STATE O HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
Land Division
Honolulu, Hawaii 96813

December 8, 2017

Board of Land and Natural Resources Reference Nos:
State of Hawaii GL nos.: S-5226
Honolulu, Hawaii S-5227, S-5230,

S-5235 and S-5236
HAWAIIL
Determination of Rent upon Reopening for Milolii-Hoopuloa Residential Leases, Phase
II, Consisting of Five (5) General Leases for Residential Purposes at Milolii and
Hoopuloa, South Kona, Hawaii, Tax Map Key: (3) 8-9-014: 050, 053, 056, and 060-061
APPLICANT:

Land Division

LEGAL REFERENCE:

Act 62, Session Laws of Hawaii 1982, as amended by Act 83, Session Laws of Hawaii
1984, Act 362, Session Laws of Hawaii 1987, as amended by Act 363, Session Laws of
Hawaii 1987 and Chapter 171, Hawaii Revised Statutes.

LOCATION:
Portion of Government lands of Milolii-Hoopuloa Houselots, Phase III, situated at Milolii
and Hoopuloa, South Kona, Hawaii, identified by Tax Map Keys: (3) 8-9-014: 050, 053,
056, 060-061, as shown on the attached maps labeled Exhibit A-1 and A-2.

AREA:

50,000 square feet, more or less, comprised of 10,000 square feet for each of the five (5)
leased lots for General Lease numbers S-5226, S-5227, S-5230, S-5235, and S-5236.

ZONING:

State Land Use District: Conservation (Milolii Village Special Subzone)
County of Hawaii CZO: Open

DO

D-8
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TRUST LAND STATUS:

Section 5(b) lands of the Hawaii Admission Act

DHHL 30% entitlement lands pursuant to the Hawaii State Constitution: NO

CURRENT USE STATUS:
TAX MAP GENERAL Area (Square
KEY NO. | LEASE NO LESSHE NaME Feet)
(3) 8-9-14:050 GLS-5236 KAUPU, JR., SAM K. 10,000
(3) 8-9-14:053 GLS-5235 FERNANDEZ, ORASA KAIULANI 10,000
(3) 8-9-14:056 GLS-5230 SESSON, FILOMON 10,000
(3) 8-9-14:060 GLS-5226 AKI, FIDELIS S.S. 10,000
(3) 8-9-14:061 GLS-5227 BILLINGS, LEILANI-SUE 10,000
TOTAL 50,000
CHARACTER OF USE:

Residential purposes as the lessee’s principal domicile purposes.

LEASE TERMS:

General Lease number S-5230, Sixty-five (65) years, commencing on December 1, 1992,
and expiring on November 30, 2057, with first rental reopening scheduled for November
30, 2017.

General Lease numbers S-5226-5227 and S-5236-5237, sixty-five (65) years,
commencing on March 3, 1994, and expiring on March 2, 2059, with first rental
reopening scheduled for March 2, 2019.

ANNUAL RENTAL:

Current:

$132.00 per annum, payable in advance, in semi annual installments of $66.00, due on
the Ist of January and July of each and every year.
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Proposed:

$480.00 per annum (Minimum Rent Policy for New Dispositions, May 13, 2005),
payable in advance, in semi annual installments of $240.00, due on the 1% of January and
July of each and every year.

METHOD OF PAYMENT:

Semi-annual payments, in advance.

RENTAL REOPENINGS:

At the 25th and 45th years of the lease term, by staff or independent appraisal.

PERFORMANCE BOND:

Not applicable.

DCCA VERIFICATION:

Not applicable.
REMARKS:

Milolii-Hoopuloa Residential State Leases:

Phase III, General Lease numbers S-5226, S-5227, S-5230, S-5235, and S-5236.

Recap of the Legislation and Board Decisions that Prompted Milolii-Hoopuloa
Residential State Leases:

The January 13, 2012, agenda item D-12 (see attached Exhibit B) and March 9, 2012,
agenda item D-3 (see attached Exhibit C) Board submittals summarize the legislation
that was enacted, and the past Board decisions, and explain how the Milolii-Hoopuloa
community leases were promulgated. Some of the pertinent Legislation and Board
Decisions are recapped here.

Session Laws of Hawaii Legislation

Act 62, Session Law of Hawaii 1982 was enacted into law by then Governor Ariyoshi on
May 10, 1982. The law was enacted to provide lands to relocate village residents or
descendents of the Milolii-Hoopuloa community, which was destroyed as a result of the
1926 Mauna Loa eruption. Act 62 authorizes the Department of Land and Natural
Resources to award long-term residential leases to residents of Milolii and provides
criteria whereby residency can be established for those who were actually displaced by
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the 1926 lava flow.

During the 1984 Legislative session, an amendment to Act 62 was passed, giving the
Milolii Development exemption from “all statutes, ordinances, charter provisions, and
rules of any government agency relating to zoning of land, and the construction of units
thereon.” Act 62 of the 1982 session (later amended by Act 83 of the 1984 session) was
set to expire on January 1, 1987. However, Act 362 of the 1987 legislative session was
enacted to reauthorize the negotiation of long-term leases between DLNR and the
Milolii-Hoopulua residents, retroactive to January 1, 1987, and to also aid in an extension
of the Act’s purposes. Thereafter, Act 363 of Session Laws of Hawaii 1987 was enacted,
and provided that the authority granted by the Act expired either when the leases were
negotiated and recorded in the bureau of conveyances, or on January 1, 1989, whichever
occurred first.

With the authority of Act 363 of Session Laws of Hawaii 1987 now expired, DLNR-Land
contends that the provisions of Chapter 171, Hawaii Revised Statutes now apply.

Summary of Board Decisions During Initial Phase of the Milolii-Hoopuloa Residential
Leases

At its meeting of June 22, 1984, Item H-2, the Board of Land and Natural Resources
approved Amendment to Administrative Rules, Title 13, Chapter 2 and Conservation
District Use Application for establishment of the Milolii Village Special Subzone,
Subzone Boundary Amendment, and Subdivision for Residential Purposes at Milolii-
Hoopuloa, Hawaii.

At its meeting of December 28, 1984, Item F-3, the Land Board approved the issuance of
direct leases for residential purposes, Milolii and Hoopuloa, South Kona, Hawaii.

At its meeting of April 26, 1985, Item F-2, the Land Board awarded twelve (12) grand-
fathered residences residential leases at Milolii, Phase I, pursuant to Act 62, Session
Laws of Hawaii 1982, as amended by Act 83, Session Laws of Hawaii 1984.

Community Association:

A Milolii-Hoopuloa community association was originally formed under the name of Paa
Pono Milolii. For over 20 years, Paa Pono Milolii served as a representative of the
community association. Most recently, Paa Pono Milolii experienced some internal
problems and was involuntarily dissolved. In February 2003, a Paa Pono Milolii was
reestablished, but research indicated that its purpose was not the same as originally
created or intended as a representative of the Milolii residential lessees. As a result, by
letter dated June 30, 2011, staff was notified of the formation of a “new” association to
represent the lessees of the Milolii-Hoopuloa community under the name of the Milolii-
Hoopuloa Fishing Village Association (MHFVA), a domestic non-profit corporation,
which registered with DCCA on June 17, 2011, but later dissolved.
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The same named corporation was registered once again on January 22, 2014, and
continues in effect as a registered corporation to this current day, yet it is not an active
representive of the individual lessees. As such, DLNR-Land will make its lease rent offer
directly to each of the five (5) respective parcel lessees regarding General Lease numbers
S-5226, S-5227, S-5230, S-5235, and S-5236, which leases are the subject of this
submittal.

Agency Comments:

No government agencies or community interest groups were solicited for comments, as
there will be no new dispositions or change in land use.

DLNR Reconsideration of Rent /Rent Reopening Practice for Milolii-Hoopuloa:

Although the Land Board could establish a higher rent, the Land Board’s current
minimum rent policy that was established to cover the administrative cost in managing a
lease on an annual basis is $480 per year or $40 per month.

The Phase I and II Milolii-Hoopuloa Residential lease language specifies that during the
lease rent reconsideration process, rent values other than fair market rent should be used.
Accordingly, DLNR-Land sought and obtained Board approval to offer lease rents using
the DLNR May 13, 2005 Minimum Rent Policy of $480 per annum (i.e. $40 per month).
For example, at its meeting of January 13, 2012, under agenda D-12, the Land Board
approved the reconsideration of rent for eleven (11) State residential leases under Phase I
of the same development, using the minimum rent policy at $480 per year, or $40 per
month. (see Exhibit B).

Furthermore, at its meeting of March 9, 2012, under agenda D-3, the Land Board
approved the reconsideration of rent for twenty-two (22) State residential leases under
Phase II of the same development, using the minimum rent policy at $480 per year, or
$40 per month. (see Exhibit C).

Moving forward to 2017, ten (10) leases in Phase III of the Milolii-Hoopuloa Residential
house lots contain different lease rent reopening language than the language in the Phase
I and Phase II lease language. Significantly, in the ten (10) leases, rent on reopening is to
be set at fair market value. Accordingly, Land Division procured an appraiser, ACM
Consultants, Inc. (ACM), for those ten (10) leases' who determined the fair market rent
to be $480 per year, with the exception of one lease with a larger land area ($520 per year
for 10,881 square feet).

1- One of the five leases that is the subject of today’s action, General Lease No. S-5230 to Filomon
Sesson, was inadvertently included in the appraisal contract and the appraiser determined the fair
market rent for that lease to be $480 per year.
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Rent Reopening for Five (5) Additional Phase III Milolii-Hoopuloa Residential Leases
(Leases which are the Subject of this Submittal):

Five (5) additional Milolii-Hoopuloa Phase III leases have rent renegotiation clauses with
language similar to the Phases I and II lease language wherein the fair market value is not
utilized in the rent re-opening process.

This submittal seeks the determination of rent upon reopening of annual lease rent for the
following five (5) additional Phase III, leases: General Lease Nos. S-5126, S-5127,
S-5230, S-5235, and S-5236 (for lease parcel maps, see Exhibit A-1 and A-2).

Since the Board approved using the DLNR Minimum Rents Policy of $480 per annum
for the Phase I and II leases, for uniformity and fair treatment of the Milolii-Hoopuloa
Residential Lessees, Land Division now seeks Board approval to also apply the DLNR
Minimum Rent policy of May 13, 2005, in the amount of $480 per annum, as to these
five (5) additional Phase III leases of General Lease Nos. S-5126, S-5127, S-5230,
S-5235 and S-5236.

ANALYSIS:

On May 13, 2005, the Land Board established a Minimum Rent Policy that stated, among
other things, that the Minimum Rent for New Dispositions shall be $480 per year for
leases. Leases are typically issued via public auction to for profit organizations or
directly to non-profits. The subject leases were issued directly as a result of Act 62,
Session Laws of Hawaii 1982, and all other laws to the contrary notwithstanding,
including Chapter 171, Hawaii Revised Statutes.

However, with the authority of Act 62, under Act 363 of Session Laws of Hawaii 1987,
now expired, DLNR-Land contends the provisions of Chapter 171, Hawaii Revised
Statutes now apply.

At its meeting of January 13, 2012, under agenda D-12, the Land Board approved the
reconsideration of rent over eleven (11) State residential leases under Phase I of the same
development, using the minimum rent policy at $480 per year, or $40 per month. (see
Exhibit B).

Additionally, at its meeting of March 9, 2012, under agenda D-3, the Land Board
approved the reconsideration of rent for twenty-two (22) State residential leases under

Phase II of the same development, using the minimum rent policy at $480 per year, or
$40 per month. (see Exhibit C).

Furthermore, ACM’s nine (9) fair market value appraisals of $480 per annum for the
Milolii-Hoopuloa Phase III leased parcels with 10,000 sqft support Land Division
offering $480 per annum for the five (5) additional Phase III leases that also contain
10,000 square feet each.
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Finally, the ACM value of $480 per annum is the same annual rent value that the Land
Board established in 2005 under its Minimum Rent Policy of $480 per annum.

Conclusion:

Staff recommends the Land Board establish the rental-reopening rate at the minimum
amount of $480 per year for the (5) Five additional Milolii-Hoopuloa Phase III leases,
based on the Land Board’s current minimum rent policy.

Staff believes the minimum rent of $480 per year for Phase III is fair and equitable,
especially in light of the Land Board’s reaffirmation of the Board’s minimum rent policy
on those Leases of the Phase I reopening, Item D-12, January 13, 2012 (Exhibit B), and
on those Leases of the Phase II reopening, Item D-3, March 9, 2012 (Exhibit C).

Finally, $480 per annum is consistent with the Phase III nine (9) leases with similar
10,000 sqft parcels wherein the lessees of those leases have been offered in 2017 lease

rent of $480 per annum (and $520 to lessee with the parcel of 10,881 sqft).

RECOMMENDATION: That the Board:

A. Regarding General Lease number S-5230, sixty-five (65) years, commencing on
December 1, 1992 and expiring on November 30, 2057, and with the first rental
reopening scheduled for November 30, 2017, and General Lease numbers S-5226-
5227 and S-5236-5237, sixty-five (65) years, commencing on March 3, 1994 and
expiring on March 2, 2059, and with the first rental reopening scheduled for
March 2, 2019, determine that the lease rent shall be:

1. $480 per year, in advance, in semi-annual installments of $240, due on the
First of January and July of each and every year;

2. Such other terms and conditions as may be prescribed by the Chairperson
to best serve the interest of the State.

Respectfully Submitted,

m E. Miller
pervising Land Agent

APPROVED FOR SUBMITTAL:

b (@

/\/Suzanne ase 8ha1rperson
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Board Action of January 13, 2012, item D-12,
Reconsideration of Rent for Milolii-Hoopuloa
Residential Leases, Phase 1,
Consisting of Twelve (12) General Leases
for Residential Purposes at Milolii and Hoopuloa,
South Kona, Hawaii, Tax Map Key: (3) 8-9-014: 001-013 and 8-9-014:016

EXHIBIT B




AMENDED

STATE O HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
Land Division
Honolulu, Hawaii 96813

January 13, 2012

Board of Land and Natural Resources PSF No.: 11HD-196
State of Hawaii
Honolulu, Hawaii HAWAII

Reconsideration of Rent for Milolii-Hoopuloa Residential Leases, Phase 1, Consisting of
Twelve (12) General Leases for Residential Purposes at Milolii and Hoopuloa, South
Kona, Hawaii, Tax Map Key: (3) 8-9-014: 001-013 and 8-9-014: 016.

APPLICANT:

Milolii Ho’opuloa Fishing Village Association (MHFVA), a Hawaii non-profit
corporation, representing Lessees in Phase I, of the Milolii-Hoopuloa Residential Leases.

LEGAL REFERENCE:

Act 62, Session Laws of Hawaii 1982, as amended by Act 83, Session Laws of Hawaii
1984, and Chapter 171, Hawaii Revised Statutes.

LOCATION:
Portion of Government lands of Milolii-Hoopuloa Houselots, Phase I, situated at Milolii

and Hoopuloa, South Kona, Hawaii, identified by Tax Map Keys: (3) 8-9-014: 001-013
and 8-9-004: 016, as shown on the attached map labeled Exhibit A.

AREA:
1.6182 acres, or 70,488 square feet, more or less.

ZONING:

State Land Use District: Conservation (Milolii Village Special Subzone)
County of Hawaii CZO: Open

EXHIBIT B
o

D-12
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TRUST LAND STATUS:

Page 2 January 13, 2012

Section 5(b) lands of the Hawaii Admission Act

DHHL 30% entitlement lands pursuant to the Hawaii State Constitution:

YES NO __x

CURRENT USE STATUS:

TAX MAP KEY GENERAL LEASE | LESSEE AREA
NO. NO. (Square Feet)
(3) 8-9-004: 016 S-4967 CHANG, Clement Sr. 10,000
(3) 8-9-014: 001 S-4956 AKIU, Antonio M. 7,627
(3) 8-9-014: 002 S-4957 KUAHUIA, Louis Jr. 5,000
(3) 8-9-014: 003 S-4958 (cancelled) | BILLINGS, Pacita 5,000
(3) 8-9-014: 004 S-4959 FORCUM, Mabel K. (deceased) 5,000
(3) 8-9-014: 005 S-4960 KAHELE, Leilani M.  (deceased) 5,000
(3) 8-9-014: 006 S-4961 HALENA, Dora K. 5,000
(3) 8-9-014: 007 S-4962 OLSEN, Rose 5,000
(3) 8-9-014: 008 S-4963 CASUGA, Amoe (deceased) 5,000
(3) 8-9-014: 010 S-4964 BANIAGA, Sheldyn E. 5,000
(3) 8-9-014: 011 S-4965 KUAHUIA, Raymond K. Sr. 4,980
(3) 8-9-014: 013 S-4966 LLANES, Delfredo J. Jr. (deceased) 7,881
Total: 70,488
CHARACTER OF USE:

Residential purposes as the lessee’s principal domicile purposes.

LEASE TERM:

Sixty-five (65) years, commencing on July 12, 1985 and expiring on July 11, 2050. First
rental reopening was scheduled for July 12, 2010.

ANNUAL RENTAL:

Current:

$132.00 per annum, payable in semi annual installments of $66.00, due on the 30" of
November and 31st of May of each and every year.
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Proposed:
I $1.00 per annum, MHFVA proposal.

2. $132.00 per annum, keeping the annual rent unchanged.

3. $440.00 per annum, In-House valuation by Statf appraiser. (Exhibit B)

4. $480.00 per annum (Minimum Rent Policy for New Dispositions, May 13, 2003),
payable in semi annual installments of $240.00, due on November 30" and May
31" of each and every year.

5. Fair market value, to be determined by independent licensed appraiser.

METHOD OF PAYMENT:

Semi-annual payments, in advance.
RENTAL REOPENINGS:
At the 25th and 45th years of the lease term, by staff or independent appraisal.

PERFORMANCE BOND:

Not applicable.

DCCA VERIFICATION:

Not applicable. Applicants as individuals are not required to register with DCCA.

The Milolii Hoopuloa Fishing Village Association, a Domestic Non-profit Corporation,
registered with DCCA on June 17, 2011.

REMARKS:

Milolii-Hoopuloa Residential State Lease:
Phase I, General Lease Nos. S-4956 to 4967.

Act 62, Session Law of Hawaii 1982 was enacted into law by then Governor Ariyoshi on
May 10, 1982. The law was enacted to provide lands to relocate village residents or
descendents of the Milolii-Hoopuloa community, which was destroyed as a result of the
1926 Mauna Loa eruption. Act 62 authorizes the Department of Land and Natural
Resources to award long-term residential leases to residents of Milolii and provides
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criteria whereby residency can be established for those who were actually displaced by
the 1926 lava flow.

During the 1984 Legislative session, an amendment to Act 62 was passed, giving the
Milolii Development exemption from “all statutes, ordinances, charter provisions, and
rules of any government agency relating to zoning of land, and the construction of units
thereon.”

At its meeting of June 22, 1984, Item H-2, the Board of Land and Natural Resources
approved Amendment to Administrative Rules, Title 13, Chapter 2 and Conservation
District Use Application for establishment of the Milolii Village Special Subzone,
Subzone Boundary Amendment, and Subdivision for Residential Purposes at Milolii-
Hoopuloa, Hawaii.

At its meeting of December 28, 1984, Item F-3, the Land Board approved the issuance of
direct leases for residential purposes, Milolii and Hoopuloa, South Kona, Hawaii.

At its meeting of April 26, 1985, Item F-2, the Land Board awarded twelve (12) grand-
fathered residences residential leases at Milolii, Phase I, pursuant to Act 62, Session
Laws of Hawaii 1982, as amended by Act 83, Session Laws of Hawaii 1984.

A Milolii-Hoopuloa community association was originally formed under the name of
Pa’a Pono Milolii. For over 20 years, Paa Pono Milolii served as a representative of the
community association. Most recently, Paa Pono Milolii experienced some internal
problems and was involuntarily dissolved. In February 2003, a Pa’a Pono Milolii was
reestablished, but research indicated that its purpose was not the same as originally
created or intended as a representative of the Milolii residential lessees. As a result, by
letter dated June 30, 2011, staff was notified of the formation of a “new” association to
represent the lessees of the Milolii-Hoopuloa community under the name of the Milolii
Ho’opuloa Fishing Village Association (MHFVA), a domestic non-profit corporation,
which registered with DCCA on June 17, 2011. (Exhibit C)

No government agencies or community interest groups were solicited for comments, as
there will be no new dispositions or change in land use.

On December 9, 2010, the Chairperson approved the Staff Appraiser’s In-House
Valuation Recommendation of the Milolii, Phase 1, Residential Lease rent. The
recommended annual rent for the subject leases were determined to be $440 per annum,
effective July 12, 2010.

Staff is of the understanding that there are four feasible options for rental rates to be
charged uniformly to all the leases. The options are: (1) $132 per year, unchanged from
current rate, (2) $440 per year, which is the in-house valuation as approved by the
Chairperson, which is just under the current minimum rent for other new leases and
permits, (3) minimum rent of $480 per year, or (4) a rent based on the fair market rate,
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however, the State leasehold properties do not have any county sewer, water and/or
electricity. The only public utility available in the area is telephone service.

At its meeting of October 24, 2008, under agenda D-10, the Land Board approved the
reconsideration of rent over a similar State residential development of the Maunalaha
General Leases on Oahu, using the minimum rent policy at $480 per year.

ANALYSIS:

On May 13, 2005, the Land Board established a Minimum Rent Policy that stated, among
other things, that the Minimum Rent for New Dispositions shall be $480 per year for
leases. Leases are typically issued via public auction to for profit organizations or
directly to non-profits. The subject leases were issued directly as a result of Act 62,
Session Laws of Hawaii 1982, and all other laws to the contrary notwithstanding,
including Chapter 171, Hawaii Revised Statutes. This option does not conflict with the
lease negotiation clause, which stipulates rents shall not be established from fair market
values or comparisons to neighboring properties.

On December 7, 2010, Staff Appraiser’s In-House Valuation determined the annual
rental to be $440 per annum.

The MHFVA believes setting the rents at market would present a hardship for many of
the residents, especially the elderly on fixed income. Furthermore, setting rents based on
comparable land value is not allowable due to a clause in the leases that states that rent,
“...shall be established without comparison to the assessed fair market rental value of the
leased properties of any neighboring properties at the time of the renegotiations.”
MHFVA is of the opinion that the In-House Appraisal is not realistic as the comparables
used were of sales from nearby subdivisions which have no restrictions to whom it can be
sold, whereas the Milolii leases are restricted to only qualified applicants.

The MHFVA proposes an annual lease rent of one-dollar ($1), in the spirit of being
“consistent with the Legislative intent and purpose of Act 62.”

In consideration of the foregoing, staff defers to the appraiser’s determination and
recommends below that the Board approve the In-House valuation at $440 per annum.

RECOMMENDATION: That the Board:

A. Determine that the lease rent commencing July 12, 2010, under General Lease
Nos. S-4956 to 4967, except for cancelled 4958, shall be:

$440 per year based on an In-House Valuation as recommended by Staff
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Appraiser and approved by the Chairperson of the Board of Land and Natural
Resources on December 10, 2010, subject to:

I Such other terms and conditions as may be prescribed by the Chairperson
to best serve the interest of the State.

Respectfully Submitted,

Wy Y '\-t/ {~

Wesley Mqtsunaa M
Land Agent

APPROVED FOR SUBMITTAL.:

a/”//'«‘/()ﬂéf

memmj Alla, Jr,, Chalrperson

Land Board Meeting: January 13, 2012: D-12:

Approved as amended. Recommendation A was amended to increase the amount
of the annual rent to $480 ($40 per month), which would be in
accordance with the Land Board's minimum rent policy (currently set

at $480 per annum that was established to cover the minimum
administrative costs in managing a lease or permit on an annual basis.l)
Otherwise, all other portions of the staff submittal snd

recommendations were approved as submitted.
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AILLIAR I AllA AL
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8 ke A DRUILN BT
VISNDa N el AT RN B &1 YA YoX)

GLE-4856, GLB-4857; GLS-4953, GLS-4960;
GLS4881; 5L5-4962; GLS4683; GLS-4044;
GLS-4885, GLS 4088, GLS-4867

BTATE OF HAWAN
REPARTMENT OF LAND AND NATURAZL RESOURCES
AND BIYISTON
PAST QI HICK AFX A1
HOMOLULLL HAWAH 26309

December 7, 2010
MEMORANDUM
10 William }. Ails, Jr., Ioterim Chatrperson

THROUGH; /?ﬁssdl Y. Tsuji, Land Divigion Admigistrates o=—
'l
FROM: Cyrus C. Chen, Reul Bstate Appraisel Manag 4 [ :{
SUBIECT:  In-Housc Valuation Kecommendation — Rent fov Residential Lease Purposes

GL No.: Verionr (see Tabis 1)
Lessees! Varions (sez Table 1)

Laocation: Milolii Residertial Lots, Mileli-Hoopuioa, 8. Kenw, Hawaii
Lwnd Area: Various (see Table 1)

Tax Mep Key: (3) 8-9-14: 1, 2, etal.

Crer of Use: Residential

Effective Date: July 12, 2610

We have been reguested to provide annual rent uri the propertics referenced in Table 1
attached. The residents at Milolii Residontial Lots were originally given §5.year vesidential
lesses per suthority granted by the Legistaiwro of the Stats of Mawali in 1985, The rout was
fixed at $132 por auoum for the first 25 yours of the leases. The subject [eases contuin reopening
provisioas, which indicatc that rents for the reanening period shall be negotiated between the
DLANR and r yecoghivzed arganization representing the lesages. Tho leases also state the rent shall
be esteblished without comperison to the assessed fair murket rental value of the |exsed
properties or any weighboring propertics at the time of the negotiations. This document may
acrve as 4 puideline to cottnence negatiations,

The rcotal reapening dake is July 12, 2010 far all the State residertial loases at Milolij
State Rosidential Lots. A previoys analyxis duted November 24, 2010 was spproved but hud the
incomect cffective date. This document corrocts the cffective date. Staff researched comparable
residential lot sales in the sutrounding arve and sevoral were found at Milolii Beach Lots
Subdivision locatsd north of the subject Iuts,  Four camparable sales were snalyzed for
comparjson as shown on Table 2. A 5,000 4. 2. ot was considored represenlutive of the subject

@,’%
@

EXHIBIT B
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O O

{ots and chosen te represent the subjert es a benchmark lat, A land comparable adjustment grid
wuR prepansd to derive the lot valuz for tho subjoot beachmark ot

Actording tn HDLO staif, the subjeot lats do not comtain basic infrastryctune sush as
sowly water, sewer ar electricity but telephone service is availablc. Water is provided viz
calchment sysicm or via a standpipe neacby and sewer servics is provided by scptic. Genemtors
pravide thy cleetricity. Acconding to HDILO staff, the compurabies at Milolii Beach Lots
Subdivision do have those basic services thaugh MLS dats seews to tudicate that some of the
iats arc 2iso ou catchment wuter,

Due to the superior infrastructure of the comps, & negative 25% adjustment was apphied.
The agriculinral zoning of fhe comps is determined to be supcrior fo the subject's Cpen zoning
and edjusted downward. The otber factors of comparison such s lucatian, access/frontage, and
phrysical clumucieristics wore considered similsr snd no adjustments were wigranted. A oize
adjustroent was appled lust, To derive rent, 8 4% residential rate of rehun was applicd to the
subject beochmark fot value.

The derived reat is considered applicsble to al] subject leases repardiess of lot size.
During & similar reopening nogotiation involving Maimelsha residential leases in Tanoiuls in
2008, roprosantatives of the Maunalaha lessors expressed vuneen that gince historically gl
lossess wen: puying the same rent, offeving rorts that differed between Jevaces would potentiaily
crests resentment, antmosity and possible jealowsy amongst the lessees. Therefore, staff feels it
prudent to derive a rent which would be appiied to all aubjost leases.

Therefore, as of the effiective date, the recommended smmus] rent for the subject lepecs is
determined to be S440 per s aa presented on the attached Table 2,

Speeisl Asgumptions and Limiting Conditions

*) This decumeont does nat ke the place of an appraissl and does not constitute up
appralsal, which adheros fo the Unilorm Stendards of Professional Appraizal Practice.

23 Neither the subjeet propertics nor comparable properties weve inspucted by the staff

) ~_en_pp'miwsl'.
A;'apwvedm&upprov:d:
(" Approver
AP e o 4 (:o
/6‘“ William J. Ails, Jr, Interimn Chairperson Date

ce:  District Branch Mles
Crutral Files

EXHIBIT B
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Tabls ¢

GL Mo,

4358
4957
4958
4850
4901
4962
4863
4984
4865
4968
1087

Letsaa

Anbo Mukesna Akks
Louls Kughule

#abel K. Forowmn

Loliani Maullll Kahesp
Dara K. Halema

Ross M. Olan

Arnas Cseas

Elizabat) Shetyn Banlags

Raymond Kuksiu Xuahaia, Sr.

Delfreda ., Llanes, Jr.
Clsmet Chanp. Sr.

Page 11

Milcfil General isases

Uss

Residential
Rashdenttsl
Resldaniin/
Raaidentfel
Resldential
Resldantia!
Rasicantia!
Residenbal
Raesidendal
Resicgsntial
Residantial

Effsctive Cate

7122010
22010
7122010
1202010
22010
yr22010
7122010
7122010

‘122070
2o
22010

January 13, 2012

Demised At
Tax Map ey [acres)

13y BE-18; 1 0175
3) BE-14: 2 0.118
[3) mr-14: 4 0.115
3) 88-74: & 0115
(@) Bo-1d: 8 0.115
(85 8-B~14:7 0.8
3} 8-B-14:- & B.116
13) 88-54: 15 0.115
{3) 8-B-14: 11 o144
(3} 8-5-14: 13 0.101
8] 8-3-04; 18 0.23

EXHIBIT B
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Taota 2
COMPARABILE FEE SIMPLE (.AND TRANSACTIONG ADJUBTMENT SCHEDULE
MiloSi-Hozpuke Houselats Banghenark
MR- Haopuloa, South Kore, Mawell
Tax Map Koy £) 8-9-14: wartous
| Tennsmction Numioy Subjoct Benchmanke 1 2 5 4
Thur Dision, Tex Map Key B9-14804; varitnss Ba.e; 77 B9:8; 92 8810 22 8 8-0:62
AddresgrSiraat Envernment R Ehikit Ave, Bha Plece Etwa Ave. Ehlku Ave.
Location Miloll Wlinlli Peach Lots MiclilBeseh Lols  $dilalii Beach Lts Milshi Sesch Lois
Larg Aras - Squars Faet 3000 7,500 7,850 10,000 7500
Land Ama - Agres 0.115 0172 0476 0.210 94172
2aing Qpen Ada Adn ASp A-5a
Trananction Dats 5017 15-8ap~1D 24-Jun-10 4-May-10
{nstrumant Degd Degd Docd Doeed
rransarsion PriceAale. $20,100 $31,000 £22,000 $2B,500
Cash Eguiva'ent Saln Price 20,100 $31,000 $22.0¢0 826,500
indicated Fep Vekis Par QF 8268 $4.06 £2.20 335
Verms of Save Adjistrrant 100 100 100
Adhasted Price $2.58 $4.05 $2.: 8353
Time Afustment Factor 100 10 1.00 1.a0
Tives Adjusted Priza Pey 3F J2.68 34 Sz $3.53
Afffuatmanta {36)
Lesafion [+'3 o% 3 Dt
Actase/Fronaga 0% % 0% <3
Infragthucture -23% “25% 25% 2%
Zonirg: ~10% Ri:1' 10% -10%
Fryslcat Characteristie D% 0% o% 651
NET A atinents 43 -95% -38% -35% -J6%
Adjusled Unit Value $1.74 8283 5148 82.3¢
Slza Adjustmant (80% curve) 1.06 J.61 11 1%
Sizn Agusted Linit Vahe $1.B4 287 $1np a4
Weighting Foctor 03g D2 D20 0.0
Praduct &0.55 $0.56 8032 §0.73
Range of Valugs S1.59 1o 82 8¢
Meer Ures velgs $2.°7 pessg, i,
Walghted Uil Valug 3215 persg i
Concuded L Yelug 32.20 persq 11
Indicatad Sits Vaiyg $220 persg. 1, %5000 = £11,0c0 :
Rourded ooy |

0088y a3e[[tA Suiysi eondooy 1[O[1[A 10}

uonenofauay [eiuay — YN14g

71 938ed

2107 ‘¢ Arenuef
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- JebR:
Miloli*i Fishing Villape Assosigtion L Th T
87-1049 Mamalshoa Highwuy ¥r0
Captain Cook, HI 96704 7

Mr. Williem J. Ails " ‘ . 3
Chaipersan 4 s
Board of Tand and Natural Resources i -%Ti;f&r .
P.O. Box 621 [ RS &8
Honohulu, HT 36809
Ret Ground Rent for Gencral Lonses Numbers S-9956, 4957, & 49594967 Miloli
Reideatial Lots, Milolii-Hoopulos, 8. Kons Hawyeii. — -

Aloha Chairman Aila:

The residents of Milali’i have tormed the Miloli'i Fishing Yillage Association and huve
wogistered with the State of Hawaii, This Associativn will be representing tho Jessees of
the Miloli'i Residentiut Lots in lease rental ncgotiations with the DLNR. We have the
suthorization of the eleven (11} lezsees who have a rerdsl veopening daze of Juiy 12, 2011
{(Phase 1), and are in the proccss of obtaining the authorization of Phase 2 and 3 lessces.
W bope this mcets with the Buard’s approval,

Yomdepamwiumoposinganincmc,ﬁumswzwMurmmmuwmhased
on your “In-House Yalustion Recommendution” dated Decemnber 7,2010. We fecl that
the valuaticm analysis, and therofore the inerease, is too high becsosa:
LIt ismt“consistentwimthclegialndveimmtandpm'poan of Act 62.”
2. Inithe valustion, four cosuparablo sales were uscd from a neasty subdivision,
This is like comparing apples to oranges. Lessess can only sell thair leases to
Jescendants of the “Hn’upulnaRaﬁms‘,whaeaaﬂnownemofﬂw“wmps”
can sell fo anyone. No ncgative adjustment factor was upplied to acemunt for
this major difference in the “comps.”
3. A 4% residential mte of return was used; why nol 1%, 2%, or 3947
4 ﬂmhmbmwwﬁmaﬂym{ﬂlmsﬂwm&epmﬁymin
the Miloli’f Residential Lots, and they were not mentiongd in the analysis.

Miloli*i is the last fishing village in Hewai'i nef. I donbi that any member of your Board
bas visited the Miloli*i Residcntinl Lots. We would like to invite all of yon to visit us, so
that you can see for yoursetves that the “In-House Valuation” bas nothing to do with
reality. In the spirit of being "consistent with the legislative imtent and purposes of Act
ﬂ,"wwnldlikcwmvpouunaunudlmmmofslpamm.

M= kp hu'ahe’a, L =
e =

x
S&R [
Mrs. Annie Tai See =25 -
Pregident i E@R U
/;? 2 =2 -
Pd L od o
e = wd
=L

EXHIBIT C
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Board Action of March 9, 2012, item D-3,
Reconsideration of Rent for Milolii-Hoopuloa
Residential Leases, Phase 11,
Consisting of Twenty two (22) General Leases

for Residential Purposes at Milolii and Hoopuloa,
South Kona, Hawaii, Tax Map Key: (3) 8-9-014: 014-035.

EXHIBIT C




STATE O HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
Land Division
Honolulu, Hawaii 96813

March 9, 2012

Board of Land and Natural Resources PSF No.: 12HD-023
State of Hawaii
Honolulu, Hawaii HAWAII

Reconsideration of Rent for Milolii-Hoopuloa Residential Leases, Phase 11, Consisting of
Twenty two (22) General Leases for Residential Purposes at Milolii and Hoopuloa, South
Kona, Hawaii, Tax Map Key: (3) 8-9-014: 014-035.

APPLICANT:
Milolii Hoopuloa Fishing Village Association (MHFVA), a Hawaii non-profit
corporation, representing Lessees in Phase II, of the Milolii-Hoopuloa Residential

Leases.

LEGAL REFERENCE:

Act 62, Session Laws of Hawaii 1982, as amended by Act 83, Session Laws of Hawaii
1984, and Chapter 171, Hawaii Revised Statutes.

LOCATION:
Portion of Government lands of Milolii-Hoopuloa Houselots, Phase II, situated at Milolii
and Hoopuloa, South Kona, Hawaii, identified by Tax Map Keys: (3) 8-9-014: 014-035,
as shown on the attached map labeled Exhibit A.

AREA:
5.0640 acres, or 220,589 square feet, more or less.

ZONING:

State Land Use District: Conservation (Milolii Village Special Subzone)
County of Hawaii CZO: Open

TRUST LAND STATUS:

Section 5(b) lands of the Hawaii Admission Act EXHIBIT C

%

D AND NATURAL f
AT ITS MEETING HELD ¢

 Macha, 2012 D-3
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BLNR-Rental Renegotiation for Phase 11, March 9, 2012
Milolii-Hoopuloa Fishing Village Assoc.
DHHL 30% entitlement lands pursuant to the Hawaii State Constitution:
YES____ NO_x

CURRENT USE STATUS:

TAX MAP KEY GENERAL LEASE | LESSEE AREA
NO. NO. (Square Feet)
(3) 8-9-014: 014 S-5128 ARQUETTE, Rochelle 10,000
(3) 8-9-014: 015 S-5129 CASUGA, Ben B. 10,000
(3) 8-9-014: 016 S-5130 PAULO, Madeline M.K. 10,001
(3) 8-9-014: 017 S- 5131 KUAHUIA, Cheyenne 10,588
(3) 8-9-014: 018 S-5132 CASUGA, Pearline L.K. 10,000
(3) 8-9-014: 019 S-5133 CASUGA, Jack Toribio Sr. 10,000
(3) 8-9-014: 020 S-5134 YOUNG, Kristy N. 10,000
(3) 8-9-014: 021 S-5135 KUAHUIA, Louis Sr. (deceased) 10,000
(3) 8-9-014: 022 S-5136 KANIHO, Felisa S. 10,000
(3) 8-9-014: 023 S-5137 KUAHUIA, Raymond K. Jr. 10,000
(3) 8-9-014: 024 S-5138 CASUGA, Mildred, L.K. 10,000
(3) 8-9-014: 025 S-5139 REYES, Priscilla Gouveia 10,000
(3) 8-9-014: 026 S-5140 GRACE, Samuel Waha (deceased) 10,000
(3) 8-9-014: 027 S-5141 NABOA, Leonard Jr. 10,000
(3) 8-9-014: 028 S-5142 BAEZA, Cynthia, L K. 10,000
(3) 8-9-014: 029 S-5143 KAUPU, Levi Haina 10,000
(3) 8-9-014: 030 S-5144 HUA, Lisa Ann M. 10,000
(3) 8-9-014: 031 S-5145 TAETUNA, Elizabeth K.K. 10,000
(3) 8-9-014: 032 S-5146 GRACE, Charles (cancelled) 10,000
(3) 8-9-014: 033 S-5147 KAHIWA, Mabel (deceased) 10,000
(3) 8-9-014: 034 S-5148 VICENTE, Rebecca K. (deceased) 10,000
(3) 8-9-014: 035 S-5239 KAHELE, Nelson H. Jr. (cancelled) 10,000
Total: 220,589
CHARACTER OF USE:

Residential purposes as the lessee’s principal domicile purposes.

LEASE TERM:

Sixty-five (65) years, commencing on December 31, 1986 and expiring on December 30,
2051. First rental reopening was scheduled for December 31, 2011.
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ANNUAL RENTAL:

Current:
$132.00 per annum, payable in advance, in semi annual installments of $66.00, due on
the Ist of January and July of each and every year.

Proposed:

$480.00 per annum (Minimum Rent Policy for New Dispositions, May 13, 2005),
payable in advance, in semi annual installments of $240.00, due on the 1% of January and
July of each and every year.

METHOD OF PAYMENT:

Semi-annual payments, in advance.

RENTAL REQPENINGS:

At the 25th and 45th years of the lease term, by staff or independent appraisal.

PERFORMANCE BOND:

Not applicable.

DCCA VERIFICATION:

Not applicable. Applicants as individuals are not required to register with DCCA.

The Milolii-Hoopuloa Fishing Village Association, a Domestic Non-profit Corporation,
registered with DCCA on June 17, 2011.

REMARKS:

Milolii-Hoopuloa Residential State Lease:
Phase II, General Lease Nos. S-5128 to S-5148, excluding cancelled leases S-5146 and S-
5239.

Act 62, Session Law of Hawaii 1982 was enacted into law by then Governor Ariyoshi on
May 10, 1982. The law was enacted to provide lands to relocate village residents or
descendents of the Milolii-Hoopuloa community, which was destroyed as a result of the
1926 Mauna Loa eruption. Act 62 authorizes the Department of Land and Natural
Resources to award long-term residential leases to residents of Milolii and provides
criteria whereby residency can be established for those who were actually displaced by
the 1926 lava flow.
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During the 1984 Legislative session, an amendment to Act 62 was passed, giving the
Milolii Development exemption from “all statutes, ordinances, charter provisions, and
rules of any government agency relating to zoning of land, and the construction of units
thereon.”

At its meeting of June 22, 1984, Item H-2, the Board of Land and Natural Resources
approved Amendment to Administrative Rules, Title 13, Chapter 2 and Conservation
District Use Application for establishment of the Milolii Village Special Subzone,
Subzone Boundary Amendment, and Subdivision for Residential Purposes at Milolii-
Hoopuloa, Hawaii.

At its meeting of December 28, 1984, Item F-3, the Land Board approved the issuance of
direct leases for residential purposes, Milolii and Hoopuloa, South Kona, Hawaii.

At its meeting of April 26, 1985, Item F-2, the Land Board awarded twelve (12) grand-
fathered residences residential leases at Milolii, Phase I, pursuant to Act 62, Session
Laws of Hawaii 1982, as amended by Act 83, Session Laws of Hawaii 1984,

A Milolii-Hoopuloa community association was ori ginally formed under the name of Paa
Pono Milolii. For over 20 years, Paa Pono Milolii served as a representative of the
community association. Most recently, Paa Pono Milolii experienced some internal
problems and was involuntarily dissolved. In February 2003, a Paa Pono Milolii was
reestablished, but research indicated that its purpose was not the same as originally
created or intended as a representative of the Milolii residential lessees. As a result, by
letter dated June 30, 2011, staff was notified of the formation of a “new” association to
represent the lessees of the Milolii-Hoopuloa community under the name of the Milolii-
Hoopuloa Fishing Village Association (MHFVA), a domestic non-profit corporation,
which registered with DCCA on June 17, 2011.

No government agencies or community interest groups were solicited for comments, as
there will be no new dispositions or change in land use.

Although the Land Board could establish a higher rent, the Land Board’s current
minimum rent policy that was established to cover the administrative cost in managing a
lease on an annual basis is $480 per year or $40 per month.

At its meeting of January 13, 2012, under agenda D-12, the Land Board approved the

reconsideration of rent over eleven (11) State residential leases under Phase I of the same
development, using the minimum rent policy at $480 per year, or $40 per month.

- ANALYSIS:

On May 13, 2005, the Land Board established a Minimum Rent Policy that stated, among
other things, that the Minimum Rent for New Dispositions shall be $480 per year for
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leases. Leases are typically issued via public auction to for profit organizations or
directly to non-profits. The subject leases were issued directly as a result of Act 62,
Session Laws of Hawaii 1982, and all other laws to the contrary notwithstanding,
including Chapter 171, Hawaii Revised Statutes.

Staff recommends the Land Board establish the rental-reopening rate at the minimum
amount of $480 per year for Phase II, based on the Land Board’s current minimum rent
policy. Staff believes the minimum rent of $480 per year for Phase II is fair and
equitable, especially in light of the Land Board’s reaffirmation of the Board’s minimum
rent policy on those Lessees of the Phase I reopening, Item D-12, January 13, 2012.

RECOMMENDATION: That the Board:

A. Determine that the lease rent commencing December 31, 2011, under General
Lease Nos. S-5128 to S-5148, except for cancelled leases S-5146 and S-5239,
shall be:

1. $480 per year, in advance, in semi-annual installments of $240, due on the
First of January and July of each and every year;

2. Such other terms and conditions as may be prescribed by the Chairperson
to best serve the interest of the State.

Respectfully Submijtted,

LM —

) /esley T. Matsunaga
~ Land Agent

APPROVED FOR SUBMITTAL:

e i)

William J. Aila, J‘f., Chairperson

X
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