent
necessaryto allow for personnelor contractorsto be hired thatwould be directly
involved in the construction,development,or redevelopmentof housing,the filling of
public housingvacancies,the processingof housingvouchers,or the processingof
developmentrelatedpermits,licenses,or approvals.

Chapter89C, HRS, Public OfficersandEmployeesExcludedfrom
CollectiveBargaining,to the extentnecessaryto allow for personnelor contractors
to be hired that would be directly involved in the construction,development,or
redevelopmentof housing,the filling of public housingvacancies,the processingof
housingvouchers,or the processingof developmentrelatedpermits,licenses,or
approvals.

Section1 03-2, HRS, GeneralFund.

Chapter1 03D, HRS, Hawaii Public ProcurementCode,to the extentthat the
departmentor agencyhasdeterminedthat it is not practicableor advantageousto
procurethe servicesrequiredvia traditionalprocurementmethodsandthe procurement
promotesthe construction,development,redevelopment,repair, renovation,and
occupancyof housing. The suspensionis for the solicitation processonly and is subject
to the attachedemergencyrules.

Section1 04-2(i)(3), HRS, Applicability; wages,hours,andother
requirements.

Section107-24(c),HRS, Authority anddutiesof thecouncil, to the extent
necessaryto suspendthe ability of the StateBuilding CodeCouncil to amendor update

7



the Hawai’i statebuilding codesto allow for consistencyandstability in the construction
of housing.Countiesmay still updatecountybuilding codes.

Section1 07-27(a),HRS, Designof statebuildings,to the extentnecessaryto
suspendthe requirementfor statebuilding designsto comply with the Hawai’i state
building codes.

Section107-28,HRS, Countyauthorityto amendandadoptthe Hawai’i state
building codeswithout council approval,to the extentnecessaryto suspendthe
two-yeardefaultdeadlinefor countiesto adoptstatebuilding codes: Countiesmay still
updatecountybuilding codes.

Section1 07-31, HRS, Statebuilding code;compliance.

Section127A-30, HRS, Rentalor saleof essentialcommoditiesduring a
stateof emergency;prohibitionagainstprice increases,becausethe automatic,
statewideinvocationof this provision is not neededfor this emergency.The invocation
andsuspensionof section127A-30, HRS, containedin anyotherproclamationarenot
affectedby this Proclamation.

Section201H-36(a)(5)(A), HRS, Exemptionfrom generalexcisetaxes.

Section201H-38(a)(3),HRS, Housingdevelopment;Exemptionfrom
statutes,ordinances,charterprovisions,andrules,that requireapprovalof the
legislativebodyof the county in which the housingproject is situated. This exemption
shall be applicableto only stateor countyaffordablehousingprojectsthat receive
approvalof HHFDC.

Chapter237, HRS, GeneralExciseTax Law, for Departmentof Hawaiian Home
Lands(DHHL) projectsfor newly constructed,or moderatelyor substantially
rehabilitated,housingfor beneficiaries.

Sections302A-1601 to 1 612, HRS, SchoolImpactFeesfor DHHL or its
contracteddeveloperson DHHL ownedland andnew affordablehousingdevelopments
within a designatedschool impactdistrict undertakenby certified affordablehousing
projectsor stateor countyaffordablehousingprojects.

Sections601-1 .5, 708-817, 708-818, 708-820(1)(c), 708-830.5(1)(d), 708-
840(1)(c)and (d), HRS, to the extentthesesectionscontainprovisionsfor the
suspension,tolling, extension,or grantingof relief from deadlines,time schedules,or
filing requirementsin civil, criminal, or administrativemattersbeforethe courtsof the
stateor to the extentthat thesesectionscontainprovisionsfor criminal penaltiesthat
areautomaticallyheightenedby reasonsof anydeclareddisasteror emergency.

Pursuantto section1 27A-25, HRS, I herebyadoptthe RulesImplementingthe
EleventhProclamationRelatingto Affordable Housingattachedhereto.Theserules
shall havethe force and effect of law.

8



V. StateCooperation

Pursuantto section127A-12(b),HRS, I herebydirect all stateagenciesand
officers to cooperatewith andextendservices,materials,andfacilities asmay be
requiredto assistin all efforts to addressthe objectivesof this Proclamation.

VI. Severability

If any provisionof this Proclamationis renderedor declaredillegal for any
reason,or shall be invalid or unenforceable,suchprovision shall be modified or deleted,
andthe remainderof this Proclamationandtheapplicationof suchprovisionto other
personsor circumstancesshall not be affectedtherebybut shall be enforcedto the
greatestextentpermittedby applicablelaw.

VII. Enforcement

No provisionof this Proclamation,or any rule or regulationhereunder,shall be
construedasauthorizingany private right of actionto enforceany requirementof this
Proclamation,or of any rule or regulation.Unlessthe Governor,Directorof Emergency
Management,or their designeeissuesan expressorderto a non-judicial public officer,
no provision of this Proclamation,or any rule or regulationhereunder,shall be
construedasimposingany ministerial duty uponany non-judicial public officer andshall
not bind theofficer to anyspecificcourseof actionor planningin responseto the
emergencyor interferewith the officer’s authorityto utilize his or herdiscretion.

I FURTHER DECLARE that this Proclamationis not intendedto create,anddoes
not create,any rights or benefits,whethersubstantiveor procedural,or enforceableat
law or in equity, againstthe Stateof Hawaii, the countiesof this State,or any Stateor
Countyagencies,departments,entities,officers, employees,or anyotherperson.

I FURTHER DECLARE that the disasteremergencyrelief periodshall
commenceimmediatelyandcontinuethroughApril 5, 2025, unlessterminatedor
supersededby a separateproclamation,whichevershall occurfirst.

Doneat the StateCapitol, this 4th day of
February,2025

JoshGreen,MD.
Governorof Hawai’i

APPROVED:

Att-e- Lope-z
Anne E. Lopez
Attorney General
Stateof Hawaii
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Map of theAreaAffected by theLahainaWildfire Excluded
Underthe EleventhProclamationRelatingto Affordable Housing
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No personshall be discriminatedagainstin examination,appointment,
reinstatement,reemployment,promotion, transfer,demotion, or
removal,with respectto any positionwhenthework may be efficiently
performedby the personwithout hazardor dangerto the healthand
safetyof the personor others;

2. All positionsestablishedunderthe Proclamationmay be exemptfrom
civil serviceandmay be convertedto civil servicepositionsat the
discretionof the appointingauthority. Exemptpositionsand
appointmentsconvertedto civil serviceshall complywith Department
of HumanResourcesDevelopmentPolicy and Procedure1000.002
exceptthat all employeesconvertedshall be treatedasif they had
occupiedthe positionfor a minimum of one (1 ) year. It is the
appointingauthority’sdiscretionto usean existingestablishedcivil
serviceor exemptpositionor to establisha new position to hire under
the Proclamation.

3. Prior to hiring any employeeunderthe Proclamation,the appointing
agencyshall determinethat:

a. The employeewould be directly involved in the construction,
development,or redevelopmentof housing,the filling of public
housingvacancies,the processingof housingvouchers,or in the
processingof development-relatedpermits,licenses,or approvals;
and

. b. It would be impracticalor untimely to hire the employeeunderthe
civil servicesystemunderchapter76, HRS.

4. The appointingagencyshall ensurethat all employeeshired underthe
Proclamationmeetthe following:

a. Personsseekingemploymentmeetthe requirementsnecessaryfor
thesafeandefficient performanceof thedutiesof the positionfor
which theyarebeing hired;

b. Eachemployeeis ableto performtheir dutiessatisfactorily;and

c. Eachemployeeis qualified to perlormthedutiesandfunctionsof
the positionthat theyarebeinghired into.

B. Chapter103D, HRS, Hawaii Public ProcurementCode

Prior to utilizing the suspensionof chapter1 03D, HRS, the department
hasdeterminedthat it is not practicableor advantageousto procurethe services
requiredvia traditionalprocurementmethods.This suspensionis for the solicitation
processonly. Pursuantto section103D-310(c),HRS, andsection3-122-112,Hawaii
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AdministrativeRules,the procuringofficer shall verify compliance(Le, vendoris
requiredto provideproof of complianceandmay usethe Hawaii ComplianceExpress)
for all contractsawarded.Copiesof the complianceandthe awardpostingare required
to be documentedin the procurement/contractfile.

The awardis requiredto be postedon the Hawaii Awardsand Notices
DataSystem(HANDS) pursuanttoProcurementCircular PC2019-05within sevendays
afteraward.

C. Section201H-38(a)(3),HRS, Housingdevelopment;exemptionfrom
statutes,ordinances,charterprovisions,and rules.

Section201H-38(a)(3),HRS, is suspendedto allow the county in which a
stateaffordablehousingprojector countyaffordablehousingproject is to be situatedto
approvethe project,with or without modifications,without requiringthe countycouncil to
approve,approvewith modification, or disapprovethe projectby resolution. Instead,
the countymay approve,approvewith modification,or disapprovethe projectthrough
actionof the countyplanningdirectorwithin forty-five daysof the receiptof HHFDC
approval. If on the forty-sixth daya project is not disapproved,it shall be deemed
approvedby the countyplanningdirector.
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SUBJECT: GENERAL EXCISE, USE TAX Exemption for DHHL Developments 

BILL NUMBER:  HB 1086 HD 1  

INTRODUCED BY: House Committee on Housing 

EXECUTIVE SUMMARY:  Exempts any development of homestead lots or housing for the 

Department of Hawaiian Home Lands from general excise and use taxes. 

SYNOPSIS: Amends chapter 237, HRS, by adding a new section to exempt amounts related to 

planning, design, financing, or construction activities conducted by a qualified person for a new 

construction, moderate rehabilitation, or substantial rehabilitation project for homestead lots or 

housing for the department of Hawaiian home lands (DHHL).  The project may also be 

developed: 

▪ Under a government assistance program approved by DHHL; 

▪ Under the sponsorship of a nonprofit organization providing home rehabilitation or new 

homes on Hawaiian home lands for qualified families in need of decent, low-cost 

housing; or 

▪ To provide affordable rental housing where at least fifty per cent of the available units are 

for households with incomes at or below eighty per cent of the area median family 

income, as determined by the United States Department of Housing and Urban 

Development. 

All claims for exemption shall be filed and certified by DHHL and forwarded to the department 

of taxation. 

Definitions are provided for “homestead lot”, “moderate rehabilitation”, “qualified person or 
firm” and “substantial rehabilitation”. 

Amends section 238-3(j), HRS to exempt from the Use Tax any use of property, services, or 

contracting exempted by the above GET exemption. 

EFFECTIVE DATE:  July 1, 3000.  

STAFF COMMENTS:   This is an Administration bill sponsored by the Department of Hawaiian 

Home Lands and designated HHL-03 (25). 

Section 237-29(a), HRS, states that all gross income received by any qualified person or firm for 

the planning, design, financing, construction, sale, or lease in the State of a housing project that 

has been certified or approved under section 201H-36 shall be exempt from general excise taxes. 



Re:  HB 1086 HD 1 

Page 2 

Section 201H-36, HRS, states that the Hawaii housing finance and development corporation 

(“HHFDC”) may approve and certify for exemption from general excise taxes any qualified 
person or firm involved with an affordable housing project. 

Section 46-16.7, HRS, states that any county shall have the same powers as those granted the 

HHFDC pursuant to chapter 201H, HRS, provided, among other things, that county projects 

shall be granted an exemption from general excise or receipts taxes in the same manner as 

projects of the HHFDC pursuant to section 201H-36. 

It seems that the proposed exemption has many similarities to the affordable housing exemption 

now in sections 46-15.1 and 201H-36, HRS.  The proposed exemption appears to be looser, 

however: 

▪ The existing low-income housing exemption requires a regulatory agreement of at least 

five years for moderate rehabilitation projects, ten years for substantial rehabilitation 

projects, and thirty years for new projects. No regulatory agreement is required by this 

bill. 

Because the housing development is on Hawaiian homestead land, the beneficiaries to reside in 

the developed homes would be receiving several benefits unique to Hawaiian homesteads, as 

detailed in https://dhhl.hawaii.gov/applications/applying-for-hawaiian-home-lands/: 

▪ Annual lease rent of $1.00 per year; 

▪ 99-year lease; 

▪ Lease term which can be extended for an additional 100 years, allowing passage of the 

homestead from generation to generation; 

▪ Seven-year exemption from real property tax; 

▪ Complete exemption of tax on land; 

▪ Minimal real property tax after the first seven years (applies only to County of Kauai and 

City and County of Honolulu, Oahu); 

▪ And other benefits. 

These benefits should be taken into consideration to determine whether affordable housing 

development on Hawaiian home lands merits extension of the GET exemption to development 

on those lands as well.  It is certainly arguable that the extension is warranted given that 

Hawaiian beneficiaries often have been waiting years or decades on the wait list for Hawaiian 

home lands. 

Digested:  2/7/2025 

https://dhhl.hawaii.gov/applications/applying-for-hawaiian-home-lands/
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