
STATE OF HAWAII 
DEPARTMENT OF LAND AND NATURAL RESOURCES 

Division of Boating and Ocean Recreation
Honolulu, Hawaii 96819

January 22, 2021

Chairperson and Members 
Board of Land and Natural Resources 
State of Hawaii 
Honolulu, Hawaii 

Land Board Members: Statewide

SUBJECT: Adoption of the Division of Boating and Ocean Recreation Sublease 
Rent Participation Policy. 

PURPOSE:

To allow the Division of Boating and Ocean Recreation (“DOBOR”) to implement a Sublease 
Rent Participation Policy that is consistent with that directed and approved by the Board of 
Land and Natural Resources (“Board”) for determination of sublease rent participation in 
leases where participation is allowed, but no framework exists to determine the state’s level of 
participation. 

LEGAL REFERENCE:

Chapter 171-36(a) (6):

“The lessee shall not sublet the whole or any part of the demised premises except with the 
approval of the board; provided that prior to the approval, the board shall have the right to 
review and approve the rent to be charged to the sublessee; provided further that in the case 
where the lessee is required to pay rent based on a percentage of its gross receipts, the 
receipts of the sublessee shall be included as part of the lessee's gross receipts; provided 
further that the board shall have the right to review and, if necessary, revise the rent of the 
demised premises based upon the rental rate charged to the sublessee including the 
percentage rent, if applicable, and provided that the rent may not be revised downward;”

Item J-2
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BACKGROUND: 

At its meeting on January 13, 2017, under agenda item J-4, the Board approved staff’s 
request, as amended, to adopt a sublease rent participation policy based on the policy used by 
Land Division. Board minutes of the 2017 meeting explain the Board amendment, which 
involved deletion of section C(ii) of the existing Land Division policy.  Section C(ii) allowed 
for sublease rent participation - in instances where the lessee owns the improvements - due to 
the age of the improvements (including the extent to which those improvements have been 
amortized), the relation between maintenance expenditures and sublease rental revenue and 
the extent to which the lessee occupies the lease premises for its own business (see Exhibit 
A).  The Board questioned the appropriateness of this provision for DOBOR.  The Board 
noted that Land Division did encounter leases in which the lessee owned the improvements, 
yet also had sufficient time to amortize the cost of those improvements and was subletting 
the leased premises for amounts that greatly exceed the rent paid to the State (leases for cell 
tower transmitters were used as an example).  However, the Board was not aware that the 
same circumstances applied in the context of DOBOR leases, and the Board instructed staff 
to: (1) continue the discussion on this aspect of the rent participation policy; and (2) come up 
with better wording for that section as applied to DOBOR leases.   

REMARKS:

Since the adoption of DOBOR’s sublease rent participation policy, staff conducted additional 
research and identified DOBOR leases where rent participation is warranted for the same 
reasons that justified rent participation in Land Division leases.  For example, a DOBOR 
lease to Honokohau Harbor tenant GKM features lessee-owned improvements that have been 
fully or substantially amortized, and the lessee (GKM) derives substantial revenue from 
numerous subleases that is greatly in excess of the ground lease rent.  Accordingly, in 
connection with pending and future consents to these and similar DOBOR subleases, 
DOBOR seeks to update its rent participation policy.  Specifically DOBOR seeks either to 
include section C(ii) of the current Land Division policy in DOBOR’s rent participation 
policy, or adopt an alternative rent participation policy (discussed below) that would be 
applicable to sublease consent in situations where the lessee owns the improvements.    

First, applicable law (Chapter 171-36(a)(6)) allows revisions to rent in connection with 
consent to proposed subleases.  In addition, lease terms (like those in the GKM lease) 
typically allow the Board to revise the rent and/or the rent structure charged to the lessee as a 
condition of consent to a proposed sublease from the lessee. 

To address the disparity between the sublease rents collected by the lessee and the lease rent 
it pays to the DOBOR, staff procured the services of Sidney K. Komatsu of Lesher Chee 
Stadlbauer (“Appraiser”) to assist in the formulation of an alternative rent participation 
policy for DOBOR to apply statewide, based on pertinent industry standards. 
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After consulting with several market participants, including the State of Hawaii and private 
lessors, the appraiser concluded that there is a wide variability in the context of sublease rent 
participation, and participation rates varied from 1.5% to 50%. 

The appraiser recommended a flat percentage to determine percentage rent participation as an 
alternative to the formula used in the Land Division policy, based on ease of application.  His 
rationale being that the administrative and legal costs associated with administering lessor 
consents for projects with multiple sublessees would be lower using a flat percentage, not to 
mention the greater ease in determining the participation amount. 

The appraiser recommended a participation rate of between 3% and 4%. Staff recommends 
that the range be slightly broader, with a standard participation rate of between 3% and 5%, 
to be applied in circumstances where the lessee’s improvements are substantially or fully 
depreciated.  Staff also requests discretion to deviate from the range in circumstances where 
there has been little or no time to amortize improvements, or where the revenue from the 
sublease rents is not substantially in excess of the rent paid by the lessee to the State.   

Alternatively, if the Board is not inclined to take action that would result in one rent 
participation policy for Land Division and a different rent participation policy for DOBOR, 
staff requests that the Land Division policy be applicable to DOBOR in its entirety.   

Staff believes that either alternative in this proposal is justified and a win-win for DOBOR
and its lessees. Adopting an appropriate rent participation policy for these circumstances will 
enable DOBOR to recover some of the difference between what the lessee collects in 
sublease rents versus what it pays in ground rent, when it is appropriate to do so.  The 
flexibility built into either approach also allows the lessee to achieve a reasonable return on 
its investment and avoid rent participation for sublease consents where the lessee has not had 
sufficient time to amortize improvements.  

RECOMMENDATION: That the Board approve adoption of the new rent participation 
policy (as revised by staff and supported by the appraisal report), or alternatively that the 
Board adopt for DOBOR the same rent participation policy used by Land Division.   

Respectfully Submitted,

________________________________
EDWARD R. UNDERWOOD, Administrator
Division of Boating & Ocean Recreation
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APPROVED FOR SUBMITTAL: 

____________________________ 
SUZANNE D. CASE, Chairperson 
Board of Land and Natural Resources

Attachments: 
A. Board Action of January 13, 2017, Item J-4
B. Lesher Chee Stadlbauer Consulting Report























































EXHIBIT B
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LESHER• CHEE • STADLBAUER, Inc. 

Lesher Chee Stadlbauer, Inc. (LCS) is a full service real estate valuation and consulting 
practice headquartered in Honolulu, Hawaii and serving the Pacific Basin (Hawaii, Micronesia and 
the South Pacific) since 1970.  The concentrates principally in commercial, 
industrial, hospitality, residential development (on an entire project basis), and specialty property 
types.  We are also experienced with complex engagements involving partial real estate interests, 
life estates, leased fee interests and real estate tax credits.  Analyses employing modeling 
software (Argus) are regularly performed with copies via compact disk available at the client’s 
request.  The  includes market studies, feasibility analysis, highest and 
best use studies, location analysis, rent studies, appraisal review, arbitration, tax appeal, and 
litigation support services. 
 
Members of our firm include highly recognized and qualified real estate professionals with 
extensive experience in assisting land owners, real estate managers, developers, lenders, 
investors, trusts, attorneys and governmental agencies in the solution of real estate problems 
requiring objective valuation and evaluation analyses. 
 
Raymond A. Lesher, MAI, CRE (1928 – 2000), our founder, was recognized both in the 
Pacific and nationally as a practicing appraiser, educator and author during a distinguished 50-
year career in the appraisal profession.  Following the relocation of his practice to Hawaii from 
Connecticut in 1970, the focus of Mr. Lesher’s practice was in the Hawaiian Islands and Pacific. 
 
The current principals of LCS are Steven D. Chee, MAI, Stephen E. Stadlbauer, MAI, and 
Sidney K. Komatsu, MAI, CCIM.   
 

Mr. Chee specializes in valuation and consulting assignments involving residential 
development, development land, complex income properties, resort and hospitality 
properties, and leased fee interests.  Mr. Chee is a recognized industry leader in the 
valuation and analysis of large residential developments in the State of Hawaii and has 
been involved in over 50 engagements involving proposed residential development 
within the past five years.  He is also available for arbitration assignments or 
engagements involving testimony as a qualified expert in real estate valuation.  

 Mr. Stadlbauer’s diverse income property background includes valuation and consulting 
involving existing and proposed self storage facilities, large industrial and retail 
projects, specialized elderly housing (inclusive of assisted living facilities and nursing 
homes) and multi-family housing inclusive of low-income housing tax credit (LIHTC) 
projects.  Mr. Stadlbauer is one of a limited number of appraisers in Hawaii approved 
by the U. S. Department of Housing and Urban Development ( ) to provide 
appraisals under Section 223( ); Mark-to-Market assignments for the MAP program.  He 
is also available for arbitration assignments or engagements involving testimony as a 
qualified expert in real estate valuation.   

 Mr. Komatsu primarily focuses on retail and office properties.  Other practice areas 
include litigation support, real property tax appeals, industrial, multifamily, ground 
leased fee interests, and ground rent matters.  Mr. Komatsu is a graduate of the 
University of Colorado and holds an M.B.A. from the Shidler College of Business.  He is 
also available for arbitration assignments or engagements involving testimony as a 
qualified expert in real estate valuation.   
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Clients are assured that all engagements performed by our 
practice are led by one of our principals   Under this structure we 
maintain a consistent level of quality and detail.  The principals are 
assisted by a qualified staff of professionals including:   
 

 Lianne K. S. Poppinga, CRA (Real Property Analyst) is a 
Certified Residential Appraiser (CRA) licensed in the State of 
Hawaii.  Ms. Poppinga, a graduate of the University of Hawaii, 
practiced as an independent fee appraiser for ten years prior to 
joining LCS.   

 Matthew Balkin, CGA (Senior Real Property Analyst) is a 
Certified General Appraiser (CGA) licensed in the State of Hawaii 
with expertise in various practice areas inclusive of affordable 
rental housing projects involving LIHTC.  Mr. Balkin is a graduate 
of the University of Washington and previously worked as a 
legislative aide and research analyst in the Hawaii State Senate.   

 Desiree L. Manuel, Esq. (Real Property Analyst) is a graduate 
of Pepperdine University and received her Juris Doctorate from 
the University of Hawaii - William S. Richardson School of Law 
and was admitted to the Hawaii State Bar Association in 
2015.  Ms. Manuel also holds a Masters of Business 
Administration from the University of Hawaii at Manoa and is an 
Associate Member of the Urban Land Institute (ULI Hawaii) - 
Young Leaders Group. 

We would be delighted to meet with you at your convenience to further 
discuss our services and how we can be of assistance to you.  Following, 
we have included a sampling of major clients for whom this practice and 
its principals have completed assignments as well as certain reference 
sources. 
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ESTATE AND LAND COMPANIES
 

  Alexander & Baldwin, Inc.    Amfac, Inc. 
  Bernice Pauahi Bishop Estate    Chrysler Realty Corporation 
  C. Brewer & Company     Estate of Samuel M. Damon 
  Estate of James Campbell    First Hawaiian Trust 
  Grove Farm Land Corporation    Grove Farm Properties 
  Iolani Schools      Kaneohe Ranch 
  Knudsen Farms (Kauai)     Liliuokalani Trust 
  McCandless Properties     The Nature Conservancy 
  Oceanic Properties     Bank of Hawaii Trust 
  Parker Ranch      The Queen Emma Foundation 
  Theo H. Davies, Co., Inc.    Trust for Public Lands 
  Victoria Ward, Limited     W.H. Shipman, Limited 

 
 

FINANCIAL INSTITUTIONS 
 
  American Savings Bank     Bank of America 
  Bank of Hawaii      Bank of the West 
  Bank of Tokyo      Bank of the Midwest 
  Citicorp       Central Pacific Bank 
  Chase Manhattan Bank     Duetsche Bank 
  Finance Factors, Ltd.     First Federal Savings 
  First Federal Savings (Arkansas) United   First Hawaiian Bank 
  First National Bank of Chicago    Fleet Bank 
  Fremont Investment and Loan    Hawaii National Bank 
  GMACCM      HSBC 
  Homestreet Financial     La Jolla Bank 
  Metropolitan Mortgage and Securities   Mitsui Trust & Banking Co., Ltd. 
  Nippon Credit Bank     Pacific Guardian Life 
  Pacific Capital Funding     Royal Bank of Canada 
  Sanwa Bank       Transpacific Mortgage 
  TRI Capital Corporation      Western Farm Credit Bank 
  Shinsei Bank       Wells Fargo 
 
 

BUILDERS AND DEVELOPERS 
 
  A & B Properties     Andre Tatibouet 
  Bill Mills       BIGI Corp. 

Castle & Cooke Properties, Inc.    CMI Corp. 
Dole Food Company, Inc.    Coastal Rim Properties  
Finance Realty      Front Street Properties 
Gentry Pacific, Ltd.     Grosvenor International Ltd. 
Graham Murata Russell     Halekua Development 
Hawaii States Properties     Hawaiian Dredging 
Hawaiian Electric Industries, Inc.   Hawaiian Investment Co., Inc. 
Herbert K. Horita Realty     Houma Investment 

W.H. Shipman, LimitedW.H. Shipman, Limited
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Sanwa Bank Sanwa Bank 
TRI Capital Corporation TRI Capital Corporation 
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BUILDERS AND DEVELOPERS
(Continued) 

 
The MacNaughton Group    Mike Klein 
The Maryl Group     Pacific Construction, Ltd. 
Pan-Pacific Development    Pankow Development Inc. 
Pili Hale Associates     Princeville Development Corp. 
Public Storage, Inc.     Reynolds + Shidler 
Rick Rainalter      Stark Development Co., Ltd. 
Stanford Carr Development    Toya Real Estate Company 
West Beach Estates     Waitec Development Inc. 
Waikamilo Properties     WCC Partners 
 
 

INDUSTRIAL AND COMMERCIAL 
 

AT & T Global Solutions     Barnwell Industries 
Better Brands, Ltd.     C. Brewer & Company 
C. Itoh & Company (America)    California & Hawaiian Sugar Co. 
Castle & Cooke Terminals, Ltd.    Chevron U.S.A., Inc. 
Communications Satellite Corp.    Daiichiya – Love’s Bakery 
Fisher Hawaii      GASPRO 
GTE Hawaiian Telephone    Halekulani Corporation 
Hawaii Meat Company     Hawaiian Electric Co., Inc. 
Heftel Broadcasting Corp.    I & F Company (Japan) 
Kaiser Permanente     Kodak Corporation 
Lockheed Martin     Lone Star Hawaii Properties 
Mitsui Mutual Life Ins. Co.    Northwestern Mutual Life 
Pacific Resources, Inc.     Shell Oil Company 
Sony Corporation (Hawaii)    Texaco, Inc. 
Theo H. Davies & Co., Ltd.    Times Supermarkets 
Wilcox Memorial Hospital 

 
 

FEDERAL GOVERNMENT 
 

Department of the Air Force    Department of the Army 
Department of the Navy     Department of Transportation 
Federal Aviation Administration (FAA)   FDIC 
Federal Savings & Loan Ins. Corp. (FDLIC)  Internal Revenue Service 
National Weather Service    U.S. Army Corps of Engineers 
U.S. Department of the Interior    U.S. Department of Justice 
U.S. General Services Administration (GSA)  U.S. Fish & Wildlife 
United States Postal Service 

 
 

CITY AND COUNTY OF HONOLULU 
 
  Department of Budget and Finance   HFCDC 
  Department of Public Works    Dept. of Corporation Counsel 
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STATE OF HAWAII
 

Department of the Attorney General  Dept. of Hawaiian Home Lands (DHHL) 
Department of Land and Natural   Aloha Tower Development Corp (ATDC) 
   Resources (DLNR)    Hawaii Housing Authority (HHA) 
Housing and Community Development 
   Corporation of Hawaii (HCDCH)  Office of State Planning 
University of Hawaii    HCDA 

 
 

OFF-SHORE 
 

Republic of the Marshall Islands  Marshall Islands Nuclear Claims 
Tribunal 

 
 

ATTORNEYS AND ACCOUNTANTS 
 

Alston Hunt Floyd & Ing    Ashford & Wriston 
Capital Realty Advisors    Case Bigelow & Lombardi 
Carlsmith Ball     Pricewaterhouse Coopers 
Crabtree & Hoshibata    Dwyer Imanaka & Schraff 
Chun Kerr Dodd Beaman & Wong  Goodsill Anderson Quinn & Stifel 
Friedman Collard Cutter & Pennetton (CA) Kemper and Watts 
KPMG Peat Marwick    McCorriston Miller Mukai MacKinnon 
Kobayashi Sugita & Goda   PKF Hawaii 
Ning Lilly & Jones    Tam O’Connor Henderson Taira & 
Reinwald O’Connor & Playdon      Yamauchi 
Bays Deaver Lung Rose & Holma 

 
 

SOURCES FOR REFERENCE PURPOSES 
 

A sampling of selected references acknowledging the professional real estate 
appraisal or consulting services provided by Mr. Stadlbauer, MAI and 
Mr. Chee, MAI, MRICS as the Principals of Lesher Chee Stadlbauer, Inc., are 
shown following: 

 
Mr. David Shibata    Ms. Lesley M. Love, MAI 
Managing Partner    Executive Advisor, Investments 
Rush Moore LLP    Robertson Properties Group 
737 Bishop Street, Ste. 2400   120 N. Robertson Boulevard 
Honolulu, HI  96813    Los Angeles, CA  90048 
Phone:  (808) 521-0408    Phone:  (310) 855-8231 
DShibata@rmhawaii.com   llove@decurion.com 
 
Mr. Scott Rodie     Mr. Scott L. Mitchell (B) 
Vice President and Chief Appraiser  Executive Vice President 
Bank of Hawaii    Colliers International US/HI 
130 Merchant Street, 9th Floor   220 South King Street 
Honolulu, HI  96813    Suite 1800 
Phone:  (808) 694-4556    Honolulu, HI  96813 
srodie@boh.com    Phone:  (808) 523-9702 

       Scott@ColliersHawaii.com 

TribunalTribunal

ACCOUNTANTSACCOUNTANTS
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Dwyer Imanaka & Schraff

Chun Kerr Dodd Beaman & WongChun Kerr Dodd Beaman & Wong    Goodsill Anderson Quinn & Goodsill Anderson Quinn & 
Friedman Collard Cutter & Pennetton (CA)Friedman Collard Cutter & Pennetton (CA) Kemper and WattsKemper and Watts

Kobayashi Sugita & GodaKobayashi Sugita & Goda   

Reinwald O’Connor & PlaydonReinwald O’Connor & Playdon      
Bays Deaver Lung Rose & HolmaBays Deaver Lung Rose & Holma
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SOURCES FOR REFERENCE PURPOSES
(Continued) 

 
Ms. Roberta O. Ishikawa, MAI, SRA  Mr. Deepak Neupane 
Chief Appraiser     Director of Planning and Permitting 
Appraisal Department    State of Hawaii - HCDA 
American Savings Bank   547 Queen Street 
P. O. Box 2300     Honolulu, HI,  96813 
Honolulu, HI  96813    Phone:  (808) 594-0338 
Phone:  (808) 526-2122    deepak.neupane@dbedt.hawaii.gov 
rishikawa@asbhawaii.com 
 
Mr. Bruce Voss      
Partner       
Bays Lung Rose & Holma    
700 Bishop Street, Suite 900 
Honolulu, HI  96813     
Phone:  (808) 523-9000     
bvoss@legalhwaii.com     
 

 



PROFESSIONAL QUALIFICATIONS OF 
SIDNEY K. KOMATSU, MAI, CCIM 

PROFESSIONAL EXPERIENCE 

LESHER CHEE STADLBAUER, Inc., Real Estate Appraisal, Arbitration & Consulting, Honolulu,
Hawaii (2004 to present)

Principal

TITLE GUARANTY OF HAWAII, Escrow & Title Services, Honolulu, Hawaii (2003 to 2004)

Escrow Associate

JP MORGAN CHASE, Boston, Massachusetts (2001 to 2003)

Mutual Fund Accountant

QUALIFIED EXPERT WITNESS 

Mr. Komatsu has been accepted as an expert witness in real estate valuation in court and arbitration 
proceedings.   

PROFESSIONAL ORGANIZATIONS AND LICENSES 

Appraisal Institute

Designated Member (MAI), Member No. 489627

CCIM Institute

Designated Member (CCIM), Certificate No. 14226

State of Hawaii Certified General Appraiser

License No. CGA-800, Expiration Date: December 31, 2021

Urban Land Institute

General Member, 2006 to present

Urban Land Institute

Young Leader Executive Committee Member, 2008-2011

Hawaii Chapter of the Appraisal Institute

Director, 2015

EDUCATION 

Master of Business Administration, University of Hawaii � Manoa, Honolulu, Hawaii

Bachelor of Science, Finance, University of Colorado � Boulder, Colorado

Punahou School - Honolulu, Hawaii

Mr. Komatsu has been accepted as an expert witness in real estate valuation in court and arbitration Mr. Komatsu has been accepted as an expert witness in real estate valuation in court and arbitration 
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