
ACT 104 

ACT 104 H.B. NO. 3560 

A Bill for an Act Relating to the Housing Finance and Development Corporation. 

Be It Enacted by the Legislature of the State of Hawaii: 

SECTION 1. Section 516-1, Hawaii Revised Statutes, is amended to read 
as follows: 

"§516-1 Definitions. Unless otherwise clear from the context, as used in 
this chapter: 

[(1) "Authority" means the Hawaii housing authority created by chapter 
356.] 

"Corporation" means the housing finance and development corporation 
created by chapter 201E. 

[(2)] "Development tract" means a single contiguous area of real property 
not less than five acres in size which has been developed and subdivided into 
residential lots, incIµding residential lots which may have been coverted 1 to fee 
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simple and streets and roadways developed as an integral part of the development
tract. Two or more pieces of real property shall be considered as a single contiguous
area if they would be contiguous except for the interposition or existence of a road,
street, stream, fee lot, or other like interference.

[(3)] “Fair market value” means that amount of money that a purchaser
willing, but not obliged, to buy an interest in land would pay an owner willing,
but not obliged, to sell it, taking into consideration all uses to which the land is
adapted or might in reason be applied.

[(4)1 “Fee simple owner” and “fee owner” mean the person who owns the
fee simple title to the land which is leased, including a life tenant with a remainder
over, vested or contingent, and a holder of a defeasible estate, and the holder’s
heirs, successors, legal representatives, and assigns.

[(5)] “Lease” means a conveyance of land or an interest in land, by a fee
simple owner as lessor, or by a lessee or sublessee as sublessor, to any person, in
consideration of a return of rent or other recompense, for a term, measured from
the initial date of the conveyance, twenty years or more (including any periods for
which the lease may be extended or renewed at the option of the lessee).

[(6)1 “Leased fee” and “leased fee interest” means all of the interests of
the fee owner, lessor, and all legal and equitable owners of the land which is leased,
other than the lessee’s interest as defined by this chapter.

[(7)] “Legal and equitable owners” means the fee simple owner and all
persons having legal or equitable interests in the fee or in the lessor’s leasehold
estate, including mortgagees, developers, lienors, and sublessors, and their re
spective heirs, successors, legal representatives, and assigns.

[(8)] “Lessee” means any person to whom land is leased or subleased, and
the lessee’s heirs, successors, legal representatives, and assigns.

[(9)] “Lessor” means any person who leases or subleases land to another,
and the lessor’s heirs, successors, legal representatives, and assigns.

[(10)1 The terms “lessor”, “lessee”, “fee simple owner”, ‘‘fee owner”,
and “legal and equitable owners” include individuals, both masculine and feminine,
and, except as to the term “lessee”, the terms also include corporations, firms,
associations, trusts, estates, and the State or its political subdivisions. When more
than one person are the lessors, lessees, fee simple owners, fee owners, or legal
and equitable owners of a lot, the terms apply to each of them, jointly and severally.

[(11)] “Lot”, ‘‘houselot”, ‘‘residential lot”, and “residential houselot’’
mean a parcel of land, two acres or less in size, which is used or occupied or is
developed, devoted, intended, or permitted to be used or occupied as a principal
place of residence for one or two families.

[(12)] “Offsite improvements” means all physical improvements such as,
but not limited to, roads, sewer lines, sewage treatment plants, gutters, curbs,
sidewalks, fire hydrants, street lights, land dedicated for public purposes and un
derground electric cables, constructed or placed in a subdivision off the lots intended
for occupancy, which improvements are to be used in common by occupants of all
lots adjoining such improvements or by the occupants of all lots fc~r whose benefit
the improvements have been constructed or placed.

[(13)] “Onsite improvements” means all physical improvements placed on
a residential lot intended for occupancy which improvements are for the benefits
of occupants of that lot, including, but not limited to, dwelling units, garages,
service buildings, stairs, walkways, driveways, walls, trees, shrubs, landscaping,
and pools.

[(14)] “Owner’s basis” means the value of the lessor’s leased fee interest
in the lot that would apply if such interests were normally traded on an open market.
The fair market value of the owner’s basis shall be established to provide the lessor
with just compensation for the lessor’s interests in the lot and shall take into
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consideration every interest and equity of the lessee in establishing that market
value. The value may be determined by either of the following methods, or any
other method which is normally used by qualified appraisers in establishing the fair
market value of a lessor’s leased fee interest in land:

[(A)] LU The sum of: (i) the future rental income stream for the lot for the
term of the lease discounted to present worth from the expiration date
of the lease; and (ii) the value of the lessor’s reversionary interest in
the lot discounted to present worth from the expiration date of the
lease. The discount rate shall be based on the maximum rate of return
for insured passbook demand saving account paid by the savings and
loan institutions in Hawaii plus three and three-fourths per cent; pro
vided, however, that the discount rate may be modified by mutual
agreement of the lessor, lessee, and the [authority] corporation; or

[(B)] ~) The current fair market value of the lot, valued as if it were a fee
simple lot and as if the fee title were unencumbered, and excluding
onsite improvements, established by a market data approach utilizing
comparable sales, less the following:
[(i)] ~) The value of the lease, including any rights therein, if any,

which accrues to the lessee;
[(ii)] ~) That percentage of the general enhancement of the neigh

borhood which has been paid for or contributed directly or in
directly by the lessee;

[(iii)] ~c) The current replacement cost of that portion of existing offsite
improvements, including overhead and profit at prevailing rates,
which were paid for or otherwise contributed~ directly or mdi
rectly. by the lessee;

[(iv)] ~]2) That percentage of the general enhancement of the devel
opment tract and the lot caused by the onsite improvements on
the lot paid for, or contributed, directly or indirectly, by the
lessee;

[(v)] {~ That amount, not otherwise deducted herein, allocated to the
lot, which was paid for or otherwise contributed, directly or
indirectly by the original lessee, computed at prevailing rates for
overhead and profit in developing the development tract estab
lished by existing practice in the community; and

[(vi)] ~ That amount for fees and costs which would ordinarily be
borne by lessor in transferring such interest to lessee, including,
but not limited to, attorneys’ or realtors’ commissions, other
costs of sale, and similar fee;

provided, however, that the values established by any one of the fore
going shall not be duplicated in any one of the other provisions.”

SECTION 2. Section 16 of Act 337, SLH 1987, is amended to read as
follows:

“Chapters 111, 516, and 519, Hawaii Revised Statutes, are amended by
substituting the words “housing finance and development corporation” wherever
the words “Hawaii housing authority” appear, and by substituting the word “cor
poration” wherever the word “authority” appears.”

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect upon its approval.
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(Approved May 24, 1988.) 

Note 

l. So in original.

166 




