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Executive summary 

Hawaii law requires certain new housing construction to be charged an 

“impact fee” with the goal of funding construction and renovation of K-12 

schools.  

Despite good intentions, school impact fees needlessly increase the cost of 

new housing, especially for smaller projects. Furthermore, the current 

boundaries that dictate which projects are subject to school impact fees likely 

violate the U.S. Constitution. 

Making matters worse, none of the collected revenues has ever been spent 

on school renovations or construction. Instead, more than $21 million has piled 

up since school impact fees were created in 2007. 

Meanwhile, enrollment data from the Hawaii Department of Education 

indicates that the areas in which impact fees are assessed have seen enrollment 

decreases since 2017, calling into question the need for new school facilities in 

those areas.  

Highlighting the problematic nature of the state’s school impact fees, Hawaii 

Gov. Josh Green authorized waivers from them in his emergency proclamations 

related to affordable housing starting in July 2023. As a result, many projects 

approved under these proclamations have been relieved of these charges.  

This brief makes the case that the Legislature should finish what the 

governor started by abolishing school impact fees completely.   
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Background 
    The Hawaii State Legislature created school impact fees with Act 245 in 2007. The goal 

of the legislation was to modernize how new and expanded educational facilities were 

financed. School impact fees replaced “fair share” contributions, which the Department 

of Education had used to obtain funds from homebuilders for educational facilities.  

    Two fees are collected whenever a new home is built in a designated school impact 

district: a construction fee and a land fee. 

    To pay the land fee, builders of projects with 50 or more units can provide land for 

future schools or pay a fee in lieu of land, while builders of smaller projects must pay a 

fee in lieu of land. All builders must also pay the construction fee.1  

    However, the school impact fee program has not worked out well. A scathing 2019 

audit from the Hawaii Office of the Auditor found numerous administrative issues with 

school impact fees, including that school impact districts were created by a single DOE 

staffer who relied on “a ‘feel’ for the general development climate” to decide when to 

create new districts.2 

   There are currently only four designated school impact districts — two on Oahu and 

two on Maui. They are: Kalihi-Ala Moana, Leeward Oahu, Central Maui and West Maui.  

   A planned impact fee district for Hawaii Island in 2010 faced vocal opposition from 

then-mayor Billy Kenoi, who said, “The DOE never even extended a courtesy call or letter 

to inform any county official of its plans,” and added that, “West Hawaii is not even on 

the DOE’s list of top 10 most-needed schools.”3  

    Kenoi also cited the effect of new fees on affordable housing, and he refused to help 

the DOE collect them. Soon after, the department suspended administration of the 

district.4 

4 “Audit of the Department of Education’s Administration of School Impact Fees,” p. 34. 

3 “Spin Zone: Do School-Impact Fees on West Hawaii Property Owners Make Sense?” Hawaii Business Magazine, Aug. 27, 
2010.  

2 “Audit of the Department of Education’s Administration of School Impact Fees,” Hawaii Office of the Auditor, ​
Sept. 24, 2019, p. 12. 

1 “Annual Report on School Impact Fees,” Hawaii Department of Education, Dec. 27, 2023, p. 1.  
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   The Hawaii Department of Education oversaw school impact fees until 2023, when the 

Legislature moved them under the purview of the School Facilities Authority.5 

      The collected funds were supposed to be used to build new schools or expand 

existing facilities.6 However, neither the Department of Education nor the School 

Facilities Authority has spent a penny of the money collected since 2007.7 

   Table 1 shows the growth in the school impact fee fund balances since 2021. 

Table 1: School impact construction and land fee revenues, by district 

District Fee type July 19, 2021 Jan. 31, 2025 Percent increase 

Kalihi to Ala Moana Construction fee $92,443.78 $618,594.93 569.16% 

Land fee $519,222.27 $3,519,838.00 577.91% 

Leeward Oahu Construction fee $2,669,979.61 $3,344,660.50 25.27% 

Land fee $4,204,898.29 $5,266,845.04 25.25% 

Central Maui Construction fee $1,613,198.86 $2,435,937.90 51.00% 

Land fee $2,438,201.80 $3,647,065.32 49.58% 

West Maui Construction fee $734,552.22 $991,268.31 34.95% 

Land fee $961,548.80 $1,294,621.74 34.64% 

Total  $13,234,045.63 $21,118,831.74 59.58% 

Sources: “Impact Fee Balances: FY21 Q4,” Hawaii School Facilities Authority, Jan. 31, 2025; and “Impact Fee 

Balances: FY25,” Hawaii School Facilities Authority, Jan. 31, 2025. 

School impact fees increase the cost of housing 
   Hawaii’s school impact fees add thousands of dollars to the prices of new housing units 

built in school impact districts.  

7 Tom Yamachika, “Hoarding More School Impact Fees,” Tax Foundation of Hawaii, Dec. 30, 2024.   

6 “School Communities,” Hawaii State Department of Education, accessed Jan. 8, 2025.  

5 Act 245, Session Laws of Hawaii 2007; and  Act 72, Session Laws of Hawaii 2020.  
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   Some homebuilders charge buyers the school impact fee as part of their closing costs. 

More often, the fees are factored in as part of the cost of the home. Either way, the 

buyer pays the fees whether they know it or not.8 

   Table 2 shows the per-unit cost of school impact fees in each school impact district. 

Table 2: School impact fees, cost per unit by district 

School impact 
district 

Unit type Construction 
fee 

Land 
amount 
(acres) 

Fee in lieu 
of land 

Total (construction 
and fee in lieu of 
land) 

Kalihi-Ala Moana Single-family/​
Multifamily 

$584 0.000500 $3,280 $3,864 

Leeward Oahu 
 

Single-family $2,141 0.00907 $3,363 $5,504 

Multifamily $1,683 0.00709 $2,651 $4,334 

Central Maui 
(Wailuku cost area) 

Single-family $2,153 0.009388 $3,220 $5,373 

Multifamily $913 0.003998 $1,458 $2,371 

Central Maui 
(Makawao cost 
area)9 

Single- family $2,340 0.009388 $3,220 $5,560 

Multifamily $993 0.003998 $1,458 $2,451 

West Maui Single-family $2,508 0.00965 $3,270 $5,778 

Multifamily $877 0.00337 $1,178 $2,055 

Sources: “Fee Analysis for the Kalihi to Ala Moana School Impact District,”Hawaii Department of Education, March 1, 

2018, pp. 3-6;  ”Analysis of the Leeward Oahu School Impact District,” Hawaii Department of Education, Dec. 29, 2011,  

pp. 15-17; “Analysis of the Central Maui School Impact District,” Hawaii Department of Education, accessed Jan. 8, 2025, 

p. 27; and “Analysis of the West Maui School Impact District,” Hawaii Department of Education, accessed Jan. 8, 2025, ​
p. 22. 

 

 

9 Most of the Central Maui School Impact District is in the Wailuku cost area. Parts of Kihei-Makena are “mauka of 
Piilani Highway or south of Kilohana Drive are in the Makawao cost area.” See ”Analysis of the Central Maui School 
Impact District,” p. 14. 

8 Andrew Gomes, “Ward Village Builder Charges Buyers Separate Fee to Cover School Impact Assessment,” Honolulu 
Star-Advertiser, Oct. 2, 2022. 
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   These fees especially add up for builders constructing apartments, condominiums or 

multiple homes. 

   In 2022, Howard Hughes’ Ward Village on Oahu paid a school impact fee of $3,864 per 

unit for a 565-unit condo building, which amounted to $2.18 million collected by the 

Department of Education — and Howard Hughes passed on these fees to buyers in the 

form of closing costs.10 

   School impact fees also are problematic for smaller projects — such as when 

homeowners put up second dwellings on their properties — because they make up a 

larger portion of the project cost.  

   On Maui, many families looking to add an accessory dwelling to their lots have faced 

the cost and inconvenience of school impact fees.  

   Rosemary and Christian Blando, for example, applied in 2022 for a permit to build an 

ADU in the yard of their Kahului home. As they navigated the approval process, the 

Department of Education notified them they would need to pay a school impact fee for 

the permit to be approved.  

   According to the department’s fee schedule for the Wailuku cost area, the Blandos had 

to pay $5,373 for the right to build their ADU — more than five times the fee for the 

building permit, and more than 6% of the value of the $80,000 project.11 

   Likewise, the Howard Schechter Trust applied in 2022 to build two ADUs on a property 

in Lahaina. Also charged an impact fee, the trust had to pay $5,778 to the Department of 

Education — more than 9% of the construction cost of the two ADUs.12  

12 B2022-00426, Maui’s Automated Planning and Permitting System, accessed Jan. 23, 2025. Note that only one of the 
ADUs was subject to the impact fee. Impact fees are levied on new single-family homes and new multifamily homes. A 
single-family unit is defined as “a detached dwelling unit not connected to any other dwelling unit, or a detached building 
containing two dwelling units.” Because one of the two ADUs was attached to the existing single-family dwelling, it was 
considered a “detached building containing two dwelling units” and did not trigger an impact fee. See 302A-1602 
Definitions., Hawaii Revised Statutes, accessed Feb. 4, 2025; and personal correspondence with Kenyon Tam, Hawai'i 
School Facilities Authority, Feb. 4, 2025.  

11 B2022-00572, Maui’s Automated Planning and Permitting System, accessed Jan. 23, 2025.  

10 Andrew Gomes, “Ward Village Builder Charges Buyers Separate Fee to Cover School Impact Assessment,” Honolulu 
Star-Advertiser, Oct. 2, 2022.  
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   The state’s Act 39 that went into effect May 28, 2024, requires the counties to allow at 

least two ADUs per lot, and implementation is underway.13 But the high cost of impact 

fees relative to the construction cost of an ADU could frustrate efforts to build more 

small homes, which would somewhat mitigate efforts to combat Hawaii’s housing crisis.  

Hawaii’s school impact fees might be unconstitutional 
   The state auditor’s 2019 report about the implementation of school impact fees found 

that the Department of Education treated school impact fees like an afterthought, 

leading to numerous problems with their administration.14 

   While these concerns are worrying, the most damaging finding of the state auditor’s 

report was that Hawaii’s school impact fees might be unconstitutional.  

   In Nollan v. California Coastal Commission, the U.S. Supreme Court ruled that impact 

fees are constitutional only if there is an “essential nexus,” or sufficient relationship, 

between the impact of the new development and the need for new public services.15  

   Later, in Dolan v. City of Tigard, the Court ruled that there must be a “rough 

proportionality” between the impact of the development and any impact fees.16  

   Then in April 2024, the Court ruled in Sheetz v. El Dorado County that these 

requirements for an “essential nexus” and “rough proportionality” apply to both 

legislatively and administratively enacted impact fees.17 

   As the state auditor pointed out, the size of Hawaii’s school impact districts makes it 

very likely that they fail the “nexus” requirement. For instance, three of the four school 

impact districts contain two or more DOE complexes, each of which is composed of a 

high school and all of the elementary and middle schools that feed into it.18 

   The Leeward Oahu school impact district, for example, contains five complexes. This 

means that school impact fees collected in Aiea could be used to build additional 

18 “Audit of the Department of Education’s Administration of School Impact Fees,” p. 3. 

17 "Sheetz v. County of El Dorado, California," Oyez, accessed Feb. 21, 2025. 

16 "Dolan v. City of Tigard," Oyez, accessed Feb. 21, 2025. 

15 "Nollan v. California Coastal Commission," Oyez, accessed Feb. 21, 2025. 

14 “Audit of the Department of Education’s Administration of School Impact Fees,” p. 2. 

13 Act 39, Session Laws of Hawaii 2024.  
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classroom capacity as far away as Kapolei, even though construction in Aiea has no 

impact on demand for schools in Kapolei.19 

   As the acting director of the Honolulu Department of Planning and Permitting testified 

in 2016:  

“Creating one district covering multiple neighborhoods and school complexes 

poses equity concerns that should be considered. The collection of fees in one 

school complex area (e.g., a high-growth neighborhood) are not required to be 

spent in the same complex where the rationale for the fee exists.”20 

   The maps in the Appendix show the boundaries for all school impact districts in 

Hawaii. Note that the Kalihi-Ala Moana district is defined by elementary school “service 

areas” rather than complex boundaries, but it contains schools in the Farrington and 

McKinley complexes.21 

Schools in impact districts have declining enrollment  
   School impact fees are supposed to assist the Department of Education in building and 

renovating schools. But DOE enrollment figures for the schools in current impact-fee 

districts indicate that expanded school buildings aren’t needed.  

   In every school impact district, enrollment declined between the 2017-2018 school 

year and the 2024-2025 school year. Overall, enrollment in these districts decreased by 

11.85% between 2017-2018 and 2024-2025, from 11,833 to 10,579.22  

   Table 3 on the following page shows the enrollment changes in each school impact 

district by complex area. 

 

22 “School Reports,” Hawaii Department of Education, accessed Feb. 20, 2025.  

21 Ibid, p. 19.  

20 Ibid, p. 12.  

19 “Audit of the Department of Education’s Administration of School Impact Fees,” pp. 15-16.  
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Table 3: Enrollment in K-12 public schools, by school complex area 

District Complex area 2017-2018 
enrollment 

2024-2025 
enrollment 

Percent change, ​
2017-2025 

Leeward 
Oahu 

Campbell-​
Kapolei 

17,427 16,557 -5.25% 

Pearl City- 
Waipahu 

14,330 13,031 -9.97% 

Aiea-Moanalua-​
Radford23 

3,304 2,733 -20.89% 

Kalihi-​
Ala Moana 

Kaimuki-​
McKinley-​
Roosevelt24 

4,459 3,181 -40.18% 

Farrington-​
Kaiser-Kalani25 

5,183 4,678 -10.80% 

West Maui Hana-​
Lahainaluna-​
Lanai-Molokai26 

3,181 2,017 -57.71% 

Central 
Maui 

Baldwin-Kekaulike-
Kulanihakoi-Maui27 

11,833 10,579 -11.85% 

Source: School enrollment data for public and charter schools. See “School Reports,” Hawaii Department of Education, 

accessed Feb. 20, 2025.  

27 Only some of the schools in the Baldwin-Kekaulike-Kulanihakoi-Maui Complex Area are in the Central Maui impact 
district and thus are included in this total. These are Baldwin High, Iao Intermediate, Kahului Elementary, Kamalii 
Elementary, Kihei Elementary, Kulanihakoi High, Lihikai Elementary, Lokelani Intermediate, Maui High, Maui Waena 
Intermediate, Pomaikai Elementary, Puu Kukui Elementary, Waihee Elementary and Wailuku Elementary.  

26 Only some of the schools in the Hana-Lahainaluna-Lanai-Molokai Complex Area are in the West Maui impact district 
and thus are included in this total. These are Kamehameha III Elementary, Lahaina Intermediate, Lahainaluna High and 
Nahienaena Elementary.  

25 Only some of the schools in the Farrington-Kaiser-Kalani Complex Area are in the Kalihi-Ala Moana impact district 
and thus are included in this total. These are Farrington High, Fern Elementary, Kalakaua Middle, Kalihi Kai Elementary 
Elementary, Kalihi Waena Elementary, Linapuni Elementary and Puuhale Elementary.  

24 Only some of the schools in the Kaimuki-McKinley-Roosevelt Complex Area are in the Kalihi-Ala Moana impact 
district and thus are included in this total. These are Kaahumanu Elementary, Kaiulani Elementary, Kauluwela 
Elementary, Keelikolani Middle, Likelike Elementary, McKinley High and Royal Elementary.  

23 Only some of the schools in the Aiea-Moanalua-Radford Complex Area are in the Leeward Oahu impact district and 
thus are included in this total. These are Aiea Elementary, Aiea Intermediate, Aiea High, Scott Elementary, Waimalu 
Elementary and Webling Elementary.  
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Emergency proclamation waivers 

   It has been more than a year and a half since Hawaii Gov. Josh Green signed his first 

emergency proclamation aimed at reducing housing prices in Hawaii.28 Due to a state 

law that limits emergency orders to 60 days,29 Gov. Green’s initial proclamation has been 

renewed 10 times, most recently on February 4, 2025.30  

   So far, 17 housing projects comprising 8,960 units have been authorized to proceed 

under the proclamations.31 As detailed in Table 4 on the following page, 13 of those 

projects received an exemption from school impact fees, saving almost $22 million as a 

result. 

   In fact, the first action taken in 2024 by the Beyond Barriers Working Group, 

established as part of the emergency orders and since disbanded, was to waive the 

school impact fee for a 52-unit rental project in downtown Honolulu.32 The school 

impact fee for projects in the downtown area is $3,864 per unit, which would have 

added $200,928 to the project’s overall construction costs.33 

   In addition to waiving school impact fees for affordable housing statewide, Gov. Green 

also waived them in his emergency orders aimed at helping the Maui wildfire survivors 

rebuild their homes.34 

 

34 Gov. Josh Green, “Twentieth Proclamation Relating to Wildfires,” Office of the Governor,  State of Hawaii, Feb. 4, 
2025, p. 10.  

33 Andrew Gomes, “Housing panel makes first development decision,” Honolulu Star-Advertiser, Jan. 3, 2024. 

32 Mark Coleman and Drew Luff, “Grassroot assesses first year of Gov. Green’s housing emergency proclamations,” 
Grassroot Institute of Hawaii, July 17, 2024.  

31 Gordon Pang, housing information officer at the Hawaii Housing Finance and Development Corp., via email, Feb. 4, 
2025. See also: Andrew Gomes, “Housing panel makes first development decision,” Honolulu Star-Advertiser, Jan. 3, 
2024. 

30 Gov. Josh Green, “Eleventh Proclamation Relating to Affordable Housing,” Office of the Governor, State of Hawaii, 
Feb. 4, 2025. 

29 Hawaii Revised Statutes Section 127A-14, Hawaii State Legislature. 

28 Gov. Josh Green, “Proclamation Relating to Housing,” Office of the Governor, State of Hawaii, July 17, 2023. See also 
Dan Nakaso and Mia Anzalone, “Gov. Josh Green signs Hawaii housing emergency proclamation,” Honolulu 
Star-Advertiser, July 18, 2023. 
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Table 4: Projects that received a school impact fee waiver​
 via governor’s housing emergency proclamation 

Project Island Impact district Units Est. fees saved 

1060 Bishop St. Oahu Kalihi-Ala Moana 52 $200,928 

Parkway Village at Kapolei - Lot 6 Oahu Leeward Oahu 236 $1,022,824 

Parkway Village at Kapolei - Lot 7 Oahu Leeward Oahu 169 $732,446 

Kaleimao Village West Loch Oahu Leeward Oahu 127 $550,418 

Hale Pilina Maui Central Maui 179 $424,409 

Kahuina (Kakaako Block C) Oahu Kalihi-Ala Moana 861 $3,326,904 

Hale O Piikea Phase 3 Maui Central Maui 36 $85,356 

Pohukaina Commons (690 Pohukaina) Oahu Kalihi-Ala Moana 625 $2,415,000 

Kuhio Park Low Rises (Kuhio Park 

Low-Rise & Homes Redevelopment - 

Phase 1) (HPHA project) Oahu Kalihi-Ala Moana 304 $1,174,656 

Northwest Corner Kapolei Oahu Leeward Oahu 900 $3,900,600 

Ka Lei Momi Kaahumanu Homes 

Redevelopment (HPHA Project) Oahu Kalihi-Ala Moana 1,550 $5,989,200 

1142 Kinau Street Oahu Kalihi-Ala Moana 206 $795,984 

Keawalau Affordable Housing Community Oahu Leeward Oahu 537 $2,327,358 

Total   5,782 $22,946,083 

Source: Gordon Pang, housing information officer at the Hawaii Housing Finance and Development Corp., via email, ​
Feb. 4, 2025.  
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Conclusion 
   Hawaii’s implementation of school impact fees is fraught with problems. 

Especially concerning is that they increase the cost of housing, are probably 

unconstitutional, and the need for them is vanishing.  

   There is also the issue of the DOE failing to spend any of the money it has 

collected from the fees.  

   One bill introduced during the 2025 legislative session, HB422, proposes 

repealing school impact fees and transferring the unspent funds to the School 

Facilities Special Fund, where they could be used to actually support 

educational facilities. 

   As the Legislature and counties consider measures aimed at boosting Hawaii's 

housing stock, passage of HB422 would ensure that cumbersome expenses 

such as the state’s school impact fees do not hinder homebuilding and efforts 

to lower Hawaii's cost of living.  
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Appendix  

School impact district maps 

Kalihi-Ala Moana 
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Leeward Oahu  

The case against school impact fees ​ 13​ grassrootinstitute.org 



February 2025 ​              Grassroot Institute of Hawaii 

        Central Maui 

 

 

West Maui ​ ​ ​ ​ ​ ​  
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