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business applicant's proposed plan and the proposed
issuance of securities are fair, just, and equitable,
that the applicant intends to transact its business
fairly and honestly, and that the securities that the
applicant proposes to issue and the method to be used
by the applicant in issuing or disposing of the
securities will not, in the opinion of the
commissioner, work a fraud upon the purchaser thereof,
the commissioner shall issue to the applicant a permit
authorizing the applicant to issue and dispose of thé
securities in this State in the manner provided herein
and in such amounts and for such consideration as the
commissioner may provide in the permit. Othérwise,
the commissioner shall deny the application and refuse
the permit and notify the applicant of the decision in
writing, subject to appeal as provided in section
485A-609. In any permit issued under this paragraph,
the commissioner may require the deposit in escrow or
impoundment of any or all securities, the proceeds
from the sale thereof, approval of advertising

material, and any of the conditions as set forth in
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section 485A-304(f). The commissioner may act as
escrow holder for securities required to be deposited
in escrow by the commissioner's order or as a
necessary signatory on any account in which impounded
proceeds from the sale of escrowed securities are
deposited;
Any offer or sale by or through a real estate bfoker
or real estate salesperson licensed under the laws of
this State of [ar—apartment—or] a unit in a
condominium project, and a rental management contract
relating to the [apaxrtmenrt—exr] unit, including an
interest in a partnership formed for the purpose of
managing the rental of [apartmernts—exr] units if the
rental management contract or the interest in the
partnership is offered at the same time as the
[apartment—or] unit is offered.

For the purposes of this paragraph, the terms
[tapartmenti;-] "unit", "condominium", and "project®
shall have the meanings prescribed in section [534A—3

e¥] 514B-3; and

2017-2138 HB243 SD1 SMA.doc 62
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(26) Any transaction not involving a public offering within
the meaning of section 4(2) of the Securities Act of
1933 (15 U.S.C. 77d), but not including any
transaction specified in the rules and regulations
thereunder." |

SECTION 22. Section 501-20, Hawaii Revised Statutes, is
amended by amending the definition of "apartment lease" to read
as follows:

"v"Apartment lease" means [amr—apartment—er] a unit lease, a
condominium conveyaﬁce document, [amn—apartment—o¥xr] a unit deed
and ground lease, or other instrument which has been registered
pursuant to section 501-121 and which leases or subleases a
condominium [apartment—or] unit or its appurtenant undivided
interest in the land of a condominium project established or
existing under chapter [534A-—eox] 514B or at common law."

SECTION 23. Section 501-106, Hawaii Revised Statutes, is
amended by amending subsection (a) to read as follows:

"(a) No new certificate of title shall be entered, and no
memorandum shall be made upon any certificate of title by the

registrar or assistant registrar, except:

2017-2138 HB243 SD1l SMA.doc 63
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(1) In pursuance of any deed or other voluntary
instrument;

(2) Upon the recording of a certificate of merger that
merges two or more condominium projects as provided by
section [534A—39—e¥] 514B-46;

(3) Upon the recording of an amendment to a declaration of
condominium property regime which alters the
percentage interest of the respective apartment or
unit owners in the common elements;

(4) In cases expressly provided for in this chapter; or

" (5) Upon the order of the court, for cause shown."

SECTION 24. Section 501-232, Hawaii Revised Statutes, is
amended by amending subsection (b) to read as follows:

"(b) This section shall not apply to the following fees or
charges required by a deed restriction or other covenant running
with the land in connection with the transfer of real property:

(1) Any interest, charge, fee, or other amount payable by
a borrower to a lender pursuant to a loan secured by
real property, including any fee payable to the lender
for consenting to an assumption of the loan or

transfer of the real property, for providing an

2017-2138 HB243 SD1 SMA.doc 64
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estoppel letter or certificate, or for any shared
appreciation interest or profit participation or other
consideration payable to the lender in connection with
the loan;

Any fee, charge, assessment, or fine payable to [an
agsociation—of apartment owners asdefined in-—secetion
514A-—3+] an association as defined in section 514B-3,
a cooperative housing corporation as described in
section 421I-1, a limited-equity housing cooperative
as defined in section 421H-1, or a planned community
association as defined in section 607-14 and described
in chapter 421J,“pursuént to a declaration, covenant,
or law applicable to such association or corporation,
including a fee or charge to change the association or
corporation's records as to the owner of the real
property or to provide an estoppel letter or
certificate;

Any fee or charge payable to a lessor under a lease of
real property, including a fee or charge payable to
the lessor for consenting to an assignment of the

lease, for providing an estoppel letter or -

2017-2138 HB243 SD1 SMA.doc 65
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certificate, or to change the lessor's records as to

the holder of the lessee's interest in the lease;

Any consideration payable to the holder of an option

to purchase an interest in real property or the holder

of a right of first refusal or first offer to purchase
an interest in real property for waiving, releasing,
or not exercising the option or right upon transfer of
the real property to another person;

Any fee, charge, shared appreciation interest, profit

participation, or other consideration, payable by:

(A) A person engaged in the business of the
development of real property for resale to others
and not for the person;s own use or the use of
the person's parent, affiliates, subsidiaries, or
relatives;

(B) A person who acquires the real property for the
purpose of engaging in the business of the
development of real property for resale to others
or for the purpose of reselling the real property

to a person engaged in the business of the

2017-2138 HB243 SD1 SMA.doc 66
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development of real property for resale to
others; or
(C) A person who purchases real property initially
transferred at a price below the then prevailing
market value of the real property pursuant to an
affordable housing program established by the
seller; provided that such fee, charge, shared
appreciation interest, profit participation, or
other consideration becomes payable, if ever,
within ten years of the recording of the deed
restriction or other covenant running with the
land imposing the fee or charge on the real
property;
(6) Any fee or charge payable to a government entity;
(7) Any fee, charge, assessment, or other amount payable
pursuant to a‘deed restriction or other covenant

running with the land, regardless of when filed or

recorded, that was required by a litigation settlement

that was approved by a court of competent jurisdiction

before [+]June 22, 2010[}]; or

2017-2138 HB243 SD1 SMA.doc
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Any reasonable fee péyable to a qualified organization

for:

(A) The qualified organization's management,
stewardship, or enforcement of a qualified real
property interest in the real property, granted
exclusively for a conservation purpose; or

(B) Educating new owners of the real property on the
restrictions imposed by the qualified real
property interest granted exclusively for a
conservation purpose.

As used in this paragraph, "qualified real property

interest", "qualified organization", and "conservation

purpose" have the same meaning as in section

170(h) (2), (3), and (4), respectively, of the Internal

Revenue Code."

SECTION 25. Section 501-241, Hawail Revised Statutes, is

amended as follows:

1.

" (b)

By amending subsection (b) to read:

Without limiting the generality of subsection (a),

the following instruments need not be registered pursuant to

this chapter to be effective and shall be recorded in the bureau

2017-2138 HB243 SD1 SMA.doc 68
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of conveyances pursuant to chapter 502:

(1)

(4)

(6)

An assignment or other instrument transferring a
leasehold time share interest;

A mortgage or other instrument granting a lien on a
leasehold time share interest;

An agreement of sale for the sale of a leasehold time
share interest. Any such agreement of sale shall be
subject to section 502-85 and shall not be subject td
section 501-101.5;

A lien or notice of lien pertaining to a leasehold
time share interest in favor of a time share ownefs
association, an association [ef-ewners] under chapter
[534A—ex] 514B, or a similar homeowner's association;
A judgment, decree, order of court, attachment, writ,
or other process against a leasehold time share
interest;

A mechanic's or materialman's lien or other lien upon

a leasehold time share interest;

A lis pendens or notice of pendency of action, notice,

affidavit, demand, certificate, execution, copy of

execution, officer's return, or other instrument

2017-2138 HB243 SD1 SMA.doc
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relating to a leasehold time share interest and
otherwise required or permitted to be recorded or
registered in connection with the enforcement or
foreclosure of any lien, whether by way of power of
sale pursuant to chapter 667 or otherwise;

A power of attorney given by the owner of a leasehold
time share interest or the vendor or vendee under an
agreement of sale for the sale of a leasehold time
share interest, a mortgagee or other lienor having a
mortgage or lien upon a leasehold time share interest,
or another party holding a claim or encumbrance
against or an interest in a leasehold time share
interest; or

An instrument assigning, extending, continuing,
dissolving, discharging, releasing in whole or in
part, reducing, canceling, extinguishing, or otherwise
modifying or amending any of the foregoing

instruments."

By amending subsection (e) to read:

Notwithstanding subsections (a), (b), and (¢), the

following instruments shall be registered by recording)the

2017-2138 HB243 SD1 SMA.doc
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instrument with the assistant registrar and by a brief

memorandum thereof made by the assistant registrar upon the

certificate of title, and signed by the assistant registrar:

(1)

(2)

The apartment [er—unit] lease, and any amendments
thereto, and any cancellation or extinguishment
thereof;

Any deed or other instrument conveying the fee
interest in registered land and any other instrument
encumbering or otherwise dealing with the fee interest
in registered land including but not limited to a
mortgage of the fee interest, an assignment of the
lessor's interest in a lease, or the designation,
grant, conveyance, transfer, cancellation, relocation,
realignment, or amendment of any easement encumbering
the fee interest;

If the apartment [er—unit] lease is a sublease, any
assignment or other conveyance of the sublessor's
estate or any other leasehold estate which is superior
to the apartment [er—wurnit] lease, and any other
instrument mortgaging, encumbering, or otherwise

dealing with the sublessor's estate or any other

2017-2138 HB243 SD1 SMA.doc 71
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estate which is prior and superior to the leasehold

time share interest;

Any other instrument assigning, modifying, canceling,

or otherwise dealing with an interest in registered

land which is:

(A) Less than an estate in fee simple; and

(B) Prior or superior to the lessee's interest in a
leasehold time share interest;

The declaration of condominium property regime or

similar declaration by whatever name denominated, the

bylaws of the association [ef—ewners] under chapter

[534A—e¥] 514B, the condominium map, any declaration

of annexation or deannexation, any declaration of

merger and any instrument effecting a merger, and any

amendments to any of the foregoing and any

cancellation or extinguishment thereof;

Any declaration of covenantsg, conditions, and

restrictions, or similar instrument, by whatever name

denominated, encumbering the fee, the bylaws of any
homeowners association, any declaration of annexation

or deannexation, any amendments and supplements

2017-2138 HB243 SD1 SMA.doc
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thereto, and any cancellation or extinguishment
thereof;

(7) Any declaration of covenants, conditions,
restrictions, or similar instrument, by whatever name
denominated, establishing the time share plan, the
bylaws of the time share owners association, any
declaration of annexation or deannexation, any
amendments and supplements thereto, and any
cancellation or extinguishment thereof; and

(8) Any notice of time share plan, any declaration of
annexation or deannexation, any amendments thereto,
and any cancellation or extinguishmeﬁt thereof."

SECTION 26. Section 502-112, Hawaii Revised Statutes, is
amended by amending subsection (b) to read as follows:

"(b) This section shall not apply to the following fees or
charges required by a deed restriction or other covenant running
with the land in connection with the transfer of real property:

(1) Any interest, charge, fee, or other amount payable by
a borrower to a lender pursuant to a loan secured by
real property, including any fee payable to the lender

for consenting to an assumption of the loan or

2017-2138 HB243 SD1l SMA.doc 73

T



10

11

12

13

14

15

16

17

18

19

20

21

Page 74

(2)

(3)

N
w

4

H.B. NO.

nIT
OO

2
1

transfer of the real property, for providing an
estoppel letter or certificate, or for any shared
appreciation interest or profit participation or other
consideration payable to the lender in connection with
the loan;

Any fee, charge, assessment, or fine payable to [an
assoeiationof apartmentowners—as—defined—in-seetion
514A—23-] an association as defined in section 514B-3,
a cooperative housing corporation as described in
section 421I-1, a limited-equity housing cooperative
as defined in section 421H-1, or a planned community
association as defined in section 607-14 and described
in chapter 421J, pursuant to a declaration, covenant,
or law applicable to such association or corporation,
including a fee or charge to change the association or
corporation's records as to the owner of the real
property or to provide an estoppel letter or
certificate;

Any fee or charge payable to a lessor under a lease of
real property, including a fee or charge payable to

the lessor for consenting to an assignment of the

2017-2138 HB243 SD1 SMA.doc 74

LRV TR A TR



10

11

12

13

14

15

16

17

18

19

20

21

Page 75

(4)

(5)

H.B. NO. #so:

S.D. 1

lease, for providing an estoppel letter or

certificate, or to change the lessor's fecords as to

the holder of the lessee's interest in the lease;

Any consideration payable to the holder of an option

to purchase an interest in real property or the holder

of a right of first refusal or first offer to purchase
an interest in real property for waiving, releasing,
or not exercising the option or right upon transfer of
the real property to another person;

Any fee, charge, shared appreciation interest, profit

participation, or other consideration, paYable by:

(A) A person engaged in the business of the
development of real property for resale to others
and not for the person's own use or the use of
the person's parent, affiliates, subsidiaries, or
relatives;

(B) A person who acquires the real property £for the
purpose of engaging in the business of the
development of real property for resale to others
or for the purpose of reselling the real property

to a person engaged in the business of the

2017-2138 HB243 SD1 SMA.doc 75
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development of real property for resale to
others; or
(C) A person who purchases real property initially
transferred at a price below the then prevailing
market value of the real property pursuant to an
affordable housing program established by the
seller; provided that such fee, charge, shared
appreciation interest, profit participation, or
other consideration becomes payable, if ever,
within ten years of the recording of the deed
restriction or other covenant running with the
land imposing the fee or charge on the real
property;
(6) Any fee or charge payable to a gévernment entity;
(7) Any fee, charge, assessment, or other amouﬁt payable
pursuant to a deed restriction or other covenant
running with the land, regardless of when recorded or

filed, that was required by a litigation settlement

that was approved by a court of competent jurisdiction

before [|]June 22, 2010[}]; or

2017-2138 HB243 SD1 SMA.doc
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Any reasonable fee payable to a qualified organization

for:

(A) The qualified organization's management,
stewardship, or enforcement of a qualified real
property interest in the real property, granted
exclusively for a conservation purpose; or

(B) Educating new owners of the real property on the
restrictions imposed by the qualified real
property interest granted exclusively for a
conservation purpose.

As used in this paragraph, "qualified real property

interest", "qualified organization", and "conservation

purpose" have the same meaning as in section

170(h) (2), (3), and (4), respectively, of the Internal

Revenue Code."

SECTION 27. Section 502C-1, Hawaii Revised Statutes, is

1.

amended as follows:

By amending the definition of "common elements" or

"common area" to read:

"rCommon elements" or "common area'" means:

2017-2138 HB243 SD1 SMA.doc 77
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The same as "common elements" as defined in section
[5+4A—3—ex] 514B-3; and

Real property within a planned community that is owned
or leased by the association or is otherwise available
for the use of its members or designated as common

area in or pursuant to the declaration.”

By amending the definition of "declaration" to read:

"vDeclaration" means:

(1)

(2)

The instrument by which property is submitted to
chapter [534A—-o¥] 514B, as provided in [these

ehapters+] that chapter, and such declaration as from

time to time amended; and

Any recorded instrument, however denominated, that
imposes on an association maintenance or operational
responsibilities for the common area and creates the
authority in the association to impose on units, or on
the owners or occupants of the units, any mandatory
payment of money as a regular annual assessment or
otherwise in connection with the provisions,
maintenance, or services for the benefit of some or

all of the units, the owners, or occupants of the

2017-2138 HB243 SD1 SMA.doc 78
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units or the common areas, including any amendment or
supplement to the instrument.n"
3. By amending the definition of "townhouse" to read:
"nTownhouse" means a series of individual apartments or
units having architectural unity and common elements, with each
apartment or unit extending from ground to roof or from the
first or second floor to roof, and where apartments or units may
share a common wall or be freestanding structures, including
townhouse projects that are created pursuant to chaptersv[5%4AT]
514B[+] and 421J, as well as projects that are not created
pursuant to those chapters but are governed by an association;
provided that "townhouse" shall not include any apartments or
units located in a building of more than three stories."
SECTION 28. Section 514B-72, Hawaii Revised Statutes, is
amended as follows:
1. By amending subsection (a) to read:

"(a) Each project or association with more than five

units [—ineluding any projcet—or asseciation with more—than five
wnits—subjeet—tochapter 514A;-] shall pay to the department of

commerce and consumer affairs:

2017-2138 HB243 SD1 SMA.doc 79
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A condominium education trust fund fee within one year
after the recordation bf the purchase of the first
unit or within thirty days of the association's first
meeting, and thereafter, on or before June 30 of every
odd-numbered year, as prescribed by rules adopted
pursuant to chapter 91; and
Beginning with the July 1, 2015, biennium
registration, an additional annual condominium
education trust fund fee in an amount equal to the
product of $1.50 times the number of condominium units
included in the registered project or association to
be dedicated to supporting mediation of condominium
relatea disputes. The additional condominium
education trust fund fee shall total $3 per unit until
the commission adopts rules pursuant to chapter 91.

On June 30 of every odd-numbered year, any unexpended

- additional amounts paid into the condominium education

trust fund and initially dedicated to supporting
mediation of condominium related disputes, as required

by this paragraph, shall be used for educational

2017-2138 HB243 SD1 SMA.doc 80
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purposes as provided in séction 514B-71(a) (1), (2),

and (3).n"

2. By amending subsection (d) to read:

"(d) The department of commerce and consumer affairs shall
allocate the fees collected under this section[+—seetion—534A—
40—and—section—534A—95-3F] to the condominium education trust
fund established pursuant to section 514B-71. The fees
collected pursuant to this section shall be administratively and
fiscally managed together as one condominium education trust
fund established by section 514B-71."

SECTION 29. Section 514B-73, Hawaii Revised Statutes, is ‘
amended by amending subsections (a) through (c) to read as
follows:

"(a) The sums received by the commission for deposit in
the condominium education trust fund pursuant to [seetions—514A—
40—514A—-95-1—and] section 514B-72 shall be held by the
commission in trust for carrying out the purpose of the fund.

(b) The commission and the director of commerce and
consumer affairs may use moneys in the condominium education
trust fund collected pursuant to [seetions S5I4A46+—514A 951+

and] section 514B-72, and the rules of the commission to employ

2017-2138 HB243 SD1 SMA.doc 81

AR G



10

11

12

13

14

15

16

17

18

19

20

21

N
w

4

' H.B. NO.

nI
U0

.2
1

necessary personnel not sﬁbject to chapter 76 for additional
staff support, to provide office space, and to purchase
equipment, furniture, apd supplies required by thé commission to
carry out its responsibilities under this part.

(¢) The moneys in the condominium education trust fund
collected pursuant to [seetieons5I4A 40— S14A951—and] sgection
514B-72, and the rules of the commission may be invested and

reinvested together with the real estate education fund

established under section 467-19 in the same manner as are the

funds of the employees' retirement system of the State. The
interest and earnings from these investments shall be deposited
to the credit of the condominium education trust fund."

SECTION 30. Section 514B-154.5, Hawaii Revised Statutes,
is amended by amending subsection (g) to read as follows:

"(g) This section shall apply to all condominiums
organized under this chapter [534A—-ex534B]."

SECTION 31. Section 514C-6, Hawail Revised Statutes, is
amended by amending subsection (a) to read as follows:

"(a) The association [ef—ewners] under chapter [534A—oF]
514B[+] or cooperative housing corporation may purchase the

leased fee interest in the land; provided that at least sixty-

2017-2138 HB243 SD1 SMA.doc 82
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seven per cent of the condominium unit lessees or cooperative
unit lessees approve of the purchase. If the seller is also a
condominium unit lessee or cooperative unit lessee, the seller's
interest shall be disregarded in the computation to achieve the
sixty-seven per cent requirement. As used herein:

(1) Sixty-seven per cent of the condominium unit lessees
means the lessees of units to which sixty-seven ?er
cent of the common interests are appurtenant; and

(2) Sixty-seven per cent of the cooperative unit lessees
means shareholders having at least sixty-seven per
cent of the shares in the cooperative housing
corporation."

SECTION 32. Section 514C-22, Hawgii Revised Statutes, is

amended as follows:

1. By émending subsection (a) to read:

"(a) The association [ef—ewrers] under chapter [534AoF]
514B may purchase the lessor's interest in the condominium
project; provided that the declaration of condominium property
regime shall either contain or be amended to include a provision
authorizing the board of directors to effectuate such a

purchase. If the lessor is also a condominium unit lessee, the

2017-2138 HB243 SD1 SMA.doc
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lessor's lessee interest shall be disregarded in the computation
of the percentage of condominium unit lessees needed to achieve
the vote or written consent required to amend the declaration of
condominium property regime."

2. By amending subsection (f) to read:

"(f) For purposes of this section:

"Remaining lessees" means the lessees of condominium units
in a condominium project who have not purchased the leased fee
interest in their condominium units as ‘of the effective date of
the amendment referred to in subsection (d) (1).

"Condominium unit" has the same meaning as the term
[Lapartment!l-—ox] "unit" as defined in section [534A—3—ex] 514B-
3.

SECTION 33. Section 514E-1, Hawaii Revised Statutes, is
amended by amending the definition of "blanket lien" to read as
follows:

"wBlanket lien" means any mortgage, deed of trust, option
to purchase, master lease, vendor's lien or interest under a
contract or agreement of sale, or any other lien or encumbrance
that (1) affects more than one time share interest either

directly or by reason of affecting an entire time share unit or
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the property upon which the time share unit to be used by the

purchasers is located, and (ii) secures or evidences the

obligation to pay money or to sell or convey the property and

that authorizes, permits, or requires the foreclosure and sale

or other defeasance of the property affected; provided that for

the purpose of this chapter, the following shall not be

considered blanket liens:

(1)

(2)

(4)

(5)

The lien of current real property taxes;
Taxes and assessments levied by public authority and

that are not yet due and payable;

- A lien for common expenses under chapter [534A—-o¥]

514B or a lien on an individual time share unit for
similar expenses in favor of a homeowners or community
association;

An apartment lease or condominium conveyance document
conveying or demising a single condominium [apartment
o¥] unit or a lease of a single cooperative apartment;
and

Any lien for costs or trustee's fees charged by a
trustee holding title to time share units pursuant to

a trust created under section 514E-19; provided that
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the costs or trustee's fees are not yet due and
payable."
SECTION 34. Section 514E-29, Hawaili Revised Statutes, is
amended by amending subsection (d) to read as follows:
"(d) Notice of any delinquent lien created pursuant to

subsection (c) shall be recorded in the bureau of conveyances

and upon recordation shall be prior to all other liens, except:

(1) Liens for taxes and assessments lawfully imposed by
governmental authority against the time share

interest;

(2) All sums unpaid on any mortgage of record encumbering

the time share interest which was recorded prior to
the recordation of a notice of a lien by the
association; and

(3) For a time share interest subject to a condominium

property regime, the lien of the association [ef

ewners] under chapter [534A—ex] 514B, created pursuant

to section [534A—96—e¥] 514B-146."
SECTION 35. Section 516D-1, Hawaii Revised Statutes, is

amended to read as follows:

2017-2138 HB243 SD1 SMA.doc
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"§516D-1 Applicability. fhis chapter applies to all lands
on which are situated either residential condominium property
regimes created under chapter [534A—-e*¥] 514B, or cooperative
houging corporations, which are owned or held privately or by
the State or by the counties, except Hawaiian home lands subject
to article XII of the state constitution and lands owned or held
by the federal government."

SECTION 36. Section 521-3, Hawaii Revised Statutes, is
amended by amending subsection (d) to read as follows:

"(d) An association [ef-ewme¥rs] under chapter [S5i4A-o¥]
514B shall have standing to initiate and prosecute a summary
proceeding for possession against a tenant residing in the
condominium project who repeatedly violates‘the association's
governing documents or the rights of other occupants to quiet
enjoyment and whose landlord refuses to act; provided that in
such cases, the landlord shall be named as an additional party
defendant."

SECTION 37. Section 521-38, Hawaii Revised Statutes, is
amended to read as follows:

"§521-38 Tenants subject to rental agreement:; notige of

conversions. When a period of tenancy is pursuant to any rental
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agreement and where a landlord contemplates conversion to a
condominium property regime under chapter [534A—ex] 514B, the
landlord shall provide notice to the tenant at least one hundred
twenty days in advance of the terﬁination of the rental
agreement."”

SECTION 38. Section 521-52, Hawaii Revised Statutes, is
amended by amending subsection (d) to read as follows:

"(d) If the dwelling unit is [ar—apartment—e¥] a unit in a
condominium [preperty—regime], the tenant shall comply with the
bylaws of the association [ef—ewners] under chapter [534A—o¥]
514B, and if the dwelling unit is an apartment in a cooperative
housing corporation, the tenant shall comply with the bylaws of
the corporation."

SECTION 39. Section 521-71, Hawaii Revised Statutes, is
amended by amending subsection (c¢) to read as follows:

"(c) Before a landlord terminates a month-to-month tenancy
where the landlord contemplates voluntary demolition of the
dwelling units, conversion to a condominium property regime
under chapter [534A—e¥] 514B, or changing the use of the
building to transient wvacation rentals, the landlord shall

provide notice to the tenant at least one hundred twenty days in
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advance of the anticipated demolition or anticipated
termination. If notice is revoked or amended and reissued, the
notice period shall begin from the date it was reissued or
amended. Any notice provided, revoked, or amended and reissued
shall be in writing. When the landlord provides notification of
termination pursuant to this subsection, the tenant may vacate
at any time within the one-hundred-twenty-day period between the
notification and the termination date, but the tenant shall
notify the landlord of the date the tenant will vacate the
dwelling unit and shall pay a prorated rent for that period of
occupation.™"

SECTION 40. Section 634-21.5, Hawaili Revised Statutes, is
amended as follows:

1. By amending subsection (a) to read:

"(a) Each board of directors of an association [ef
apartment-—owners] governed by chapter [534A—eorx] 514B,
cooperative housing corporation governed by chapter 421I, and
planned community association governed by chapter 421J shall
establish, if entry to the property is inaccessible to the
general public, a policy to provide reasonable access as

specified in subsection (b) to the building or community to
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- persons authorized to serve civil process for the purpose of

serving any summons, subpoena, notice, or order on a person who
is identified by the document being served as residing or
present in the condominium, cooperative housing project, or
planned community."

2. By amending subsection (¢) to read:

"(c) An association [ef-apartment—ownerg] governed by
chapter [534A—e¥] 514B, a cooperative housing corporation
governed by chapter 421I, or a planned community association
governed bf chapter 421J shall not be liable to:

(1) Any person if, after access is allowed to the building
or community in accordance with this chapter, service
of civil process is not actually effected for whatever
reason; and

(2) A person upon whom service of process is actually
effected in accordance with this chapter.™"

SECTION 41. Section 667-19, Hawail Revised Statutes, is

amended to read as follows:

"[£]1§667-19[}] Association foreclosures; cure of default;

payment plan. If a foreclosure by action is initiated by an

-2138 HB243 SD1 SMA.doc
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association pursuant to section 421J-10.5([+—534A-96+] or 514B-

146:

(1)

(2)

(3)

At the time of the commencement of the foreclosure by
action, the association shall serve the unit owner
with written contact information for approved housing
counselors and approved budget and credit counselors;
A unit owner may cure the default within sixty days
after service of the association's complaint for
foreclosure by action by paying the association the
full amount of the default, including the foreclosing
association's attorneys' fees and costs, and all other
fees and costs related to the default, along with any
additional amounts estimated to be incurred by the
foreclosing association;

A unit owner may submit a payment plan within thirty
days after service of the association's complaint for
foreclosure by action. The unit owner shall submit
the payment plan to the association or its attorney by
certified mail return receipt requested or by hand
delivery. The association shall not reject a

reasonable payment plan. A unit owner's failure to
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strictly perform any agreed-upon payment plan shall

entitle the association to pursue its remedies without

further delay. For purposes of this paraéraph,

"reasonable payment plan" means a plan that provides

for:

(A) Timely payment of all assessments that become due
after the date that the payment plan is proposed;
and

(B) Additional monthly payments of an amount
sufficient to cure the default, within a
reasonable period under the circumstances as
determined by the board of directors in its
discretion; provided that a period of up to
twelve months shall be deemed reasocnable; and
provided further that the board of directors
shall have the discretion to agree to a payment
plan in excess of twelve months;

(4) From and after the date that the unit owner gives
written notice to the association of the unit owner's

intent to cure the default pursuant to paragraph (2)

or timely submits a payment plan pursuant to paragraph
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(3), any foreclosure by action shall be stayed during
the sixty-day period to cure the default or during the
term of the payment plan or a longer period that is
agreed upon by the parties;

If the default is cured pursuant to paragraph (2), the
association shall dismiss the foreclosure by action.
If the parties have agreed on a payment plan pursuant
to paragraph (3), the association shall stay the
foreclosure by action. Within fourteen days of the
date of the cure or an agreement on a payment plan,
the association shall notify any person who was served
as a resqlt of the foreclosure by action that the
action has been dismissed or stayed, as the case may
be. TIf a notice of pendency of action for the
foreclosure by action was recorded, a release of the
notice of pendency of action shall be recorded if the
action is dismissed; and

If the default is not cured pursuant to paragraph (2),
or the parties have not agreed on a payment plan

pursuant to paragraph (3), the association may

93
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continue to foreclose the association's lien under
foreclosure by action.”

SECTION 42. Section 667-53, Hawailii Revised Statutes, is
amended by amending subéection‘(b) to read as follows:

"(b) This section shall not apply to foreclosures of
association liens that arise under a declaration filed pursuant
to chapter 421J[+—534A;] or 514B."

SECTION 43. Section 667-71, Hawaii Revised Statutes, is
amended by amending subsection (b) to read as follows:

"(b) This part shall not apply to actions by an
association to foreclose on a lien for amounts owed to the
association that arise under a declaration filed pursuant to
chapter 421J[+534A7] or 514B, or to a mortgagor'who has
previously participated in dispute resolution under this part
for the same property on the same mortgage loan."

SECTION 44. Section 672E-4, Hawaii Revised Statutes, is
amended by amending subsection (c¢) to read as follows:

"(c) Within thirty days following any proposal for
inspection under subsection (b) (2), the claimant shall provide
access to:

(1) TInspect the premises;
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(2) Document any alleged construction defects; and
(3) Perform any testing required to evaluate the nature,

extent, and cause of the asserted construction defect,

and the nature and extent of any repair or replacement

that may be necessary to remedy the asserted

construction defect;
provided that if the claimant is an association [eé—ewaefs]
under chapter [534A-—eo¥] 514B, the claimant‘shall havé forty-£five
days to provide such access. If access to an individual
condominium [apartmert—eox] unit 1s necessary, and the
association is unable to obtain such access, then the
agssociation shall have a reasonable time to provide access. If
destructive testing is required, the contractor shall give
advance notice of tests and return the premises to its pre-
testing condition. If inspection or testing reveals a condition
that requires additional testing to fully and completely
evaluate the nature, cause, and extent of the construction
defect, the contractor shall provide notice to the claimant of
the need for additional testing. The claimant shall provide
additional access to the premises. If a claim is asserted on

behalf of owners of multiple dwellings, or multiple owners of
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units within a multi-family complex, the contractor shall be
entitled to inspect each of the dwellings or units."
PART V

SECTION 45. (a) A developer of a condominium project that
was created before July 1, 2006, but has not been brought to
market for sale shall have until January 1, 2019, to register
the developer's project with the real esﬁate commission and
bring the project to market.

. (b) The developer of a project registered pursuant to
chapter 514A,‘Hawaii Revised Statutes, shall have until January
1, 2019, to submit the application, documentation, and fees
required under sections 514B-52 and 514B-54, Hawaii Revised
Statutes. Upon the issuance of an effective date for the
project's public report pursuant to chapter 514B, Hawaii Revised
Statutes, the project's registration under chapter 514A, Hawaii
Revised Statutes, shall terminate, the developer shall provide
copies of the new public report to all existing purchasers, and
the rights and obligations of the developer and all purchasers
shall thereafter be governed by chapter 514B, Hawaii Revised
Statutes; provided that unless the new public report reflects a

material change to the project:
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(1) The issuance of the new public report shall not affect
the enforceability of any purchase contract that
previously became binding upon the purchaser;

(2) A purchaser shall have no right to rescind the
purchase contract; and

(3) A developer shall not be required to deliver a notice
of thirty-day right of cancellation as specified in
section 514B-86, Hawail Revised Statutes.

PART VI

SECTION 46. Statutory material to be repealed is bracketed

and stricken. New statutory material is underscored.

SECTION 47. This Act shall take effect on January 1, 2019.
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Report Title:
Condominiums; Condominium Property Regimes; Repeal

Description:

Repeals chapter 514A, Hawaii Revised Statutes, relating to
condominium property regimes, and ensures that all condominiums
in the State are governed under chapter 514B, Hawaii Revised
Statutes, relating to condominiums. Effective January 1, 2019.
(SD1)
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