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A. Introduction

This Housing Needs Assessment report has been prepared in compliance with a
condition of approval by the State Land Use Commission (LUC) incorporated as
part of its Decision and Order of September 26, 2003, reclassifying
approximately 336.984 acres of land from the Conservation District to the Urban
District at Honokohau, North Kona, Island of Hawaii, identified as Tax Map Key
No. (3) 7-4-8:; portion of 13 and 30. (See Exhibit A — Location Map)

Condition No. B of the Findings of Fact, Conclusion of Law, and Decision and
Order for Docket No. AG0-730 entitled Affordable Housing provides that:;

“The Petitioner shall submit a housing needs assessment and implemnentation plan to
the Commission and appropriate County housing agency for their review and
approval within six months of the issuance of this decision and order and comply with
the County of Hawa'l'i affordable housing policy. The housing needs assessment
shall be based on an analysis of the jobs generated by the Project, the projected
number of qualified households which may be entitled to housing assistance as
specified by the County of Hawal’i, the number and availability of affordable housing
units and rentals in the West Hawal'i area (both planned and built), the projected
number of employees from the development who might be expected to commute
from East Hawar,.the number of owner occupants (within the Petition Area) who
reside in the West Hawal'i area and the number of employees who might already
reside in.the West Hawai'i area.”

Subsequently, Change of Zone Ordinance No. 04 110, effective on October 12,
2004, amended the zoning district classification for 196.631 acres of the subject
property from Open (O) to Industrial-Commercial Mixed (MCX-20) and an
additional 85.733 acres to General Industrial (MG-1a). The rezoned area
encompasses a total of 282,354 acres, with 54.62 acres subject to a future
rezoning action (See Exhibit B — Zonhing Amendments)

Ordinance No. 04-110 included condition S which stipulates that;

“To ensure that the Goals and Policies of the Housing Element of the
General Plan are implemented, the applicant shall comply with the
requirements of Chapter 11, Article 1, Hawaii County Cods, relating to
Affordable Housing Policy.”

The foregoing conditions establish two requirements relating to affordable
housing:

1) The preparation of a housing needs assessment and

implementation plan; and,
2) Compliance with the County of Hawaii Affordable Housing Policy.



The housing needs assessment has been prepared to address the factors
specifically listed in the LUC condition and an implementation plan has been
prepared in response to the requirements of Chapter 11, Article 1, Hawaii County
Code, relating to Affordable Housing Policy.

B. County of Hawaii Affordable Housing Policy

The County of Hawaii's Affordable Housing Policy was amended in 2005 by
Ordinance No. 05 23 which became effective on February 9, 2005, and
Ordinance No. 05 111, effective as of July 13, 2005. Neither of these
amendmeants to the Affordable Housing Policy materially affected the parameters

for this housing needs assessment.

Two objectives of the Affordable Housing Policy relevant to the subject project
are:

* “Implement the goals and policies of the General Plan;”

v “Require large resort and industrial enterprises fo address related affordable
housing needs as a condition of rezoning approvals, based upon current
econornic and housing conditions.”

Section 11-4(d) of the County's Affordable Housing Policy specifies the
affordable housing requirements for industrial uses as follows:

“Requirements for industrial Uses. The industrial uses that must fulfilf the affordable
housing requirements are any uses ailowed as of right in an ML or MG district,
except for home improvement centers, and any uses that are also allowed as of right
in & CG district. Individual industrial enterprises generating more than 100

employees on a full-time equivalent basis must earn one affordable housing credit for

svery four full-time equivalent jobs created.”

The basis forthe County's Affordable Housing Policy as it pertains to industrial
projects is the Hawaii County General Plan. A specific policy of the General Plan
relative to affordable housing states, “Large industries which create a demand for
housing shall provide employee housing based upon a ratio to be determined by
an analysis of the locality’s needs.” The key phrase in this policy is “large
industries which create a demand for housing”. This policy is intended to
address the needs generated by primary industries, those that generate income
by producing goods and services that are purchased mainly by nonresident
individuals and businesses. Essentially, primary industries import capital to the
County by selling goods and-services to external parties. Examples of primary
economic sector industries include agricultural products produced for export,
technology industries, travel (tourist) industry, federal government (military and
civilian expenditures) and scientific research,

Secondary industries which produce goods and services that are purchased for
consumption predominantly by the primary industries and resident individuals.




Secondary industries are induced by ecanomic growth and the requirements of
primary income generators and are merely responding to the needs generated by
growth already occurring in the region Secondary economic industries include
the following sectors: retail, wholesale, finance, insurance, real estate, utilities,
communication, transportations, manufacturing (nonexport), construction,

service industries, state and local government.

The County's Affordable Housing Policy makes a clear distinction between

primary and secondary industries by exempting any uses allowed as of right in
the General Commercial (CG) District from-a requirement for affordable housing.
In this regard, note that thirty-~six (36) of the forty-eight (48) permitted uses listed
for the Industrial-Commercial Mixed Use (MCX) District (the zoning designation
that comprises 69.5% of the subject project) are allowed as of right in the CG
district. In addition, the intent of the General Plan is to only impose an affordable
housing reguirement on large industries is maintained by the County's Affordable
Housing Policy which limits application to individual industrial enterprises having
more than 100 employees.

As a point of reference, the attached Phasing Plan for the project illustrates the
intent to develop the highly desirable retail commercial areas aiong Honokohau
Street (Phase 1a), Kamanu Street (Phase 2) and Kanalani Street adjacent to the
Queen Kaahumanu Highway (Phase 3 and a portion of Phase 4) as a priority.
(See Exhibit C — Phasing Plan) The existing quarry operation located within the
MG zoned area is anticipated o continue for another 4 to 5 years. The MG
zoned area and other interior portions on the Business Park will be developed as
market conditions for light and heavy industrial space warrant.

C. Housing Needs Assessment
1. Jobs generated by the development

The development of the West Hawaii Business Park will ocour incrementally over
an approximate period of 16 to 20-years as the industrial-commercial and
industrial lots are sold and built-out. The initial phase of the West Hawaii
Business Park is expected to commence in 2007 and will consist of lots ranging
in size from % to 3+ acres within Phase 1a. Phase 1a (TMK: 7-4-8:30) is a
subdivided lot with access and utilities available directly from Honokehau Street.

A Market Study and Economic Impact Analysis was prepared by the Hallstrom
Group in May 2000 for the subject project. The study projected that upon
completion of the project there could be up to 3,895 permanent on- and off-site
jobs related to the businesses situated in the Business Park (adjusted for current
layout). This projection is based on 1 worker per 350 square feet of finished fioor
area in the MCX zoned area and 5 workers per acre in the MG zoned area. On
average employment opportunities could increase by approximately 200
jobsfyear.
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Ongoing guarry operations and related uses have existed on the site since 1967
and were previously approved by Conservation District Use Permit HA-66/6/12-
35. The quarry operations and related uses such as concrete pre-casting and
concrete batching operations will continue to be accommodated within the MG
zoned area, but the quarrying of rock is projected to be completed by mid-2010.
Existing and anticipated uses in the MG zoned area are secondary industries
responding to the growing needs of the region stretching from North Kohala to
South Kona.

The bulk of the West Hawalii Business Park zoned Industrial-Commercial Mixed
District (MCX-20) is anticipated to he utilized by retail commercial and/or service
related enterprises similar to those existing within the present industrial-
commercial mixed projects serving the North Kona region. No primary industries
having more than 100 employees are anticipated within the West Hawaii
Business Park. The project, in and of itself, is not anticipated to be a generator
of growth, but will respond to the needs of the growth that is already occurring in
the region. Therefore, the number of jobs generated by primary industries in the
proposed project is anticipated to be zero.

2. Projected number of qualified households which may be entitled to
housing assistance as specified by the County of Hawaii

Information on affordabie housing needs in West Hawaii was obtained primarily
from two sources: the Hawail Housing Policy Study, 2003 prepared for the
County of Hawaii by SMS Research and Marketing Services, Inc., August.28,
2003, and the Market Assessment for the Proposed Waikoloa Employee Housing
Project prepared for the County of Hawaii Office of Housing and Community
Development by Mikiko Corporation, April 30, 2004, Additional information was
also obtained from the Waikoloa Workforce Housing Survey Report prepared by
SMS for the County of Hawaii in August, 2008,

In 2004, Mikiko Corporation prepared a 15-year projection of households for the
County of Hawaii as part of its Waikoloa study, incorporating projections by
Claritas, Inc. and SMS. .Growth rates in households of between 2.0% to 2.5%
per year are projected. The study notes that West Hawaii generally and
Waikoloa in particular are poised to host much of this growth from an economic
standpoint and in terms of major planned developments.

The target group for affordable housing is the range from 50% to 140% of
median family income. The U.S. Housing and Urban Development guidelines
specify a 2004 median income of $51,000 for a family of four in the County of
Hawaii. Forthe housing target groups of 50% to 140% of the median family
income, 28,500 households (50% of all households) fall in this range. By 2017,
this number of target households is projected to increase to 38,900 households,
an increase of 10,400 from 2003. (See attached Exhibit 8-1 from the study by
Mikiko Corporation.)
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Hawalii's high housing costs on residents. The ratio also suggests something
about how well prospective homeowners may be prepared for new units. Many
owners (56%) have low ratios. They are realizing the American Dream, buying-in
at a low price, paying off smaller mortgages and accumulating appreciation while
achieving higher family incomes. Still, 12 percent of the owners have shelter-to-
fncome ratios above .33. Reniers have much higher shelter-to-income ratios.
Over 35 percent of them are paying more than a third of their incomes for sheilter,
and 28 percent pay more than 40 percent.”

The SMS Survey Report also provided information on other affordable housing
projects scheduled for completion within the next five years. The report states
that “Over‘the next five years at least 638 for-sale units may be available from
competing developments for less than $380,000. This total includes 108 units
from Sea Scape Condos, 300 units from Kaloko Heights and 177 units from
Wehilani at Waikoloa, along with other smaller housing developments. The
report further notes that the Depariment of Hawaiian Home Lands (DHHL) plans
to develop more than 600 affordable units from 2009 to 2011 in their Villages of

La'l'opua project.

Finally, the County of Hawaii's Waikoloa Workforce Housing project will produce
approximately 1,000 affordable units over the next eight years. Phase | is
scheduled for completion in 2008 with 200 units. Approximately half of the units
will be developed as affordable rentals, with the balance as affordable for sale

units.

4, Projected number of employees from the development who might be
expected to commute from East Hawaii

In.2001, a survey was conducted by Peter Young, former County Managing
Director, of North Kona and South Kohala resort workers to determine their area
of residence and hence commuting distances. The survey revealed that
approximately 60% of resort workers fived inthe North Kona-South Kohala area,
while the balance commuted from areas beyond this region. Approximately 20%
commuted from East Hawaii areas, including 13% from Hamakua, 2% from North
Hilo, and 5% from South Hilo. We believe that the commercial and service
industry related jobs generated by the West Hawaii Business Park will result in a
similar percentage of workers commuting from East Hawai.

The 2006 Waikoloa Workforce Housing Survey included data on employee

characteristics and found that, “Among all the workers, more than 88 percent are
employed on the same side of the island an which they live. That means that 12
percent of all employed persons are commuting from one side of the island 1o the
other. The number of those who travel to and from East Hawall and West Hawaii

is nearly the same.”




5, Number of owner occupants who reside in the West Hawaii area

The SMS Housing Policy Study provided occupancy data for single-family and
condominium housing units, Statewide, 64% of single-family units and 30% of
condominium units are ownet occupied. For the Island of Hawail, 56% of single-
family and 15% of condominium units are owner-occupied.

For all housing units in North Kona, 37% were owner-occupied (4,842 units of
13,132 units total). For single-family units, 52% were owner-occupied (4,157 of
8,049 units). For condominiums, 15% were owner-occupied (885 of 4,515 units).

6. Conclusions from the Housing Needs Assessment

There is a near-term need for approximately 2,000 affordable housing units in the
County of Hawaii. Of this total, there is an estimated need for approximately 800
affordable housing units in the West Hawaii regions of North and South Kona and
South Kohala. Several projects that are currently under construction or
scheduled to break ground shortly will address the need for affordable housing
units in North Kona and South Kohala over the next several years. These
projects include the Sea Scape Condos (108 units), Kaloko Heights (300 units)
and the Wehilani at Waikoloa Project (177 units) along with a number of other
smaller housing developments. The inventory of affordable housing units in
West Hawaii will also increase significantly over the next eight years with the
County’'s Waikoloa Workforce Housing Project, which will produce approximately
1,000 affordable units as well as the DHHL's Villages of Laiopua Project which
will produce approximately 600 units.

The population growth and household formation rates projected in the Market
Assessment Report prepared earlier for the County’s Affordable Housing Project
at Waikoloa reflects a demand for additional housing units regardless of whether
the West Hawaiii Business Park is built or not. No primary industries having more
than 100 employees are anticipated within the West Hawaii Business Park. As
such, the proposed project will not serve as a generator of growth, but is meeting
the commercial and service needs of the growth that is already occurring in the
region. The secondary industries will not constitute "large industries which create
2 demand for housing” as described in the General Plan policy relative to
affordable housing. Based on the foregoing, the West Hawaii Business Park is
not anticipated to generate the type of industrial activity that would trigger the
requirements of the County's Affordable Housing Policy.

Nevertheless, as a long-standing member of the Kona Community, West Hawali
Business Park and its affiliate, Lanihau Properties, LLC, understands the impacts
generated by the growth occurring within the North Kona District. Over the
years, the Greenwell family, the landowner of the property, has cooperated with
the County of Hawaii in providing land for essential public improvements
benefiting the North Kona community. The landowner recognizes that the




County Housing Agency is concerned about benefits to the community based
upon the rezoning of the West Hawaii Business Park property (like the adjacent
Kaloko Industrial Park). In this regard, however, it is important to recognize that
the community has in fact benefited from the landowner's paricipation in-the
development of the Hualalai Elderly Housing Projects (Phases |, Il and lil) which
is providing 96 very low income elderly rental units at a time when there was no
requirement to produce affordable housing. Phase | of the Hualalai Elderly
Housing Project was completed in 999, Phase Il in 2003 and Phase Il will be

completed shortly.

D. implementation Plan

The development of the West Hawaii Business Park will occur incrementally over
approximately a 20-year period as the commercial and industrial lots are sold
and built-out. The initial phase of the West Hawaii Business Park is expected to
commence in late 2007 and will cansist of lots ranging in size from % to 3+ acres
within a 9.9 acre parcel zoned MCX. The second phase of development will
follow the construction of the Kamanu Strest Extension, projected for late 2007
with completion in 2008. Development of future phases will be undertaken as
market conditions warrant. The specific businesses to be pursued on the lots will
be left up to the purchasers, and are limited only by the aliowable zoning and the
additional restrictions imposed by the LUC.

Although the West Hawaii Business Park is not anticipated to generate the type
of industrial activity that would trigger the requirements of the County's Affordable
Housing Policy, the landowner will voluntarily enter into an agreement with the
Office of Housing and Community Development to apply 32 affordable housing
credits, earned through its participation in the development of Phases | & Il of the
Hualalal Elderly Housing Project, in satisfaction of any affordable housing
requirement imposed under Chapter 11, Hawaii County Code, as amended, as it
relates fo (i) the landowner/developer of the West Hawaii Business Park and {ii)
the subsequent purchasers of the individual lots within the project.
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