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SUMMARY 

Chapter 16 of Title 6, Hawaii Administrative Rules, entitled "Special 
Purpose Revenue Bonds for Early Childhood Education and Care Facilities" is 
adopted. 
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SUBCHAPTER 1 

GENERAL PROVISIONS 

§6-16-1 Purpose. This chapter is adopted pursuant to chapter 91, HRS, 
and implements part VII of chapter 39A, HRS, providing for the issuance of 
special purpose revenue bonds to assist not-for-profit corporations that provide 
early childhood education and care facilities serving the general public. The 
objectives of this chapter are: 

(1) To offset the growth of the cost of providing early childhood 
education and care to the people of the State of Hawaii; 
To assist in the development and maintenance of early childhood 
education and care facilities by providing the proceeds of special 
purpose revenue bonds to not-for-profit corporations for the 
purpose of providing early childhood education and care 
facilities, or for refinancing debt incurred to provide early 
childhood education and care facilities; and 

(3) To provide a means for the not-for-profit corporations so assisted 
to provide early childhood care and education to the general 
public at the lowest practicable cost. [Eff ,U>R 2flS ]

1(Auth: HRS §26-38) (Imp: HRS Chapter 39Ar l 

§6-16-2 Definitions. For the purpose of this chapter: 
"Bonds" means the special purpose revenue bonds or special purpose 

revenue bond anticipation notes issued pursuant to part VII, chapter 39A, IIRS. 
"Loan" means the loan of the proceeds of bonds to a project party for the 

purposes authorized by part VII, chapter 39A, HRS. 
"Project" means a facility eligible under part VII, chapter 39A, HR~, to 

be financed or refinanced with the loan of the special purpose revenue bond 
proceeds and includes any property used primarily for the care and instruction 
of children from birth to age five; provided that it shall not include any property 
to be used primarily for sectarian instruction or study, or as a place for 
devotional activities or religious worship, or any property used primarily in 
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§6-16-7 

connection with any part of a program of a school or department of divinity of 
any religious denomination. 
[Eff APR 1 1 2lni l (Auth: HRS ~26-38) (Imp: HRS Chapter 
39A) 

§§6-16-3 to 6-16-5 (Reserved) 

SUBCHAPTER 2 

APPLICATION PROCESS 

§6-16-6 Letter of intent. An applicant shall submit a letter of intent for 
a project agreement to the director of finance. The letter shall contain, at a 
minimum, the following information: 

(1) The approximate principal amount of the special purpose 
revenue bonds, not including bond issuance costs. This amount 
represents the net proceeds of the bonds required for the 
financing of the cost of the facility. 

(2) A general description of the early childhood education and care 
facility to be financed, including the types of services to be 
provided and the number of children to be served. 

(3) The proposed security for the bond repayment. 
(4) If the facility involves new· construction, the estimated timetable 

for its construction and availability for use. 
(5) The proposed timetah]e for the issuance of bonds. 

[Eff APR 1 1 311 ] (Auth: HRS §26-38) (Imp: 
HRS §39A-222) 

§6-16-7 Determination of eligibility. (a) The department shall review 
the letter of intent and related documentation submitted by an applicant and shall 
determine whether the applicant is a "project party" as defined in section 39A-
221, HRS and the project described in the application is a "project tt as the term 
is defined in section 6-16-2. 

(b) Within ten business days of receipt of a letter of intent, the 
department shall send the applicant a written acknowledgement of the receipt of 
the letter of intent and shall inform the applicant preliminarily, whether, based 
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§6-16-7 

on the information provided, the applicant is an eligible project party and the 
proposed early childhood education and care facility is a project eligible for 
financing. [Eff ] (Auth: HRS §26-38) (Imp: HRS 
§39A-224) APR 1 1 2005 

§6-16-8 Application; application fee. (a) Upon receipt of the 
acknowledgement from the department containing the determination that the 
applicant is an eligible project party and that the early childhood education and 
care facility is an eligible project, the project party may submit au applicaliou 
for assistance on the application form as prescribed by the director. 

(b) Any application submitted by a project party must be accompanied by 
an application fee of $1,000, payable by certified or cashier's check made 
payable to the department. The application fee shall be applied against the 
amounts owing under the fee agreement. [Eff APR 1 1 2005 ] 
(Auth: HRS §26-38) (Imp: HRS §39A-224) 

§6-16-9 Fee agreement. An executed copy of a fee agreement in the 
form prescribed by the director shall be submitted with the application. The fee 
agreement shall obligate the project party to reimburse the department and the 
State for any and all costs and expenses incurred in: 

(1) The processing and reviewing of the project party's application 
for assistance under part VII, chapter 39A, HRS, whether or not 
the spedal purpose revenues bum.ls are ultimately issued to 
finance the project; and 

(2) The issuance of bonds to finance a loan to the project party. 
[Eff APR 1 1 2005 ] (Auth: HRS §26-38) (Imp: 
HRS §39A-224) 

§§6-16-10 to 6-16-12 (Reserved) 

SUBCHAPTER 3 

REVIEW PROCESS 

§6-16-13 Determination ofresponsibility. The department shall 
determine whether a project party is a responsible party. The determination shall 
be made on a case-by-case basis. The following elements shall be considered in 
making the determination: 
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§6-16-15 

(1) The experience ot" the project party in providing early childhood 
care and education to the general public and in providing the type 
of service represented by the project; 

(2) The financial condition of the project party and the ability of the 
project party to make the payments that would be required by the 
project agreement from revenues derived from the project or 
otherwise; 

(3) The security proposed for the loan including, if any, the real or 
personal property, or both, to be pledged, mortgaged, or leased, 
and the presence of a guaranty of a third party, including a 
controlling party of the project party; 

(4) If determined necessary or desirable by the department, a 
financial feasibility study prepared by an independent party 
approved by the department, or other projection of the future 
ability of the project party to repay the loan; 

(5) The project party's credit reputation including, if the project has 
been previously financed, the project party's experience with 
respect to the prior financing of the project; and 

(6) Any other factors the department deems relevant to a 
determination of responsibility with respect to any project party . 
[Eff APR 11 3m ] (Auth: HRS §26-38) (Imp: HRS 
§39A-224) 

§6-16-14 Project agreement. Upon a determination of eligibility and 
responsibility, and with the approval of the governor, the department shall enter 
into a project agreement with the project party. The project agreement shall 
conform to the requirements of part VII, chapter 39A, HRS, and shall contain 
any additional terms and conditions as the department deems necessary or 
desirable. [Eff APR 11 2005 ] (Auth: HRS §26-38) (Imp: HRS 
§39A-225) 

§6-16-15 Estimate of benefits. (a) Each project party that has entered 
into a project agreement with the department shall prepare an estimate of the 
benefits to be derived from financing the project with the proceeds of a loan. 
The benefits shall be the amount projected to be saved by consumers of the 
services of the project party over the life of the bonds to be issued to fund the 
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§6-16-15 

loan as a result of financing the project with the proceeds of a loan rather than 
by alternative means. The following shall be elements of any estimate of 
benefits: 

(1) The interest rate to be assumed on the bonds proposed to be 
issued to finance the project shall be the interest rate supplied to 
the project party by the department; 

(2) The interest rate to be employed in calculating the cost of 
alternative financing of the project shall be: 
(A) In the case of a proposed refinancing through a loan, the 

interest rate on the existing financing; or 
(B) If the loan is to be the initial financing of the project, the 

interest rate that would be charged to the project party by 
a financial institution with which the project party has a 
continuing relationship or the interest rate supplied by 
another source, in either case, as approved by the 
department for use in the estimate of benefits. 

(b) The estimate of benefits shall demonstrate a savings in interest 
expense that will result in a savings to consumers of the services of the project 
party by reducing the amount of allowable costs that would otherwise be 
iucuneu by the project party, and consequently a reduction in payments by 
consumers using the project. In addition, the effect of decreased interest expense 
shall be reflected in lower charges by the project party to consumers than would 
be the case if bonds were not issued to finance the project. The toregoing shall 
be demonstrated by calculating: 

(1) The interest expense to the project party if the project is financed 
at the interest rate set forth in subsection (a)(l); and 

(2) The interest expense to the project party if the project is financed 
at the interest rate set forth in subsection (a)(2). 

(c) The department may furnish the project party with the format to be 
used in ~i~gJ1Vlculations required by subsection (b). 
[Eff ] (Auth: HRS §39A-240) (Imp: HRS §39A-240) 

§6-16-16 Public access to information. Records maintained by the 
department relating to the special purpose revenue bond project shall be 
available to the public pursuant to chapter 92F, HRS. [Eff APR 1 1 21m ] 
(Auth: HRS §39A-239) (Imp: HRS §39A-239) 

§ §6-16-17 to 6-16-19 (Reserved) 
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§6-16-21 

SUBCHAPTER 4 

MISCELLANEOUS PROVISIONS 

§6-16-20 Severability. If any part, section, sentence, clause, or phrase 
of this chapter, or its application to any person or transaction or other 
circumstances, is for any reason held to be unconstitutional or invalid, the 
remaining parts, sections, sentences, clauses, and phrases of this chapter, or its 
application to other persons or transactions or circumstances, shall not be 
affected. [Eff APR l 1 2tllll5 ] (Auth: HRS §26-38) (Imp: HRS 
§39A-222) 

§6-16-21 Waiver. The director of the department may waive or vary 
particular provisions of this chapter to conform to applicable federal 
requirements. [Eff ] (Auth: HRS §26-38) (Imp: HRS 
§39A-222) #)ff 1 1 2{15 
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