
Shall the Authority Approve a Request for the 1025 Waimanu Street 
Parcel (Artspace) to be Encumbered as Affordable Housing in Perpetuity? 

 
Staff Report 
June 24, 2015 

 
 
Background:  The Authority approved a Development Permit for the Ola Ka ‘Ilima 
Artspace Lofts project (“Project”) on January 15, 2015 (Exhibit A).  On November 25, 2014, 
the Authority also approved ground lease terms and authorized the Executive Director to 
enter into a ground lease for the land parcel owned by the Hawaii Community Development 
Authority (“HCDA”) at 1025 Waimanu Street (Lot 40, Tax Map Key:  2-3-003:  040) for 
construction of the Project (Exhibit B). 

The Project proposes to provide 84 rental units affordable to households earning between 
30% and 60% of the Area Median Income (AMI) for 65 years, and with a preference for 
residents participating in the arts. 

EAH Housing, a non-profit corporation will manage the Project.  Some of the ground-floor 
commercial space is reserved for the PA‘I Foundation and will serve as a classroom space for 
traditional Hawaiian practices. 

Discussion:  Ola Ka ‘Ilima Lofts, Limited Liability Limited Partnership (“LLLP”) is the 
entity that will develop the Project.  At the time of approval of a Development Permit, the 
Project was estimated to cost approximately $39 million.  Artspace Projects, Inc. (Artspace) 
is assembling a financing stack of grants, low-income housing tax credits, and loans for 
construction of the Project.  Through a letter dated June 15, 2015, (Exhibit C) the LLLP is 
informing the Authority that the City and County of Honolulu (“City”) has appropriated 
$7,202,000.00 from the City’s Affordable Housing Fund (“Fund”) for development, 
construction and maintenance of the Project.  However, in order to access the monies from 
the Fund, the LLLP must demonstrate to the City that the Project will be used for affordable 
housing in perpetuity.  The LLLP is requesting that the HCDA place a covenant on Lot 40 as 
an affordable housing development lot in perpetuity. 

Currently by statute, the HCDA can only offer a 65-year lease.  However, it appears that 
there is no restriction on placing covenants or encumbrances on fee simple property owned 
by the HCDA.  The request from LLLP indicates that at any time if the HCDA or the LLLP 
defaults on the perpetuity commitment, or wishes to discharge the commitment, all monies 
from the Fund that were provided for the Project must be returned to the City.  Staff believes 
that the HCDA should not agree to potential future financial commitment.  If the City is 
willing to waive the financial commitment for the HCDA or if the LLLP is willing to provide 
a financial guarantee to the HCDA in the amount of the total Fund, the HCDA should 
consider encumbering the property as affordable housing development lot in perpetuity. 



-2- 

Recommendation:  Staff recommends that the Authority approve the request for the 1025 
Waimanu Street Parcel (Artspace) to be encumbered as affordable housing in perpetuity 
provided that the City does not impose financial commitment on the HCDA or if the LLLP is 
willing to provide a financial guarantee to the HCDA in the amount of the total Fund. 

 
Attachments: Exhibit A – Findings of Fact, Conclusion of Law, Decision and Order 
 Exhibit B – Approved Ground Lease Terms 
 Exhibit C – Letter from Carlsmith Ball LLP, dated June 15, 2015 



Exhibit A





























































































Shall the Authority Authorize the Executive Director to Enter into a Lease 
Agreement for a Sixty-Five (65) Year Term with Ola Ka Ilima Lofts, LLLP 

for the Development of a Mixed-Use Affordable Rental Project at 1025 
Waimanu Street Further Identified as TMK (1) 2-3-003:040, in Accordance 
with the Terms and Conditions Recommended by the Hawaii Community 

Development Authority Staff? 

Staff Report 
November 25, 2014 

Background:  In April 2009, the Authority 
authorized the purchase of a 30,000 s.f. parcel within 
the Kakaako Community Development District 
located at 1025 Waimanu Street which is popularly 
named “Lot 40.”  In November 2011, the Authority 
approved entering into an Exclusive Negotiations 
Agreement with Artspace Projects, Inc., a non-profit 
organization whose mission is to create foster, and 
preserve affordable housing and community space 
for artists and arts organizations, to allow the entity 
time to conduct its due diligence and obtain financing for the development of a mixed-use 
affordable housing project on Lot 40.  This Fall, the Hawaii Housing Finance and 
Development Corporation (“HHFDC”) awarded Ola Ka Ilima Lofts, LLLP (“Ola Ka Ilima”), 
Low-Income Housing Tax Credits and a Rental Housing Trust Fund Loan to develop the 
project.  Furthermore, on October 28, 2014, the HHFDC issued a Finding of No Significant 
Impact for the project which was published on November 8, 2014 by the Office of 
Environmental Quality Control, thereby completing its HRS Chapter 343 Environmental 
Review process. 

Proposed Course of Action:  Ola Ka Ilima seeks to enter into a long-term lease with the 
HCDA for Lot 40.  Its proposed development will include 84 affordable rental units, a 

community center, art studio rental space, commercial 
space and parking.  Attached hereto as Exhibit A is a 
Project Fact Sheet.  HCDA Staff and Ola Ka Ilima 
have negotiated the following lease terms and are 
seeking the Authority’s approval of such terms:   

Lessee: Ola Ka Ilima Lofts, LLLP, a Hawaii 
Limited Liability Limited Partnership 

 Lot 40 ‐ 1025 Waimanu Street

     Rendering of the Proposed Development

Exhibit B
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Premises: 30,000 s.f. parcel located at 1025 Waimanu Street further 
identified as TMK No. (1) 2-3-003:040 

Term: Sixty-Five (65) years 

Base Rent: $1 Per Year 

Additional Rent: Residential – Lessee will pay 75% of the project’s residual 
income from its residential component to the Rental Housing 
Trust Fund; Lessee will deposit the remaining 25% of the 
residual income in the project’s residual receipts account; 
Should the Lessee decide to make a cash distribution from 
such account for anything other than a bona fide project 
expense, Lessee will pay the HCDA 50% of the distribution 

Commercial – Lessee will pay the HCDA 50% of the 
projects residual income from its commercial component 

Rental Payments: Paid annually with the submittal of the audited financial 
statements 

Lease Provisions: Standard mortgagee protection provisions which will allow 
the lender to step in and correct any tenant defaults under the 
lease 

Recommendation:  Staff recommends that the Authority authorize the Executive Director to 
enter into a lease agreement for a sixty-five (65) year term with Ola Ka Ilima Lofts, LLLP for 
the development of a mixed-use affordable rental project at 1025 Waimanu Street further 
identified as TMK (1) 2-3-003:040, in accordance with the terms and conditions recommended 
by the HCDA Staff.   

Exhibit A – Project Fact Sheet 



 
 

Ola Ka `Ilima Artspace Lofts 
 

Address: 1025 Waimanu Street  
Honolulu, Hawaii 

 TMK:    (1) 2-3-003: 040 
 
 
Developer:   Artspace Projects, Inc. 
    Hui Kauhale, Inc. 
 
Type:    Mixed Use Affordable Rental Housing Project 
 
Unit Types:  50 1-bedroom units 
 30 2-bedroom units 
 4  3-bedroom units 
No. of Units:   84  Total Units, inclusive of manager’s unit 
 
    Parking: Approximately 94 Parking Stalls 
    Commercial Space: 2 Units at 1,831 s.f. and 4,000 s.f. 
    Community Room: 1 Unit at 1,275 s.f. 
 
Target Market:   5 units at 30% AMGI 

37 units at 50% AMGI  
 41 units at 60% AMGI 
   1 resident manager unit 

84  Total Units 
 

 
Sources of Funds 

  
 

Residential First Mortgage 
 

$4,400,000 

 
Commercial First Mortgage 

 
$1,000,000 

 
Unsecured City Housing Funds 

 
$1,900,000 

 
Secured City Housing Funds 

 
$1,100,000 

 
State RHTF 

 
$4,500,000 

 
Federal Home Loan Bank AHP 

 
$948,000 

 
State GIA 

 
$1,850,000 

 
Other State/Federal Public Funds 

 
$1,500,000 

 
Private Sector Capital Campaign 

 
$4,100,000 

 
General Partner Capital (Reinvested Fee) 

 
$0 

 
Deferred Developer Fee 

 
$32,554 

 
LP Equity - State LIHTC 

 
$3,562,144 

 
LP Equity - LIHTC 

 
$13,536,146 

Total Sources of Funds   $38,428,844 



 

 
3. Decision Making:  Shall the Authority Authorize the Executive Director to Consent to the 

Communications Site License Between the Children’s Discovery Center and Verizon 
Wireless? 

 
Mr. Ching explained that Children’s Discovery Center (CDC), as a tenant of the  
Authority, consent must be obtained from the Authority prior to entering into any 
agreement binding the use of facility at the CDC.  He explained the details. 
 
Member Tamamoto asked if a tower would be constructed. 
 
Mr. Ching replied CDC would place a dish on the roof top or on the property although  
plans had yet to be finalized. 
 
A motion was made by Member Grune and seconded by Member Mitsunaga. 
 
A roll call vote was conducted. 
 
Ayes:  Members Grune, Mitsunaga, Kamimura, Seki, Salaveria, Tamamoto and Lee. 
 
Nays:  None. 
 
The motion passed 7 to 0 with 2 excused (1 absent, 1 vacant position). 

 
4. Decision Making:  Shall the Authority Authorize the Executive Director to Enter into a 

Lease Agreement for a Sixty-Five (65) Year Term with Ola Ka Ilima Lofts, LLLP for the 
Development of a Mixed-Use Affordable Rental Project at 1025 Waimanu Street Further 
Identified as TMK (1) 2-3-003:040, in Accordance with the Terms and Conditions 
Recommended by the Hawaii Community Development Authority Staff? 

 
 Mr. Ching explained that in November 2011, the Authority approved entering into an 

Exclusive Negotiations Agreement with Artspace Projects, Inc., a non-profit organization 
whose mission is to create foster, and preserve affordable housing and community space 
for artists and arts organizations, to allow the entity time to conduct its due diligence and 
obtain financing for the development of a mixed-use affordable housing project on Lot 
40.  This Fall, the Hawaii Housing Finance and Development Corporation (“HHFDC”) 
awarded Ola Ka Ilima Lofts, LLLP (“Ola Ka Ilima”), Low-Income Housing Tax Credits 
and a Rental Housing Trust Fund Loan to develop the project.  Furthermore, on October 
28, 2014, the HHFDC issued a Finding of No Significant Impact for the project which 
was published on November 8, 2014 by the Office of Environmental Quality Control, 
thereby completing its HRS Chapter 343 Environmental Review process.  

 
 Chairperson Lee asked how many years has this project been in the making.  He also 

thanked Artspace for their perseverance and the Authority for their support in this 
affordable housing project. 

 



 

 Mr. Ching stated 3 years. 
 
 Public Testimony 

- Cathryn Vanderbrink (VP, Artspace) expressed her appreciation for the support of 
HCDA and staff. 

 
Member Tamamoto asked about Artspace’s commitment to this project’s targeted market 
and would there be annual income verification. 
 
Ms. Vanderbrink stated that they are committed to this market via their funding with the 
Hawaii Housing Finance and Development Corporation which will be enforced for a 
period of 40 years.  She replied that there would be annual income verification. 
 
Chairperson Lee congratulated Artspace and wished them success.  He expressed he 
hopes that the community would see the benefits of this type of project. 

 
 A motion was made by Member Tamamoto and seconded by Member Salaveria. 

 
A roll call vote was conducted. 
 
Ayes:  Members Tamamoto, Salaveria, Grune, Kamimura, Mitsunaga, Seki and Lee. 
 
Nays:  None. 
 
The motion passed 7 to 0 with 2 excused (1 absent, 1 vacant position). 

 
5. Decision Making:  Shall the Authority Authorize the Acceptance of a Gift from Unity 

House in the Amount of $100,000 For Park Maintenance, Pursuant to HRS §206E-4 (16), 
Which Authorizes the Authority to Accept a Gift or Grant From Any Public Agency or 
Source? 

  
 Mr. Ching stated that HCDA received an unsolicited $100,000 donation for the 

maintenance and beautification of Kolowalu Parks in the Kakaako Community 
Development District from Unity House (Jim Boersema).  He explained currently HCDA 
pays approximately $1 million for regular park maintenance, landscaping, janitorial 
services, and utilities like irrigation and electrical services for all HCDA-owned parks in 
the Kakaako Community Development District.  A cash gift of $100,000 could help 
offset that cost. 

 
 Member Tamamoto asked if the donation could be used for any park sponsored activities. 

  
 Mr. Ching replied that he believed that the moneys were intended for landscaping and 

maintenance. 
 
 A motion was made by Member Salaveria and seconded by Member Grune. 
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