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EXECUTIVE SUMMARY

This report is intended as a contribution to affordable housing policy discussions in
Hawaii. It focuses attention on maintaining and increasing the supply of housing for sale
to Hawaii’'s families, asking whether affordable housing regulations work to help families
find housing at reasonable cost. It draws on research on fee simple residential sales
over a twenty-year period, and on interviews with experts in government and the private
sector. Innovative aspects of the research include: studying the resale history of
particular housing units, to see whether units sold at reasonable cost resell at prices
within reach of low- to moderate-income buyers, and analyzing sales data in terms of
affordability, the amount which, in each year’s economic climate, households can pay for
housing. Market trends are discussed for the City and County of Honolulu, Maui Island,
Hawaii County and Kauai County.

County and State agencies have overlapping responsibilities to assure that Hawaii has a
supply of safe housing available at a reasonable cost. Most of the regulation and
enforcement of affordable housing falls to the Counties. While County rules and
procedures vary, all four tend to require that housing developers price a share of their
units as affordable for households earning from 80% to 140% of the local median
income. Affordable units typically have conditions on occupancy and resale, so that
buyers cannot profit from reselling an affordable unit.

Research

Hawaii’'s housing markets are small, and characterized by cyclic sales and price
phenomena. Since the mid-1990s, new housing production accounts for about a fifth of
fee-simple market transactions; the rest are resales. Consequently, affordable housing
regulations mandating that a share of new production be affordable deal only with a
small share of the market as a whole.

On all islands, new units are being produced at “affordable” prices (within reach of
households earning from 80% to 140% of the local median income) and higher ones.
Existing units are resold at prices that these market segments can afford. A closer look
at resale histories shows some significant trends:

e On Oahu, housing that originally sold at an “affordable” price resells at an
affordable price. There is a continuing supply of housing on the market for
residents.

¢ In all the Hawaii markets, the least expensive housing — at prices that families
earning well under 80% of the local median can afford -- tends to resell at a
higher affordability level. In part, this may be due to subsidies: buyers are getting
units of higher value at a reduced price. In part, this may be due to owner
improvements. The trend also points to an imbalance of demand over supply that
is felt most sharply below the “affordable” level.

e On Maui, Hawaii, and Kauai, resale data show both a tendency for units to

become less affordable, and a sharp price rise in the last few years. The impacts
of the long-term trend are small in most cases after ten years or so. The data do
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support the idea that a large share of the housing stock on those islands is
becoming so expensive that it is beyond the reach of most resident households.

e Qut-of-state buyers account for a share of the current housing market throughout
Hawaii, a large share on Maui, Hawaii and Kauai. They are buying units in all
price ranges, not just the highest ones.

Some in Hawaii see overseas buyers as taking housing stock away from
residents. That view is unrealistic, since resort units are being developed for that
market, rather than for residents. More realistically, the overseas market ties up
limited resources — land, capital, construction labor — some of which might
otherwise go towards resident housing construction.

Recent housing price increases have occurred in an expanding economy with low
interest rates. Those rates are expected to rise, and construction costs will go up with
them. At the same time, higher mortgage rates mean that consumers can pay less for
housing. Consequently, it will soon be harder to produce and buy affordable housing.
Developers are concerned that current trends resemble those of the mid-1990s, just
before demand, even for affordable units, fell sharply. When affordable housing units
could not be sold, all new housing production was cut back.

Impacts

Affordable housing regulations affect only a small part of the housing supply, and do little
to affect prices of resales, the great majority of the housing market. The City and County
of Honolulu market continues to have a variety of units within the affordable price
ranges. This is not because of regulations — until this month, Honolulu’s affordable
housing procedures were less stringent that other counties’ — but because of the size of
the market and the economy that supports it.

Throughout Hawaii, affordable housing policies add to the permitting time and paperwork
associated with development. Honolulu’s process, in its classic form, involved ten steps
and three different departments in the production of affordable units. Now that the
classic process is again in force, two different departments are responsible, and they
have not been staffed to process and monitor affordable housing production and sales.

Specific affordable housing regulations can have complex impacts. Buyer qualification
rules have, at times, so limited the pool of would-be buyers that developers could not sell
the “affordable” units. (In response, Honolulu suspended these rules. Maui and Hawaii
have procedures to relax the qualifications if buyers cannot be found.) Resale
restrictions that limit the equity that the seller of an affordable home can retain may
make it impossible for that seller to stay in the housing market. (On Kauai, such
restrictions work to insure that the next buyer obtains the house for a reasonable price.
On Oahu, the house is resold on the market and “shared appreciation” goes into the City
and County’s funds. In this case, shared appreciation does nothing to assure that
housing is affordable, and makes it harder for some residents to own homes.)

Because affordable housing regulations drive up the cost and time needed to produce

housing, a fast-track process has been developed. The “201G” process (under HRS
201G-118) allows the State to grant exemption from regulations and exactions that drive
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up the cost of affordable housing, and limits County review of these projects to a narrow
45-day period.

On Maui, the County has encouraged developers to use the 201G process, and County
officials hope to see hundreds of units produced under it in the next few years. However,
members of the Maui County Council have expressed unwillingness to support this
approach again, since it rules out negotiation by the Council,

On the island of Hawaii, the impact of affordable housing regulations was twofold: (a)
projects with State Land Use Commission (SLUC) conditions calling for most units to be
affordable simply were not built; (b) nearly all the other projects, permitted under County
regulations, paid in-lieu fees rather than build affordable units. Revisions to the County
Code in early 2005 raised those fees in order to insure that affordable housing is built in
areas with active development.

On Kauai, a major developer has been producing housing under the SLUC conditions.
Production is slow, as can be expected in Kauai’'s small housing market. An important
factor limiting demand, and hence new supply, is the rehabilitation of much of the
island’s housing stock after Hurricane Iniki. Much of the older housing was renovated,
lessening residents’ wish to move to bigger and better homes.

On Oahu, several affordable housing conditions were relaxed under Ordinances 99-51
and 01-33, but the “moratorium” that simplified the sale and resale of affordable housing
ended in August 2005. Currently, administrative rules compiled in 1994 are once again
to be followed, until the Planning Commission and City Council approve new regulations.

Recommendations

The major factors affecting the affordability of housing in Hawaii are the size of the
market and interest rates. The most important way to assure that homes are produced,
sold and resold at reasonable prices that residents can afford is to help to increase the
housing supply.

LURF recommends creating incentives for developing affordable housing over and
above the level required by land use permits, e.g., through General Excise Tax
exemptions or credits.

LURF supports development of a set of subdivision standards for affordable housing
projects. To speed the development and sale of affordable housing, LURF supports the
use of non-government agents to certify compliance with regulations and to recruit and
pre-qualify affordable housing buyers.

LURF has recommended that the City and County of Honolulu continue its moratorium
on certain affordable housing regulations (involving buyer qualification, shared
appreciation, and buy backs) in order to gain time to move to an incentive-based, rather
than a regulatory, housing policy.

LURF also recommends that that the State and Counties invite developers to propose
innovative strategies to deliver affordable housing in volume in Hawaii.
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1. OVERVIEW

This report is intended to contribute to discussions on affordable housing policy in
Hawaii. It focuses attention on maintaining and increasing the supply of housing for
Hawaii’'s families, asking whether affordable housing regulations work to help families. It
brings together information about past and present government policies, housing
production, and housing markets over twenty years’ time.

Affordable housing is the leading policy issue in Hawaii. In 2004, the Housing and
Community Development Corporation (“‘HCDCH”) convened an Affordable Housing Task
Force in response to Senate Concurrent Resolution No. 135, S.D. 1. The Task Force
developed recommendations to increase production of and access to housing for low-
and moderate income families in Hawaii. Key policies recommended by the Task Force
were included in Senate Bill No. 179, S.D. 3, H.D. 2, C.D. 1, which passed the State
Legislature this year and was enacted as Act 196. In the meantime, housing prices and
rents have steadily increased. Demand for housing is strong, but many find themselves
priced out of the market. Homeowners worry that real property taxes will soar along with
values.

This report was initially triggered by City and County of Honolulu Ordinance No. 01-33.
That ordinance continued a moratorium originally established by Ordinance No. 99-51
on certain affordable housing conditions, to expire in August 2005, and called for both a
report from the Department of Planning and Permitting (DPP 2005) and a marketing
study by proponents of an extension. Research on the Oahu housing market was
presented in a submittal by the Land Use Research Foundation of Hawaii (“LURF”) to
the Department and the City Council (SMS 2005). The present report provides similar
information for Maui Island and Kauai and Hawaii Counties, and draws on information
about affordable housing regulations and development throughout the state.

On Oahu, LURF argued that continuing the moratorium would be more effective than
reinstating conditions on buyer eligibility, shared appreciation and buy backs. The
Department of Planning and Permitting has indicated that there are drawbacks to the
buyback and shared appreciation conditions, and there may be benefit to extending the
moratorium while the City develops new housing policy and completes a "management
review" to see whether the City has the assets to supply for affordable housing. The
moratorium should therefore be extended for 9 to 12 months, or to June 30, 2006.

This report deals with housing for sale, not rent. Rental housing is very important for
Hawaii’'s quality of life, but it involves a wider range of policy questions and research
problems than can be addressed in this study.

The report draws on interviews with government and private-sector housing experts, and

on analysis of real property tax data. See Appendix A for a list of interviewees and
Appendix B for an account of the real property tax data used for the analysis.

1.1 THE POLICY ISSUE: KEEPING HOUSING AFFORDABLE FOR RESIDENTS

Hawaii policy-makers and other residents are concerned that the price of housing is so
high that residents with low- to moderate-range incomes cannot come to own their own
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homes. Many fear that increasing numbers of young people will leave Hawaii, never to
return.

A national effort to identify and limit regulatory barriers to affordable housing is under
way. The Department of Housing and Urban Development’s Policy Development and
Research branch is encouraging research in this area (2005a). Academic studies have
found, for particular areas, that regulations can add from $40,000 to $80,000 to the price
of a home. Delays in permitting can significantly reduce the amount of construction put in
place.

In Hawaii, the Report to the Legislature from the Affordable Housing Task Force
convened in 2004 began by noting:

Hawaii is at a critical housing juncture. Rents and sales prices have reached an
all time high. Homelessness has increased. . . .lower income families have been
priced out of the market. The high cost of housing serves as a major workforce
recruiting, retention, and expansion challenge. (Housing and Community
Development Corporation of Hawaii, 2005)

The recent increase in real estate prices continues to concern policy makers, who fear
that Hawaii’s skilled workers may no longer afford to live in the islands. (See, for
example, the Economic Forecast for Hawaii County and Maui from First Hawaiian Bank,
(at www.fhb.com) and a similar warning for Kauai (Schaeffers, 2005b).) Elected officials
and housing specialists have reviewed housing policies, with an eye toward getting
affordable housing build, or toward limiting the use of island land for vacation homes.

Since the Affordable Housing Task Force report was published, rents and housing prices
have increased further. Some of the report’'s recommendations (discussed below) have
been implemented. Still, the problem remains critical.

Hawaii residents and policy makers agree on the importance of developing housing that
island residents can afford to buy, and of maintaining an affordable housing stock." They

"In policy discussions, “affordable” housing for sale is housing subject to government conditions
that it be sold at prices for which households earning 80% to 140% (or 80% to 120%) of the
County median income can gain mortgages. The “affordable” price hence depends on incomes
and mortgage rates. In general discussions, an “affordable” home is one that residents believe to
be within their reach, i.e., it is more a matter of perception than calculation. In this report, a
distinction is made between a perceived “reasonable” price and the calculated “affordable” price.
However, any discussion of “affordable housing supply” blurs the distinction, since it refers to the
total housing supply, not just units produced under a development agreement.

Housing officials commonly separate income groups by income, treated as a share of the County
median income. “Very low-income” families earn less than 50% of the median; “low-income”
families earn between 50% and 80%, “moderate-income” families earn 80% to 100% (or 120%) .
Those earning 120% to 140% of the median are sometimes termed the gap group, based on the
idea that they earn too much for price-controlled affordable homes yet too little to buy homes on
the market.

For the analysis, SMS has created “affordability” measures using standardized assumptions for
all counties, over a twenty-year period. (See Appendix C.) These are not equivalent to the
calculations made by each county, since each county may make its own assumptions about
family size, down payments, and mortgage rates. The counties can change those assumptions
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may disagree on the steps to be taken to advance those aims. Even if they agree on a
broad policy approach, they may disagree over who has lead responsibility to advance
and implement the policy. New policy initiatives have been proposed by the Governor,
the State Legislature, and the Counties. The Legislature recently passed Act 196,
including several policies backed by the Affordable Housing Task Force. The County of
Hawaii has passed a new Affordable Housing Ordinance (No. 05 23), and other
Counties are examining it closely.

At the County level, government involvement in for-sale housing is largely a matter of
regulation of new housing production. Few agencies are interested in developing
housing. When government bodies do seek to actually develop housing, they do so by
donating land and entering into partnership with developers (e.g., the Department of
Hawaiian Home Lands [DHHL] and various developers; County of Hawaii with UniDev
LLC, for the Waikoloa Workforce Housing Project).

The central question of this study is: What is the impact of affordable housing conditions
and regulations? Do they help to assure residents the chance to own homes at
reasonable cost?

In policy debates, two points of view are widespread:

o For some, housing prices and availability are part of a market phenomenon, and
the best way to promote housing is to let the market function smoothly.
Regulation creates additional costs and hence reduces production.

o For others, the housing market is likely to serve various ends — developers’
profits, non-residents’ desire for vacation homes — and affordable homes may be
a casualty of the market. Regulation is needed, then, to get affordable housing
produced and to keep housing on the market at prices residents can afford.

These views are stated in extreme form in order to highlight some of the issues that
need to be understood to assess the impact of regulations. Specifically:

o What are basic characteristics of housing markets in Hawaii?

o Is there housing that residents can afford? How does it come to market
(as new units or resales)?

o Does speculation lead housing prices to increase beyond levels that
residents can afford? In other words, does housing that sells within the
affordable range later resell for higher prices, beyond the levels
reasonable for residents?

o Are market conditions much the same in all areas, so that the same
regulations might be expected to be effective across the state?

o Are market conditions stable enough that regulations can be expected to
have much the same effect from year to year?

from year to year independent of each other. While the counties depend on income estimates
from the federal Department of Housing and Urban Development, and tabulations of rental and
sales prices by family or unit size by the State’s Housing and Community Development
Corporation of Hawaii, each makes its own determination as to how to use those resources.
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e Does the imposition of conditions lead to production of housing at affordable
prices?

e Do conditions on affordable housing work to help low- and moderate-income
families buy and keep their own homes? Can they continue to participate in the
housing market in later years, or are they limited to their “affordable” housing?

¢ Do all conditions have much the same impact, or are there clear differences?

We do not have all the information needed to answer all these questions fully. Still, an
account of both affordability regulations and of market behavior can help to clarify the
challenges and opportunities that Hawaii’s people face.

1.2 REGULATORY FRAMEWORKS

1.21 Agencies
The State and Counties have overlapping involvement with housing issues:

e The State’s housing agency, the Housing and Community Development
Corporation of Hawaii (HCDCH), has broad powers to develop, encourage, own
and operate housing. As a State agency, it can approve projects and waive a
wide range of exactions and requirements in order to promote affordable housing
through the fast-track “201G” process.

o The State Land Use Commission reviews petitions to change the classification of
land, notably for large development projects. When it approves a change, it can
attach detailed conditions to the approval, including demands that a share of
housing be priced for low- or moderate-income Hawaii resident buyers. A typical
condition may be that the developer must develop an affordable housing plan
acceptable to the County before the property is zoned or subdivided. However,
the Commission could impose its own guidelines, and has done so in the past.
In the early 1990s, the Land Use Commission imposed the 60% affordable
criterion for housing projects. 2

o The Department of Hawaiian Home Lands (DHHL) controls more than 200,000
acres. Its mission is to use its assets on behalf of Native Hawaiian beneficiaries,
who may be awarded residential, agricultural or pastoral leases. As a State
agency founded by an Act of Congress, DHHL is not subject to County authority.
In the past, the Department’s most common form of transfer has been a 99-year
lease for a dollar a year.

e The Hawaii Community Development Authority (HCDA) has oversight and
planning authority for lands at Kakaako and Kalaeloa on Oahu. It can develop

% In December 2004, representatives of Bridge Aina Lea, LLC appeared before the Commission,
arguing that the affordable housing requirements attached by the Commission to their project in
1991 should be reduced to comply to current County standards. The Commissioners showed no
inclination to undo their predecessors’ ruling.
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and implement its own rules, and the HCDA Board can reach its own decisions
about affordable housing exactions on a case-by-case basis. * HCDA rules have
been broadly similar to those enacted by the Counties. To date, HCDA has had
limited involvement in affordable housing production. However, it is proposing a
change in rules whereby residential units could be built in the Kakaako
Waterfront area and considering a draft master plan for Kalaeloa that could allow
development of some 6,500 housing units over 20 or more years. News of the
master plan process is posted by HCDA at
http://www.hcdaweb.org/index.cfm?section=kalaeloa).

e The Counties control zoning, subdivision, and building permits. They have
personnel to review plans and monitor construction. They administer the Section
8 rental program and several other programs to support renters and
homeowners. They also maintain the Real Property Tax databases in which all
the lands of the state are listed.

Over the twenty-year period studied here, responsibility has shifted between the State
and Counties for regulation. In the 1980s, the Counties were largely responsible for the
regulations discussed below. In the early 1990s, the State, under Governor John
Waihee, promoted the idea of mixed-income communities. Not only were State projects
such as the Villages of Kapolei to include a large share of affordable housing along with
market housing, but the Land Use Commission included a 60% affordable to 40%
market ratio in its conditions for permits for large residential projects. Under the
Cayetano administration, responsibility for affordability conditions was once again
treated as a County responsibility. In the last year or two, members of the Land Use
Commission have discussed whether they may have a duty to set such conditions,
although the Commission as a whole still defers to the Counties to set these conditions.

1.2.2 Key Regulations

Regulations could affect housing prices in many ways. In Hawaii, conditions are typically
imposed at the time of initial permitting of a new project (State Land Use Boundary
Amendment or County Zoning). Conditions may be standard or negotiated on a case-by-
case basis. Next, the developer must work out how the conditions will be followed or
implemented for upcoming increments of the project, and gain government authorization
to proceed. At this point, specific units are identified as “affordable” to particular income
groups. Their prices are set on the basis of schedules updated annually by HCDCH and
the counties. Once a unit has been sold, conditions may still be imposed on the resale of
the unit.

® In principle, other State agencies could actively promote new housing. In the Lingle
administration, the Department of Land and Natural Resources has reviewed its landholdings and
offered to transfer lands to the Counties and DHHL on which new housing could be built. DHHL is
currently planning development at the Villages of Leialii, outside Lahaina, on land that the State
could not deliver to buyers in fee, since it was ceded land from the Kingdom of Hawaii. The Mayor
of Kauai has announced his County’s interest in having new housing built on State land.
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This section provides an initial listing and definition of mechanisms in use. Please see
Appendix C for a more detailed comparative table developed by HCDCH.* For each
county, current regulations and the history of affordable housing conditions are
discussed later in this report.

1.

Affordable housing requirement. A requirement to provide affordable housing
may be imposed, or accepted as a condition of permitting, for any development.
For residential projects, the requirement may be inclusionary, i.e., the affordable
units must be provided within the project. For resort, industrial or other projects,
the requirement may take various forms. Sometimes, developers have been
required to set aside land for affordable housing. Resort developers have at
times been required to build or pay for new workforce housing located in the
region of the resort. Often, a fee in lieu of land or units is calculated and accepted
by the counties.

For residential projects, the requirement is often expressed as a share of total
units. The standard Honolulu requirement, for example, is for 30% to be
“affordable,” with 10% -- i.e., a third of the affordable units -- priced for families
earning up to 80% of the median income and 20% priced for families earning up
to 120% of the median.

Housing Credits. Affordability requirements can be seen as “credits” in two
situations:

a. First, if a developer produces more affordable units than required, the
county may allow those units to be counted as credits against future
production, or transferred to count against other developments.

b. Next, instead of insisting that developers build units for sale at two or
three price points, the counties may allow developers to meet their
affordability requirement by providing a different mix, and credit
developers for serving lower income groups. Hawaii County has recently
instituted a comprehensive credit system

Pricing. Prices are set based on income levels for a family of the size
appropriate for a given unit. A three-bedroom home could be occupied by
families of as many as six people; in Honolulu, the price is set on the basis of the
estimated income of a family of five persons at a given income level.

* This discussion was drafted before Appendix C was publicized, and uses slightly different
terminology at points. It is based on regulations and interviews concerning their implementation.
Appendix C contrasts specific regulations with proposed changes under consideration in Maui
and Kauai.
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Exhibit 1-A: AFFORDABLE HOUSING CREDITS, HAWAII COUNTY CODE SECTION 11-5

Income level of Household (in relation to County median income)
under 60%  under 80% under 100% under 120% under 140%

Production and sale of

Completed dwelling 2.0 15 1.0 0.5
Lot 1.0 0.5
Production of rental unit 2.0 15 1.0

Donation of land to a nonprofit

for construction of dwellings
For sale 1.0
For rent 1.0

4. Buyer Qualification. Buyers of affordable units are expected to be residents, with
incomes within the range for which the unit was priced, who do not already own
their homes. Pricing and income qualification can diverge because income levels
are calculated on the basis of family size. At the 80% of median level, the range
in affordable prices can vary by $20,000 according to family size (2005 price
thresholds, calculated by the City and County of Honolulu Department of
Planning and Permitting [DPP]):

e One person: $37,950
e Two persons: $43,400
e Three persons: $48,400
e Four persons: $54,250
e Five persons: $58,600.

5. Time Limits on Buyer Qualifications. In the event that qualified buyers are not
able to purchase homes designated for their income level, county rules may
allow for others to purchase the units. In the City and County of Honolulu, the
1999 moratorium set aside income qualifications when developers reported that,
in the then current market, they couldn’t find qualified buyers for the affordable
units. Maui and Hawaii Counties insist on income qualification for the first ninety
days of the sales period. If a qualified buyer has not emerged, the unit can next
be sold to applicants who have previously owned a home (Hawaii County Code
11-9 (e)) or to ones with somewhat higher incomes (Maui County Code
2.86.610).

6. Owner-Occupancy. Buyers of affordable units must attest that they will occupy
the unit and not rent it or leave it vacant. Owner-occupancy agreements may
cover one year or longer. Owner-occupancy may also be a condition at the time
a unit is resold, i.e., that the new buyer also be an owner-occupant.

7. First-Time Homebuyer Rules. Buyers of affordable housing may be limited to
persons without existing homes or a share in existing homes.
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8. Limits on Resale. Conditions on affordable units go with the deed, and can affect

1.2.3

the resale of the units for several years (with terms varying by County, by the
particular development agreements, and by the income level of the unit):

a. Buy Backs: The County may have the right to buy the property back from
a would-be seller, paying a price based on the original affordable price,
plus compensation for improvements, plus a limited return on the original
buyer’s investment. Maui and Honolulu have often waived their right to
buy back housing. On Kauai, the County has arranged for new buyers to
purchase units at the buy-back price (personal communication, Ken
Rainforth, August 2005). Buy-back requirements may place a county in
an undesirable position, should property values fall. In such cases, the
buy-back price might be higher than market prices.

b. Shared Appreciation. Shared appreciation involves much the same
calculation of the initial owner’s rights in property as in the case of buy-
backs. Shared appreciation occurs when the owner of an affordable unit
sells the property in the market. The title company handling the sale then
notices that the County has a right to a share of the increased value of
the property, and notifies the County. The County then has any
improvements appraised. The original buyer receives income based on
the original purchase price and any improvements, and the County
“shares” the remainder, putting its income into housing development
funds. (The City and County of Honolulu has a shared appreciation rule,
administered by the Department of Budget and Fiscal Services.)

Incentives

While this report is concerned with regulatory strategies, alternative ways to grow and
maintain the affordable housing supply deserve note:

The “housing credits” discussed above provide an incentive for increasing
production of affordable units.

The County of Hawaii has instituted a “density bonus,” whereby projects for
which affordable housing is built can increase the number of units, and decrease
the size of lots, by 10% (Hawaii Code 11-8).

The County of Kauai has used housing funds to help first-time buyers qualify for
mortgages. A similar program is now being proposed for Maui.

The State of Hawaii has created incentives for affordable housing production
through legislation to “fast track” these projects. Under HRS 201G-118, HCDCH
can exempt an affordable housing project from statutes, ordinances and rules
related to planning, zoning, and subdivision, so long as the project is not
disapproved by the County Council and the Land Use Commission within a forty-
five day period after submission. Both quick processing and exemptions from
requirements can allow developers to produce units at less cost.
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The fast-track process is risky for all concerned. On Maui, the Puunoa project
has been submitted twice, and rejected twice by the Maui County Council. The
Council approved the Hale Mua project, but found the process very difficult, since
they had no way under 201G rules to change the project to respond to concerns
of neighbors.

1.3 HAWAII HOUSING MARKETS

1.3.1 Market Characteristics

Housing markets over a twenty-year period on Oahu, Maui, Hawaii, and Kauai are
discussed in later sections. ® This account points out key findings and trends in the data
that provide the context for regulations:

1. The housing market is cyclic. Prices can boom, encouraging new production and
sales, then stabilize or even fall. When they do so, production drops. Exhibit 1-B
shows the median annual price for home sales (combining condo and single
family sales in the database), the affordable price for a family of four with the
median County income, and new housing units built by year.

Exhibit 1-B: MEDIAN HOUSING PRICES AND VOLUME OF NEW HOUSING, HONOLULU
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2. At times, market prices are well within the reach of residents. Then, “affordable”
homes may sell for about the same price as market homes. However, the

° The analysis covers the period 1985 to 2004.While the data sets are very large, they are not
guaranteed to be exhaustive. They are used, much as Multiple Listings Service (MLS) records
are used, as large-sample indicators of a larger population. As a rule, the data should be close to,
but not necessarily equivalent to, MLS data. For Maui, Hawaii, and Kauai, the available records
for 2004 are clearly incomplete: some new units have not yet been entered into the database
used by SMS. Further infor