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STATE OF HAWAI’I 

DEPARTMENT OF LAND AND NATURAL RESOURCES 
 Division of Boating and Ocean Recreation 

Honolulu, Hawai’i 96819 
 

May 11, 2018 
 
Chairperson and Members 
Board of Land and Natural Resources 
State of Hawai’i  
Honolulu, Hawai’i  
 
Land Board Members: 

 
 
SUBJECT: REQUEST FOR REDUCED RENT FOR REVOCABLE PERMIT NO. 29 

TO ISLAND OF HAWAII YMCA; SOUTH KAWAIHAE SMALL BOAT 
HARBOR, ISLAND OF HAWAI’I, HAWAI’I; TAX MAP KEY: (3) 6-1-
003:022 (PORTION) 

 
 
APPLICANT:   
 
Island of Hawaii YMCA (YMCA), a Hawai’i, 501(c)(3) non-profit corporation, whose mailing 
address is 300 W. Lanikaula Street, Hilo, Hawaii 96720. 

 
LEGAL REFERENCE: 
 
Sections 171-13, 171-55 and 171-43.1, Hawai’i Revised Statutes, as amended. 
 
LOCATION: 
 
Portion of Government lands situated at South Kawaihae Small Boat Harbor (KSBH), Island of 
Hawai’i, Hawai’i. Tax Map Key: (3) 6-1-003:022 (portion), as shown on the attached map 
labeled EXHIBIT A; hereinafter referred to as the Premises. 
 
LAND AREA: 
 
Approximately .14 acre, more or less. 
 
ZONING: 
 
State Land Use District:  Urban 
County of Hawai’i  CZO:  MG-1a, Open     
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TRUST LAND STATUS: 
 
Section 5(b) lands of the Hawai’i Admission Act:  YES 
 
DHHL 30% entitlement lands pursuant to the Hawai’i State Constitution: NO  
 
CURRENT USE STATUS: 
 
Currently encumbered by Revocable Permit No. 29, to YMCA, expiring June 30, 2018. 
 
Set Aside for Public Use of Land, under Governor’s Executive Order No. 1759, for the Kawaihae 
Harbor project. 
 
CHARACTER OF USE: 
 
YMCA shall occupy and use the Premises for the specified purposes only:  sailing programs, 
storage purposes, marine education and youth programs. 
 
The Permittee may also occupy and use the Premises for any other use permitted under applicable 
county zoning, subject to the prior approval of the Chairperson of the Board and the Permittee's 
compliance with Chapter 343, Hawai’i Revised Statutes. 
 
COMMENCEMENT DATE: 
 
July 1, 2018 or to be determined by the Chairperson. 
 
CURRENT MONTHLY RENTAL: 
 
 $393.33 per month, payable in advance by the first of each and every month. 
 
COLLATERAL SECURITY DEPOSIT: 
 
Twice the Monthly Rental. 
 
DCCA VERIFICATION: 
 

Place of business registration confirmed: YES   X           NO      
Registered business name confirmed:  YES   X           NO      
Applicant in good standing confirmed: YES   X           NO      

 
BACKGROUND: 
 
At its meeting on January 27, 2017, under agenda item J-1, the Board of Land and Natural 
Resources (Board) approved and amended the submittal for the continuation of eight (8), 
Revocable Permits (RPs), located in the Honokohau Small Boat Harbor (HSBH), for an additional 
six (6) month period, retroactively from January 1, 2017, to June 30, 2017, with rent set at the 
established appraised market value, to commence on February 1, 2017. 
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With respect to the non-profit permittees, the Board amended staff’s submittal to provide that the 
affected non-profit organizations be afforded the opportunity to request discounted rent for 
consideration by the Board, by providing such request and documentation in support of the 
submission of a written request, to the Division of Boating and Ocean Recreation, (DOBOR) 
within ninety (90) days of notification.     
 
On or about February 17, 2017, DOBOR notified the Hawaii Island non-profit permittees of the 
opportunity to request discounted rent.  They were advised to submit a written request, with 
documentation in support of the request, as follows:   
 
1) Internal Revenue Service (IRS), certification of tax exempt status under 501(c)(3); 
2) Organizational Charter (or Articles of Incorporation) which explains the mission and 

purpose for the organization’s existence;  
3) Bylaws or rules and regulations that the organization must abide by; 
4) Income Statement (prior tax year, income and expense including payroll), and enumerating 

any income from rentals or fees for use of the property that is the subject of the Revocable 
Permit; and  

5) A description of how, and to what extent, the charitable organization benefits the 
community and the public at large, beyond benefits to the membership of the organization. 

 
On April 2017, Chairperson Case requested that a staff committee (Committee), review the 
Department of Land and Natural Resources’ (DLNR) Non-Profit Lease and Revocable Permit 
Discounted Value Determination Practice and Protocol.  The Committee was tasked to make 
recommended changes to the Board to ensure the process serves the public trust and provides 
equitable inclusiveness and consistency. 
 
1) The following DLNR staff members served on the Committee: 

• Ms. Pua Aiu, Chair’s Office 
• Mr. Barry Cheung, Land Division 
• Mr. Sang Kim, Division of State Parks 
• Mr. Steve Lau, Division of State Parks 
• Mr. Dana Yoshimura, Division of Boating and Ocean Recreation 
 

2) The Committee’s areas of focus were to examine: 
• Purpose for non-profit discounted value. 
• Pricing, including identification and establishment of high value assets. 
• Review of past and current practices. 
• Recommendations for proposed practice and protocol.   
 

3) The expected outcomes were to: 
• Identify best practices and articulate principles to be applied. 
• Update the review protocol and Board submittal process. 
• Present specific items for reconsideration by the Board for discounted value. 
• Have new practices in place at the Department of Land and Natural Resources. 
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To fulfill its mandate, the Committee met April through September of 2017, with these findings: 
 
1) Existing practices: 

• When considering leases to non-profit charitable organizations, the Board issues 
leases by public auction at fair market rent, or by direct negotiation at fair market 
rent, an amount below fair market rent, or minimum rent. 

• On May 13, 2005, the Board established a “Minimum Rent Policy” that stated, 
among other things, that the minimum rent for lease be no less than $480 per year.  

• Land Division generally issues leases at fair market value, as determined by an 
appraiser via public auction, or "nominal consideration" under Section 171-43, set 
anywhere between fair market value, or lower, but not lower than the minimum rent 
of $480 per year. 

• A review of the records indicates that the DLNR has never established written 
protocol or specific rates for discounting the valuation of land dispositions.  

 
2) Conclusions: 

•  Written applications should be evaluated on a case by case basis.  
• Staff should carefully and consistently review the documentation required by HRS 

171-43.1, and any other applicable statutes and/or rules. 
• “Nominal consideration” or “Minimum Rent” should cover all administrative costs 

related to staff review and annual updates of any discounted lease or permit. 
• High value properties should not be discounted. 
• DOBOR staff produced a review process flow chart, attached as EXHIBIT B. 
 

On October 24, 2017, YMCA contacted DOBOR requesting discounted rent for consideration by 
the Board from the current rate of $393.33 to the nominal rate of $40.00 per month for the 
Premises, attached hereto as EXHIBIT C, along with the required documents to support their 
request. 
 
REMARKS: 
 
Hawaii Revised Statutes (HRS), §171-43.1, Lease to eleemosynary organizations, states, “The 
board may lease, at a nominal consideration, by direct negotiation and without recourse to public 
auction, public lands to an eleemosynary organization which has been certified to be tax exempt 
under sections 501(c)(1) or 501(c)(3) of the Internal Revenue Code of 1986, as amended. The 
lands shall be used by such eleemosynary organizations for the purposes for which their charter 
was issued and for which they were certified by the Internal Revenue Service.” 
 
YMCA has used portions of the land and protected waters within the break wall of South Kawaihae 
Harbor for a community based aquatic center since 2000.  YMCA is described as an education-
based, 501(c)(3) non-profit organization and is dedicated to putting Christian principles into 
practice through programs that build healthy spirit, mind and body.   
 
YMCA’s efforts on strengthening the community’s foundation includes nurturing the potential of 
every child and teen through their youth development programs and by improving the health and 
well-being of the community through healthy living.  They also provide support to their neighbors 
through social responsibility.   
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EXHIBIT A



Department of Land and Natural Resources, Division of Boating and Ocean Recreation 

REVIEW PROCESS FOR DISCOUNTED RENT - EXISTING REVOCABLE PERMITS 
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