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

September 24, 2021

Board of Land and Natural Resources PSF No.: 19HD-078
State of Hawaii
Honolulu, Hawaii Hawaii

Approve Evaluation Committee’s Recommendation for Selection of Proposal Submitted
by Tower Development, Inc. in Response to Request for Qualifications / Request for
Proposals for Lease of Improved Public Lands; Waiakea, South Hilo, Hawaii, Tax Map
Key: (3) 2-1-005:020.

BACKGROUND:

At its meeting of December 13, 2019, under agenda Item D-2, the Board of Land and
Natural Resources (Board) approved the publication of a Request for Qualifications /
Request for Proposals (RFQ/RFP) for interested parties to submit proposals for
renovating the former Country Club Condominium Hotel under a new long-term lease.

Specifically, the Board delegated authority to the Chairperson to (i) issue an RFQ/RFP
consistent with HRS §171-59(a) for the selection of the lessee; (ii) establish the criteria
for evaluating and selecting the lessee; (iii) accept and evaluate the applications
submitted by prospective lessees; and (iv) make a preliminary determination and
recommendation to the Board of the best applicant; provided, however, that the RFQ/RFP
documents shall notify all prospective applicants that if Oceanfront 121, Inc. is not
selected as the lessee under the RFQ/RFP, the successful applicant will be required to
reimburse Oceanfront 121, Inc. $158,622.16 for improvements made to the property.

REMARKS:

In accordance with the Board’s approval, Land Division prepared an RFQ/RFP for the
project that was published in the Star Advertiser, the Hilo Tribune Herald and The West
Hawaii Today on August 23, 2020 and posted on Land Division’s website. A copy of the
published RFQ/RFP is attached as Exhibit 1.

A virtual applicant briefing was held on September 1, 2020 at 2:00 PM, at which Land
Division staff discussed the goals of the project and the significant dates set forth in the
RFQ/RFP, including the deadlines for submitting notices of intent, statements of
qualifications (SOQ), and proposals. Three parties timely submitted notices of intent for
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the subject project by the September 11, 2020 deadline: MacDonald Ladd Development
LLC (MLD), Pagoda Hilo Bay LLC (PHB), and Tower Development, Inc. (TDI).!
Additionally, MLD, PHB and TDI each timely submitted SOQs for the project on or
before the deadline of September 30, 2020.

On August 3, 2020, the Chairperson appointed an evaluation committee to review the
SOQs.? On October 16, 2020, the evaluation committee found all three applicants to be
qualified to progress to the second phase of the process, which is the submission of
proposals.

All three applicants submitted their proposals for the property on or before the deadline
of November 30, 2020. The selection date published in the RFQ/RFP was December 15,
2020. However, that date turned out to be too optimistic. Pursuant to the authority
reserved by the Chairperson in the RFQ/RFP, at Land Division’s request the Chairperson
extended the selection date five times to July 15, 2021.

After careful review, on July 8, 2021 the evaluation committee made a preliminary
selection of TDI’s proposal and is recommending that the Board approve the selection.
TDI is an affiliate of WHR LLC, which holds General Lease No. S-5844 (GL5844) for
the Grand Naniloa Hotel next door to the subject property. TDI proposes to retain
existing building envelopes, demolish current interior improvements and exterior
cosmetic and deferred maintenance items and substantially renovate the balance of the
project. Applicant will pay all costs of repair and renovation with no subsidy from the
Department. The renovated buildings will be put into operation for transient
accommodations as a Home2 Suites or another limited service branded hotel by Hilton.
TDI plans to use the same management company for the renovated property as WHR
uses for the Grand Naniloa Hotel. TDI may sublease portions of the subject property for
food and beverage and tourism activities. TDI intends to employ about 50 employees in
the new hotel operations.

A table listing the main criteria considered by the evaluation committee in making its
selection is attached as Exhibit 2. The table compares the three proposals received. TDI

1 A fourth interested party, Local Local Homes LLC (LLH), submitted a late notice of intent on
September 23, 2020. This was 12 days after the published deadline of September 11, 2020. LLH also
submitted SOQs for the project, but was notified by letter dated October 15, 2020 that its untimely
submission of a notice of intent barred it from further consideration in the process.

2 As initially constituted, the evaluation committee consisted of five members. At the time of the SOQ
review, one member was unavailable to participate. On October 13, 2020, the Chairperson approved an
amendment to the designation of the evaluation committee to clarify that the committee could conduct
business with only four members participating. On November 18, 2020, the Chairperson approved the
addition of a sixth member to the committee and all six were involved with the review of submitted
proposals.
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agreed to the disclosure of its initial proposal in unredacted form, and a copy of the
unredacted proposal is attached hereto as Exhibit 3.> TDI additionally provided its
resume to the evaluation committee, and a copy of the resume is attached as Exhibit 4.
MLD and PHB agreed to the disclosure of redacted versions of their proposals, which are
attached as Exhibit 5 (MLD proposal) and Exhibit 6 (PHB proposal).

TDTI’s total estimated project cost is $20 million, of which about $15.1 million is hard
costs, and assumes TDI pays for demolition. In the first year of hotel operations, TDI
projects about $5.4 million in total revenue, with revenues increasing each year
thereafter. TDI’s projected timeline for the project is three months for the negotiation of
the development agreement, six months for lease approval, 18 months for design, Board
approval, and permitting, and 18 months for construction. A 30-day employee training
period would precede opening of the hotel for business.

TDI’s proposal pays rent to the State beginning in year two of the lease (after a one-year
rent waiver). The proposed rent is $75,000 per year for the first ten years and steps up
1.5% per year beginning in year eleven. The rent may be near market rent considering
the extent of the investment required to be made in the property. As discussed below, an
appraisal will be procured to determine fair market rent based applicant's investment in
demolition/renovation.

By comparison, MLD proposed to convert the building to 65 affordable apartments for
seniors. MLD estimated total project costs of about $28 million, with a construction
budget of about $19 million. In the first year of operations, MLD projected about
$650,00-700,000 in rent revenue, with revenue increasing each year thereafter.

PHB proposed to redevelop 152 units of the existing building, with initially 60% of the
units available for transient accommodations and 40% used for long-term rental. PHB’s
long-term goal was for the property to be used 100% for transient accommodations.
PHB’s proposed renovations were estimated to cost between $7-9 million and take one
year to complete. PHB’s total revenue projections for lease year 1 (prior to renovation)
were $1.2 million, increasing in subsequent years. After completion of renovations in
year 4, PHB projected total revenues at $2.9 million per year.*

As staff reported to the Board at its meeting of December 13, 2019, Item D-3, one of the
challenges with the subject property is the limited land area available for parking. The
Erskine Architects Report of June 29, 2016, which conducted a detailed review of the

3 At the request of the evaluation committee, TDI submitted additional financial material for review
including detailed demolition and construction budgets and schedules, and projections for revenue and
operating expenses. TDI has identified this material as proprietary and confidential business information
and requested that it not be disclosed.

4 For additional details on MLD’s and PHB’s proposals, see Exhibits 2, 5 and 6 attached.
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property, found that current County of Hawaii codes require a total of 286 spaces for the
project in contrast to the 65 spaces currently available. TDI proposes to remedy this by
having WHR LLC sublease a portion of the golf course under GL5844 to TDI for
parking. Any such sublease would require the Board’s prior written approval.

Additional elements of TDI’s proposal include: (1) allowing up to one acre of the golf
course portion of GL5844 to be used as public parking for the Reeds Bay Park, (2)
providing up to one acre of additional golf course lands to be used as trails through the
golf course from the corner of Banyan Drive and Highway 10 to the southern side of the
golf course at a location to be determined by Hilo Bayfront Trails; and (3) dedicating the
rest of the golf course to the Department and the County for future public uses. Again,
all such proposed actions would require the Board’s prior written approval and are not
before the Board today.

If the Board approves the evaluation committee’s selection, the next step in the process is
for Land Division to negotiate a development agreement for the demolition/repair/
renovation project and lease with TDI. As part of the negotiations, Land Division will
procure an appraisal of the fair market rent payable for the property based on TDI’s
proposal. Land Division started on the procurement but held off ordering the appraisal
when it was determined that the appraisal cost for this property alone would be about
$6,250. Because TDI will have to pay the cost, staff decided it would be prudent to
present the evaluation committee’s recommendation to the Board for approval prior to
incurring the cost.

Once the development agreement is negotiated and the rent is determined, Land Division
will return to the Board for approval of the development agreement and the form of lease
to be executed once the conditions of the development agreement are satisfied. The
development agreement will provide additional detail on the project scope and cost.

RECOMMENDATION: That the Board:

1. Accept and approve the evaluation committee’s recommendation to select TDI as
the developer/lessee of the subject property.

2. Authorize the negotiation of a development agreement and proposed lease form
with TDI subject to the terms and conditions cited above, including, without
limitation, a requirement for TDI to reimburse Oceanfront 121, Inc. $158,622.16
for improvements the latter made to the property. Once the development
agreement and lease form are negotiated, staff shall present the development
agreement and proposed lease form to the Board for approval prior to execution.
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Suzanne D. Case, Chairperson
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Respectfully Submitted,
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September 24, 2021

Kevin E. Moore
Assistant Administrator
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REQUEST FOR QUALIFICATIONS /
REQUEST FOR PROPOSALS
FOR THE REPAIR, RENOVATION AND OPERATION OF
THE FORMER COUNTRY CLUB CONDOMINIUM HOTEL

HILO, ISLAND OF HAWAII, HAWAII

STATE OF HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
LAND DIVISION

August 23, 2020

EXHIBIT 1



TABLE OF CONTENTS

NOTICE TO INTERESTED PARTIES ....ooeiiiiiiiiieeee et [
NOTICE OF INTENT
R | I @ 116 [ I [ ] N U 1
BACKGIOUNG ...ttt e e e e et e e e e e e e e 1
PUIPOSE e 1
Subeet Properil s s s s oo oo Smmm S0 SRSy E L S S 2
Required Repairs and RenoVations .........cooooiiiiiiiiiiiii e 2
Permitted USES ... e 2
Special Management Area (“SIMA”) ... e e 2
FIOOA ZONES ...t 2
HIlo OPPOITUNILY ZONE ....iiiiiiieeii et 3
Condition of SUDJECt PTrOPEItY ......oooiiiiiiiiiiiee e 3
PNURROTIEY: s csmsmmnis svmvnn vmumss e55wsws 5555555 £5.605550 50 S ainss no s s S s SRS S o180 S8 08 SR8 R RS RS REREe E 4
NOLICE OF INTENT....ee e 4
RFQ/RFP Solicitation and Selection ProCeSS..........ccciiiiiiuiviiiiiiiiiieeeeeeeeeeeeeceeee e, 4
Development AQreemEnt ...t e e e e e et ae e e e eravnnees 5
Significant Dates and TIMES........ooviiiiiiiii e 5
Issuing Office and Contact Person .........coooiiiiiiiiiiiiii e 6
Reguest for ClarifiCation s simss s smmmsis smssis swmmss s 550 5w 555555 G55 sbrmnmmss wsmonrs nos 6
Confidential INformation ...........ooiiiiiiiiie e 6
Land DivisSion OffiCES ....uuiiiiiiiii i 7
[I. DEVELOPMENT OBJECTIVES ... .o 7
[l. REQUEST FOR QUALIFICATIONS (*RFQ”) ceeeiiiieieeeeeeeeeeee e 8
INEFOAUCTION .. 8
FaN o] o] [Toz= T ol =T (=11 0o [PPSR 8
oy iTel=F o) [11=] | MREE——————————— O ST SO S 8
SubmisSIoN REQUIFEMENTS ....ooiiiiiiiiiiiiiiiii e 8
SOQ SubmissioN DEAANING ......coeiiiiiiiiiii e 11
Evaluation of QUalificationS .........cooiiiiiii 11
V. REQUEST FOR PROPOSALS ("RFP") .ceiiiiiiiiiiiiiiiee et 13
INEFOAUCTION .. e e e e e e e e e e e e e e e e e e e aaaane s 13
APPlICANt BRETING ... 13
SOQ and RFP Submission ReqUIreMENES..........ccooiiiiiiiiiiiiiiccc e, 13
RFP SUbmission DEaEING us sevss s s s s s i 50 s 6 @i 6 sims s 18
EVvaluation ProCEAUIES ........uuiiiiie oo, 19
RFEP SeleCtion Criteria .......ooiiiiiiiiiieeeeeeeeeeee e 19
V. EXCLUSIVE NEGOTIATIONS / DEVELOPMENT AGREEMENT .......ccovviiiiiiiiieeeiciiiee 20
Exclusive NegotiationS ........iiiiiiiii i 20
Development AQrEBIMIENT vu: ses snws suvams o svsmisss o s soivs i 559 5 51255 43 55555548 Snmves sunmans 21
VI. OTHER TERMS AND CONDITIONS ... ..ottt e e 22
S SICOSYS srumnes vuvson o simmsss i 927 a5 5250 15 SEERRS SHRAES S840 08 EERHE ) FOHEA A fobmmmam o s 22
DLNR’s Non-Liability and WaiVErS ........ccoooiiiiiiii e 22
LR (ST U] o] [=Ted G o T o 1T o YU 23
DLNR'’s Discretion and Reservation of Rights; Cancellation of RFP...............cccccoooo 23

Country Club RFQ/RFP 11



ATTACHMENTS:
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NOTICE TO INTERESTED PARTIES

REQUEST FOR QUALIFICATIONS (“RFQ”) /
REQUEST FOR PROPOSALS ("RFP")
FOR THE REPAIR, RENOVATION AND OPERATION OF THE
FORMER COUNTRY CLUB CONDOMINIUM HOTEL

The State of Hawaii (“State”) Department of Land and Natural Resources
(“DLNR?), is issuing a Request for Qualifications (“RFQ”) / Request for Proposals
(“RFP”) inviting qualified applicants to submit qualifications and proposals for the
repair, renovation and operation of an existing hotel/apartment building on a parcel of
State land in Waiakea, South Hilo, Island of Hawaii, Hawaii, designated as Tax Map
Key: (3) 2-1-005:020 (Parcel 20).

Parcel 20 is located on Banyan Drive on Waiakea Peninsula in Hilo with a
street address of 121 Banyan Drive, Hilo, Hawaii 96720. This RFQ/RFP is intended to
facilitate the repair, renovation and operation of the improvements on Parcel 20
through the issuance of a new lease for hotel/apartment purposes to a qualified
applicant who submits the best proposal to the State.

DLNR intends to select the applicant and repair, renovation and operation
proposal that best satisfies DLNR’s objectives and selection criteria. The selected
applicant will enter into exclusive negotiations with DLNR for a development
agreement that will allow the selected applicant to lease Parcel 20 and repair,
renovate and operate the improvements thereon upon satisfaction of the terms and
conditions of the development agreement. The lease term will be up to sixty-five (65)
years. The selected applicant will be responsible for obtaining all required land use
entitlements and government approvals/permits under the development agreement,
as well as approval of the Board of Land and Natural Resources before a lease may
beissued.

DLNR will hold a briefing for interested parties at 2:00 p.m. on September 1,
2020, to explain the RFQ/RFP process and objectives, and answer questions. The
briefing will be held virtually by Zoom or other virtual meeting platform. Interested
parties can obtain the link to the briefing by emailing dinr.land@hawaii.gov at least
twenty-four (24) hours in advance of the briefing time. Attendance by potential
applicants is encouraged, but not required.

To be eligible for consideration in the RFQ/RFP process, interested parties
must first complete and submit a Notice of Intent form to any of the DLNR Land
Division offices listed below by no later than 4:00 p.m., September 11, 2020. Any
interested party who fails to complete and submit a Notice of Intent form by this
deadline will not be eligible to submit its qualifications and proposal and therefore will
not be considered for this project. The Notice of Intent form is included in this
RFQ/RFP.

The next step of the RFQ/RFP process is the submission of statements of
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qualifications by applicants, which must be submitted by no later than 4:00 p.m.,
September 30, 2020, to any of the DLNR Land Division offices listed below. DLNR
will determine which applicants meet the qualification criteria (and may form a short
list of the most qualified applicants), and those applicants will be invited to participate
in the next phase of the RFQ/RFP process. This portion of the process will invite
applicants who are deemed to be qualified to submit a detailed repair, renovation and
operation proposal for the improvements on Parcel 20. DLNR will evaluate the
submitted proposals and select the applicant whose proposal best satisfies DLNR’s
repair, renovation and operation objectives and selection criteria as provided in this
RFQ/RFP. Upon the Board of Land and Natural Resources’ approval of the selected
applicant and repair, renovation and operation proposal, the selected applicant and
DLNR will commence negotiations of the development agreement and lease.

Additional deadlines and significant dates are set forth in this RFQ/RFP.

Copies of this RFQ/RFP may be obtained at the following DLNR Land Division
offices or downloaded from the DLNR website at: https://dInr.hawaii.gov/Id/RFQ-RFP-

countryclub.

Land Division Administration Maui District Land Office
1151 Punchbowl Street, Room 220 130 Mahalani Street
Honolulu, Hawaii 96813 Wailuku, Hawaii 96793
Telephone: (808) 587-0419 Telephone: (808) 984-8103
Hawaii District Land Office Kauai District Land Office

75 Aupuni Street, Room 204 3060 Eiwa Street, Room 208
Hilo, Hawaii 96720 Lihue, Hawaii 96766
Telephone: (808) 961-9590 Telephone: (808) 274-3491

DLNR reserves the right to cancel this RFQ/RFP and reject any and all
submissions when it is in the best interest of DLNR or the State of Hawaii. If there are
any inquiries regarding this RFQ/RFP, or if any person requires a special
accommodation (e.g., large print materials, sign language interpreters), please
contact Land Division Assistant Administrator Kevin Moore at (808) 587-0426.

/s/Suzanne D. Case, Chairperson
Board of Land and Natural Resources

Honolulu Star-Advertiser:;
Hilo Tribune Herald; and
West Hawaii Today
August 23, 2020
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NOTICE OF INTENT
REQUEST FOR QUALIFICATIONS (“RFQ”) /

REQUEST FOR PROPOSALS ("RFP")
FOR THE REPAIR, RENOVATION AND OPERATION OF
THE FORMER COUNTRY CLUB CONDOMINIUM HOTEL

Parties interested in submitting qualifications and proposals in response to the RFQ/RFP for the repair,
renovation and operation of the former Country Club Condominium Hotel in Hilo, Island of Hawaii, Hawaii,
must first complete and submit this Notice of Intent form to any of the DLNR Land Division offices (see
page ii of the RFQ/RFP for addresses), by no later than 4:00 p.m., September 11, 2020. An interested
party that fails to submit a completed Notice of Intent form by this deadline will not be eligible to
participate in the ensuing RFQ/RFP process and will not be considered for this project.

Name of Applicant:

Mailing Address:

Contact Person and Title:

Phone Number: Fax Number:

Email Address:

Type of Organization:

State or Country of Formation; and Date of Formation:

Registered to do business in Hawaii? If Yes, as of whatdate?

List the names, addresses and ownership interests of individuals or organizations with at least
a 10% ownership interest in the Applicant: (attach separate page if necessary)

Name Address % Interest

List all State of Hawaii leases, permits, licenses, easements, sales, etc. which the Applicant is
or has been a party to, including as a partner, director, officer, shareholder, or LLC member:
(attach separate page if necessary)

Doc. No. Type of Agreement Term of Agreement

Signature of Authorized Representative

Name/Title: Date:




. INTRODUCTION

BACKGROUND

The State of Hawaii Department of Land and Natural Resources (“DLNR”),
through its Board of Land and Natural Resources (“Board”) is the owner of the land
and improvements located at Waiakea, South Hilo, Island of Hawaii, Hawaii, and
designated as Tax Map Key: (3) 2-1-005:020 (Parcel 20). The improvements on
Parcel 20 include a six-story, 152-room hotel built in 1969. Parcel 20 and all the
improvements thereon are hereinafter referred to collectively as the “Subject
Property.”

The Subject Property is currently under month-to-month Revocable Permit No.
S-7914 to Oceanfront 121, Inc. for apartment and hotel purposes. DLNR’s Land
Division manages the permit and is responsible for planning the future use of the
Subject Property.

DLNR has determined that the improvements on Parcel 20 are in need of
major repairs and renovations and desires to issue a new 65-year lease of the
Subject Property for hotel/apartment purposes to encourage a lessee to make a
substantial investment in repairs and renovations in the Subject Property and help
improve the overall aesthetics of the Banyan Drive area of Hilo. DLNR, however, does
not have the funding, expertise, or staffing to repair, renovate or operate the Subject
Property on its own. Accordingly, DLNR is seeking a private entity with the necessary
renovation expertise and financial capacity to repair, renovate and operate the
Subject Property under a long-term lease.

PURPOSE

The purpose of this Request for Qualifications (“RFQ”) / Request for Proposals
(“RFP”) is to solicit and select a qualified private entity to lease, repair, renovate and
operate the Subject Property under a new 65-year lease to facilitate its fullest
utilization consistent with applicable zoning and environmental assessment laws, to
increase the lease rent revenues to the State and improve the aesthetics of Banyan
Drive. The lease revenues generated from the lease will be paid in part (20%) to the
Office of Hawaiian Affairs and in part (80%) to DLNR’s Special Land and
Development Fund that supports DLNR’s operations and programs statewide.

Qualified applicants will be invited to submit proposals that may provide for any
repairs and renovations that are permitted under applicable laws, ordinances, rules
and regulations. The selected applicant shall be responsible for obtaining all required
land use entitlements and government approvals/permits. Construction of new
buildings is not permitted as part of this RFQ/RFP.

DLNR will select the applicant whose proposal best meets DLNR’s repair,

renovation and operation objectives and RFQ/RFP selection criteria (see RFQ/RFP
Sections Il and V).
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SUBJECT PROPERTY

The Subject Property includes Parcel 20 with an area of 1.22 acres’ located at
Waiakea, South Hilo, Island of Hawaii, Hawaii, and all improvements located thereon.
The improvements include a six-story, 152-room hotel constructed in 1969, swimming
pool and paved parking area. The hotel is occupied under Revocable Permit No. S-
7914 to Oceanfront 121, Inc.

REQUIRED REPAIRS AND RENOVATIONS

A Remaining Useful Life Determination prepared in June 2014 by SSFM
International, Inc. (“SSFM Report”) concluded that the improvements on the Subject
Property at that time had a remaining useful life of 5-8 years. An Assessment Report
dated June 29, 2016 prepared by Erskine Architects, Inc. (“Erskine Report”) identified
a number of health, safety and welfare issues at the Subject Property that required
attention. The County of Hawaii (“County”) Department of Public Works, Building
Division issued a Notice of Violation (“NOV”) dated August 14, 2017 regarding the
Subject Property citing a number of Hawaii County Code violations. The County Fire
Department issued a Fire Inspection Record in August 2017 with a result of “Fail”
citing violations of Fire Code and other applicable codes. The repair and renovation
of the Subject Property must address all health, safety and welfare issues identified
in the SSFM Report, Erskine Report, NOV and Fire Inspection Record to the extent
such issues have not already been addressed by DLNR’s permittees under revocable
permits issued for the Subject Property.

PERMITTED USES

Once repaired and renovated, the Subject Property must be used for hotel
and/or apartment purposes.

SPECIAL MANAGEMENT AREA (“SMA")

The Subject Property is located within the Special Management Area (“SMA”).
The selected applicant shall be responsible for obtaining any required SMA reviews
and approvals.

FLOOD ZONES

The Subject Property is located largely in the Federal Emergency Management
Agency’s Flood Zone AE (areas subject to inundation by the 1-percent-annual-chance
flood event), with portions in Flood Zone VE (areas subject to inundation by the 1-
percent-annual-chance flood event with additional hazards due to storm-induced
velocity wave action). The selected applicant shall be responsible for complying with

" County of Hawaii tax maps and the Board submittal dated December 13, 2019, Item D-2 (Attachment 1)
show a slightly smaller area and different configuration for Parcel 20 that excludes a driveway connection
from Banyan Drive to the parcel. DLNR has verified with the Department of Accounting and General
Services, Survey Division, that the driveway is part of Parcel 20 as a result of a 1970 consolidation and
re-subdivision.
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any statutes, rules or regulations applicable to improvements located in these flood
zones.

HILO OPPORTUNITY ZONE

The Federal Tax Cuts and Jobs Act of 2017 authorized a community economic
development program called the Opportunity Zones Program. This initiative provides
incentives for investors to re-invest realized capital gains into Opportunity Funds in
exchange for temporary tax deferral and other benefits. The Opportunity Funds are
then used to provide investment capital in certain low-income communities, i.e.,
Opportunity Zones. The Subject Property is located in the Hilo Opportunity Zone. For
more information, visit: https://dbedt.hawaii.gov/.

CONDITION OF SUBJECT PROPERTY

The Subject Property will be leased in an “as is” condition with all faults and
defects whether latent or patent, and DLNR makes no representations regarding the
condition of the Subject Property or the suitability of the site for any proposed use by
any applicant. Applicants shall, at their sole expense, be responsible for conducting
their own investigations and due diligence regarding the Subject Property.

DLNR has procured and compiled various studies and documents regarding
the Subject Property, which are available for review on-line at:
https://dinr.hawaii.gov/Id/RFQ-RFP-countryclub, or in hard copy at the Land Division
Administration Office in Honolulu. Interested parties wishing to review the documents
and information should contact the Land Division office in advance at (808) 587-0426.
By request, interested parties may make arrangements to view the hard copy studies
and documents at the neighbor island Land Division District Offices by contacting the
Land Division Administration Office. DLNR makes no representations or warranties
regarding the accuracy of any information contained in such studies and documents.

The selected applicant shall be responsible for any and all site work, repairs,
improvements, and required remediation of hazardous materials necessary for the
repair, renovation and operation of the improvements on the Subject Property.

The Subject Property is currently used for short-term residential rentals and
transient accommodations and will likely remain occupied under Revocable Permit
No. S-7914 to 121 Oceanfront, Inc. during the RFQ/RFP process and the negotiation
of the development agreement. It is also possible that the Subject Property will
continue to be occupied upon the termination of Revocable Permit No. S-7914 and
commencement of the new lease to the selected applicant. It will be the selected
applicant’s prerogative whether to allow all or some occupants to remain on the
Subject Property under existing or new rental agreements during repairs and
renovations, or to require all or some residents and guests to vacate the premises. If
the selected applicant determines that the Subject Property should be vacated in full
or in part (in phases) to facilitate repairs and renovations, then the selected applicant
will need to comply with all applicable laws and provide all residents and guests with
proper notice of the termination of their tenancies.
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The County Department of Environmental Management (‘“DEM”) reported that
as of July 18, 2019, there was a balance of $174,608.83 owed on a stipulated
judgment regarding delinquent sewer fees for the Subject Property. DEM also
advised that the active sewer account for the Subject Property had a balance of
$10,360.00, of which $5,280.00 was past due as of July 23, 2019. DEM further
reported that there is a real property tax delinquency associated with the Subject
Property in the amount of $96,655.56, including unpaid taxes, penalties and accrued
interest. It is the responsibility of each applicant to conduct appropriate due
diligence to determine whether the applicant would have any responsibility for
these or any other outstanding obligations pertaining to the Subject Property if
the applicant were to be selected through the RFQ/RFP process and be issued a
lease for the Subject Property.

Additionally, at its meeting of December 13, 2019, Item D-2, the Board found
that the permittee under Revocable Permit No. S-7914, Oceanfront 121, Inc., made
physical improvements to the Subject Property in the amount of $158,622.16 in recent
years to cure County building, plumbing, electrical, and fire code violations. The
Board directed that if Oceanfront 121, Inc. is not selected as the lessee under
this RFQ/RFP, then the selected applicant will be required to reimburse 121
Oceanfront, Inc. $158,622.16 for these improvements. For more information, see
the Board’s action of December 13, 2019, Item D-2, a copy of which is provided as
Attachment 1 hereto.

AUTHORITY

Section 171-59, Hawaii Revised Statutes, authorizes the leasing of public lands
by direct negotiation where the Board finds that the public interest demands it. At its
meeting on December 13, 2019, the Board approved agenda Item D-2 authorizing the
issuance of this RFQ/RFP pursuant to HRS Section 171-59, as amended. A copy of
the Board’s approval is provided as Attachment 1, and applicants are responsible for
reading and understanding the information and conditions contained therein.

NOTICE OF INTENT

To participate in this RFQ/RFP, interested parties must first submit a
completed Notice of Intent form by or before the stated deadline (September 11,
2020, 4:00 p.m.). Any interested party who fails to submit a completed Notice of
Intent form by this deadline will not be eligible to submit its qualifications and proposal
and, therefore, will not be considered for this RFQ/RFP.

RFQ/RFP SOLICITATION AND SELECTION PROCESS

After submission of a Notice of Intent, applicants in the RFQ/RFP process will
next be requested to submit a statement of qualifications for this renovation project.
Detailed explanations of the RFQ/RFP process are provided in Sections Il (Request
for Qualifications) and IV (Request for Proposals). All submissions must be signed by
a person with the authority to represent and make legally binding commitments for the
applicant. .

Country Club RFQ/RFP 4


https://158,622.16
https://158,622.16
https://96,655.56
https://5,280.00
https://10,360.00
https://174,608.83

Step 1: Submission of Statement of Qualifications. The RFQ requires the
submission of Statements of Qualifications (“SOQs”) by applicants detailing
their relevant hotel or apartment building repair, renovation and operation
experience, financial capabilities, and management expertise. DLNR will
review the SOQs and determine which applicants meet DLNR’s qualification
criteria. DLNR may, at its sole discretion, form a short list of the most qualified
applicants. The qualified applicants (or short list of the most qualified
applicants, if applicable, as determined by DLNR in its sole discretion) will then
be invited to participate in the proposal process.

Step 2: Submission of Proposals. The RFP solicits detailed repair, renovation
and operation proposals for the Subject Property from the invited qualified
applicants. DLNR will review the proposals and will recommend to the Board
the applicant whose proposal best satisfies DLNR’s repair, renovation, and
operation objectives and selection criteria. The Board at a meeting open to the
public must approve the recommended applicant and its repair, renovation and
operation proposal. If approved by the Board, the selected applicant and DLNR
will commence exclusive negotiations of a development agreement and lease.
Any amendments or extensions to the development agreement terms or pre-
construction approvals (e.g., rights-of-entry for site testing or site preparation)
not previously anticipated, may require further Board approval.

DEVELOPMENT AGREEMENT

The development agreement will set forth the terms and conditions under
which the selected applicant shall secure, all at its sole expense, all permitting
approvals required to complete its proposed repair, renovation and operation of the
Subject Property. The development agreement will also set forth specific terms and
conditions that must be satisfied by the selected applicant prior to DLNR issuing a
lease for the Subject Property and the selected applicant commencing any repair,
renovation and operation of the Subject Property.

SIGNIFICANT DATES AND TIMES*

Item / Event / Deadline Date Time

Advertisement of RFQ/RFP August 23, 2020

Virtual Applicant Briefing September 1, 2020 2:00 p.m.
Deadline to Submit Notice of Intent September 11, 2020 4:00 p.m.
Deadline to Submit Statement of Qualifications September 30, 2020 4:00 p.m.
Notify Qualified Applicants of RFP* October 15, 2020

Deadline to Submit Proposals* November 30, 2020 4:00 p.m.
Evaluation Committee's Selection of Developer* December 15, 2020

Land Board Approval of Selected Developer® and January 2021

Negotiation of Development Agreement

*These dates are estimated dates and are subject to change by DLNR in its
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sole discretion.

ISSUING OFFICE AND CONTACT PERSON

This RFQ/RFP is issued by DLNR Land Division. All communications with
Land Division pertaining to this RFQ/RFP shall be directed to the Land Division
Contact Person named below. Any information provided to, or received from, anyone
other than the Contact Person shall not be relied upon in connection with this
RFQ/RFP.

Assistant Administrator Kevin Moore
Land Division
Department of Land and Natural Resources
P.O. Box 621
Honolulu, Hawaii 96809
Phone: (808) 587-0426
Facsimile: (808) 312-6357
Email: dinr.land@hawaii.gov

REQUEST FOR CLARIFICATION

A prospective applicant may submit a written request for clarification of any
aspect of this RFQ/RFP by mail or facsimile transmission to the Land Division Contact
Person above prior to the date of the Applicant Briefing (see Significant Dates and
Times above). Land Division’s written response to written requests for clarification will
be made available for review at the Land Division offices and posted on Land
Division’s website at: _https://dinr.hawaii.gov/Id/RFQ-RFP-countryclub.

Requests for clarification may be verbally requested and verbal answers
provided at the discretion of Land Division. However, any such verbal answers shall
only be intended as general directions and will not represent the official position of
Land Division. To generate an official answer, questions must be submitted in writing
pursuant to the directions provided in the prior paragraph.

CONFIDENTIAL INFORMATION

If an applicant believes that any portion of a submission or proposal contains
information that should be withheld as confidential, the applicant shall request in
writing nondisclosure of designated trade secrets or other proprietary data to be held
as confidential business information. Such data shall accompany the applicant’s
submission or proposal, be clearly marked, and shall be readily separable from the
submission or proposal in order to facilitate eventual public inspection of the
nonconfidential portion of the submission or proposal. The amount of any proposed
fees or lease rents to be paid by the applicant to DLNR shall not be considered
confidential and shall not be withheld.

DLNR will consult with the Department of the Attorney General and may also

consult with the Office of Information Practices to make any necessary determinations
of confidentiality in accordance with HRS Chapter 92F. If the applicant’s request for
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confidentiality is denied, such information shall be subject to disclosure as a public
record unless the applicant appeals the denial.

LAND DIVISION OFFICES

Land Division’s office addresses are as follows:

Land Division Administration Maui District Land Office
1151 Punchbowl Street, Room 220 130 Mahalani Street
Honolulu, Hawaii 96813 Wailuku, Hawaii 96793
Telephone: (808) 587-0419 Telephone: (808) 984-8103
Hawaii District Land Office Kauai District Land Office
75 Aupuni Street, Room 204 3060 Eiwa Street, Room 208
Hilo, Hawaii 96720 Lihue, Hawaii 96766
Telephone: (808) 961-9590 Telephone: (808) 274-3491
II. DEVELOPMENT OBJECTIVES

DLNR’s objectives for the Subject Property call for the repair, renovation and
operation of the existing improvements on Parcel 20 in a way that promotes and
complements the hotel/resort area of Banyan Drive. The repair, renovation and
operation will:

Be undertaken by a qualified private sector lessee who will bear all of the
costs of the repair, renovation and operation and will not be subsidized by
the State or DLNR.

Be performed under a leasehold arrangement between DLNR and the
selected applicant.

Restore the Subject Property to its highest and best use to the extent
permitted under applicable laws, including but not limited to HRS Chapters
171 and 343.

Provide a benefit to the community of Banyan Drive, Hilo, and Hawaii
Island.

Maximize the financial returns to the State from the Subject Property in a
timely manner.

Comply with all laws, ordinances, rules, regulations and restrictions
applicable to the Subject Property.

Be economically feasible to the developer/lessee.

Take into consideration potential sea levelrise.
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lll. REQUEST FOR QUALIFICATIONS (“RFQ”)

INTRODUCTION

The purpose of this section is to solicit Statements of Qualifications (“SOQs”)
from potential developers/lessees interested in repairing, renovating and operating the
Subject Property under a long-term lease. DLNR’s review and evaluation of the
potential developers’ or lessees’ SOQs will help in ensuring that the selected
applicant has the experience, expertise and financial capacity to successfully
undertake its proposed repair, renovation and operation of the SubjectProperty.

Applicants assume all risks and will be responsible for the payment of all costs
and expenses in connection with the preparation of their respective SOQs, as well as
any and all pre-construction and planning costs incurred by the applicant. DLNR
assumes no risks or costs associated with any applicant’s participation in this portion
of the selection process.

APPLICANT BRIEFING

There will be a briefing at 2:00 p.m. on September 1, 2020, to explain DLNR’s
repair, renovation and operation objectives and the RFQ/RFP process, and answer
questions from potential applicants. The briefing will be held virtually by Zoom or other
virtual meeting platform. Interested parties can obtain the link to the briefing by
emailing dinr.land@hawaii.gov at least twenty-four (24) hours in advance of the
briefing time. Attendance by any prospective applicant is encouraged, but is not
required.

NOTICE OF INTENT

Any party interested in participating in this RFQ/RFP must submit a completed
Notice of Intent form (see above page of this RFP) to any Land Division office listed in
Section | (Introduction) above by no later than 4:00 p.m. on September 11, 2020.
Any party who fails to submit a completed Notice of Intent by the required deadline
will not be eligible to submit its qualifications and proposal as required, to participate
in this RFP repair and renovation project.

SUBMISSION REQUIREMENTS

Each applicant shall submit a Statement of Qualifications (“SOQ”), which shall
include the information and materials described below. The SOQ shall be organized in
a manner that is consistent with the headings and sequence presented below.
Applicants shall submit five (5) hard copies and one electronic copy on a CD of the
SOQ.

1. Cover Letter. Submit a cover letter on the applicant’'s letterhead

addressed to Land Division and signed by an authorized representative
of the applicant.
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2. Proposed Use of Subject Property. Generally describe the applicant’s
proposed repair, renovation and operation plan and use of the Subject
Property. For example, will the applicant operate the Subject Property
as a hotel, an apartment building, or a mix of hotel and apartment use. If
applicant proposes a mixed hotel/apartment use, how many units will be
designated for transient accommodations and how many will be
designated for apartment use? If the applicant intends to contract with a
hotel operator to manage the hotel, identify the operator. If the applicant
intends to contract with a management company to manage the rental of
apartment units, identify the management company. Also discuss
whether the applicant intends to issue subleases for any portions of the
Subject Property (and if so, for what purposes or uses).

The purpose of this requirement is to allow DLNR to evaluate and
determine whether the applicant possesses the necessary qualifications
(experience, expertise, and financial capacity) to successfully repair,
renovate and operate the Subject Property.

Applicants should also be aware that there are certain laws and
restrictions governing the leasing of public lands that may apply to the
Subject Property, including but not limited to HRS Chapter 171. This
RFQ/RFP will therefore require the applicant to indicate that its
proposed project complies with all relevant laws governing public lands.

3, Applicant — Type of Entity and Ownership Interests. Provide the
following information about the applicant:

a. Name. The legal name of the applicant.

b. Type of Entity. Identify the type of entity (e.g., corporation, limited
liability company, etc.), and the state or country of organization.

G Owners. Identify all individuals or entities holding a 10% or more
ownership interest in the applicant and their respective ownership
interests. Provide any additional background information about
any of the owners that may support the qualifications of the
applicant with respect to this SOQ, including descriptions of any
key roles that any of these individuals or entities will play in the
applicant’s repair, renovation or operation of the Subject
Property. Any foreign corporation or business entity must obtain
the appropriate certificate of authority to do business in the State
of Hawaii.

d. Directors/Officers. Identify the directors and officers of the
applicant, including names and titles. Provide any additional
background information about any of the directors and officers
that may support the qualifications of the applicant with respect to
this SOQ, including descriptions of key roles that any of these
individuals will play in the applicant’s repair, renovation and

Country Club RFQ/RFP 9



operation of the Subject Property.

IMPORTANT: The applicant identified in the Notice of Intent must
match the information provided above. Additionally, please note
that if an applicant is selected through the RFQ/RFP process and
the applicant is a partnership, joint venture, limited liability
company, or corporation, the sale or transfer of 20% or more of
ownership interest, distributional interest, or stocks by dissolution,
merger or any other means prior to execution of the development
agreement or lease shall be deemed an assignment. Such
assignments are subject to the prior written approval of the Board.

4. Development Team. Describe the organization of the applicant and
development team, and the role and responsibilities of each member of
the development team, including major consultants (e.g., architects,
engineers, etc.), joint venture or limited partners, and legal counsel.
Include members that may be added to the development team in the
future to fund, renovate or manage the project, and describe the
arrangement or commitment, if any, between the applicant and the
projected future development team members. Provide an organizational
chart and the names, titles, and contact information of the principals of
each member of the development team.

Describe any previous experiences of the development team and/or
development team members working together on other/previous
projects.

5. Experience. For each member of the development team (including the
applicant), describe previous experience with projects similar in type,
use, size, and scope to the applicant’s proposed repair, renovation and
operation of the Subject Property. For each such project, provide the
following:

a. Project Description. Describe the project, including location,
address, photographs, project size, land uses, facilities,
commencement and completion dates, etc.

b. Roles/Responsibilities. Describe the role(s) of the development
team member(s) with respect to the project. For example,
describe any pre-construction roles (e.g., conducting due
diligence, community outreach, planning, obtaining land use
entittements/approvals, etc.); development roles (financing,
design, permitting, construction); and management/operational
roles (e.g., leasing, project management/maintenance, etc.)

& Cost/Financing. Provide total construction costs for the project,
and describe the financing/funding, including the source, amount,
and current status.
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d. Current Status. Describe the current status of the project,
including (if applicable) the development team’s involvement with
the project; current ownership and management of the project;
and current uses, occupancy rates, tenants, operating revenues,
profits/losses, etc.

6. Other Applicable Experience. Describe any other experience that may
be appropriate to establish the applicant’s qualifications. Describe any
past or current lease(s) of State lands awarded to the applicant’s
owners, directors and/or officers, including any delinquencies or prior
defaults on any such lease(s). Applicants should register with Hawaii
Compliance Express (HCE) and have updated state tax clearances. See
also HRS Section 171-13.

7. Financial Capacity and Credit History. Provide satisfactory evidence to
support the financial ability of the applicant to repair, renovate and
operate the Subject Property. Such evidence should include evidence of
applicant’s past or current debt or equity financing (such as letters from
past or current lenders or financing sources confirming the amounts
financed, repayment terms, and repayment status), applicant’s financial
statements for the past three fiscal years, current credit report(s), and
evidence of capital resources or financing commitments. Describe any
loan or lease defaults, bankruptcies, judgments, or any litigation or other
disputes that may potentially have an adverse effect on the applicant’s
current financial capability. A personal guarantee (or personal
guarantees) will be required upon issuance of a lease.

8. Other Information. Provide any other information regarding the
applicant, the development team, or its members that may be pertinent
to establishing the applicant’s qualifications.

9. References. Provide references (including name, title, address, email
address phone number) whom DLNR may contact to confirm the
applicant’s and development team members’ qualifications and any of
the information provided in the SOQ.

SOQ SUBMISSION DEADLINE

Statements of Qualifications must be delivered to any of the Land Division
offices listed in Section | (Introduction) above by no later than 4:00 p.m. on
September 30, 2020. Except for additional information requested by DLNR, any
information submitted after this deadline, including any changes or modifications to
the SOQ, will not be considered.

EVALUATION OF QUALIFICATIONS

1. Preliminary Review. DLNR staff will conduct a preliminary review of the
SOQs for adequacy and completeness. If any SOQ is incomplete,
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DLNR staff may, in its sole discretion, disqualify the applicant and its
SOQ from further review and consideration. Notwithstanding the
foregoing, DLNR reserves the right to waive any defects in any SOQ
and may permit the timely correction of errors contained in it. DLNR may
also ask an applicant for clarification of the information submitted or for
additional information/materials to assist DLNR or the evaluation
committee in its review/evaluation of the applicant’'s SOQ.

Substantive Review. The SOQs that are determined to be adequate and
complete in the preliminary review shall thereafter undergo a
substantive review by an evaluation committee selected by DLNR.

DLNR may ask any applicant for clarification of the information
submitted or for additional information/materials to assist DLNR or the
evaluation committee in its review/evaluation of the applicant’'s SOQ.
DLNR or the evaluation committee may also conduct interviews of any
of the applicants and/or members of the applicants’ development teams.

DLNR will review the SOQs and determine which applicants meet the
qualification criteria below. DLNR may, at its sole discretion, form a
short list of the most qualified applicants. The qualified applicants (or
short list of the most qualified applicants, if applicable), will then be
invited to participate in the RFP process by submitting their repair,
renovation and operation proposals in accordance with Section IV
(Request for Proposals) of this RFQ/RFP.2

a. Qualification Criteria. DLNR or the evaluation committee shall
evaluate the applicants’ qualifications based on the following
criteria:

= Successful real estate development or renovation experience
relevant to the applicant’s proposed repair, renovation and
operation of the Subject Property, including experience in
community outreach and in obtaining land use entitlements
and governmentapprovals/permits.

= Real estate management experience (including hotel
operation or apartment management, if applicable) relevant to
the applicant’s proposed use of the Subject Property.

* Financial capacity to fund the renovation of the Subject
Property and the applicant’s proposed operations.

* Creditworthiness and past experience in leasing private and
public lands.

2 If there is only one qualified applicant, DLNR may, in its sole discretion, waive certain RFP submission

requirements.
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b. Notification of Qualification. All applicants will be notified of the
qualification determination.

G Review and Appeal Rights. Pursuant to HRS Section 171-
59(a)(3), within twenty (20) days of an applicant’s receipt of
notification of the determination, any applicant may notify the
Board in writing requesting the applicant be allowed to examine
the basis for the determination to ascertain whether or not the
conditions and criteria established by the Board were followed. If
written notice is not provided by the applicant within twenty (20)
days of the receipt of notification of determination, the applicant
shall be barred from proceeding to seek legal remedy for any
alleged failure of the Board to follow the conditions and criteria.

IV. REQUEST FOR PROPOSALS (“RFP”)

INTRODUCTION

If DLNR determines that more than one applicant is qualified, DLNR will invite
the qualified applicants (or the short list of the most qualified applicants), to submit
their respective repair and renovation proposals in accordance with this Section IV
(Request for Proposals).

DLNR, through its evaluation committee, will evaluate the repair, renovation
and operation proposals and select the applicant whose proposal best satisfies
DLNR's objectives and selection criteria. DLNR staff will then request the Board’s
approval of the selected applicant and the selected applicant’s proposal. Upon the
Board’s approval, DLNR will commence exclusive negotiations with the selected
applicant of the development agreement and potential lease (see Section V —
Exclusive Negotiations/Development Agreement for additional details regarding the
development agreement).

Applicants assume all risks and are responsible for the payment of all costs
and expenses in connection with the preparation of their respective
submissions/responses to this RFP, as well as any and all pre-construction and
planning costs incurred by the applicant. DLNR assumes no risks or costs associated
with any applicant’s participation in this RFP.

APPLICANT BRIEFING

DLNR may, but shall not be required to, hold a briefing to explain this portion of
the RFP and to answer questions from the applicants. DLNR will notify all qualified
applicants of any such briefing.

SOQ & RFP SUBMISSION REQUIREMENTS

Each qualified applicant shall submit a repair, renovation and operation
proposal, which proposal shall include: (1) a repair, renovation and operation plan; (2)
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an economic proposal; and (3) a business plan. The repair and renovation proposal
shall include the information and materials requested below and shall be organized in
a manner that is consistent with the headings and sequence presented below.
Applicants shall each submit five (5) hard copies and one electronic copy on a CD of
their repair and renovation proposals.

1. Cover Letter. Submit a cover letter on the applicant's letterhead
addressed to DLNR Land Division and signed by an authorized
representative of the applicant.

2. Executive Summary. Provide an executive summary of the critical
aspects of the applicant’s repair, renovation and operation proposal.

<} Repair, Renovation and Operation Plan. Provide the applicant’s repair,
renovation and operation plan for the Subject Property. The repair,
renovation and operation plan must address all health, safety and
welfare issues identified in the SSFM Report, Erskine Report, County
Department of Public Works, Building Division NOV, and County Fire
Inspection Record. The repair and renovation plan must also include the
following plans, information, and details:

a. Site Plan. Provide a conceptual site plan showing the building
elevations and floor plan of each as renovated, and the uses
provided for (provide three full size copies, 1"= 20" scale; and 5
half-size copies).

b. Narrative Description. Provide a narrative description of the
repair, renovation and operation proposal, including but not
limited to the following:

I Descriptions of the proposed project and proposed uses;

. An outline of the repair, renovation and operation program
and phases;

iii. Statements indicating how the repair, renovation and
operation plan satisfies DLNR’s repair, renovation and
operation objectives;

iv. Descriptions of the benefits to be realized by the State and
the Banyan Drive community as a result of the proposed
project;

V. Any other pertinent information regarding the repair,

renovation and operation plan.

c. Special Management Area. Explain how the proposed project and
uses are consistent with the County’s requirements and
restrictions for the Special ManagementArea.

d. Proposed Design Standards. Provide the proposed design
standards for the project, describing the character of the project,
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and other design features such as lighting, landscaping, signage,
etc. If applicable, describe how the project will incorporate smart
growth and green development principles.

e. Phasing Plan. If the proposed project will be implemented in
phases, provide renderings of the proposed development phases
and estimated time periods for each phase.

f. Protection of Shoreline Areas and Coastal Waters. Describe how
the repair, renovation and operation proposal will preserve and
protect the shoreline areas (including protecting public access to
the shoreline) and coastal waters.

g. lllustrations & Other Information. Provide any other information,
plans, illustrations, and/or renderings that would assist DLNR in
visualizing the proposed project.

h. Community Benefits. Describe any additional benefits arising
from and unique to applicant’s proposed use of the Subject
Property that will benefit the community of Banyan Drive, Hilo,
and Hawaii Island.

i. Changes/differences  from SOQ Response. If the repair,
renovation and operation plan provides for repairs, renovations or
operations that differ from those described in response to the
SOQ portion of this RFQ/RFP, the applicant must explain the
reason for the differences. The applicant shall also provide
additional information to evidence the applicant’s qualifications
(e.g., experience and expertise) regarding the revised repair,
renovation and operation plan. The information to be provided
shall be similar to the type and level of detail provided in the SOQ
response.

If the evaluation committee, in its sole discretion and in the best
interest of the State, determines that the applicant does not
possess the necessary experience with respect to such revised
repair, renovation and operation plan, DLNR may deem the
applicant unqualified to participate in the RFP process or may
take such factors into consideration in evaluating the applicant’s
proposal.

4, Economic Proposal. Provide applicant’'s economic proposal, which shall
detail the fees and lease rents the applicant proposes to pay to DLNR,
and shall include, at a minimum, the following:

a. Annual Minimum Lease Rent. Provide the annual minimum lease
rent the applicant proposes to pay for the Subject Property for the
first thirty (30) years of the lease (see step-up format below),
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including any proposed percentage lease rents or other revenue
sharing proposal. Lease rents for any selected proposal shall be
no less than fair market value.

Annual Minimum Rents Period
$  per Annum Years 1-10
$  per Annum Years 11-20
$__ per Annum Years 21-30

The annual minimum lease rents will be reopened after the first
30 years and every ten (10) years thereafter.

DLNR will procure an independent appraiser to review the
proposed annual minimum lease rent and other information
submitted by applicants in response to the RFP to determine
whether the applicants’ proposed annual minimum lease rent
qualifies as fair market rent. If any applicant’s proposed annual
minimum lease rent is determined to be lower than fair market
rent, DLNR will ask the applicant to increase its proposed annual
minimum lease rent to fair market rent in order to be further
considered under the RFP review process. Any applicant who
declines to include fair market rent as determined by DLNR’s
independent appraiser for applicant’'s proposal shall be
disqualified from further consideration under the RFP.

Lease Terms and Conditions. Describe the proposed
commencement of the lease in relation to the applicant’s
proposed repair, renovation and operation schedule. Identify
which events must occur prior to commencement of the lease
and which events must be preceded by the execution of the
lease. Describe any other critical lease terms and conditions, and
the applicant’s rationale for such terms and conditions.

Lease Rent Waiver. Describe any proposed lease rent waiver
requested, bearing in mind that the statutory maximum allowed
under Chapter 171, HRS, is one year’s rent. See HRS Section
171-6(7).

Other. Provide any other proposed lease terms that the
applicant believes are both feasible and appropriate for the
applicant’s proposal.

B Business Plan. Provide the applicant’s business plan for the proposed

repair, renovation and operation of the Subject Property. The business
plan must specify all of the major elements necessary to implement the
applicant’s repair, renovation and operation plan and should be
described to a level of detail appropriate for preliminary funding
commitments.
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The business plan should include, at a minimum, the following:

a.

Country Club RFQ/RFP

Repair, Renovation and Operation Schedule. Provide an outline
of the proposed repair, renovation and operation schedule and
project phasing (including a timeline with realistic start and
completion dates), and highlight any events (including
government land use entitlements/approvals/permits) that are
critical to the timely completion of the project.

The project schedule should include a separate timetable for the
pre-renovation / operation activities (i.e., the activities that must
occur prior to issuance of the lease, such as due diligence,
obtaining land use entitlements/permits/approvals, etc.), and a
timetable for the project activities. If the project is to be completed
in phases, provide estimated timetables for each phase.

Land Use Entitlements and Approvals/Permits. Provide a
comprehensive list of all land use entitlements and government
approvals and permits required to complete the project and a
projected timeline for obtaining all such
entitlements/approvals/permits. Indicate which entitlements/
approvals/permits must be obtained prior to the applicant
commencing any repair and renovation work of the Subject
Property.

Project Cost Estimates. Provide cost estimates for the entire
project and also broken down for each phase of the project.
Construction cost estimates should include all hard and soft
costs, and account for cost escalations. The cost estimates
should be itemized by categories such as but not limited to,
building repairs and renovations, consultant fees, design fees,
entittement and permitting fees, landscaping, financing costs,
marketing and sales costs, operating costs, profits, insurance,
bonds, etc.

Financial Pro Forma. Provide pro forma financial projections for
the entire project and also broken down for each phase of the
project components, including cash flow and operating
income/expense projections for the pre-construction stage and for
the construction stage (untili completion of all repairs and
renovations). The pro forma projections should also clearly show
gross revenues, operating expenses, vacancies, reserves, debt
service, net operating income, profits, and total projected lease
payments (base and percentage) to DLNR.

Where subleases are anticipated, provide estimates of subtenant
rentals and master lessee operating expenses. The projections
should also show projected lease rent payments to DLNR and
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any proposed rental waivers.

e. Market and Financial Feasibility Analysis. Provide a market and
financial feasibility analysis for the proposed project. Analyses of
market support for the repair, renovation and operation of the
Subject Property, proposed handling of sublessee lease rents,
absorption/occupancy timetable, and key assumptions used in
financial projections and pro formas should be included.

f. Financing Strategy and Preliminary Commitments. Describe the
applicant's proposed financing plan for the project. Describe, to
the extent possible, the applicant’'s estimates of equity
requirements and construction and takeout financing, and the
applicant’s proposed source of funds.

Provide examples of financial approaches and lenders used for
other projects renovated or developed by the applicant.

Provide letters from previous or current lenders and/or equity
partners describing their prior or existing financing arrangements
with the applicant.

If applicant is an entity, its principal(s) will be required to provide
personal guarantee(s) for the project.

g. Marketing and Leasing Plan. Provide a marketing and leasing
plan that shows how the applicant intends to implement the
proposed project. Provide evidence of other projects renovated or
developed by the applicant that successfully utilized a similar
marketing and leasing plan.

h. Method of Operation. Describe the proposed method of operation
for the project. Explain the applicant’s role in management of the
project.

REP SUBMISSION DEADLINE

Proposals for the repair, renovation and operation of the Subject Property must
be delivered to any of the DLNR offices listed in Section | (Introduction) above by no
later than 4:00 p.m. on November 30, 2020; provided, however that this deadline is
subject to change in DLNR’s sole discretion and in the best interest of the State.
Except for information requested by DLNR, information submitted after the
submission deadline, including modifications to the applicant’s proposal, will not be
considered.

Proposals from the applicants not selected by DLNR for exclusive negotiations
shall automatically expire upon the execution of the development agreement (unless
withdrawn in writing earlier by the applicant) and returned to the applicants or be
made available for pickup by the applicants.
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EVALUATION PROCEDURES

1. Preliminary Review. Upon receipt of a repair, renovation and operation
proposal, DLNR staff will conduct a preliminary review of the submitted
information for adequacy and completeness. If the submitted information
is incomplete, DLNR staff may, in its sole discretion, disqualify the
applicant from consideration. However, DLNR reserves the right to
waive any defects, irregularities or informalities in any of the responses
and may permit the timely correction of errors contained in them. DLNR
may also ask an applicant for clarification of the information submitted or
for additional information/materials to assist DLNR or the evaluation
committee in its review/evaluation of the applicant’s proposal.

2. Substantive Review. The repair, renovation and operation proposals that
have been determined to be adequate and complete shall undergo a
substantive review and evaluation by DLNR or an evaluation committee
selected by DLNR. DLNR reserves the right to select an RFP evaluation
committee that consists of members different from those of the
evaluation committee for the SOQ portion of this RFQ/RFP.

DLNR or the evaluation committee may ask any applicant for
clarification of the information submitted, or for additional
information/materials to assist DLNR or the evaluation committee in its
review/evaluation of the applicant’s proposal. DLNR or the evaluation
committee may also conduct interviews of any of the applicants and/or
members of the applicant’s development team.

The evaluation committee shall select the applicant whose repair,
renovation and operation proposal best satisfies DLNR’s repair,
renovation and operation objectives and the selection criteria below.

3. Board Approval. DLNR staff will request the Board’s approval of the
evaluation committee’s selection of the applicant.

4, Exclusive Negotiations. Upon the Board’s approval of the selected
applicant, DLNR shall commence exclusive negotiations of the
development agreement with the selected applicant (see Section V).
The development agreement shall be subject to approval by the Board.

RFP SELECTION CRITERIA

The evaluation committee shall evaluate the qualified applicants’ repair,
renovation and operation proposals submitted in response to this RFP and shall
select the applicant whose proposal, in the sole judgment of the evaluation
committee, best meets the following criteria:

Repair and Renovation Plan
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e Degree to which the repair, renovation and operation plan meets
DLNR’s repair, renovation and operation objectives.

Economic Proposal

e Maximizes the financial returns to the State from the Subject Property in
a timely manner. In evaluating applicants’ proposed lease rents,
preference will be given to the proposed annual minimum base rents
over the proposed percentage rents.

Business Plan

e Organization of the business plan, reasonableness of the repair,
renovation and operation schedule, and demonstrated understanding of
the requirements necessary to complete the project in a timely manner.

e Demonstrated understanding of the required land use entitlements and
government approvals and evidence of the ability to obtain the
entitlements/approvals in a timely manner.

e Demonstrated market and financial feasibility of the repair, renovation
and operation proposal.

e Demonstrated ability to finance the proposed repairs, renovations and
operations.

V. EXCLUSIVE NEGOTIATIONS /| DEVELOPMENT AGREEMENT

EXCLUSIVE NEGOTIATIONS

DLNR will enter into exclusive negotiations with the selected applicant. During
exclusive negotiations, DLNR and the selected applicant will negotiate in good faith a
development agreement setting forth the terms and conditions under which DLNR will
lease the Subject Property to applicant.

The exclusive negotiation period will be six (6) months and will be based upon
the repair, renovation and operation proposal submitted by the selected applicant. If
the development agreement is not executed by the expiration of the exclusive
negotiation period, the authority of the selected applicant to negotiate the
development agreement shall terminate, provided, however, that the Chairperson of
the Board may, in his/her sole discretion, extend the negotiation period by written
notice to the selected applicant for up to an additional six (6) months.

Upon the expiration of the exclusive negotiation period (including any
extension), this RFP process shall terminate and neither the selected applicant nor
any other applicant shall thereafter have authority to negotiate a development
agreement and shall have no right, title or interest in or to the Subject Property.

DLNR reserves the right to negotiate with the selected applicant any additional

terms, conditions or modifications to the terms set forth in this RFP or to the selected
applicant’s proposal if it is in DLNR’s and the State’s best interest to do so and in the
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DLNR’s sole discretion.

DEVELOPMENT AGREEMENT

In general, the development agreement will require the selected applicant to
perform, all at its sole expense, all pre-construction duties necessary and/or desirable
to successfully implement its repair, renovation and operation proposal, including site
investigations and other due diligence activities, planning and designing the repairs
and renovations, and obtaining all necessary land use entitlements and government
approvals/permits.

The terms and conditions of the development agreement shall be subject to
negotiation between DLNR and the selected applicant and approval by the Board, but
shall include, at a minimum, the following obligations:

Development Agreement Fee. The selected applicant shall pay the DLNR a
development agreement fee in consideration for DLNR providing the selected
applicant with the exclusive right to conduct its pre-construction activities for its
proposed project during the term of the development agreement. The selected
applicant’s proposal shall include a proposed development agreement fee, but the
actual fee and the payment terms may be subject to further negotiation.

Due Diligence. The Subject Property shall be leased in an “as is” condition with
all faults and defects whether latent or patent, and DLNR makes no representations
regarding the condition of the Subject Property or the suitability of the site for any
project proposed by any applicant. Applicants shall, at their sole expense, be
responsible for conducting their own investigations and due diligence regarding the
Subject Property.

The selected applicant shall be responsible for any and all environmental
studies, site work, repairs, improvements, and required remediation of hazardous
materials necessary for the repair, renovation and operation of the Subject Property.

DLNR has compiled various documents and information regarding the Subject
Property, which are available for review at the Land Division offices or online at
https://dInr.hawaii.gov/Id/RFQ-RFP-countryclub. Applicants wishing to review hard
copies of the documents and information should contact the Land Division
Administration office in advance at (808) 587-0426. By request, neighbor island and
out-of-state applicants may make arrangements to view the documents and
information by contacting the Land Division Administration Office. DLNR makes no
representations or warranties regarding the accuracy of any information contained in
suchdocuments, nor for sufficiency and completeness.

Land Use Entitlements and Government Approvals/Permits. Prior to issuance
of any lease for the Subject Property, the selected applicant shall, at its sole expense,
obtain all land use entitlements and government permits/approvals necessary to
construct its proposed project, including but not limited to, special area management
(SMA) approval. DLNR makes no representations or warranties regarding any
required entitlements/approvals or the likelihood of the selected applicant to
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successfully obtain the required entitlements/approvals/permits. It shall be the
selected applicant’s sole responsibility to apply and pay for, process, and obtain all
required entitlements/approvals/permits.

Access. DLNR’s information is that public access to the Subject Property is
provided from Banyan Drive, which is County road. It shall be the selected applicant’s
responsibility to confirm if legal access exists and if not, to obtain any required
access.

Compliance with Applicable Laws. The Subject Property is “public land” as
defined in HRS Chapter 171 and is therefore subject to the requirements, limitations,
and restrictions set forth in HRS Chapters 171.

Without limiting the foregoing, the selected applicant shall comply with all
applicable federal, State, and county laws, statutes, ordinances, rules and
regulations.

Proposed Lease. This RFP contemplates that the negotiation of the
development agreement will also include negotiations of a ground lease for the
Subject Property with a term up to a maximum of sixty-five (65) years. The
development agreement will provide for the lease to be issued only upon the selected
applicant’s satisfaction of all terms and conditions of the development agreement.

The selected applicant shall also be responsible for the operations and
management of the project, including performing all management, leasing, and
maintenance functions.

The lease rent payable under the lease, including any percentage rent
provisions, fixed rent step-ups, and rent reopening periods, shall be in accordance
with the selected applicant’s proposal but may be subject to furthernegotiation.

A sample of DLNR’s standard lease form is available for review on-line at
https://dInr.hawaii.gov/Id/RFQ-RFP-countryclub and at Land Division’s Administration
Office.

VI. OTHER TERMS AND CONDITIONS

FEES/COSTS

The selected applicant shall pay all charges required by law and all costs
incurred by DLNR in connection with the preparation and processing of this RFP,
including but not limited document fees for preparation of the development agreement
and lease, fee for preparation of the survey maps and descriptions, publication fees
for this RFP, appraisal fees, conveyance taxes, and recordation fees.

DLNR’S NON-LIABILITY AND WAIVERS

The applicants, by submitting a response to this RFP, waive all rights to protest
or seek any legal remedies whatsoever against DLNR or the State regarding any
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aspect of this RFQRFP.

TITLE TO SUBJECT PROPERTY

The lands comprising the Subject Property are Section 5(b) lands under the
Hawaii Admissions Act. DLNR makes no warranty or representation to any applicant
with respect to the status of title to the Subject Property.

DLNR’S DISCRETION AND RESERVATION OF RIGHTS; CANCELLATION OF RFP

DLNR reserves the right to: (1) request from any applicant a clarification of any
information submitted or additional information/materials to assist DLNR or its
evaluation committee in the review/evaluation of the applicant’'s qualifications or
proposal; (2) reject any and all submissions in whole or in part; (3) require
amendments or modifications to the submissions; (4) waive any of the submission
requirements; (5) cancel this RFP; and/or (6) re-advertise for new qualifications
and/or proposals, all with no liability whatsoever, whether or not it is in the DLNR’s
best interest to do so. DLNR also reserves the right to amend this RFP, including but
not limited to, the deadlines and submission requirements, at any time prior to the
applicable submission deadline. The information contained in this RFP is believed to
be reliable, but cannot be guaranteed.

Any and all information submitted in response to this RFP by applicants not
selected for exclusive negotiations of the development agreement shall be returned to
the respective applicants once the development agreement is executed, unless DLNR
determines, in its sole discretion, that it is in DLNR’s best interest to retain any or all
such information, except for information marked confidential by applicants.
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STATE OF HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
Land Division
Honolulu, Hawaii 96813

December 13, 2019

Board of Land and Natural Resources PSF No.: 19HD-078
State of Hawaii
Honolulu, Hawaii Hawaii

Authorize the Issuance of a Request for Qualifications / Request for Proposals for
Lease of Improved Public Lands; Waiakea, South Hilo, Hawaii, Tax Map Key: (3) 2-1-
005:020.

REQUEST:
Authorize the issuance of a Request for Qualifications / Request for Proposals
(RFQ/RFP) to select a potential lessee of improved public lands at Waiakea, South Hilo,
Hawaii.

APPLICANT:
Department of Land and Natural Resources (Department or DLNR), Land Division.

LEGAL REFERENCE:

Sections 171-16, 18, 17, 19, 35, 36, 41, 59, and other applicable sections of
Chapter 171, Hawaii Revised Statutes (HRS), as amended.

LOCATION:

Portion of Government lands situated at Waiakea, South Hilo, Hawaii, identified by Tax
Map Key: (3) 2-1-005:020, as shown on the attached maps labeled Exhibits A-1 and A-2.

AREA:
1.166 acres, more or less.

ZONING:
State Land Use District: Urban
County of Hawaii CZO: Hotel and Resort (V-.75) / Open

APPROVED BY THE BOARD OF
LAND AND NATURAL RESOURCES
AT ITS MEETING HELD ON D-2

' Decemboer |3, 2019 (44,

Attachment 1 to RFQ/RFP
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The parcel is also Jocated within the Special Management Area and tsunami inundation
zone.

TRUST LAND STATUS:

Section 5(b) lands of the Hawail Admission Act
DHHL 30% entitlement lands pursuant to the Hawaii State Constitution: NO

CURRENT USE STATUS:

Under Revocable Permit No. §-7914 to Oceanfront 121, Inc. for apartment and hotel
purposes.

PROPERTY CHARACTERISTICS:

Utilities — Electricity, water and sewer

Elevation — Two to eleven feet above sea level

Legal access to property — Staff has verified that there is legal access to the property from
Banyan Drive.

Subdivision — Staff has verified that the subject property is a legally subdivided lot.
Encumbrances — Staff has verified that the following encumbrances exist on the property:
Revocable Permit No. S-7914 to Oceanfront 121, Inc. for apartment and hote]

purposes.

STATUTORY AUTHORITY:

HRS §171-39(a) provides that a lease of public land may be disposed of through
negotiation upon a finding by the Board of Land and Natural Resources (Board) that the
public interest demands it and provides a process under which the Board may select the
lessee.

The process requires that public notice of the disposition be given, that applications be
solicited from prospective lessees, and that the Board evaluate the applications
according to criteria established by the Board and determine which applicants meet the
criteria. If only one applicant meets the criteria, the Board may dispose of the lease by
negotiation. If two or more applicants meet the criteria, the Board shall select the lessee
who submits the highest offer contained in a sealed bid deposited with the Board.
Relevant excerpts of HRS §171-59(a) are attached as Exhibit B.
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CHAPTER 343 - ENVIRONMENTAL ASSESSMENT:

In accordance with Hawaii Administrative Rules (HAR) §11-200.1-15 and the
Exemption List for the Department of Land and Natural Resources approved by the
Environmental Council and dated June 5, 2015, the subject request is exempt from the
preparation of an environmental assessment pursuant to Exemption Class No. 1 that
states, “Operations, repairs or maintenance of existing structures, facilities, equipment, or
topographical features, involving negligible or no expansion or change of use beyond that
previously existing,” and Item 47 that states. “Leases of state land involving negligible or
no expansion or change of use beyond that previously existing.” See Exhibit C attached.

BACKGROUND:

The subject property has been under lease and revocable permit for many years dating
back to 1949. General Lease No. 3269 (GL 3269) dated June 1, 1949 was sold at public
auction to Mr. A.M.M. Osorio for a term of 21 years. On December 18, 1953, the Board
approved the assignment of lease from A.M.M. Osorio to Constantine Roumanis. As a
result of damage caused by the tsunami on May 23, 1960, the lease qualified for an
extension under §87 of Act 32, Session Laws of Hawaii 1962. At its meeting of April 4,
1962 under agenda item F-16. the Board approved the extension of lease term through
March 14, 2015. ‘

At its meeting of November 22, 1967 (supplemental). the Board approved the assignment
of lease from Constantine Roumanis, assignor, to M. & Associates, Inc.. assignee. The
assignee submitted plans for the construction of a hotel on the property. This brought
about a change in the use of the premises and resulted in the Board action of April 26,
1968, agenda item F-25, modifying the lease extension agreement by establishing a new
annual rental rate and approving the gratis conveyance of a 10,890 square foot parcel of
private property (Former Parcel 23) fronting the lease land from M. & Associates, Inc. to
the State, subject to an estate of years up to and including March 14, 2015. This parcel is
indicated as dropped parcel 23 on Exhibit A-2 attached. The deed recorded with the
Bureau of Conveyances on July 2, 1968, states in part that it is the intent of the grantor
“to continue to maintain complete control over the use and possession of the premises
until March 14, 2015." Former Parcel 23 is now State land and part of Tax Map Key: (3)
2-1-005:020.

Then, at its meeting of April 24, 1970 under agenda item F-1-b, the Board consented to
the sublease of GL 3269 from M. & Associates, Inc.. sublessor. to Travelodge
International, Inc., sublessee.

At its meeting of February 10, 1984 under agenda item F-1-f, the Board consented to the
assignment of lease from M. & Associates. Inc., assignor, to Richard M. Jitchaku,
assignee. Then at its meeting of February 13, 1987 under agenda item F-2, the Board
consented to the assignment of lease from Richard M. Jitchaku, assignor, to Country
Club-Hawaii, Inc. (Country Club), assignee. The submittal also included a provision for
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the creation of a horizontal property regime (now known as a condominium property
regime (CPR)) allowing the individual units on the property to be converted into
leasehold condominium apartments and created the Association of Apartment Owners of
Country Club Hawaii, Inc. (AOAO). The CPR expired when the lease expired.

At its meeting of February 27, 2015, under agenda Item D-8, the Board approved a one-
year holdover of GL 3269 and subsequent issuance of a month-to-month permit to
Country Club. Country Club intended to assign the lease to the AOAO during the
holdover period, but the parties could not reach agreement on the terms of the
assignment. At its meeting of June 26, 2015, under agenda Item D-4, the Board therefore
rescinded its action of February 27, 2015, Item D-8, approved a three-and-one-half month
holdover of the lease to Country Club, and a subsequent month-to-month revocable
permit to the AOAO for apartment and hotel purposes.

At its meeting of December 14, 2018. under agenda Item D-3, the Board approved the
cancellation of Revocable Permit No. S-7867 and the issuance of a new revocable permit
to a replacement entity formed by the principals of the AOAQO with the name Oceanfront
121. Inc. (Oceanfront 121). Revocable Permit No. S-7914 was thereafter issued to
Oceanfront 121 effective April 1, 2019 for apartment and hotel purposes, and that
disposition remains in effect at the present time. Inspection photographs of the property
from November 5, 2018 are attached as Exhibit D,

REMARKS:

Redevelopment of the subject property has proven to be a challenge. The land is
improved with a 152-room hotel constructed in 1969. A remaining useful life study
completed in April 2014 indicated that the improvements at that time had a remaining
useful life of 5-8 years. An architectural study completed in June 2016 by Erskine
Architects, Inc. (Erskine Report) determined that hotel should be demolished. A copy of
the Erskine Report recommendations as they relate to the subject property is attached as
Exhibit E.

However, the Department has no money to demolish the existing hotel. The Department
procured R.M. Towill Corporation (RM Towill) as a consultant to estimate the cost of
demolition. RM Towill’s report issued in February 2018 determined the demolition cost
would be $6.244.717. During the 2019 legislative session, the Department sought capital
improvement project (CIP) funds to demolish the nearby shuttered Uncle Billy's Hilo
Bay Hotel (Uncle Billy’s). but the legislature declined to appropriate funds. Staff
believes there is little prospect of securing a CIP appropriation from the legislature for the
demolition of the Country Club anytime in the near future. Meanwhile. use of the subject
property for apartment/hotel purposes continues in its aged condition.

The County of Hawaii established the Banyan Drive Hawaii Redevelopment Agency
(BDHRA) in 2016 to master plan the Waiakea Peninsula, but it has no money to pay for
an environmental assessment (EA) /environmental impact statement (EIS) to facilitate a
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master plan. To compound matters, under the Department of the Attorney General’s
interpretation of the EA/EIS laws, the Board cannot authorize the issuance of a lease to a
party for demolition of an obsolete building and construction of a new one without an
EA/EIS first being conducted. That puts the Department in a “Catch-22" situation
because a developer will typically not be interested in paying for the EA/EIS unless the
developer has the certainty of a land lease for the site.

Accordingly, in an effort to break the stalemate preventing much needed redevelopment
at Banyan Drive, staff has been exploring alternatives for the Country Club property that
would not trigger an EA or EIS. The Erskine Report did contain an alternative
reconunendation for repair of the hotel:

ALTERNATIVE RECOMMENDATION: [f the buildings are not
demolished, the obvious alternative would be to REPAIR them. The way
in which repairs are handled could be extremely challenging, the
associated costs could be prohibitive, and the construction schedules could
be time consuming. As such, the types of repairs and the order in which
the repairs are phased should be highly scrutinized. Repairs should be
done proportionately over several years so that the repair cost does not
exceed 50% of the taxable value of the property. Prior to starting any
repair or improvement project, the architect and/or engineers who will
design the repairs should work closely with the [authorities having
jurisdiction] to ensure that grandfathering in of non-conformities can
remain in place. Repairs to address the health, safety and welfare of the
public, as well as repair and maintenance projects to prolong the
remaining useful life of the building should be performed first.

The Erskine Report goes on to list recommended repairs. See Exhibit E.

When the Erskine Report was finalized, the Department provided copies to the County
Planning Department and alerted the County of possible fire safety violations at the
property. The County Building Division and Fire Department both conducted inspections
of the property and found a number of violations contained in reports issued in 2017.
Oceanfront 121 and its predecessor-in-interest worked with the County to address the
violations to an extent that would allow the property to remain habitable.

At least two parties have expressed interest in a long-term lease of the property:
Oceanfront 121" and Tower Development, Inc. (Tower), the latter of whom currently
holds the revocable permit for the former Uncle Billy’s property. The Erskine Report
was made available to both Oceanfront 121 and Tower who nevertheless believe that
rehabilitation of the property is feasible under the alternative recommendation from the

1 Oceanfront 121 reports that Pagoda Hilo Bay LLC (PHB) will manage the hotel effective November 1,
2019 as the Pagoda Hilo Hotel. PHB, an affiliate or a potential new entity owned by Oceanfront 121 and
PHB may also be interested in a long-term lease of the property.
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report. Based on the interest expressed by Oceanfront 121 and Tower, staff is proposing
that the property be put out to lease for renovation and continued hotel and/or apartment
use. Staff believes the proposed RFQ/RFP process is in accordance with the
requirements of HRS §171-59(a) and is preferable to the public auction process for
selecting a lessee for the subject property. A lease for hotel/apartment purposes is the
highest and best use under County zoning.

e Request for Qualifications/Request for Proposals (RFQ/RFP):

HRS §171-59(a) provides that a lease of public land may be disposed of through
negotiation (rather than by public auction) upon a finding by the Board that the public
interest demands it. HRS §171-59(a) also provides a process under which the Board may
select the lessee, which entails the public solicitation of applications/proposals from
prospective lessees and allows the Board to select the lessee based on its evaluation of the
applications/proposals.

Renovation of the existing hotel improvements originally constructed in 1969 will entail
significant effort (e.g., obtaining Special Management Area approval or at least review.,
building permit approval, etc.) and a substantial investment. The improvements contain
hazardous materials that will require remediation as outlined in the Erskine Report and
RM Towill report. The hotel is occupied by both short-term apartment renters and hotel
room renters. Careful planning will be required to protect the health and safety of current
residents and occupants. Additionally, the property currently has 65 parking spaces on
site. County of Hawaii Zoning Code requires a total of 286 spaces for this property. The
property currently has two parking stalls accessible to persons with disabilities when the
law requires seven, and it has no loading zones when the law requires three, including
one loading zone accessible to persons with disabilities. Further, the property is located
on the shoreline and a long-term lessee of the property will need to develop plans and
contingencies for sea level rise.” There are also unpaid sewer and water fees relating to
the property. and unpaid real property taxes on some of the former CPR units that
previously existed there (discussed in more detail below). Staff believes the renovation
efforts, safeguarding of residents and occupants, resolution of the parking stall and
loading zone shortage, sea level rise planning, and resolution of unpaid sewer. water and
real property tax issues are best undertaken by a private lessee with the necessary
expertise and financial capacity.

Due to the expertise and substantial investment required to renovate the hotel, safeguard
residents and occupants, and address the parking and loading zone situation to the
County’s satisfaction, staff believes a lease for the property should be issued by direct
negotiation with a lessee selected via a public RFQ/RFP rather than via the public auction
process. The RFQ/RFP process will allow the Board to evaluate prospective lessees

2 In 2014, a consultant procured by the Department issued a report evaluating the impact of sea level rise
on this and other State properties at Waiakea Peninsula. The study found that the subject land is not
predicted to experience a substantial property loss due to a three-foot sea level rise.
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based on a variety of factors, such as the applicant's qualifications (e.g., experience,
expertise, and financial capacity), and proposed renovation plans for the property (e.g.,
the feasibility of the renovation plans and the proposed benefits to the State), whereas the
public auction process would award the lease based solely on the highest lease rent bid at
the auction.

The proposed RFQ/RFP process is in accordance with HRS §171-59. The RFQ phase of
the RFQ/RFP process provides for the Chairperson to establish criteria for selection of
the Jessee and determine which applicants meet the criteria as required under HRS §171-
59. 1If there is more than one applicant that meets the RFQ criteria, the RFP phase
provides for the qualified applicants to submit proposals. and the Board will select the
highest offer (i.e., the best proposal).

Staff is requesting the Board authorize the Chairperson to issue the RFQ/RFP, establish
the evaluation criteria, evaluate the qualifications of the applicants, solicit proposals from
the qualified applicants (if there is more than one qualified applicant), evaluate the
proposals, select the best proposal, and present the proposal to the Board for approval at a
meeting open to the public. Upon the Board's approval of the selected applicant, the
DLNR will enter negotiations with the selected applicant of a development agreement
and proposed lease. The development agreement and lease will be submitted to the
Board for approval at a meeting open to the public. An outline of the proposed process is
provided as Exhibit F.

The following is a brief summary of proposed evaluation criteria for both the RFQ and
RFP stages:

Request for Qualifications (RFQ). Staff anticipates the applicants will be evaluated
based on criteria that include, at a minimum, the following:

* Experience und Expertise. The applicant shall possess the appropriate
experience and expertise in successfully planning, designing, permitting,
developing, financing, constructing, managing and operating projects
comparable (in size, complexity. scope and services) to the renovation and
operation of the building on the subject property.

» Financial Capacity. The applicant shall possess the financial resources
and the proven ability to arrange debt and equity financing for projects
comparable to the renovation and operation of the subject property.

Request for Proposals (RFP). Staff anticipates the proposals of the qualified applicants
will be evaluated based on criteria that include, at a minimum, the following:

* Renovation and Business Plan. The soundness and feasibility of the
applicant's renovation proposal including applicant’s plan for protecting
the health and safety of current residents and occupants during renovation.
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applicant’s plan for addressing the parking and loading zone shortage on
the property, as well as management, marketing, and financial plans for
the subject property. and the extent to which the applicant's proposal
meets the Department’s development goals and objectives for the

property.
* Community Benefits. Any additional benefits arising from and unique to
applicant’s proposal that will benefit the community of Banyan Drive,

Hilo, and Hawaii Island.

* Financial Plan. The applicant's ability to fund/finance the applicant's
proposed renovations and proposed operations.

e Proposed Development Acreement and Lease:

DLNR will negotiate a development agreement with the selected applicant. Staff
anticipates the development agreement will include various obligations that must be
satisfied by the selected applicant (obtaining all necessary permits. etc.). and that upon
satisfaction of all such terms and conditions, the Board will issue a 65-year ground lease
to the selected applicant to allow the renovation of the hotel.

The development agreement may also address issues such as the selected applicant's
obligations to construct or bond improvements and provisions that address the

determination of the lease rent to be paid under the lease.

e RFQs/RFPs for Two Banvan Drive Projects to Issue Simultancously:

Also before the Board at today's meeting is a request to issue an RFQ/RFP for another
project at Banyan Drive — the former Uncle Billy’s Hilo Bay Hotel designated as Tax
Map Keys: (3) 2-1-005: 033, 034, 035 and 045. Staff intends to issue the RFQs/RFPs for
both projects separately but simultaneously, use the same response deadline for
submissions for both projects and use the same review committees to evaluate the
submissions and select the best proposals for each project. Although the RFQs/RFPs for
the two projects will be moving forward on parallel tracks, submissions for each project
will be evaluated independently from the other. In other words, the evaluation committee
will recommend the highest offer/best proposal for each site to the Board for selection.

Staff circulated a draft of this submittal to the federal. state, and County of Hawaii (COH)
agencies listed in the table below with the results indicated:

Agency Comment
DLNR-Engineering No comments
DLNR-Historic Preservation No response by suspense date
DLNR-Office of Conservation and No objections
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Agency Comment
Coastal Lands
Office of Hawaiian Affairs No response by suspense date
COH-Planning Departiment No response by suspense date
COH-Banyan Drive Hawaii No response by suspense date
Redevelopment Agency
COH-Department of Public Works No response by suspense date
COH-Department of Water Supply No objections
COH-Fire Department No response by suspense date
COH-Department of Environmental See comments attached as Exhibit G and
Management discussion below

COH Department of Environmental Management (DEM) stated that as of July 18, 2019,
there was a balance of $174,608.83 owed on a stipulated judgment regarding delinquent
sewer fees for the property. DEM also advised that the active sewer account for the
property has a balance of $10,360.00, of which $5,280.00 was past due as of July 23,
2019. DEM further reported that there are is a real property tax delinquency associated
with the property in the amount of $96.655.56, including unpaid taxes, penalties and
accrued interest. See Exhibit G attached.

Regarding the real property taxes. penalties and interest, staff researched the delinquency
and determined that it relates to unpaid taxes on the individual condominium units when
the property was a leasehold condominium. When the lease expired, so did the
condominium property regime. In staff’s view, it would not be equitable for COH to
hold Oceanfront 121 or any other potential lessee accountable for that delinquency.
Instead, COH would likely have to pursue the former condominium unit owners
individually for payment of their respective obligations (a real property tax lien cannot
attach to the State’s fee simiple interest in the land). It is less clear what effect the
outstanding balance on the stipulated judgment for sewer fees would be on a new Jease of
the property. As noted above, staff plans do disclose these issues to potential RFQ/RFP
applicants and ask them how they plan to address them.

Staff also sent a draft of this submittal to Oceanfront 121 who expressed concern that it
has expended substantial amounts of money on improvements to the property in recent
years to cure County building. plumbing. electrical, and fire code violations. Oceanfront
121 reports these expenditures include:

Table 1
Date Item Cost
5/17- Elevator repairs and improvements for two elevators at $108,123.70
12/18 property.
12/20/17 | Emerald Isle Pipe Supply. Inc. — Replace water supply 12,843.67
line between main water meter and fire hose boxes.
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Date Item Cost

01/04/18 | Emerald Isle Pipe Supply, Inc. — Installation of backflow 25,200.00
preventer.

03/15/18 | Emerald Isle Pipe Supply. Inc. — Disassemble 4™ dry 2,246.43

standpipe fire connection on roof and re-pipe away from
edge of roof to corner of elevator shaft.

09/27/18 | All the Way Plumbing LLP — Seal plumbing and address 10,208.36
building infrastructure issues to cure fire code violations
(ceiling openings in underground parking garage).

Total: | $158,622.16

Oceanfront 121 also reports that it paid the following debts, delinquencies and attorneys’
fees relating to the property:

Table 2
Item Cost
Hawaii Electric Light Company, Inc. charges for electrical service $400,000.00
County wastewater delinquency 100,000.00
Attorneys’ fees and costs primarily for eviction of delinquent 279.908.67
tenants
HR Works — Old debt at end of lease paid off at 03/01/15 9,000.00
Insurance costs 47,000.00
Total: 5835,908.67

In staff’s view, the expenditures listed in Table | above were for necessary improvements
to the property that would need to be incurred by any permittee or lessee for continued
use of the premises as a hotel or apartment building. [t therefore seems reasonable to
provide for the reimbursement of these costs to Oceanfront 121 if it is not selected as the
lessee under the RFQ/RFP. Accordingly, staff is including a recommendation below that
the RFQ/RFP documents provide for the reimbursement to Oceanfront 121 by the
selected lessee under the RFQ/RFP (if Oceanfront 121 is not the selected lessee) in an
amount up to $158,622.16.

Although staff recognizes that Oceanfront 121 additionally spent significant sums paying
down delinquent utility service accounts and incurred substantial legal fees and costs in
removing delinquent tenants from the property, staff believes the case for requiring a
potential lessee to reimburse Oceanfront 121 for these expenses is less compelling
because they relate to operating expenses rather than outlays for physical improvements
to the premises. Furthermore, with respect to attorneys’ fees and costs, staff understands
that in civil litigation when a court awards such fees and costs to a party, the court
reviews the fees and costs for reasonableness. Staff does not have the expertise or
wherewithal to conduct a such a review of Oceanfront 121°s fees and costs here.

The proposed use has continued since 1969 and will continue. Such use has resulted in
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no known significant impacts, whether immediate or cumulative, to the natural,
environmental and/or cultural resources in the area. As such, staff believes that the
proposed use would involve negligible or no expansion or change in use of the subject
area beyond that previously existing.

RECOMMENDATION: That the Board:

1 Declare that, after considering the potential effects of the proposed disposition as
provided by Chapter 343, HRS, and Chapter 11-200.1, HAR, this project will
probably have minimal or no significant effect on the environment and is
therefore exempt from the preparation of an environmental assessment.

o

Find that the public interest demands that a lease of the subject property be
disposed of through negotiation pursuant to §171-59(a), HRS, as amended.

(5]

Delegate the authority to the Chairperson to (i) issue a request for qualifications /
request for proposals consistent with HRS §171-59(a) for the selection of the
lessee; (ii) establish the criteria for evaluating and selecting the lessee; (iii) accept
and evaluate the applications submitted by prospective lessees; and (iv) make a
preliminary determination and recommendation to the Board of the best applicant:
provided, however, that the RFQ/RFP documents shall notify all prospective
applicants that if Ocean front 121, Inc. is not selected as the lessee under the
RFQ/RFP, the successful applicant will be required to reimburse 121 Oceanfront,
Inc. $158,622.16 for improvements made to the property.

4, Authorize the Chairperson to modify the RFQ/RFP process or requirements if in
the best interest of the State and consistent with HRS §171-59.

espectfully Submitted,

s WA
\Kevin E. Mocfre J /
rator

Assistant Adminis

APPROVED FOR SUBMITTAL.:

4 (2f) 12
Muzan D Case, ( Chairperson

Land Board Meeting: December 13, 2019; D-Z: Approved as submitted.

Approved as submitted. See attached page.


https://158,622.16

Land Board Meeting: December 13, 2019; D-2: Approved as submitted.

Approved as submitted. John Rickle, counse! for Oceanfront 121, Inc. made a verbal
request for a contested case, and will follow-up; in writing for the same within ten (10)
days.
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EXCERPT OF SECTION 171-59, HAWAII REVISED STATUTES

§171-59 Disposition by negotiation. (a) A lease of public land may be disposed of through
negotiation upon a finding by the board of land and natural resources that the public interest
demands it. Where the public land is being sought under this section by a sugar or pineapple
company, and the company is the owner or operator of a mill or cannery, then, for the purposes
of this section, the economic unit shall be that acreage of public land which when taken together
with the lands already owned or controlled or available to the company, when cultivated is found
by the board to be necessary for the company's optimum mill or cannery operation. In all other
cases, public land to be sold under this section shall be an economic unit as provided in section
171-33(3).

After a determination is made to negotiate the disposition of a lease, the board shall:

(1) Give public notice as in public auction, in accordance with the procedure set forth in
section 171-16(a), of its intention to lease public land through negotiation setting forth the
minimum conditions thereunder, the use for which the public land will be leased. Any person
interested in securing the lease shall file an application with the board not later than forty-five
days after the first publication of the notice:

(2) Establish reasonable criteria for the selection of the lessee; provided that where the
intended use of the land is agriculture, the department of agriculture shall establish the criteria;

(3) Determine the applicants who meet the criteria for selection set by the board or the
department of agriculture, as the case may be, and notify all applicants of its determination. Any
applicant may examine the basis of the determination, which shall be in writing, to ascertain
whether or not the conditions and criteria established by the board or the department of
agriculture were followed; provided that if any applicant does not notify the board of the
applicant's objections, and the grounds therefor, in writing, within twenty days of the receipt of
the notice, the applicant shall be barred from proceeding to seek legal remedy for any alleged
failure of the board to follow the conditions and criteria.

If only one applicant meets the criteria for selection of the lessee, the board may, after notice
as provided in (3), above, dispose of the lease by negotiation.

If two or more applicants meet the criteria for the selection of the lessee, the board shall select
the lessee who submits the highest offer contained in a sealed bid deposited with the board.

EXHIBIT B
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December 13, 2019

EXEMPTION NOTIFICATION

Regarding the preparation of an environmental assessment pursuant to Chapter 343, HRS and
Chapter 11-200.1, Hawaii Administrative Rules (HAR).

Project Title:

Project / Reference No.:
Project Location:

Project Description:

Chap. 343 Trigger(s):

Exemption Class No.
and Description:

Authorize the Issuance of a Request for Qualifications / Request for
Proposals for Lease of Improved Public Land.

PSF No. 19HD-078.
Waiakea, South Hilo, Hawaii, Tax Map Key: (3) 2-1-005:020.

The subject property is currently improved with a 152-room hotel under
month-to-month Revocable Permit No. S-7914 to Oceanfront 121, Inc.
for apartment and hotel purposes. The Department of Land and Natural
Resources intends to issue a Request for Qualifications / Request for
Proposals (RFQ/RFP) for a new long-term lease of the property for
apartment and hotel purposes and the sale of the existing improvements
thereon by bill of sale. The lessee selected through the RFQ/RFP process
would then be able to demolish or renovate the existing structure on the
land consistently with the exemption classes and item numbers
referenced below.

Use of State Land

In accordance with HAR Section 11-200.1-15 and the Exemption List
for the Department of Land and Natural Resources reviewed and
concurred on by the Environmental Council and dated June 5, 2015, the
subject request is exempt from the preparation of an environmental
assessment pursuant to Exemption Class No. 1 that states, “Operations,
repairs or maintenance of existing structures, facilities, equipment, or
topographical features, involving negligible or no expansion or change
of use beyond that previously existing,” and Item 47 that states, “Leases
of state land involving negligible or no expansion or change of use
beyond that previously existing;” Exemption Class No. 7 that states,
“Interior alterations involving things such as partitions, plumbing, and

EXHIBIT C



Exemption Notification for

RFQ/RFP for Lease and Sale of Improvements

TMK No.: (3) 2-1-005:020
Page 2

Cumulative Impact of
Planned Successive
Actions in Same Place
Significant?:

Action May Have
Significant Impact on

Particularly Sensitive
Environment?:

Analysis:

Consulted Parties:

Recommendation:

electrical conveyances,” Item 1 that states, “Interior alterations and
renovations to offices, buildings or structures that do not increase the
floor area or change the maximum occupancy to include:

a. installation of office partitions, utility outlets or connections, air
conditioning, lighting, and security systems;

b. renovations required to bring existing structures into compliance
with current building codes and applicable health, safety, and access
regulations;

c. renovations that will result in energy or other operational/cost
savings; or

d. other similar interior alterations;” and
Exemption Class No. 8 that states, “Demolition of structures, except
those structures located on any historic site as designated in the National
Register or Hawaii Register as provided for in the National Historic
Preservation Act of 1966, Public Law 89-665, or Chapter 6E, Hawaii

-Revised Statutes,” Item No. 2 that states, “Demolition and removal of

existing structures, facilities, utilities, and other improvements on state
lands, except those structures located on any historic site as designated in
the National Register or Hawaii Register as provided for in the National
Historic Preservation Act of 1966, 16 U.S.C. §§470 et. seq., as amended,
or Haw. Rev. Stat. Chapter 6E.”

No. The use of the land for apartment and hotel purposes is compliant
with county zoning requirements, and such use has existed since 1969,
Staff believes there are no cumulative impacts involved.

No. There are no particularly sensitive environmental issues involved
with the proposed use of the property. The property has been used for
hotel and apartment purposes since 1969. The property is located on
the shoreline, but a sea level rise study commissioned in 2014 showed
that a three-foot sea level rise would not have a significant impact on
the use of the property.

The subject land has been improved with a 152-room hotel and used
for hotel and apartment purposes since 1969. A new lease for hotel
and/or apartment purposes and the sale of the improvements on the
property to the lessee under the new lease will involve negligible or no
expansion or change of use beyond that previously existing.

Agencies listed in the attached submittal.
That the Board find this project will probably have minimal or no

significant effect on the environment and is presumed to be exempt
from the preparation of an environmental assessment.

EXHIBIT C



EXHIBIT D
Inspection Photos of RP S-7867 on 11/05/2018:

Streetside View

New Backflow Prevention Device

------------



Kitchenette and Bathroom in renovated room
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Sleeping area and entry with bathroom and kitchenette

to the left and right at back of photo



Bathroom and kitchenette from previous photo



Kitchenette and bedroom of a double room




Bathroom of a double room
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Kitchenette and sleeping area of
a nicely renovated room




Another nicely renovated room
with kitchenette, sleeping area

and bathroom.




EXCERPT OF JUNE 2016 REPORT OF ERSKINE ARCHITECTS, INC.

3.2.2 Country Club Condominium/Hotel

PRIMARY RECOMMENDATION is DEMOLISH: Although not in a state of complete disrepair yet, it
appears that Country Club is headed in that direction. The overall building and property is in poor
condition. The remaining useful life was estimated to be at 5-8 years, and that was back in 2014. It does
not appear that significant improvements to the building have occurred that would extend the remaining
useful life. The parking areas and driveway are in poor condition. The parking lot is undersized and does
not meet the required parking count. The mauka and makai wings are dated in appearance, unkept and
contain an unpleasant odor. Both wings have many areas of non-compliance when compared against the
current building code, including a few areas that need to be improved to address potential life safety
concerns. The building and property do not meet accessibility standards. Of the areas tested for
hazardous materials, a significant amount of asbestos containing materials was identified. Removal of the
hazardous materials would be expansive and costly. The opinion of probable cost to address the areas of
distress is significant and exceeds the taxable value of the property.

There are considerable areas of concern with this property. Of particular concern is the overall lack of
maintenance leading to the poor condition of the building. The restaurant is also closed, probably as a
result of the lack of maintenance and unkept overall appearance. Another concern is that the building is
six stories tall and not fire sprinklered. Granted, the building did not need to be fire sprinklered when it
was originally constructed. But, due to other fire safety concerns described herein, the lack of fire
sprinklers becomes more problematic. Both stair wells are not fire rated, or maintained properly so that
fire rating can be achieved. The stair tower in the makai wing is enclosed but does not meet 1-hour
construction as the doors are damaged and do not close properly. The stair also discharges at the ground
floor near an unprotected laundry area. Access into the stair tower is via two doors in succession, both of
which don't meet accessibility maneuvering clearance or latch properly. The stair adjacent to the mauka
wing is entirely unenclosed and bordered by a glass curtain wall on one side. The mauka wing open air
walkway that provides access to the rooms on each floor terminates in a dead end condition. The
partitions at the dead ends are constructed out of stacked decorative masonry blocks that are non-
structural. The stacked masonry blocks also contain large openings, thereby not meeting the definition of
guardrail. The openings are also large enough for an infant or toddler to crawl through. These masonry
partitions occur at each floor level described above, near the unenclosed stairway and borders several of
the balconies. The masonry partitions bordering the balconies appear to be failing in several areas.

In the mauka tower, the corridor splits near the elevator and ends at the exterior walls of the building. A
window occurs at both corridor ends. The windows are operable and usually in the open condition as they
are relied upon for ventilation. The sill of the window is low enough creating a fall hazard. The window
openings are required to be protected by a guardrail. The carridor in the mauka wing is dark, not properly
illuminated, and the ceilings are too low. Both elevators do not open into an elevator lobby. Fire protection
devices are not readily apparent. Numerous miscellaneous and outdated or non-functioning equipment
remains in place on the roofs and ground floor. Old equipment can pose a fire risk if not properly
maintained. The required fire separation between the parking lot and 24 floor ceiling in the breezeway
does not meet fire separation requirements.

The recommendation for this property is DEMOLISH. The opinion of probable cost to address the areas
of distress is excessive, especially when compared to the taxable value of the property. The cost of the
repairs will exceed 50% of the taxable value of the property, even if improvements were spread out over a
number of years; unless coordination with County inspectors could occur and the State be cited for code
violations, thereby exempting those costs from the 50% rule. In order to address the areas of distress, it is
likely that portions of the building and/or site otherwise not intended to be repaired or improved would be
required to conform to current land use regulations and/or building codes. This would result in a domino
effect of planning and design challenges that would also possibly include numerous regulatory reviews
and approvals, thereby resulting in excessive design fees and lengthy delays. The construction that would
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be necessary to address the areas of distress would need to occur over a series of phases taking several
years, requiring numerous intermittent shut downs of the building or portions of the building, and be
extremely challenging from a marketing or logistical standpoint for management. The property is large
enough that a new development could occur here without a significant loss of use of the property.

Regardless of new development or demalition of an aged and deteriorating structure, strong public
opposition is sure to occur. Because of the preponderance of health, safety and welfare issues, numerous
building, and accessibility code violations, large quantities of hazardous materials, is in poor condition and
would be cost prohibitive to repair and retrofit into compliance with current building and accessibility
codes; protection of the health, safety, and welfare of the public should take precedence.

The demolition of a six story structure along the shoreline is a difficult, timely, and expensive endeavor.
The demoalition phase will require several years to complete. A considerable amount of reports, studies,
and surveys will need to be conducted, reviewed, and approved by the authorities having jurisdiction
hefore a demalition permit can be applied for. Some of the reports, studies and surveys may include but
is not limited to the following; botanical survey, avian and terrestrial mammal survey, air quality study,
noise study, marine and water quality study, archaeological survey plan, inventory and monitoring plan,
cultural impact assessment, engineering report(s), soils testing and solid waste management plan, and
special management area permit. Additional environmental engineering for the survey, testing, and
identification of hazardous materials is also warranted. The myriad of regulatory bodies that would be
charged with reviewing the reports, studies and surveys may include but is not limited to the following; US
Army Corps of Engineers, State DLNR, State DOH, County Department of Environmental Management,
County Planning Department, County Building Division, County Engineering Division, County of Hawai'i
Fire Department, County DWS, HELCO, and others.

ALTERNATIVE RECOMMENDATION: If the building is not demolished, the obvious alternative would be
to REPAIR it. The way in which repairs are handled could be extremely chalienging, the associated costs
could be prohibitive, and the construction schedules could be time consuming. As such, the types of
repairs and the order in which the repairs are phased should be highly scrutinized. Repairs should be
done proportionately over several years so that the repair cost does not exceed 50% of the taxable value
of the property. Prior to starting any repair or improvement project, the architect and/or engineers who will
design the repairs should work closely with the authorities having jurisdiction to ensure that
grandfathering in of non-conformities can remain in place. Repairs to address the health, safety and
welfare of the public, as well as repair and maintenance projects to prolong the remaining useful life of the
building should be performed first. The following minimum repairs include, but are not limited to the
following:

« FIRE PROTECTION STRATEGY: Assess the existing overall fire protection strategy of the
building.

e PHYSICAL TESTING OF FIRE PROTECTION DEVICES: Test all fire protection devices (fire
alarm panel, pull boxes, emergency lighting, strobes, horns, smoke detectors, fire extinguishers,
etc.) throughout the facility. Repair and/or improve the overall fire protection system and all fire
protection devices so that the building is in compliance with current County Fire Code.

» HAZARDOUS MATERIALS ABATEMENT PLAN: Assess locations of hazardous materials to
determine where the materials are located and how they may be impacted by the repairs being
contemplated. Develop a hazardous materials abatement plan.

s IMPROVEMENT OF LIGHTING: Improve lighting in all common areas so that they are properly
illuminated. Install emeargency lighting in all common areas.

« EXIT SIGNS: Install properly illuminated exit signs with directional arrows.

«  MAKAIWING STAIR TOWER: Repair the makai wing stair tower so that it is protected by not
less than 1-hour rated construction. Replace all stair tower doors and door frames so that they
are 45 minute rated minimum and properly labeled. All door hardware should be replaced. Doors
should latch properly and meet clearance requirements after installation. Approach, entry and exit
at doors should be assessed, and where structurally practicable, be improved to address
accessibility mansuvering clearances. Proper signage, lighting and building emergency exit
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diagrams should be installed inside the stair tower. Accessible signage should be installed at
each floor level, both inside and outside of the stair tower. Any penetrations into the stair tower
should be repaired or fire stopped so that the 1-hour rating is not compromised.

= MAUKA WING STAIR TOWER: Remove the glass curtain wall bordering the mauka wing stair.
Patch the openings with construction materials and/cr openings that meet the allowable
construction type and building code. Demolish the stair assembly and replace with a new stair
assembly that complies with accessibility requirements. Provide proper lighting and signage
around the stair at each floor level. At the top and bottom landings at each stair run, ensure that
proper accessible maneuvering clearances are met.

s MAUKA WING DEAD END CORRIDORS: Construct a new 1-hour rated enclosed stair tower at
or near the end of the common area walkway so that the dead end corridor condition is brought
into compliance. The stair tower will connect to each floor level of the building and exit at grade.

o DECORATIVE MASONRY BLOCKS: Replace all decorative masonry blocks throughout the
building with guardrails or solid walls.

»  MAUKA WING WINDOWS: Install guardrails at all common area windows,

«  NON-FUNCTIONING EQUIPMENT: Remove all inoperable or unused electrical and mechanical
equipment.

s LAUNDRY AREA: Construct a laundry room that is protected by the required fire rating.

[t is important to note that by addressing the HSW issues noted above, other anticipated and
unanticipated code compliance measures will be triggered. At the on-set of future repair projects, the
owner and their designers should work closely with the Authorities Having Jurisdiction (AHJ) to ascertain
to as much of an extent as possible, other code compliance measures that the AHJ's will require before
design drawings are advanced too far. The types of code compliance measures and other requirements
that might be imposed by the AHJ's could potentially be so onerous, that the repair project under
contemplation would need to be halted due to structural impracticability, scheduling concerns, land-use
compliance measures or simply be too expensive.
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OUTLINE OF PROPOSED PROCESS
Board of Land and Natural Resources (the "Board") authorizes issuance of RFQ/RFP
DLNR publishes notice of, and issues, RFQ

DLNR (or an evaluation committee) reviews applicants' submitted qualifications and
determines which applicants meet the evaluation criteria

If more than one qualified applicant, DLNR issues RFP to the qualified applicants (or to a
‘short list" of qualified applicants)

DLNR (or an evaluation committee) evaluates proposals and selects applicant with best
proposal for recommendation to the Board

DLNR presents selected applicant to the Board for approval (at a public meeting)**

DLNR enters into exclusive negotiations with selected applicant of a development
agreement and proposed lease

DLNR presents development agreement and proposed lease to the Board for approval
(at a public meeting)**

DLNR and selected applicant execute development agreement

Selected applicant undertakes due diligence and seeks approvals and permits (e.g.,
SMA assessment, building permits)**

If selected applicant satisfies all terms/conditions of the development agreement, DLNR
issues lease to selected applicant

““Public review/comment opportunities
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William A. Kucharski

Harry Kim
Mayor Director
Wilfred M. Okabe Diane A. Noda
Managing Director Deputy Director
b‘.
Connty of Hafuai’
DEPARTMENT OF ENVIRONMENTAL MANAGEMENT
345 KekGanao‘a Street, Suite 41 - Hilo, Hawai‘i 96720
Ph: (808) 961-8083 - Fax: (808) 961-8086
Email: cohdem@hawaiicounty.gov
July 23, 2019
Mr. Kevin E. Moore ™ S;:_—_
Department of Land and Natural Resources ==
R i = o
Land Division = ol
P.0. Box 621 g 92

Honolulu, HI 96809 s 78

Subject: Request to Authorize the Issuance of an RFQ/RFP for Lease of Public Lands
Together with Conveyance of Improvements Thereon by Bill of Sale
Location: Waiakea, South Hilo, Hawai‘i
Tax Map Key: (3) 2-1-005:020
Applicant: Department of Land and Natural Resources, Land Division

Dear Mr. Moore:

The County of Hawai‘i Department of Environmental Management has two comments on
the above subject:

1. The County of Hawai'i has a Stipulated Judgment regarding delinquent sewer
fees owed for this property. As of July 18, 2019, the balance owed on the
judgment, with accrued interest, is $174,608.63. In addition to the judgment,
there is also a balance of $10,360.00 owed on the active sewer account, of which
§5,180.00 is now past due. The Department of Finance is also showing a Real
Property Tax delinquency in the amount of $96,655.56 reflecting unpaid taxes,
penalties, and interest accrued to date. We request that the outstanding debts
for this property be paid with any potential proceeds. If you require the
documents regarding these debts, let us know and copies will be provided.

2. It should be noted that if the hotel on the property gets demolished, as
recommended in the June 2016 report by Erskine Architects, Inc., the

County of Hawai‘i is an Equal Opportunity Provider and Employer EXHIBIT G
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construction and demolition debris will need to be privately trucked to the West
Hawai'i Sanitary Landfill.

Thank you for the opportunity to review and comment on this matter.

Sincerely,

V/illi m A. Kucharski

Director

WEK:mef
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RANKING CRITERIA AND SUMMARY OF PROPOSALS SUBMITTED
FORMER COUNTRY CLUB CONDOMINIUM HOTEL

RFQ/RFP Criteria

TDI Proposal

MLD Proposal

PHB Proposal

Degree to which the repair,
renovation and operation of the
property will be undertaken by a
qualified private sector lessee
who will bear all costs without
subsidy from DLNR.

Applicant has established track
record with renovation of Grand
Naniloa Hotel. Applicant will retain
existing building envelopes,
demolish current interior
improvements and exterior
cosmetic and deferred
maintenance items and
substantially renovate the balance
of the project. Proposal states
applicant will pay all costs of repair
and renovation. No subsidy from
DLNR.

Proposal is to rehabilitate
property and convert it to 65
permanent, affordable
apartments for seniors. Financed
through Low-Income Housing Tax
Credits and permanent and soft
debt. Redevelopment will target
life-safety features such as
installation of fire alarm system
and GFCl outlets. Use of green
measures like PV panels, recycling
stations, low-flow plumbing
fixtures, etc. 95% of units will be
rented to households earning 60%
AMI, 40% of units will be rented
to households earning 40% of
AMI.

Proposal to redevelop 152 units of
existing building. Initially, 60% will
be available for transient
accommodations and 40% for
long-term rental. Long-term goal
is to become 100% transient.

Degree to which proposal
restores the property to its
highest and best use to the extent
permitted by under applicable
law, including but not limited to
Chapters 171 and 343, HRS.

Applicant proposes to repair,
renovate and rebuild the existing
structure and turn it into a Home2
Suites or another limited-service
branded hotel by Hilton. Overall
development approaches highest
and best use considering the
limitations on redevelopment
under Chapter 343, HRS.

Proposal is for affordable rental
housing and does not take
advantage of resort zoning on
property.

Initially, 60% of units will be
available for transient
accommodations and 40% for
long-term rental. Long-term goal
is to become 100% transient.
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RFQ/RFP Criteria

TDI Proposal

MLD Proposal

PHB Proposal

Degree to which the proposal
provides a benefit to the
community of Banyan Drive, Hilo
and Hawaii Island.

Proposal will provide additional
accommodations in East Hawaii
and approximately 50 jobs for
hotel operation. Also amenable to
including apartment use if
requested by the State. Project will
be designed to fit into natural
beauty of Hilo Bay area. Applicant
lists other benefits to the
community including provision of
parking to Liliuokalani Gardens and
Reeds Bay Parks (on land leased by
applicant's affiliate, WHR LLC),
grant of trail rights through and
across the Naniloa Golf Course
(also WHR LLC leased lands), and
dedication of golf course to DLNR
and County of Hawaii for cultural,
Hula, conferencing and public use.
However, these benefits would
require prior approval of the BLNR
to implement.

Provide 65 units of long-term
affordable rental housing for East
Hawaii to help meet legislative
goal of adding 22,500 units by
2026. Transform blighted property
to vibrant affordable housing
community.

Building will be restored as a
gathering place and an affordable
destination for tourists and locals
alike.

Degree to which the proposal
maximizes the financial returns to
the State in a timely manner. In
evaluating applicant's proposed
lease rents, preference will be
given to the proposed annual
minimum base rents over the

Proposal pays rent to the State
beginning in year 2 of the lease
(after one-year rent waiver). The
rent is $75,000 per year for the
first 10 years and steps up 1.5% per
year beginning in year 11. The rent
may be near market rent
considering the extent of the

Applicant proposes to purchase
the existing improvements at a
price of $650,000. However, fee
simple sale of the improvements
is not permitted under Chapter
171. DLNR can only lease land and
improvements. Applicant
proposes to pay 0 rent for the first

Proposed rent is $54,000 for years
1-2; $24,000 for year 3; for years
4-10, rent will be $96,000/year
plus 5% of gross revenue over
breakpoint of $1.92 million. For
years 11-20, rent will be 75% of
the average cumulative rent paid
over years 4-10, but not less than
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RFQ/RFP Criteria

TDI Proposal

MLD Proposal

PHB Proposal

proposed percentage rents.

investment required to be made in
the property. Appraisal will be
ordered to determine market rent
based applicant's investment in
demolition/ renovation.

17 years of the lease.

$114,000 plus 5% of revenue over
breakpoint. For years 21-30, rent
will be 75% of the average
cumulative rent paid over years
11-20, but not less than $150,000
plus 5% of revenue over
breakpoint. No lease rent waiver
requested.

Organization of the business
plan, reasonableness of the
development schedule, and
demonstrated understanding of
the requirements necessary to
implement the repair, renovation
and operation proposal in a
timely manner.

Applicant's development schedule
appears reasonable and
demonstrates an understanding of
the requirements necessary to
implement the project. The
schedule includes 3 months for
development agreement, 6 months
for lease approval, 18 months for
design, DLNR approval, and
permitting, and 18 months for
construction. A 30-day employee
training period would precede
opening of the hotel for business.
Applicant's affiliate, WHR LLC, able
to provide additional parking on
golf course parcel under lease for
Grand Naniloa Hotel through a
sublease with BLNR consent.
Applicant states Aimbridge/
Evolution Hospitality, the same
company that manages the Grand
Naniloa Hotel, would manage the

Due diligence of 6 months, secure
financing and close in 18 months,
construction and break even 18-
24 months, initial restrictive
covenants of 15 years, extended
affordability use of 46 years.
Applicant intends to enter into a
Regulatory Agreement and
Declaration of Restrictive
Covenants with HHFDC.

Building will continue to operate
with short- and long-term rentals
for first two years of lease. In third
year, building will be vacated for
renovations expected to take 12
months. In fourth year, building
will be re-opened for hybrid
transient and long-term rentals.
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TDI Proposal

MLD Proposal

PHB Proposal

property.

Demonstrated understanding of
the required land use
entitlements and government
approvals and evidence of the
ability to obtain said
entitlements/approvals in a
timely manner.

Demonstrates understanding of
applicable requirements for zoning,
setbacks, parking, coastal zone
management due to location of
property in Special Management
Area, building codes. Applicant's
affiliate, WHR LLC, able to provide
additional parking on golf course
parcel under lease for Grand
Naniloa Hotel through a sublease
with BLNR consent.

Applicant intends to retain permit
expediter familiar with Planning
Department's permitting process.

Applicant will contract G70 to
assist with permitting process.
G70 proposal submitted contains
references to a Keauhou Bay
project owned by Kamehameha
Schools. It also discusses a draft
environmental assessment, which
should not be necessary for this
project since it involves
renovation of an existing structure
and not new construction.

Demonstrated market and
financial feasibility of the
development proposal.

$20 million total estimated project
cost, of which about $15.1 million
is hard costs. In the first year of
hotel operations, applicant projects
about $5.4 million in total revenue,
with revenues increasing each year
thereafter.

Total estimated project cost of
about $28 million, with a
construction budget of about $19
million. In the first year of
operations, applicant projects
about $650,00-700,000 in rent
revenue, with revenue increasing
each year thereafter.

Initial funding of $2 million to
acquire lease, of which $1.5
million will be financed.
Renovations estimated to cost
between $7-9 million and take
one year. Total revenue projection
for lease year 1 is $1.2 million,
increasing in subsequent years.
After renovations are completed,
total revenue increases to $2.9
million in year 4. Marketing
analysis included in proposal by
Lights on Digital.

Demonstrated ability to finance
the development proposal.

Applicant's construction lender,
Hall Hilo, LLC, has an established
track record with the financing of
the improvements of the Grand

Applicant plans to reach out to its
many contacts in equity and debt
financing markets to obtain the
best pricing. No preliminary

Renovation will be financed
through either a local or mainland
lender. Letters of interest from
two lenders for short- and long-
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RFQ/RFP Criteria

TDI Proposal

MLD Proposal

PHB Proposal

Naniloa Hotel. Lender to finance
60% of the total cost, with
applicant paying 40%.

commitment letters available at
this time.

term loans. Applicant willing to
provide additional collateral as
security for loan.
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November 30, 2020 HILO, Ha¥ 1 s
Suzanne Case, Chairperson
Department of Land and Natural Resources, Land Division
1151 Punchbow! Street, Room 220
Honolulu, Hawaii 96813
808.587.0419

Gordon C. Heit, Compliance Officer
Hawaii District Land Office

75 Aupuni Street, Room 204

Hilo, Hawaii 96720

808.961.9590

Re: Country Club Condominium Hotel - 121 Banyan Drive, Hilo, Hawaii {“Country Club”) -
Tax Map Keys: (3) 2-1-005:020 - Request for Proposal (“RFP”)

Aloha Chair Case, Mr. Heit, and Board Members:

This letter is submitted on behalf of Tower Development, Inc., a Hawaii corporation (“Tower”), which is
the developer of the current Lessee for the Grand Naniloa Resort, a DoubleTree by Hilton (“Naniloa
Hilton”), which is located at 93 Banyan Drive, Hilo, Hawaii 96720. Tower is honored to respond to the RFP
and offer our expertise to further assist DLNR in the redevelopment of Country Club and the Banyan Drive
corridor, which should beautify Hilo and stimulate economic growth. Tower’s proposal (“Proposal”) is
attached hereto as Exhibit “A”.

We look forward to this opportunity to further the beautification of Banyan Drive, Hilo and Island of
Hawaii.

Z =

Edward L. Bushor Stuart L. Miller
Chief Executive Officer President
Tower Development, Inc. Tower Development, Inc.

cc: Kevin E. Moore, Department of Land and Natural Resources
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Reguest for Proposal

PROJECT: Country Club Condominium Hotel
ADDRESS: 121 Banyan Drive, Hilo, Hawaii (“Country Club” or “Property”)
TAX MAP KEYS: (3) 2-1-005:020

Introduction:

On behalf of Tower Development, Inc. (“Tower”), the current lessee for the Grand
Naniloa Resort a DoubleTree by Hilton (“Hilton”), Tower has already commenced
the redevelopment of Banyan Drive with its good faith efforts to invest and fully
renovate the Naniloa into the Hilton.

Tower is committed to continue the Banyan Drive redevelopment with the next
phase being redevelopment of both the Uncle Billy’s and Country Club sites. We
appreciate you issuing the RFP, and are confident that Tower is the appropriate,
and qualified developer to complete the redevelopment of both Uncle Billy’s and
Country Club. Through its extensive experience in demolition, renovation,
environmental remediation, construction, development, financing, its relationship
with DLNR and its experience working on the Island of Hawaii, and specifically
Banyan Drive makes this project and Tower a unique and rare match.

We have been planning the redevelopment of Country Club since February 2016
when we first submitted our proposal to DLNR and have procured a qualified
team to complete the project for the benefit of the County, State, Hilo and the
surrounding community.

Request for Proposal: Country Club

Submission Requirements:

Each qualified applicant shall submit a renovation / operation proposal, which
proposal shall include: (1) a demolition / partial demolition and/or repair /
renovation plan; (2) an economic proposal; and (3) a business plan. The
renovation / operation proposal shall include the information and materials
requested below and shall be organized in a manner that is consistent with the
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headings and sequence presented below. Applicants shall each submit five (5)
hard copies and one electronic copy on a CD of their renovation / operation
proposals.

- EOUSHIEE. Above
ii. EXGCUtiVESUmMImany. Provide an executive summary of the critical aspects of

the applicant’s repair, renovation and operation proposal.

Tower’s development and operation plan for the Property includes: (1) Developing
a Home2 Suites, or another limited service branded hotel by Hilton in compliance
with all relevant laws governing public lands (see attached letter of support from
Hilton); (2) Tower will substantially renovate, repair, and rebuild where necessary,
to the first-class standards of the Naniloa or better. Based on Tower’s experience
at the Naniloa, Tower is uniquely qualified to minimize demolition and maximize
the utility of existing structures; (3) Tower will operate the entire Property as a
Hotel and as a second option, if DLNR requests or considers need for apartment
units, Tower is more than happy to equally improve the Project to implement as
many apartment units as sought by DLNR; (4) Tower will have its existing
management company that currently operates the Naniloa Property, which is
Aimbridge/Evolution Hosptality, manage the Property; (5) subleases for the
property could be implemented for food and beverage and tourism activities; and
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(6) Tower intends to employ approximately 50 employees in the new Hotel
operations.

iii. Repait, B tio g Operation Plan. Provide the applicant’s repair,
renovatlon and operatlon plan for the Subject Property. The repair,
renovation and operation plan must address all health, safety and welfare
issues identified in the SSFM Report, Erskine Report, County Department of
Public Works, Building Division NOV, and County Fire Inspection Record.
The repair and renovation plan must also include the following plans,
information, and details:

Plafl. Provide a conceptual site plan showing the building
elevatlons and floor plan of each as renovated, and the uses provided
for (provide three full size copies, 1"= 20" scale; and 5 half-size
copies).

i. The Site Plan shall consist of the exact same building
envelopes. Although no planned changes are included for the
site plan, extensive and full interior and exterior renovations
will be performed.

ii. See Attached Exhibit “A”

arrative . Provide a narrative description of the repair,
renovatlon and operatlon proposal, including but not limited to the
following:

Descriptions of the proposed project and proposed uses;

1. Proposed Project and Proposed Use -~ Home2 Suites or similar by Hilton
(see attached letter of support from Hilton):

Tower will operate the entire Property as a Hotel and as a second option, if
DLNR requests or considers a need for apartment units, Tower is more than
happy to equally improve the Project to implement as many apartment units
as sought by DLNR.

2. Parking: A key element of the development that Tower can provide is a
sublease of a portion of Tower’s golf course parking to the Property, if Tower
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is selected. The requirement of 286 parking spaces cannot be satisfied
without the use of the golf course. There is not adequate parking on the
subject site for complying with current requirements of entitlements for a
hotel. Thus, Tower is uniquely capable to guaranty parking requirements to
provide unlimited parking on Tower’s golf course parking areas. Tower will
enter into a long-term sublease agreement with the Grand Naniloa at the
golif course for parking and valet services to comply with current building
codes, and hotel customer expectations to allow for a minimum to meet
building code, guest, and employee requirements.

3. Building Height; Setbacks; Floor Areas: Tower shall meet current
governmental requirements based on maintaining substantially similar
building configuration. Tower is an expert in renovating and using current
structures, similar to Tower’s development at the Naniloa.

4. Restaurant lease: 1 Food and Beverage venue is likely needed.
5. Retail Lease: 1 sundries shop and tourism activities leases are likely needed.

6. Swimming Pool: The existing pool will be fully renovated and left in its
current location.

7. Project Design & Aesthetics: The Project will be designed to fit into the
natural beauty of the Hilo Bay, Waiakea peninsula, Banyan Drive, the greater
Hilo area, and Hamakua Coast. Tower prides itself on being a sustainable
developer, and to embody, and incorporate the elements of the existing
structures and surrounding areas. We will implement design ideas, elements
such as recycled and repurposed elements from the community the same
way we used abandoned wood on the site of the Naniloa for all of the lobby
tables. This project is no different than the Naniloa, where we sought to
implement design aesthetics from the culture and history of Hilo (using Hula
as the theme for the Naniloa). Tower has a strong emphasis on cultural
sensitivity, and the historical significance for each of its developments as
they relate to the community and specific site.

An outline of the renovation / operation program and phases;

1. Renovation Program and Phases: The renovation program will include:
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a. Single phase of development. Tower will demolish the current interior
improvements, and exterior cosmetic and deferred maintenance
items and substantially renovate the balance of the Project to the
standards of the Naniloa.

b. Renovation Program.

L

vi.
Vil.

viil.

100-125 rooms (according to Hilton standards, which can be
supplied in supplemental package)

. 286 parking spaces (sublease with sister property and Naniloa

golf course)

Lobby (according to Hilton standards, which can be supplied in
supplemental package)

Restaurant (according to Hilton standards, which can be
supplied in supplemental package)

Marketplace (according to Hilton standards, which can be
supplied in supplemental package)

Pool. Use existing pool area and enhance to modern standards.
Sea level enhancements. Tower will enhance the makai side of
the Property at the pool area with applicable sea level
enhancements to ensure naturally designed protections
(designed as park benches and seating area).
Exterior/Elevation. See attached elevation which will include
Hilton first class standards.

2. Operation: Tower will operate the entire Property as a Hotel and as a second
option, if DLNR requests or considers need for apartment units, Tower is
more than happy to equally improve the Project to implement as many
apartment units as sought by DLNR; (4) Tower will have its existing
management company that currently operates the Naniloa Property, which
is Aimbridge/Evolution Hosptality, manage the Property; (5) subleases for
the property could be implemented for food and beverage and tourism
activities; and (6) Tower intends to employ approximately 50 employees in
the new Hotel operations.

Statements indicating how the renovation / operation plan satisfies DLNR’s

demolition / partial demolition and/or repair / renovation and operation

objectives;
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1. Maximize Existing Improvements. Maintaining the existing site plan and
room count (to the extent possible) satisfies DLNR’s objectives by
maximizing the number of rooms that currently exist. Heavy demolition
and maximum renovation of interior and exterior improvements to
return the building to a like new condition.

Descriptions of the benefits to be realized by the State and the Banyan Drive
community as a result of the proposed project;

2. Grant of parking lot from Naniloa to Reed’s Bay Park. Tower is
prepared to provide 1 acre for additional parking for the park.

3. Grant of trail rights through and across the Naniloa golf course for the
Hilo Bayfront Trails. Tower is prepared to provide 1 acre of additional
trails through and across the golf course from the corner of Banyan
Drive and HWY 19 to the southern side of the golf course at a location
determined by Hilo Bayfront trails (at their discretion).

4. Dedicate golf course to DLNR and County for cultural, Hula,
conferencing, and public use. Tower is prepared to negotiate in the
Development Agreement on how best to use the existing golf course for
the public benefit.

Any other pertinent information regarding the renovation / operation plan.

5. Dual Development Agreement Plan. Tower proposes to negotiate a
dual development plan for Uncle Billy’s and Country Club to allow for
Tower to absorb the entire cost of the demolition related to Uncle Billy’s
in order to save such costs for the State of Hawaii.

6. Tower is the only proven Hilo entity. Tower is willing to commit the
resources to complete “full renovations” as compared to “Band-Aid”
renovations of our competitors. We are aware of other projects owned
by competitors in Hilo, that for years remain unrenovated. Tower
believes that if you're willing to own real estate there is a moral
obligation to improve it at the highest level for the community of Hilo.
Tower recently acquired the dilapidated Waiakea Villas in Hilo and is
completing a full renovation of the exterior and interior units to allow
renters to experience brand new apartment units at current market
rents. As you are aware, the commercial area of Waiakea Villas is not
owned by Tower and has remained unrenovated for numerous years
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and is an eyesore. DLNR can be assured by retaining Tower that it will
not allow eyesores to continue along Banyan Drive or anyplace Tower
becomes the owner.

pecia \agem: rea! Explain how the proposed project and
uses are consustent W|th the County’s requirements and restrictions
for the Special Management Area.
i. Tower will maintain the existing boundaries and aesthetics
consistent with the current SMA requirements. Any further
SMA entitlement requirements will be satisfied by Tower.

)OS an Standards. Provide the proposed design standards
for the pro;ect descrlbmg the character of the project, and other
design features such as lighting, landscaping, signage, etc. If
applicable, describe how the project will incorporate smart growth
and green development principles.

i. Hilton brand standards (consistent with the Naniloa).

. If the proposed project will be implemented in phases,

provnde renderings of the proposed development phases and
estimated time periods for each phase.

i. Phases. Tower estimates 3 months for development
agreement, 6 months for lease approval, and 12 months for
design, DLNR approval, and permitting, and 18 months for
construction.

ction of Shoreline £ and CoastalWaters. Describe how the
repalr renova'uon and operatlon proposal wall preserve and protect
the shoreline areas (including protecting public access to the
shoreline) and coastal waters.
i. Tower will preserve the shoreline in its existing condition
without any planned construction or impacts.
ii. Tower will work with DLNR to implement any sea level
enhancements as determined by DLNR.
iii. Tower will allow shoreline access as determined by DLNR.
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. Hus NS yther | 1ation. Provide any other information,
plans lllustratlons and/or renderings that would assist DLNR in
visualizing the proposed project.
i. See attached Exhibit B for Elevation of Building.

ommunity Benefits. Describe any additional benefits arising from
and umque to appllcant s proposed use of the Subject Property that
will benefit the community of Banyan Drive, Hilo, and Hawaii Island.

i. Grant of parking lot from Naniloa to Liliuokalani Park. Tower
is prepared to provide 1 acre for additional parking for the
park.

ii. Grant of parking lot from Naniloa to Reed’s Bay Park. Tower
is prepared to provide 1 acre for additional parking for the
park.

iii. Grant of trail rights through and across the Naniloa golf
course for the Hilo Bayfront Trails. Tower is prepared to
provide 1 acre of additional trails through and across the golf
course from the corner of Banyan Drive and HWY 19 to the
southern side of the golf course at a location determined by
Hilo Bayfront trails (at their discretion).

iv. Dedicate golf course to DLNR and County for cultural, Hula,
conferencing, and public use. Tower is prepared to negotiate
in the Development Agreement on how best to use the
existing golf course for the public benefit.

Change: rences f SOQ Response. If the repair, renovation
and operatlon plan provnde for repalrs renovations or operations
that differ from those described in response to the SOQ portion of
this RFQ/RFP, the applicant must explain the reason for the
differences. The applicant shall also provide additional information to
evidence the applicant’s qualifications (e.g., experience and
expertise) regarding the revised repair, renovation and operation
plan. The information to be provided shall be similar to the type and
level of detail provided in the SOQ response.

If the evaluation committee, in its sole discretion and in the best
interest of the State, determines that the applicant does not possess
the necessary experience with respect to such revised repair,
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renovation and operation plan, DLNR may deem the applicant
unqualified to participate in the RFP process or may take such factors
into consideration in evaluating the applicant’s proposal.

pnomic Proposal. Provide applicant’s economic proposal, which shall
detall the fees and lease rents the applicant proposes to pay to DLNR, and
shall include, at a minimum, the following:

c

AN Minimum Lease Rent. Provide the annual minimum lease
rent the apphcant proposes to pay for the Subject Property for the
first thirty (30) years of the lease (see step-up format below),
including any proposed percentage lease rents or other revenue
sharing proposal. Lease rents for any selected proposal shall be no
less than fair market value.

Annual Minimum Rents Period

$75,000 per Annum Years 1-10
1.5% increase per Annum Years 11-20
1.5% increase per Annum Years 21-30

*THIS RENT STRUCTURE ASSUMES TOWER COVERS ALL COSTS
OF ENVIRONMENTAL REMEDIATION, DEMOLITION, SMA, AND
DVELOPMENT COSTS TO COMPLETE THE CONSTRUCTION OF THE
NEW PROJECT.

Credit for demolition. The maximum amount permitted by law shall
be given as a credit toward annual rent for 1 year.

The annual minimum lease rents will be reopened after the first 30

years and every ten (10) years thereafter. DLNR will procure an

independent appraiser to review the proposed annual minimum
lease rent and other information submitted by applicants in response
to the RFP to determine whether the applicants’ proposed annual
minimum lease rent qualifies as fair market rent. If any applicant’s
proposed annual minimum lease rent is determined to be lower than
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fair market rent, DLNR will ask the applicant to increase its proposed
annual minimum lease rent to fair market rent in order to be further
considered under the RFP review process. Any applicant who
declines to include fair market rent as determined by DLNR’s
independent appraiser for applicant’s proposal shall be disqualified
from further con5|deratlon under the RFP.

ease Terms and Conditions. Describe the proposed commencement
of the Iease in relatlon to the applicant’s proposed repair, renovation
and operation schedule. Identify which events must occur prior to
commencement of the lease and which events must be preceded by
the execution of the lease. Describe any other critical lease terms
and conditions, and the applicant’s rationale for such terms and
conditions.

i. Proposed commencement — Upon opening for business.
ii. Events to occur prior to commencement of Lease Term
1. Mutual approval of the building plans
SMA/Amendments approval
Submittal of building permit
Issuance of building permit
Construction
FF&E installation
30-day employee training period
8. Open for business
iii. Events to be preceded by the execution of the lease
1. Development Agreement mutually executed

ol S e

ease Rent Waivel. Describe any proposed lease rent waiver
requested bearmg in mind that the statutory maximum allowed
under Chapter 171, HRS, is one year’s rent. See HRS Section 171-6(7).
i. One year, subject to Dual Development Agreement for both
Uncle Billy’s and Country Club developments.

Dthel. Provide any other proposed lease terms that the applicant
believes are both feasible and appropriate for the applicant’s
proposal.
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USINESS PIan. Provide the applicant’s business plan for the proposed
repalr renovatlon and operation of the Subject Property. The business plan
must specify all of the major elements necessary to implement the
applicant’s repair, renovation and operation plan and should be described
to a level of detail appropriate for preliminary funding commitments.

The business plan should include, at a minimum, the following:

Repair, Renova Jpera scheduld. Provide an outline of
the proposed repalr renovatlon and operatnon schedule and project
phasing (including a timeline with realistic start and completion
dates) and highlight any events (including government land use
entitlements/approvals/permits) that are critical to the timely
completion of the project.

The project schedule should include a separate timetable for the pre-
renovation / operation activities (i.e., the activities that must occur
prior to issuance of the lease, such as due diligence, obtaining land
use entitlements/permits/approvals, etc.), and a timetable for the
project activities. If the project is to be completed in phases, provide
estimated timetables for each phase.

1. 3 months — Development Agreement

2. 6 months — Lease Approval

3. 12 months ~ Design and DLNR approval of Design and
Permitting

4. 18 months — Development and Construction.

5. 30-day employee training period

6. Open for business

and Use Entitleme dFApprovals/Permits. Provide a
comprehensave Ilst of aII Iand use entltlements and government
approvals and permits required to complete the project and a
projected timeline for obtaining all such entitlements/approvals/
permits. Indicate which entitlements/approvals/permits must be
obtained prior to the applicant commencing any repair and
renovation work of the Subject Property.
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- Tower intends to do a renovation plan consistent with the Naniloa
and comply with all current land use entitlement and government
approval requirements based on Tower’s renovation plan.

rroject C timates. Provide cost estimates for the entire project
and also broken down for each phase of the project. Construction
cost estimates should include all hard and soft costs, and account for
cost escalations. The cost estimates should be itemized by categories
such as but not limited to, building repairs and renovations,
consultant fees, design fees, entitlement and permitting fees,
landscaping, financing costs, marketing and sales costs, operating
costs, profits, insurance, bonds, etc.

See attached Exhibit “E”

a '0 Forma. Provide pro forma financial projections for the
enttre prOJect and also broken down for each phase of the project
components, including cash flow and operating income/expense
projections for the pre-construction stage and for the construction
stage (until completion of all repairs and renovations). The pro forma
projections should also clearly show gross revenues, operating
expenses, vacancies, reserves, debt service, net operating income,
profits, and total projected lease payments (base and percentage) to
DLNR.

Where subleases are anticipated, provide estimates of subtenant
rentals and master lessee operating expenses. The projections should
also show projected lease rent payments to DLNR and any proposed
rental waivers.

See attached Exhibit “F”

Market an anciallFeasibilityAnalysig. Provide a market and
fmancnal fea5|b|hty analysns for the proposed project. Analyses of
market support for the repair, renovation and operation of the
Subject Property, proposed handling of sublessee lease rents,
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absorption/occupancy timetable, and key assumptions used in
financial projections and pro formas should be included.
i. Tower’s market experience and financial feasibility analysis is
proprietary and can be disclosed upon a mutually executed
confidentiality agreement.

Financing Strategy and Preliminary Commitments. Describe the
applicant's proposed financing plan for the project. Describe, to the
extent possible, the applicant’s estimates of equity requirements and
construction and takeout financing, and the applicant’s proposed

source of funds.

Provide examples of financial approaches and lenders used for other
projects renovated or developed by the applicant.

Provide letters from previous or current lenders and/or equity
partners describing their prior or existing financing arrangements
with the applicant.

If applicant is an entity, its principal(s) will be required to provide
personal guarantee(s) for the project.

i. Tower’s lender that financed the Naniloa will be used again
for the financing in the approximate amount of 60% loan to
cost. The lender and the financing terms are proprietary
information and can be disclosed upon a mutually executed
confidentiality agreement.

ii. The equity requirement shall be 40% and shall be comprised
of Tower’s existing partners.

iii. Ed Bushor and Stuart Miller will provide all guaranty
requirements.

iv. The development Pro Forma for costs is proprietary
information and can be disclosed upon a mutually executed
confidentiality agreement.

m. _ Provide a marketing and leasing plan

that shows how the applicant intends to implement the proposed
project. Provide evidence of other projects renovated or developed
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by the applicant that successfully utilized a similar marketing and
leasing plan.

ke

Grand Naniloa Hotel - The Naniloa elected to stay open during
Covid to continue to employ the many Hilo residents. it also is
one of a handful of hotel operators who was willing to do what
was right for the community and remain open. TDI, through its
affiliate, WHR, LLC successfully completed the demolition,
hazardous materials abatement, renovation, repositioning,
branding, and successfully operates the hotel, collectively
defined as the Redevelopment of the Naniloa. TDI, employed
over 250 construction workers, of which 235 were Hawaii
residents in the redevelopment, and the hotel currently
employees in excess of 220 full time employees. We have
made a meaningful impact on Hilo, and the surrounding
communities by creating hundreds of jobs and millions of
dollars financial impact for the island and the State. The hotel
was performing very well at record levels prior to Covid-19 and
was a sponsor of the 55" annual Merrie Monarch Festival and
sponsored the return of the Hokule’a to the Naniloa. TDI has
invested approximately $50,000,000 into the Naniloa, has a
long-term vision for Banyan Drive. TDI has deep vested interest
in the community and is committed to see through the entire
Banyan Drive redevelopment parcel by parcel. Upon the return
of tourism to the Big Island, which will occur when the state
fully opens up tourism in a safe environment, we expect
healthy levels to return (subject to a vaccine being adopted in
2021) to the Naniloa in the second half of 2021 and back to
normal by 2022.

. Waiakea Villas — 162 apartment project renovation. Full

interior apartment unit renovations as well as a full exterior
and grounds renovation. All notices of violation and
substandard building conditions have been cured or are
currently in the process with an estimated completion date of
December 2021. Upon completion of the full renovation,
approximately $4,000,000 will have been spent. Unlike our
neighbor at Wailoa Plaza, we will have spent $4,000,000 in 24
months compared to what we believe is less than $500,000

93 Banyan Dr., Hilo, Hawail 96720 www.towerdevcon.com


www.towerdevcon.com

over 5+ years at Wailoa Plaza. As illustration, we present this
difference due to the fact that many of our competitors do not
renovate to the extent of Tower. Tower believes in improving
communities by full renovation programs rather than Band-Aid
approaches.

ation. Describe the proposed method of operation

for the pro;ect Explaln the applicant’s role in management of the
project.

Tower will have its existing management company that
currently operates the Naniloa Property, which is
Aimbridge/Evolution Hosptality, manage the Subject Property
as a hotel, or if apartment units are sought by DLNR, then
Tower Commercial, LLC, will renovate and create a top tier
apartment project and manage all apartment units, similar to
Tower’s development of the 162-Unit Waiakea Villas project in
Hilo, which are also being managed by Tower Commercial, LLC.
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Exhibit List:

Exhibit A: Site Plan (will maintain consistent site plan based on our
development plan)

Exhibit B: Country Club Elevation Example
Exhibit C: Hilton Letter

Exhibit D: Golf Course Proposal for parking areas for Reeds Bay and Liliuokalani
Park and Proposed Community Cultural/Convention Uses

Exhibit E: Construction Budget
Exhibit F: Operational Projections / Pro Forma

Exhibit G: List of References
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EXHIBIT “A”
Site Plan

*The Site Plan shall consist of the exact same building envelopes. Although no
planned changes are included for the site plan, extensive interior renovations will
be performed.

FIRST FLOOR
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EXHIBIT “B”
AFTER REDEVELOPMENT (TOP PICTURE)
BEFORE DEVELOPMENT (BOTTOM PICTURE)
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Exhibit “C”
HILTON SUPPORT LETTER

Tim Powell Hilton Woridwide
Vice President & Managing 300 N. Continental, Suite 450

=g H I LTON Director Develop £1 Segundo, CA 90245
! . Southwest Region PH: 310-744-0723

WORLDWIDE tim poweli@hilton.com

February 10, 2016

Mr. Stuart Miller

Vice President Development
Tower Development Inc.
1050 Bishop Street, Suite 530
Honoluly, HI 96813

RE: Uncle Billy’s Conversion Interest
Dear Mr. Miller:

Thank you so much for exploring with me the potential of converting the 145-unit Uncie Billy’s
Hilo, HI, to one of Hilton Worldwide select service brands. This letter is intended to serve as
confirmation of Hilton Worldwide’s interest.

Our relationship with Tower Development is first and foremost the reason why we are interested
in this opportunity. You have proven to be a valuable franchise partner during the renovation
and repositioning of the Naniloa Hotel. Our knowledge of this market leads us to believe that
there is room in the market to explore adding a Hampton Inn or Hilton Garden Inn. We
understand our discussions with you are preliminary in nature, but based on the information you
have shared we have a strong interest in continuing to explore this opportunity. To gain a better
understanding about all the brands of Hilton Worldwide, please visit
www.HiltonWorldwide.com/portfolio/.

This letter is not legally binding on either party, nor is it exclusive. If within 60 days we do not
have an application, this letter will be considered expired if you do not specifically request
another 60 day extension. Any expenditure or obligation undertaken by either party to the
execution and delivery of a franchise agreement is at the party’s sole risk and expense.

Should you have any questions or concerns please feel free to contact me at
tim.powell@hilton.com or at 310-744-9723. 1 look forward to working with you.

Sincerely,
*mﬁ%c R
Tim Powell

Vice President & Managing Director
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EXHIBIT “D”
Golf Course Proposal for parking areas for Reeds Bay and Liliuokalani Park
and Proposed Community Cultural/Convention Uses

“BANYAN DISTRICT” — “HILO’S GATHERING PLACE”

"“Uncle Billys =~ )

Maintain Hotel Uses | g’

1 84 -~ &YHilo Naniloa Hotel

Y O SN PTI———— o et 07 A e "
\ o ' ﬁ( i » | Country Club Maintain |

Cocondtisland Park e &Uzzss'de"ha'

U
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Community, Cultural JN

Convention Uses and . Y
Ancillary Hotel Parking &

LT

“riCounty
Additional
v Park Area

IcelPond

MOU to allow
Community Amphitheater

4 © ; :
\LilivokalaniGardens CENTER PARK & WAIAKEA TOWN
= ; MEMORIAL & FAMILY

RECREATION AREA

Parking & Waiakea Town Marketplace Recreating Authentic
Market Areas & Eateries & Entertainment {connect Market
to Center Park Area)
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Project Address

121 Banyan Drive
Hilo, HI 96720

Last Updated

11/30/20

Cost-Code ftem Description Quantl Unit Unit Price Total Cost
PROJECT SUMMARY

1 Soft Costs Design, Engineering, Architectural, Permit Fees, Plan Reproduction, Permit Expeditor 125 EA 14,649.43 1,831,178.34
2 Demolition Site Improvements; Demolition, ACM Abatement 152 EA 11,118.56 1,690,020.49
3 Guest Room Budget 125 Unit Guest Room Renovation 125 EA 21,507.25 2,688,405.97
4 Corridors Corridor Renovatian 410,314.81
5 Stairwells and Railings Interior and Exterior Stairwells and Railings 1,103,991.88
6 Signage, Manument Signs, Landsc: Wayfinding, Monument Sings, Landscaping 181,956.63
S Concrete/Asphalt Concrete, Sidewalks and Paving 288,291.54
8 Doors & Windows Entry and Common Area Doors, Windows/Glazing 512,404.73
9 Lobby Lobby, Food Service, Meeting Room 1,349,946.16
10 Back of House Offices, Maintenance, Maid Closets 67,594.85
11 Public Area Restrooms Public Area Restrooms 58,495.55
12 Pool Pool Deck, Coping, Fence, New Pool Pump 163,137.58
13 Guest Laundry, Vending and Fitnes Guest Laundry and Fitness Roams 202,029.21
14 Security and Wireless Site Security and Wireless 224,187.25
15 Thermal & Moaisture Protection Roof, Exterior Painting, Concrete Spalling and Crack Repairs, CMU 585,102.66
HVAC, Exhaust Fans, Plumbing, Fire Sprinkler, Sewer Repair, Plumbing Fixtures, Water
16 Mechanical Systems Heaters 3,016,114.95
Building Electrical and Lighting Repairs, Transformers, Exterior Lighting, Life

17 Electrical Systems Safety/Fire Alarm, Data/Communications 893,497.00
18 Vertical Transportation Systems & Controls, Modernization, Interior Improvements 764,341.80
19 FF&E and OS&E Guest Rooms, Lobby & Public Areas, Laundry Equip, Food Equipm, Food Service Equip 3,044,337.45
Subtotal 19,075,348.86
Contractor Contingency Construction Contingency 5.00% 953,767.44

Contractor Fee Fee on Direct Construction Costs only Included Above
Subtotal 20,029,116.30
Performance Bond Bond 2.00% 400,582.33

Liability Insurance Insurance Included Above

General Excise Tax GET Tax Included Above
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Hilton Limited Service, HILO - CC Site

ROOM COUNT: 125
S YEAR PRO FORMA

Brojected 2023 Erojected 2024 Projected 2025 Projected 2026 Erojected 2027 5-Yr CAGR
Occupancy % 746% 813% 824% 82.4% 814%
Average Dally Raze 514979 $159.30 $165.48 $170.44 517555 405%
X Chonge 5 4% 39% 30% 0%
RevPAR sits L£ $129.45 e 513628 $14037 4 14458 6.64%
X Chonge ) 158% 53% 20% 3.0%
Total ReaNes Sold 34,150 17075 17575 37575 37679
Toal RmNc Avaisble 45750 45625 45625 45,625 45750
DEPARTMENTAL REVENUE Amouns -4 POR Amou X PR Amount - POR Amouns % POR Amauos b1 EQR
Rooms $.015300  950%  $149.79 $5.906102  953%  $15930 $6217759  950% 16548 $6404292  950%  $I7044 S6614677  952%  SI7SSS
Rent & Other lncome 53818 0% 158 59,889 % e 59216 09% 158 60.6% 0% 162 62387 09% 166
Parking 215,145 40% 630 233573 38X 630 268286 4% 714 268,286 40% 714 269031 9% 714
Total Departmental Revenue $5,384,263  100.0% SIS7.67 56,199,563  100.0% SI67.22 6,545,260  100.0% SI74.19  $6,733,273  100.0% $179.20 $6,946,095  100.0% 518435
DEPARTMENTAL EXPENSES
Rooms SIASLIIE  290% § 4343 $I658472 281X 5 4473 SIL61882  262% § 4343 $I6B0839 2626 § M7 SI736074  262% S 4607
Rent & Other Income 13455 250% 039 14972 2B0% 040 14804 250% 039 15074 250% 040 15597 250% 041
Parking 86058 400% 252 93429 400% 252 107314 400% 286 107314 400% 286 107612 400% 286
Total Departmental Expenses $1,582,647 294X  $46.34 $1766,073  28.5% $47.66 1,754,000 26.8%  $46.48 51,803,327 26.8%  $47.99 $1,859,283  26.8%  $49.34
DEPARTMENTAL PROFIT
Rooms € 06ILIEE  TIOX 510636 HTE  TIK $1145T 565877 TIEX  $122.0 SATHASI  TIBX 12571 $ABT0604  TIEX  $I12948
Renc & Ocher Income w0364 750% 118 44916 750% 1 4“4 750% Lig 52 750% 121 4675  750% 124
Parking 129087 600% 378 140144 600% 378 160971 600% 428 160971 600% 428 161419 600% 428
Total Departmental Profit $3,801,616  70.6% SI11.327  $4,432,689  TL.5% S119.56 54,791,260 73.2%  S127.51 54,929,946 73.2%  $131.20 $5,086,812  73.2%  $135.00
QOTHER QPERATING EXPENSES
Administradve & General 5408296 78% 51196 $437.543 7i%  sHeo 454822 69%  sI210 $468.250 70% 1246 $482,579 6% sisl
Info & Telecom 75000 4% $220 §77250 2% %08 $79.568 12% 12 $81.955 12% 218 $84413 12% 5224
Sales & Marketing 520775 97% 1528 576308 93% 1554 602497 92% 16,03 620,388 92% 1651 639.969 92% 1698
Franchise Fees W4s12 X 599 295,305 48% 797 373,066 57% 993 384,257 5% 1023 196881 57% 1053
Repairs & Malntenance 257504 ABX 755 265,641 3% 706 273410 42% 728 281819 42% 750 290273 42% 770
Uslides 21975 41X 850 240988 3% 650 247.901 18% 860 256578 38% 683 266296 8% 707
Total Other Operating Expenses S1,680,562  31.4% S$49.45 1,893,035  J0.5% $51.06 52,031,464  31.0%  S54.06  $2,003,247  3LI%  $55.71 $2,060,410  30.0%  §57.34
GROSS OPERATING PROFIT $2,113,054  39.2% $61.88  $2,539,655  41.0% S$68.50  $2,759,796  42.2%  $73.45 $2,836,700  42.1%  $75.49 $2,926,402  420%  ST7.67
Fowthrough 523% s17% 409% 421%
EIXED EXPENSE
Property Taxes 580,000 15% 5234 $82.400 3% 2 584872 13% 226 s87.418 13% 23 590041 13% 5239
Insurance $125.000 2% 366 $128.750 2K 347 $132,613 20% 153 5136591 20% 364 sI40689  20% 73
Ground Lease 0 o0x 0% o oox 00 0 o0ox 000 o oo 0,00 0 o0ox 000
Mamagement Fee & 161528 0% 473 185987 0% s; 196,358 10% 523 201,998 30% 538 200383 7 0% 553
Total Fixed Expense $366,528  6.8% $10.73 $397,137  6.4% $i0.71 s413,842  63%  Si1.01 426,007 6%  $11.34 $439,112  63%  S11.65
EBITDA $1,746,526  324% SS1.04  S2,1425018  34.6% S$5T.79  $2,345.953  3S.8%  $62.43 52,410,693 15.8%  S64.16 52,487,289  35.8%  $66.01
Less; FE3E Reserve @ 215371 40% 631 247903 7 40x 669 w1810 " 40x 697 269331 7 40% 717 277844 40% 737
NET OPERATING INCOME SLSILISS 284X 4484 51894535 306X 35100 _ 52084143 3 $55.47 141,362 31.8% 200,446 31.8% 6.64

' 3.0% of Gross Revenues imputed for bose management fee.
) 4 % of Gross Revenues for “FF&E Reserve” for replocements
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EXHIBIT “G”
TOWER DEVELOPMENT, INC, REFERENCES

References:

Mayor Mitch Roth, County of Hawaii

Mayor Harry Kim, County of Hawaii

Zendo Kern, Planning Director

Billy Kenoi, Retired County of Hawaii Mayor

Mufi Hannemann, CEO of the Hawaii Lodging and Tourism Association
Brian Delima, Agency Chair, Banyan Drive Redevelopment Agency
Duane Kanuha, retired Planning Director, Hawaii County

Lincoln Ashida, former Corporation Counsel, County of Hawaii

Senator Kaiali'i Kahele, State Senator representing 1* Senatorial District
Governor George Ariyoshi, Governor of Hawaii 1974-1986

Governor Neil Abercrombie, Governor of Hawaii 2010-2014

Elwin Ahu, Senior Pastor, Metro Christian Church, Honolulu

Hakim Ouansafi, Executive Director, State of Hawaii Housing Authority
Rabbi Itchel, Chabad of Hawaii Synagogue

James Hirayama, Hirayama Bros. Electric, Inc.

Neil Erickson, Building Division County of Hawaii

Corporate References:

Hilton Worldwide

Marriott International

Bank of Hawaii

Case Lombardi Pettit
Torkildson Katz Hetherington Harris & Knorek
Colliers International

Hall Structured Finance
Goldman Sachs

Hawaii Pacific University
Aimbridge/Evolution Hospitality
HPM Building Supply
HomeStreet Bank

Wells Fargo
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HAWAII DEVELOPMENT RESUME
2021

TOWER DEVELOPMENT,
INC.

EXHIBIT 4 |
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KEY FACTS:

LEGACY PROJECTS &
UNSURPASSED HAWAII EXPERIENCE

100% Hawaii Development Team - “We Build Legacy Projects For Hawait Communities”
2000+ Units Developed or Under Development in Hawaii Since 2004

More Hawaii Hospitality Projects Than Any Other Private Developer Last 20 Years
$1B+ Hawaii Developments ($700M Completed + $600M Under Development)

Hawaii BIG 3 Relationships - Hilton/ \Iarnott/ IHG

o e e

_ : b E Hilton DoubleTtree

P % Hilo, Hawait
Designed Hula
Themed Resort with
¥ Kim Taylor Reece to

=% provide a national ¢

= **¥ brand hotel for Hilo



TOWER TEAM
EXCLUSIVELY HAWAII BASED COMPANY
(23 YEARS - 1998-2021)

Ed Bushor, CEO, Tower Development, Inc.

Tower

Development Inc., a Hawaii corporation

Tower Hotels LLC, a Hawaii limited liability
company

Tower Construction Hawaii, Inc., a Hawaii

corporation OWNER - KAUAI JACK NICHOLAS
SIGNATURE GOLF COURSE




CURRENT PROJECTS:
388 ROOM GRAND NANILOA RESORT & GOLF

A HILTON DOUBLETREE
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388-Room Hilton DoubleTree on Big Island of Hawaii
Closed $50M Wells Fargo CMBS recapitalization 2018
Project appraised value $111M 2018




CURRENT PROJECTS:
162 UNIT WAIAKEA VILLAS/APARTMENTS,
HILO, HAWAII

sy
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Renovating 162-unit Apartment Complex
1.5 miles from Hilton DoubleTzree




CURRENT PROJECTS:
MAUNA LANI LUXURY HOME SUBDIVISION
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* 36 Lot Oceanfront Subdivision on the Kohala Coast, Big Island Hawaii
* Two (2) Clubs - Oceanfront Club & Wellness Club
* Buildout 2021-2024




CURRENT PROJECTS:
MULTI-FAMILY - HONOLULU

TOWER DEVELOPMENT OWNS OVER 300 MULTT-FAMILY
UNITS IN HAWAII WITH THE GOAL TO GROW ITS
PORTFOLIO TO 1000 UNITS BY 2022

Palms @ Kilani 106 Units
Waikele Tower 50 Units
Waiakea Villas 162 Units
Total 318 Units

s —

PALMSVAT KILANI — 106 UNITS \X/AIKELE TOWER - 50 UNITS




CURRENT PROJECTS:
KAUAI LAGOONS/TIMBERS RESORT

PHASE 1 OPENED SUMMER 2018

Tower purchased from Marriot the Kauai Lagoons Project - 450 acres & Jack Nicholas Signature Golf Course & 694 Units.
Phase 1 - $200M Condominium & Club Opened 2018




PRIOR PROJECT
2010 WAIKIKI — 15T “EDITION” WORLDWIDE - $200M
(IAN SCHRAGER AND BILL MARRIOTT JV BRAND)

EDITION — Opened 2010
(Cutrently, the “Modern” & owned
by Diamond Resorts)




PRIOR PROJECT
2006 WYLAND WAIKIKI
(aka Marriott Courtyard)

405 Rooms S Fo0 ol A;\.a,,.,;{gw,iva?:
LT ¢ ‘ s PSR s " t

2 Towets

Ed Bushor
Created Water
Marine Themed
1* Boutique
Hotel namely
“The Wyland
Waikiki

Transformed street level 6’11 Ht. parking garage into full scale Lobby, Front Desk, Lobby Bar




2021 PROPOSED PROJECT — CURRENT DLNR RFQ/RFP
HILO, HAWAII - 125 KEYS

After Tower Development:
Hampton Inn, by Hilton

Before:
Uncle Billy’s




2021 PROPOSED PROJECT - - CURRENT DLNR RFQ/RFP
HILO, HAWAII - 125 KEYS

After:
Hilton Embassy Suites

Before: Country Club Apartments




GOVERNMENT REFERENCES

Hawaii Government Relationships:

Mayor Mufi Hannemann
Honolulu Mayor 2002-2010
President, Hawaii Tourism & Lodging - Current
(808) 479-1325

s b s /1

! M+ 1t 7) NI AN o
mhannemann@hawaiilodeing.oro

Big Island Mayor — Mitch Roth

Personal Contact information available upon request.

Big Island Mayor - Harry Kim (2017-2020)

Personal Contact information available upon request.

Kauai Mayor - Bernard P. Carvalho, Jr. (2008-2018)

Personal Contact information available upon request.

Kai Kahele — U.S. Congress (presently)

Personal Contact information available upon request.




HAWAII REFERENCES

Hotel Brands:
Tim Powell
Powell/Aucello

Reference For Hilton Worldwide, Development

Hotel Permanent Lender:
Mzr. James Ko

Wells Fargo CMBS

(310) 913-0845

AITICS. N O WCELLSTATYE 0. COLI)

Hotel Construction Lendet:
Mzr. Mike Jaynes, President
Hall Structured Finance

(214) 269-9540

\ s T RN
vitayvnes(d nallstructut

Hawaii Investment Brokers:
Mr. Mark Bratton, SVP Hawaii
Colliers International

(808) 375 9708

Mark.bratton@colliets.com

Hotel Licensor:
Wyland Waikiki Development 2006
Wyland, President

Licensor-World Renowned Artist Licensor of 1%t
Hawaii Artiste Hotel

(949) 632-0751

wyland@wyland.com

Hawaii Artist:
Kim Taylor Reece
(808) 772-8380




STUART MILILER, President 808.365.2665
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93 Banyan Drive
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MacDonald Ladd Development LLC
1911 65" Ave W
Tacoma, WA 98466

Request for Proposals
Proposed Country Club Apartments
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November 25, 2020

EXHIBIT 5



MacDonald Ladd Development LLC
1911 65" Ave W

Tacoma, WA 98466
November 25, 2020

State of Hawaii

Department of Natural Resources
Land Division

Re:  Proposed Country Club Apartments

To Whom It May Concern:

MacDonald Ladd Development LLC, an affiliate of Southport Financial Services, and its
principals appreciate the opportunity to submit this proposal to redevelop the former
Country Club Condominium Hotel.

Our plan is to rehab the existing improvements and convert its use from commercial to

affordable housing for seniors. We believe this approach is the best use of the property
while providing the greatest benefit to the State and Banyan Drive community.

As long-term owners of affordable housing in Hilo and throughout the State of Hawaii,
our team is uniquely qualified to successfully execute this complicated transition from
commercial to residential use.

Enclosed please find further details and responses.

Thank you for your consideration. We look forward to working with you to achieve our
shared goals.

Mahalerpiha.,

g
/éul . Fortino

Manager




Executive Summary

There is a dire need in Hawaii for new, permanent affordable housing for seniors, a
demographic that is rapidly growing and perpetually rent burdened.

We plan to submit an application to the Hawaii Housing Finance & Development
Corporation (HHFDC) for 4% Low-Income Housing Tax Credits (LIHTCs) and Rental
Housing Revolving Funds (RHRF) to acquire and rehab the Country Club Condominium
Hotel and convert its use from commercial to affordable housing for seniors.

Our plans call for 65 total units, inclusive of sixty (60) one bedrooms (1 x 1) and five (5)
two bedrooms (2 x 1).

We will set aside 95% of the units (60) for households earning at or below 60% of the
Area Medium Income (AMI), 5% of the units (4) at 30% AMI leaving the remaining
Common Area Unit (CAU) for an employee or qualified household. Additional set asides
will include 100% units set aside for seniors.

Property amenities will include a resident business center, fitness room, bicycle storage,
pool, community garden, library, storage lockers and community rooms.

The development schedule assumes a due diligence period of six (6) months and a
financing / closing period of approximately eighteen months (18). Following closing,
there will be a construction and break even period of approximately eighteen (18) to
twenty-four (24) months during which time the building will be Placed-in-Service with a
LIHTC compliance and affordability period of sixty-one (61) years.

The benefit to the community of the above plan will be multifold: millions of dollars in
construction improvements, construction jobs, permanent jobs, rejuvenation of a
blighted commercial building and new, affordable housing for seniors.



Proposed Country Club Apartments

1. REPAIR, RENOVATION AND OPERATION PLAN

a. Site Plan
Please see enclosed site plan and floor plan

b. Narrative
The plan is to acquire and rehabilitate the former Country Club Condominium
Hotel and convert its use into 65 permanent, affordable apartments for
seniors. Financing will include Low-Income Housing Tax Credits (LIHTCs) and

permanent and soft debt.

We estimate it will take four (4) years to complete the redevelopment of the
property, from predevelopment to closing; construction to fully leased-up.

Our plan would invest millions of dollars into the Hilo economy and generate
numerous construction and long-term jobs.

Repositioning Country Club for affordable housing offers practical, holistic
benefits to the State and Banyan Drive community.

¢. Special Management Area

As the proposed use and operation will change from commercial to
residential, the project will be subject to a SMA Use Permit Assessment. We
will engage a permit expediter familiar with the Planning Department’'s SMA
Use Permit Process.

d. Design Standards

The redevelopment of Country Club will include design features targeted at
improving the life-safety needs of the project's population. Life-safety
features will include, but not be limited to, installation of fire alarm system
and electrical measures such as installation of GFCl outlets. Finishes and



)

green measures like photovoltaic panels, recycling stations, low flow
plumbing fixtures and energy efficient appliances will reduce resident's overall
cost of utilities.

. Phasing Plan

Due Diligence - 6 months

Secure Financing & Close - 18 Months
Construction & Break Even - 18-24 Months
Initial Restrictive Covenants - 15 years
Extended Affordability Use - 46 Years

Protection of Shoreline and Coastal Waters

The Assessment Report notes the shoreline to be in fair condition with some
erosion noted. We will work with their engineer to ensure shoreline
reinforcement and protection for the duration of the lease.

. lllustrations & Other info

Please see enclosed proposed elevation

. Community Benefits

With funding of the requested LIHTCs and RHRFs, Country Club Apartments
will meet the following objectives and provide numerous benefits to the state,
city and to Hawaii's low-income residents:

- Add 65 new affordable housing units to Hawaii's affordable housing stock,
and aid in achieving the state's legislative goal of adding 22,500 new
affordable units by 2026;



- Complete the adaptive reuse of a difficult to develop commercial building
from an eyesore into a vibrant, affordable housing community.

While the creation of new affordable housing is the primary objective of
Country Club Apartments, the adaptive reuse of the project will meet
numerous other needs of the community. The project's existing structure was
built in 1969 and is rapidly deteriorating. By transforming the site into a
functional, operating residential property the community will benefit from the
elimination of blight. The redevelopment of the site will also address key
strategic objectives per the County of Hawaii's Consolidated Plan and Area
Plan on Aging.

Country Club is a dynamic project that will create 65 new affordable housing
units in Hilo and revitalize a long-deteriorating site to the benefit of the

community at large.

Changes/differences from SOQ Response

We are not pursuing the acquisition and redevelopment of Uncle Billy’s as
adding elevators was deemed cost prohibitive.
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Proposed Country Club Apartments

2. ECONOMIC PROPOSAL

a. Annual Minimum Lease Rent

Annual Minimum Rents Period
$650,000 Closing

$0 per Annum Years 1-17
5% Assessed Land Value per Annum Years 18-30
To be Negotiated Years 31-65

b. Lease Terms and Conditions
TMK No. (3) 2-1-005: 020 - A fee interest in the improvements, personal
property and appurtenant rights described in the RFP and a ground lease
interest in the land on which such improvements are located

Term - 65 years

Price - Six Hindered Fifteen Thousand Dollars ($650,000) payable in cash at
closing

¢. Lease Rent Waiver
NA

d. Other
NA



Proposed Country Club Apartments

3. BUSINESS PLAN

a. Repair, Renovation and Operation Schedule
Please see enclosed Draw Schedule and Operating Proforma

b. Land Use Entitlements and Approvals / Permits
We will enter into a Regulatory Agreement and Declaration of Restrictive
Covenants with HHFDC along with other Mortgage, Security, Financing

and Subordination Agreements.

We will engage a permit expediter familiar with the Planning Department'’s
permit process.

c. Project Cost Estimates
Please see enclosed Construction Budget

d. Financial Proforma
Please see enclosed Development Proforma

e. Market and Financial Feasibility Analysis
Please see enclosed Comparable Market Analysis

f.  Financing Strategy and Preliminary Commitments
As with past LIHTC developments, we plan to reach out to our many
contacts in the equity and debt financing markets to obtain the best
pricing for Country Club Apartments. No preliminary commitments are

available at this time but we would be happy to provide soft Letters of
Interest upon request.



. Marketing and Leasing Plan
Please see enclosed draft Marketing and Leasing Plan
. Method of Operation

Please see enclosed draft Management Agreement
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Homes for Seniors
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RENT & INCOME LIMITS

Income Limits for 2020
{Based on 2020 MTSP Income Limits)

Program and Location Information

" Charts 30.00% 140.00%
Affordable IRS Section 142 Tax-Exempt Bond
Housing 1Person  ~° 35,040 17.520 49,056
Program 2 Person o 40,020 20.010 56.028
Year (1@ | 2020 (effective 04:01/20) | 3Person  ~” 45.000 22,500 63,000
4 Person  ~° 49,950 24,990 69.972
State  HI 5Person - 54.000 27.000 75.600
County  Hawaii County 6 Person - 58.020 29.010 81.228
MSA Hawaii County, HI 7TPerson - 61.980 30,990 86.772
Rent MTSP 8 Person ot 66,000 33.000 92 400
Calculation 9 Person  .~” 59.960 34.980 97.944
Based on ! 10 Person o~ 73.930 36.990 103572
Persons / 1 Person / Bedroom + 1 11 Person P 77.940 38.970 109,116
Bedroom (¢! 12 Person - 81,960 40,980 114.744
4peraot ~ 575200 Rent Limits for 2020
{Based on 2020 MTSP Income Limits)
National $62.300 =
Non- Bedrooms (People)  Charts 60.00%
Metromg!aﬂ 1 Bedroom (2.0) .~ 1.000 500 1.085
fccme 2 Bedrooms (3.0) .~ 1.125 562 1.429
Hold You have indicated that your project
Harmiess (&) was placed in service on or after
04/01/2020 and is therefore eligible
to have its income and rent limit held
harmless beginning with the 2020
limits.
Placed in On or after 04/01/2020. o, o,
Service Date 60% 30%
4]
' 1 $1,000 $500

2 $1,125 $562



Proposed Country Club Apartments

Hilo, Hi

UTILITY ALLOWANCES

Utility Allowance Schedule U.S Department of Housing and

See Public Reporting and Instructions on back. Urban Development
Office of Public and Indian Housing

OMB Approval No, 2577-0169
exp. 7/31/2022

The following allowances are used to determine the total cost of tenant-furmnished utilities and appliances.

tocakty/PHA Liout Type Date (mm/dd, |
COUNTY OF HAWAI'I Apartment Building (5+){[01/01/2020
Utility or Service | Fuel Type 0 BR 1BR 2 BR 3 BR TR |
Heating Natural Gas
Bottled Gas
Electric
Electric — Heat Pump
Fuel Oif
Other
Cooking Natural Gas 15 17 21 25 30 34
Bottled Gas
Electric 26 28 37 146 55 63
Other
Other Electric 54 63 88 114 141 168
Air Conditioning
Water Heating Natural Gas 33 39 55 68 79 87
Bottled Gas
Electric 32 39 52 64 75 87
Fuel Oil
Water 22 22 25 28 31 34
Sewer 127 27 27 27 27 27
Trash Collection
Other — specify
Range/Microwave 25 25 25 25 25 25
Refrigeratar 25 25 25 25 25 25
Actual Family Allowances — May be used by the family to compute allowance while Utility/Service/Appliance | Allowance
searching for a uniL Heating
Head of Household Name Cooking,
Other Electric
Air Conditioning
Unit Address Water Heating
Water
Sewer
Trash Collection
Other
Number of Bedrooms Range/Microwave
Refrigerator
Total

Y

$28

$63

$39

$130

N

$37

$88

$52

$177



Close

INTP

PIS

Completion

Conversion

Proposed Country Cic._..partments
Hilo, Hi
UNIT MIX SUMMARY
Rent Schedule Proforma
Total Max TC Max TC Utility Total Total Market Total Total Total
Units % Units No. Units Rent Rent Allowance Net TC Monthly Annual Net TC Rent Proforma Monthly Annual Square
Unit Type Sq Ft by Size AMI % AMI by AMI 2019 4/1/2020 1/1/2020 Rent Rent Rent Rent 60% AMI Rent Rent Rent Feet
1x1 800 59 0% 30% 4 $500 $130 $370 $1,480 $17,760 $370 $870 $370 $1,480 $17,760 3,200
100% 60% 55 $1,000 $130 $870 $47,850 $574,200 $870 $0 $870 $47,850 $574,200 44,000
2x1 1,200 5 100% 60% 5 $1,125 $177 $948 $4,740 $56,880 $948 $0 $948 $4,740 $56,880 6,000
Si Is | Avgs 64 64 $0 $979 $134 $845 $54,070 $648,840 $845 $54 $845 $54,070 $648,840 53,200
1x1CAU | 0 1 100% CAU / 60% 1 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 0
Totals / Avgs| 65 65 $0 $963 $132 $832 $54,070 $648,840 $832 $54 $832 $54,070 $648,840 53,200
95% Units (60) @ 60% AMI
5% Units (4) @ 30% AMI
OPERATING ASSUMPTIONS PERMANENT SOURCES USES & CREDIT CALCULATION
Rental Income $648,840 Federal LIHTC Equity 100.00% $10,060,150 Total Cost | Acq Basis | Eligible Basis Per Unit
Other Income $25,000 State LIHTC Equity 100.00% $2,794,485 Acquisition $650,000 $650,000 $0 $10,000
Vacancy -7.00% -$47,169 Permanent Loan $3,560,000 Construction Contract $18,983,583 $0| $18,983,583 $292,055
Total Revenues $626,671 Rental Housing Revolving Fund $12,500,000 Contingency 15% $2,497,840 $0| $2,497,840 $38,428/
PUPA Deferred Fee $100,038]  273%  [Interim and Soft Costs $1,257,500 $0| $1,257,500 $19,246
Advertising & Marketing $1,000 $15 Total Sources $29,014,673 Financing and Syndication Costs $1,570,000 $0 $922 500 $24,154
Ground Lease Rent $100 $2 $0.00 Developer Fee $3,668,000 $0| $3,668,000 $56,431
Insurance $50,000 $769| Project Reserves $387,750 30 $0 $5,965
Mgt Fee 4.00% $25,067 $386 CONSTRUCTION SOURCES Total Development Costs $29,014,673 $650,000| $27,329,423 $446,380
Payroll $107,500 $1,654 Federal LIHTC Equity 20.00% $2,012,030 DDA or QCT No 100.00% 130.00%
Professional Fees $15,000 $231 State LIHTC Equity 20.00% $558,807| 50Test% |Adjusted Eligible Basis $650,000| $35,528,250
Maintenance $45,000 $692 Construction Loan - Bonds $15,000,000 51.70%  |Tax Credit Percentage Dec 2020 3.09% 3.09%
Administrative $17,500 $269] Rental Housing Revolving Fund $11,055,996 Annual Credits based on Eligible Basis $20,085| $1,097,822 $17,153
Taxes $0 S0 Deferred Costs $387,750 Total Credits $1,117,907 $17,467
Utilities $130,500 $2,008| Total Sources $29,014,673 Credits Qualified For Per Unif Credits Pricing $1,117,907 $17,467
LIHTC / Loan Fees $8,900 $137 $0.00 Federal Credits $17.467 $1,117,907 $0.90 $1,006,015 515,719
Replacement Reserves $22,750 $350 State Credits 5 Years $17,467 $1,117,907 $0.50 $558,897 $8,733
Operating Reserves $0 S0 LIHTC EQUITY PAY IN Total LIHTC Equity $12,854,635 $197,764
Services $0 $0 Closing 20.00% $2,570,927
Total Expenses $423,317 $6,513 Completion 55.00% $7,070,049 TAX CREDITS & LEASE UP
NOI after RR & Services $203,354 Cost Cert 0.00% $0 Bldgs Units Units Placed| Acquisition First
Stabilization 20.00% $2,570,927| No. Month Year Compl Compl In-Service Credits | Year Credits
LOAN CALC - LTV 8609s 5.00% $642,732 0 Jan 2022 0 0 0 $0 $0
NOI $203,354 Total Equity 100.00% $12,854,635 1 Feb 2022 0 0 0 $0 $0
Yr 0 CAP Rate $0.00 2 Mar 2022 0 0 0 $0 $0
Value 3 Apr 2022 0 0 0 $0 $0
LTV DEVELOPER FEE PAY IN Projected 4 May 2022 0 0 0 $0 $0
Allowable Loan Closing 25.00% $891,990|  24.32% 5 Jun 2022 0 0 0 $0 $0
Completion 25.00% $891,990 24.32% 6 Jul 2022 0 3 3 $78 $4,288
PERM LOAN CALCULATION Cost Cert 0.00% $0 0.00% 7 Aug 2022 0 5 8 $209 $11,436
NOI $203,354 Stabilization 30.00% $1,070,388 29.18% 8 Sep 2022 0 8 16 $418 $22,871
DCR 1.15 8609s 20.00% $713,592 19.45% 9 Oct 2022 0 10 26 $680 $37,166
Pemmitted DS $176,830 Deferred $100,038 273% 10 Nov 2022 0 10 36 $941 $51,460
Interest Rate 3.50% Total Fee 100.00% $3,668,000|  100.00% 11 Dec 2022 0 14 50 $1,308 $71,473
Term 35 $0.00 12 Jan 2023 0 14 64 $1,674 $91,485
Amortization Period 35 13 Feb 2023 1 0 64 $1,674 $91,485
Permitted Debt $3,565,486 14 Mar 2023 0 0 64 $1,674 $91,485
Cash Flow $26,524 15 Apr 2023 0 0 64 $1,674 $91,485
Proposed Loan Amount $3,560,000 16 May 2023 0 0 64 $1,674 $91,485
Annual Payment $176,558 17 Jun 2023 0 0 64 $1,674 $91,485
Cash Flow $26,797 18 Jul 2023 0 0 64 $1,674 $91,485
CONSTRUCTION LOAN
Interest Rate 3.50%
Term 2
Loan Amount $15,000,000
Annual Payment $525,000
Construction Period Interest - 18 Months $787,500
DRAFT

11/24/2020

Page 1of 1
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Proposed Country Club Apartments

Hilo, Hi
PROJECT COSTS
As of No. Units Total SF As of Rehab /
1112442020 65 89,401 11/24/2020 New
Closing Cost Cost Projected % of Acquisition Construction
Budget Per Unkit Per SF Cost Total Cost Basis Basis

Acquisition
01 Land
02 Building / Improvements $650,000.00 $10,000.00 $7.27 $650,000.00 2.24%
iSubtotal Acquisition $650,000.00|  $10,000.00 §7.27 $650,000.00 2.24% I $650,000.00
‘Construction / Rehabilitation Work
03 Site Work - Off Site
04 Site Work - On Site
05 Rehabilitation {Exhibit Bravo-1) $16,652,266.21|  $256,188.71 $186.26| $16,652,266.21 57.39% $16,652,266.21
06 New Construction - Residential
07 New Construction - Commercial
08 New Construction - Community Sve Facility
09 Parking
10 Contractor Profit 6.00% $999,135.97| $15,371.32 $11.18 $999,135.97 3.44% $999,135.97
11 Contractor Overhead 2.00% $333,045,32] $5,123.77 $3.73 $333,045.32 1.15% $333,045.32
12 Contractor G | Requi f 6.00% $999,135.97| $15,371.32 §11.18 $999,135.97 3.44% $999,135.97
Subtotal Construction { Rehabilitation GC Contract] $18,983,583.48| $292,055.13 $212.34| $18,983,583.48 65.43% $0.00| $18,983,583.48
Contingency
52 Contingency | $2.497.839.93]  $38,428.31] $27.94] $2,497,839.93 861% | | $2,497,839.93)

| Contingency | s2497.839.93] 53842831 $27.94| $2,497,839.93] 861% | $0.00] $2,497,839.93
Interim and Soft Costs
13 Accounting / Cost Certification $15,000.00 $230.77 $0.17 $15,000.00 0.05% $15,000.00
14 Advertising / b $32,500.00 $500.00 $0.36 $32,500.00 0.11% $32,500.00
15 A isal $15,000.00 $230.77 $0.17 $15,000.00 0.05% $15,000.00
16 Architect Fee - Design % of Hard Costs 1.80% $300,000.00 $4,615.38 $3.36 $300,000.00 1.03% $300,000.00
17 Architect Fee - Supervision % of Hard Costs 0.60% $100,000.00 $1,538.46 $1.12 $100,000.00 0.34% $100,000.00
18 Building Permits $100,000.00 $1,538.46 $1.12 $100,000.00 0.34% $100,000.00
19 Consulting $150,000.00 $2,307.69 $1.68 $150,000.00 0.52% $150,000.00
20 Engineering % of Hard Costs 0.60% $100,000.00 $1,538.46 $1.12 $100,000.00 0.34% $100,000.00
21 Environmental Report $25,000.00 $384.62 $0.28 $25,000.00 0.09% $25,000.00
22 Insurance $60,000.00 $923.08 $0.67 $60,000.00 0.21% $60,000.00
23 Legal Fee $50,000.00 $769.23 $0.56 $50,000.00 0.17% $50,000.00
24 Market Study $10,000.00 $153.85 $0.11 $10,000.00 0.03% $10,000.00
25 Or izati | Exp §10,000.00 $153.85 $0.11 $10,000.00 0.03% $10,000.00
26 P t & Perfc Bond - Owner Paid $125,000.00 $1,923.08 $1.40 $125,000.00 0.43% $125,000.00
27 Taxes - Other
28 Taxes - Real Property
29 Other: FF&E $65,000.00 $1,000.00 $0.73 $65,000.00 0.22% $65,000.00
30 Other: Soft Cost Conti Y $100,000.00 $1,538.46 $1.12 $100,000.00 0.34% $100,000.00
Subtotal Interim & Soft Costs $1,257,500.06 $19,346.15 $14.07| $1,257,500.00 4.33% $0.00| $1,257,500.00
Financing and Syndication Costs
31 Bond Financing Costs {(Exhibit Bravo-2} $340,000.00 $5,230.77 $3.30 $340,000.00 147%
32 Construction Loan - Fees $75,000.00 $1,153.85 $0.84 $75,000.00 0.26% $75,000.00
33 Construction Loan - Interest $790,000.00|  $12,153.85 $8.84 $750,000.00 2.72% $592,500.00
34 Credit Report
35 HHFDC LIHTC Fee $110,000.00 $1,692.31 $1.23 $110,000.00 0.38%
36 Legal Fee - Financing $100,000.00 $1,538.46 $1.92 $100,000.00 0.34% $100,000.00
37 Lender / Investor Inspection Fee $25,000.00 $384.62 $0.28 $25,000.00 0.09% $25,000.00
38F Loan - Enhancement Fee
39F Loan - Fee

1172412020 DRAFT Paga S5 0of 10
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Hllo, Hi
PROJECT COSTS
As of No. Units Total SF As of Rehab /
1112472020 65 89,401 11/24/2020 New
Closing Cost Cost Projected % of Acquisition Construction
Budget Per Unit Per SF Cost Total Cost Basis Basis
40 Tax Opinion
41 Title, Escrow & Recording $80,000.00 $1,230.77 $0.89 $80,000.00 0.28% $80,000.00
42 Other: Syndicator Fee $25,000.00 $384.62 $0.28 $25,000.00 0.09% $25,000.00
43 Other: Annual Servicing Fee $25,000.00 $384.62 $0.28 $25,000.00 0.09% $25,000.00
Subtotal Financing & Syndication $1,570,000.00 $24,153.85/ $17.56| $1,570,000.00 5.41% $0.00 $922,500.00
Developer Fee {Exhibit Bravo-3)
44 Developer - Fee 15.00% 75.00% $2,751,000.00 $42,323.08 $30.77| $2,751,000.00 9.48% $2,751,000.00
45 Developer - Overhead 25.00% $917,000.00 $14,107.69 $10.26 $917,000.00 3.16% $917,000.00
Total Dav Fea $3,668,000,00
46 Developer - Consulting Fee
A7 Developer - Mar it Fee
Subtotal Developer Fee $3,668,000.00 $56,430.77 $41.03| $3,668,000.00 12.64% $0.00| $3,668,000.00
Project Reserves
48 Replacement / Capital Reserve $350 $22,750.00 $350.00 $0.25 $22,750.00 0.08%
49 Operating Reserve 6 Months $300,000.00 $4,615.38 $3.36 $300,000.00 1.03%
50 Rent-Up Reserve $65,000.00 $4,000.00 $0.73 $65,000.00 0.22%
51 Other:
Subtotal Reserves $387,750.00 $5,965.38 $4.34 $387,750.00 1.34% $0.00 $0.00
[Total | 529,014,673.45] $446,379.59] $324.55 $29,014,673.41] 100.00% [  $650,000.00] $27,329,423.41]
1172412020 DRAFT
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Proposed Country Club Apartments

Hilo, HI
[DRAW SCHEDULE
Parmanent Period Conatruction Period Closing Conatrustion Peried (sat) Complation 100% Leased Break-Even Period (est.) ‘Convarsion
As of: As of: Pending.
111242020 1172412020
Draw Draw Draw Draw Draw Draw Draw Oraw Draw Draw Draw Draw Draw Draw Draw Draw Draw Draw Draw
Revised Defarred | Construction ] 1 2 3 4 5 [ 7 s 2 10 " 12 1 " 15 16 17 1 Math
0 Costs Costs Costs Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apre23 May-23 Jun-23 Jul-23 Chaek Variance
Uses
Im; Acquisition $650,000.00] $650,000.00) | [ | | | | | | 3050,000.00 00|
[Conatruction this Manth 1 % Comphate| 0% 7.6% T5% | t00% | 100% | 100% | 100% | 100% | teo% | % | 7.5% [ 5.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 1000% | |
[Running Tetal Construction 0% 125% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
03-12 Construction $18,983,583.48 $18,983,503.43 $949,179.17| $1,423,768.76) $1898350043) 000
52 Contingen $2,497,839.93 $2,497,839.93 $124,892.00)
13 Accounting / Cost Certification $15,000.00]  315,00009) $0.00
4 I Marketing $32,500.00] $32,500.00 | I | | | | $5.416.67| $5.416.67| $5416.67] $5.416.67] $5,416.67| $5.416.67]
ppraisal $15,000.00! $15,000.00] _$15,000.00]
7 Architect $400,000.00) $400,000.00] $300,000.00]  $8,333.33  $8,333.33|  $833333|  $6,333.33 $833333]  $833333|  $833333]  $833333|  $833333|  $8333.33]  $8.333.33|  $8,33333
ullding Permits $100,000.00) $100,000.00] _$100,000.00)
onsulting $150,000.00) $150,000.00]  $112,500.00(  $3,125.00|  $3,12500|  $3,12500  $3,125.00) $3,12500]  $312500]  $3,125.00]  $3.12500]  $3125.00]  $3.125.00] _ $3,125.00|  $3,125.00
$100,000.00) $100,000.00]  $75,000.00]  $2,08333[  $200333[ 5200333 52,0833 5208333 $2083.33|  52,083.33|  $208333]  $2,083.33|  $2,083.33| 5208333 5208333
port $25,000.001 $25,000.00] _$25,000.00)
insurance $60,000.00| $60,000.00] _ $60,000.00}
Legal Fes $50,000.00| $50,000.00] _$50,000.00]
Warket Study $10,000.00! $10,000.00] _$10,000.00]
Expenses $10,000.00| $10,000.00] _ $10,000.00]
ayment & Performance Bond - Ownar Pald $125,000.00 $125,000.00( $125,000.00
$0.00) $0.00]
$65,000.00| '$65,000.00| | $65,000.00
$100,000.00 $100,000.00] §5,000.00)  $7,500.00]  $7,500.00]  $10,000.00]  510,000.00]  $10,000.00|  $10,000.00]  $10,000.00]  $10,00000]  $7,500.00] _ §7,500.00|  $5,000.00
31 8ond Financl g Costs (Exhibi Bravo-2) $340,000.00 $340,000.00(_$340,000.00 |
32 $75,000.00| $75,000.00] _ $75,000,00|
33 L ~intarest $790,000.00 $790,000.00(  $41,578.95]  $41,570.95|  $41,578.95| _ $41,571 $41,578.95] S41570.95| 4157095 $41,578.95|  $41,578.95]  $41,570.95  $41,578.95|  SA1570.95]  $41,576.95|  $41,578.95]  $41,578.95  $41,578.95]  $41,670.95 $41,578.95|
34 Credit Report 50.00) $0.00)
35 HHFDC LIHTC Fee $110,000.00| $110,000.00] _$110,000.00
36 Legal Feo - Financing $100,000.00) $100,000.00] $100,000.00
37 Londer | investor Inspection Fes $25,000.00) $25,000.00] _ $25,000.00
38-39 Permanent Loan Fees. $0.00) $0.00
|40 Tax Opinion $0.00 $0.00)
[41 THle, Escrow & Recording _ $80,000.00] $80,000.00] _ $80,000.00
Other: Syndicator Fe $25,000.00] $25,000.00] _$25,000.00}
Other: Annual Servicing Fee $25,000.00] $25,000.00] _$25,000.00}
[Developer Fou Pay 25.00%
$3,068,000.00) $288,070.75
4447 Devaloper Fees $3,669,000.00| $3.090.761.25| _ $571,238.75| _$208,070.75
0 al Reserve $22,750.00] __ $2275000] $0.00
3 Oparating Reserve $300,000.00] $390,000.00 $0.00}
50 Rent-Up Reserve $65,000.00| $65,000,00] | 56500000
51 Other: '$0.00| $0.00] i $0.00|
[Total Development Costs. $20,014,673.41 30.00]  $20,014,07341| _ $3.434,511.25| _ $25,580,162.18] _$2,642,140.70] $1,134,101.78| $1,679.727.97| $1,673,727.37| 32,213,226 $41,578.95) $41,576.95|
Gaphal Ceriribation T T T T T T Admission | T T T T
Equity Pay in i | oo | ooox | ook | ooo% | o0eo%
THTC Equity | | | | [
ources
JHTC Equity '$12,854,635.00] $7,070,049.25] $3,213,658.75] _ $12,854,635.00] .00
Loan - Bonds $15,000,000.00 $1,134,191.70| $1,673,727.37 $1,673,127.37| $2,213,262.96]_$2,213,262.96| $2,213,262.96| $2,229,512.96| $1,577,82096 $15,000,000.00 ,?o'i
'ay Down Loan -$15,000,000.00 -$15,000,000,00] -$15,009,000.00| 00|
Permanent Loan $3,560,000.00 $3,560,000.00] _$3,560,000.00 %0
[Rental Housing Revolving Fund $12,500,000.00 $651,684.00] $52,229,512.96] $1,689,977.37| $1,689,977.37| $1,150,441.78} $5.088,406.52| _$12,500,000.00 00
r@-m $100,038.41 $100,038.41 $100,038.41] .00
Funds Avallable frem Prier Perlod A A $0.00] $0.00) $0.00 $0.00] $0.00| $0.00] $0.00) $0.00) $0.00) $0.00] $0.00|  $6,680,202.30|  $6,038,723.36| §6,597,144.41/ $6,555,505.48 $6,513,886.51) $0.00| .00
|Y‘|l| Davelopment Sources Il'.'“..ﬂ.ﬂl $0.00) ,014,673.¢ 5 $2,642,149.70] $1,673,727.37]  $1,673,727.37| $2,213,262.96) $221320298] $2.21), $2,220512.96)  $2,220512.06) $2,22051298] $1,680877.37| $1,689,977.07| $1,150441.78] $7,070.049.25 $6,060,02.30| $6,638,723.36] $6,507,144.41 $8,555,505.46 $3,476,000.20) ﬂl,l(‘,l'-.ﬂ .00
[Bhertage Excoss | | $0.00) 0. $0. $0. s0.00 n.oo] $0.00 $0.00) $0.00) $0.00]  $6,680,202,30]  $6,636,723.36]  $8.597,144.41] $6,555,505.46]  $0.513,086.51 $0.00) $0.00 .00
Pass 50% Test
unning Total of Equity $2,570927.00]  $2,670,927.60 mmmmmmmmmm
ing Tl Samrecian o 3 sl sl wmis
ng Fund X X X $2.00) X I -mmmm lmm S7411,683.44
unning Tetal All Costs $2,042,140.70]_ $3.776.341.43] 123, ,337,050. X . X X | 32214240132 $23,832,078.00] s2498252048] $25372.267.43] 3: mmm $20,014,87341]
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Proposed Co ub Apartments
"
OPERATING PROFORMA
No. Units 65
Financial History Year 1 Yoar 2 Year 3 Year 4 Year 5 Year 6 Yoar7 Yoar 8
Incoma Inflation Factor 2.50% 2022 2023 2024 2025 2026 2027 2028 2029
Revenues Rent Income - Tenant $648,840 $665,061 $681,688 $698,730 $716,198 $734,103] $752,455 $771,267
Rent Income - Local Hsg. Asst. $0 $0 $0 S0 SO $0 $0
Rent - Section 8 Addl. 0 $0 $0 $0 $0 $0 $0
Gain (Loss) to Lease 0 $0 $0 $0 SO, $0 $0
$0 $0 $0 Total Rent Potential $648,840 $665,061 $681,688 $698,730 $716,198 $734,103 $752,455 $771,267
Other Income: W/D Rental / Laundry & Vending $15,000 $15,375 $15,759 $16,153 $16,557 $16,971 $17,395 $17,830
Other Income: $10,000! $10,250 $10,506! $10,769 $11,038 $11,314 $11.597 $11,887
$0 $0 $0 Total Residential Income $673,840 $690,686 $707,953 $725,652 $743,793 $762,388 $781,448 $800,984
Less Vacancy 1% -$47,169 -$48,348 -$49,557 -$50,796 -$52,066 -$53,367 -§54,701 -$56,069
Less Concessions $0 $0 S0, $0. S0 S0, $0| S0
Less Bad Debt $0 $0 $0. $0 $0 $0 $0 $0
$0 $0 $0 Effective Gross Income $626,671 $642,338 $658,396 $674,856 $691,728 $709,021 $726,746 $744,915
PUPA Expense Inflation Factor  3.50% PUPA
Expenses $0.00 Advertising & Marketing $15 $1,000 $1,035 $1,071 $1,109 $1,148 $1.188 $1,229 $1.272
$o0 Ground Lease Rent $2 $100 $104 $107 $111 $115 $119 $123 $127
50 Insurance 3769 $50,000 $51,750 $53,561 $55,436 $57.376 $59,384 $61,463 $63,614
s0 4.00% Management Fee $386 $25,067 $25,944 $26,852 $27,792 $28,765 $29,772 $30,814 $31,892
$0 Payroll $840 $55,000 $56,925 $58.917 $60,979 $63,114 $65,323 $67.609 $69,975
$0 Payroll - Taxes $115 $7.500 $7.763 $8.034 $8,315 $8.606 $8,908 $9.219 $9,542
50 Professional Fees - Accounting $154 $10,000! $10,350 $10,712 $11,087 $11,475 $11,877 $12,293] $12,723
S0 Professional Fees - Legal $77 $5,000 $5,175 $5,356 $5,544 $5,738 $5,938 $6,146 $6,361
$0 Repairs & Maintenance $615 $40,000 $41,400 $42,849 $44,349 $45,901 $47,507 $49.170 $50,891
50 Repairs & Maintenance - Staff $692 $45,000 $46,575 $48.205 $49,892 $51,639 $53,446 $55,316/ $57,253
$0 Repairs & Maintenance - Supplies $77 $5,000 $5,175 $5,356 $5,544 $5.738 $5.938 $6.146 $6,361
50 Security $0 $0 SO $0 $0 $0 $0. $0
50 Supplies: Office $38 $2,500 $2,588 $2,678 $2,772 $2,869 $2,969 $3,073 $3,181
50 Taxes - Income s77 $5,000 $5.175 $5,356 $5,544 $5.738 $5,938 $6,146 $6.361
50 Taxes - Real Property $0 SO $0 $0 $0. $0 $0. $0
S0 Taxes - Other so $0 $0 $0 $0 $0 $0 $0
$0 Utilities - Electric $1.015 $66,000' $68.310 $70,701 $73,175 $75,737 $78,387' $81,131 $83,970
50 Utilities - Water & Sewer $815 $53,000 $54,855 $56,775 $58,762 $60,819 $62,947 $65.151 $67.431
$0 Utilities - Other $177 $11,500 $11,903 $12,319, $12,750 $13,197 $13,658 $14,136 $14,631
$0 Other: Administrative $154 $10,000 $10,350 $10,712 $11,087 $11,475 $11,877 $12,293 §12,723
$0 Other: $0 $0 $0, $0 $0 $0 $0 $0
S $ = $ - so Subtotal Operating Expenses $6,026 | § 391,667 | $ 405375 |5 419,563 |$ 434,248 |$ 449,447 [§ 465177 |$§ 481,459 $498,310
$0 Asset Management Fee 77 $5,000 $5175 $5,356 $5,544 $5.738 $5.938 $6,146 $6,361
s0 Compliance Fee - HHFDC $25 $1,625 $1,682 $1,741 $1,802 $1,865 $1,930 $1,998 $2,067
$0 HMMF Admin. Fee - HHFDC $35 $2,275 $2,355 $2,437 $2,522 $2,611 $2,702 $2,797 $2,894
$0 Reserves - Cap Ex/Replacement $350 $22,750 $23,546 $24,370 $25,223 $26,106 $27,020 $27,966' $28,944
$0 Reserves - Other $0 $0 S0 $0 $0. $0 $0 $0|
S0 Other: $0 SO S0 $0 $0 $0 $0 $0
$0 Other: $0 $0 $0 S0 $0 $0 $0 $0
$ $ - $ - $o Subtotal Other Expenses $487 | § 31650 [$ 32,758 |$ 33904 |S$ 35091 |$ 36319|$ 37590 |$ 38906 |$ 40,268
B s - [s - Total Expenses $9,353 [$ 423317 [$ 438,133 [$ 453468 [$ 469,339 [$ 485766 [$ 502,768 [$ 520,364 [§ 538,577 |
[s s s 2 NOlafter RR[$ 203354 [$ 204,205[$ 204929 [$ 205517 [$ 205962[$ 206253[$ 206,382[$ 206,338 |
Debt Service Loan Amt Rate Amo Pmt
P Loan $3,560,000 3.50% 35 $176,558 $176,558 $176,558 $176,558 $176,558 $176,558 $176,558 $176,558 $176,558
LP Asset Mgt Feo $0 $0 $0 $0 $0 $0, $0 $0
Deforred Fee $100,038 1.00% 15 100% of Cash Flow| $26,797 $27,647 $28,371 $17,223 $0 $0 $0 $0
RHRF $12,500,000 50 50% of Cash Flow| $0 $0. $0 $5,868 $14,702 $14,848 $14,912 $14,890
Total Debt Service $203,354| $204,205' $204,929 $199,649 $191,260 $191,406 $191,470 $191,448
Projacted Net Cash Flow $0 $0 $0. $5,868 $14,702 $14,848 $14,912 $14,890
Debt Coverage Ratio (DCR) wio Deferred Fee 1.15/ 1.16 116 1.16 1147 1.17 1.17] 117
Debt Coverage Ratio (DCR) with Deferred Foo 1.00 1.00 1.00 1.06] 1.17 147 147 147
Balance of Deferred Fea| $73,242]  $45595]  $17,223] s0[ so] $0] $0] 0]

Other:|  $12,500,000] $12,500,000] $12,500,000| $12,494,132| $12,479,430] $12,464,582| $12,449,670 $12,434,780|
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Proposed Co

OPERATING PROFORMA
No. Units 65

Revenues Rent Income - Tenant
Rent Income - Local Hsg. Asst.

Rent - Section 8 Addl.

Gain (Loss) to Lease

Total Rent Potential

Other Income: W/D Rental / Laundry & Vending
Other Income:
Total Residential Income

Less Vacancy

Less Concessions

Less Bad Debt
Effective Gross Income

Expenses Advertising & Marketing
Ground Lease Rent

Insurance

Management Fee

Payroll

Payroll - Taxes

Professional Fees - Accounting
Professional Fees - Legal
Repairs & Maintenance

Repairs & Maintenance - Staff
Repairs & Maintenance - Supplies
Security

Supplies: Office

Taxes - Income

Taxes - Real Property

Taxes - Other

Utilities - Electric

Utilities - Water & Sewer

Utilities - Other
Other: Administrative
Other:

Subtotal Operating Expenses

Asset Management Fee
Compliance Fee - HHFDC
HMMF Admin. Fee - HHFDC

R - Cap Ex/Repl:
Reseives - Other
Other:
Other:

Subtotal Other Expenses

Total Expenses

100%
0%

Projected Net Cash Flow
Debt Covaraga Ratio (DCR) wio Deferrad Fee
Debt Coverage Ratio (DCR) with Defarred Fae

Balance of Deferred Foe [

ub Apartments

Year 9 Year 10 Year 11 Yoar 12 Year 13 Yoar 14 Year 15 Year 16
2030 2031 2032 2033 2034 2035 2036 2037
$790,549]  $810,312]  $830,570  $851,334|  $872,618]  $894.433]  $916.794 $939,714
S0 S0 S0 0 S0 S0 $0 S0
S0 S0 S0 $0 S0 S0 S0, S0
$0 ) S0 $0 $0 S0 S0, S0
$790,549]  $810,312]  $830,570|  $851,334]  $872,618]  $894,433]  $916,794 $939,714
$18,276 $18,733 $19,201 $19,681 $20,173 $20,678 $21,195 $21,724
$12,184 $12,489 512,801 $13,121 $13,449 $13,785 $14,130 $14,483)
$821,009]  $841,534]  $862,572]  $884,136] $906,240]  $928,896]  $952,118 $975,921
-$57.471]  -$58,907]  $60,380]  -$61.890]  -$63437]  -$65023]  -566,648 -568,314
S0 S0 S0, S0 S0 S0 S0 S0
S0 SO, S0 S0 S0 ) S0 S0
$763,538]  $782,626]  $802,192]  $822,247]  $842,803] $863,873]  $885,470 $907,607
$1,317 $1,363] $1,411 $1,460 $1,511 $1,564 $1,619 $1,675
$132 $136 $141 $146 $151 $156 $162 $168
$65.840 $68,145 $70,530 $72,998 $75.553 $78.198 $80,935 $83,767
$33,008 $34,164 §35,359 $36,597 $37,878 $39,203| 540,576 $41,996
$72,424 $74,959 $77,583] $80,298 $83,109 $86,018 $89,028 $92,144
$9,876 $10,222 $10,579 $10,950 $11,333 $11,730) $12,140 $12,565
$13,168 $13,629 $14,106 $14,600 $15,111 $15,640 $16,187 $16,753
$6,584 $6,814 $7,053 $7,300 $7,555 $7.820 $8,093] $8,377
52,672 §54,516 $56,424 $58,399 $60,443 $62,558 564,748 $67.014
$59,256 §61,330 $63,477 $65,699 $67,998 $70,378 $§72,841 $75,391
$6.584 $6,814 $7,053] $7,300 $7.555 $7,820 $8,093 $8,377
S0 S0 S0 S0 S0 S0 S0 S0
$3.292 $3.407 $3,526 $3,650 $3,778 $3,910 54,047 54,188
$6.584 $6.814 $7.053) $7.300 $7.555 $7.820 $8,093 $8,377
$0 ) S0 S0 $0 S0 S0 S0
S0 S0 S0 S0, S0 S0 $0 S0
$86,909 589,951 $93,100 $96,358 $99.731]  $103221]  $106,834 $110,573
$69,791 $72,234 $74,762 $77,378) $80,087 $82,890 85,791 $88,793)
$15,143 $15,673, $16,222 $16,790 $17,377 $17.985 $18,615 $19,267
$13,168 $13,629 $14,106 $14,600 $15,111 $15,640 $16,187 $16,753
S0 S0 S0 ) S0 SO $0 S0
$ 515750 |$ 533,802 |$ 552485|$ 571,822 |$ 591,835|$ 612,550 [$ 633,989 $656,179
$6,584 $6.814 $7,053) $7,300 $7,555 $7.820 $8,093 $8,377
$2,140 $2,215 $2,202 $2,372 $2,455 $2,541 $2,630 §2,722
$2,996 $3,101 $3,209 $3,321 $3,438 $3,558 $3,683 $3,811
$29,957 $31,006] $32,091 $33.214 $34,377 $35,580 $36.825 $38,114
S0 S0 S0 S0 S0 0 S0 $0
S0 S0 SO S0 SO S0 S0 S0
S0 S0, $0 $0 S0 S0 S0 $0
S A1677|$ 43136|$5 44645|5 46208|5 47,825(5 49499 [$ 51,232|$ 53,025
[s_ ss7427]s 576937[$ 597,130 [$ 618,030 [$S 639,661 [$ 662,049[$ 685221 [$ 709,203 |
NOlaftor RR[§ 206,111 [$ 205689 [§ 205062 [$ 204,217 [$ 203,142[$S 201,824 [S 200249 [$ 198,403 |
$176,558]  $176,558]  $176,558]  $176,558]  $176,558]  $176,558]  $176,558 $176,558
$0 $0 $0 $0 $0 $0 S0 $0
of Cash Flow $0 $0 $0 $0 $0 $0 $0 $0
of Cash Flow $14,776 $14,566 $14,252 $13,830 $13,202 $12,633 $11,846) $10,923
Total Debt Service $191,334]  $191,123]  $190,810]  $190,387]  $189,850]  $189,191]  $188,404 $187,481
$14,776) $14,566] $14,252 $13,830 $13,292] $12,633 $11,846] $10,923
147 1.16 116 116 1145 114 143 1.12]
147 1.16 1.16 116 145 114 143 142
0] so] o] o] so] so[ 0] 0]

Other:[ $12,434,780] $12,420,214] $12,405,962| $12,392,132| $12,378,840 $12,366,207| $12,354,361| $12,343,438|
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CONSTRUCTION

Proposed Country Club Apartments

Hilo, Hi
CONSTRUCTION BUDGET
CSI Code Division Description Cost
1000 DIVISION 01 |GENERAL REQUIREMENTS $838,775
General Requirements $838,775
[ 2000 [DIVISION 02 [EXISTING CONDITIONS $1,256,789
Selective Site Demolition $1,256,789
[ 3000 |DIVISION 03 |CONCRETE $573,230
Concrete and Masonry Repair $573,230
| 4000 | DIVISION 04 [MASONRY $28,838
Masonry $28,838
| 5000 | DIVISION 05|METALS $347,295
Structural Steel & Misc Metals $195,406
Decorative Metal Railings $151,889
[ 6000 | DIVISION 06 [WOODS AND PLASTICS $1,075,626
Carpentry $843,678
Millwork $231,948
[ 7000 [DIVISION 07 [THERMAL / MOISTURE $210,563
Fluid Applied Roofing & Insulation $161,901
Flashing and Sheet Metal See Roofing
Firestopping $48,887
[ 8000 DIVISION 08 |OPENINGS $1,800,337
Metal Doors and Frames $93,811
Wood Doors $140,003
Access Doors and Panels $2,505
Door Finish Hardware $99,125
Glazing $1,465,105
9000 DIVISION 09 |FINISHES $3,179,838
Gypsum Board Assemblies and EIFS $2,006,761
Solid Surface $273,128
Flooring $410,367
Painting $489,583
[ 10000 DIVISION 10 |SPECIALTIES $250,706
Signage $18,661.30
Toilet Accessories $44 541
Fire Extinguishers $23,890.28
Postal Specialties $10,258.68
Smoke Curtains $119,847
| 11000 ] DIVISION 11 |EQUIPMENT $98,242
Residential Appliances $92,749
Building Maintenance Equipment $6,360
| 12000 | DIVISION 12 [FURNISHING $27,836
Window Treatments $26,366
Site Furnishing $1,702
[ 14000 | DIVISION 14 [CONVEYING EQUIPMENT $576,596
Elevator $576,596
| 21000 | DIVISION 21 [FIRE SUPPRESSION $0
Fire Suppression See HVAC
11/24/2020 DRAFT Page 9 of 10
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Proposed Country Club Apartments

Hilo, Hi

CONSTRUCTION BUDGET
22000 | DIVISION 22 [PLUMBING $0
Plumbing See HVAC
| 23000 |DIVISION 23 |HVAC $2,925,573
HVAC $2,925,573
| 26000 | DIVISION 26 |[ELECTRICAL $2,881,230
Electrical $2,881,230
| 31000 [ DIVISION 31 [EARTHWORK $329,075
Earthwork and Utilities $303,475
Soil Treatment and Vegetation Control $25,600
| 32000 | DIVISION 32 |[EXTERIOR IMPROVEMENTS $251,716
Paving $191,716
Striping See Painting
Landscape and Irrigation $60,000
[Total Hard Costs | $16,652,266|
[Total Profit, Overhead and General Requirements 14% | $2,331,317|
Exempt[Total General Excise and Use Tax | $0|
ITotaI Construction Budget | $18,983,583|

11/24/2020
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Hale Hoaloha

Rental Market Survey

Property Name
Location

Phone Number
Property Type
Total Units

Year Built

Current Occupancy

Unit Type

Total Units This Type
Rent (Low/High)
Square Feet

Rent per Square Foot

Unit Type

Total Units This Type
Rent (Low/High)
Square Feet

Rent per Square Foot

Unit Type

Total Units This Type
Rent (Low/High)
Square Feet

Rent per Square Foot

Unit Type

Total Units This Type
Rent (Low/High)
Square Feet

Rent per Square Foot

Date: 10/25/2020
Hale Hoaloha Bayview Banyan Hale Hinano Central Apartments
Hilo Hilo Hilo ~ Hilo
935-9101 747-7034 844-281-5338 935-4152
HUD/TIC Private Private Private
81 98 24 34
1973 1978 1975 1963
99% 100% 96% 97%
i Averages
12 50 0 11
$938 $938 $1,150 | $1.350 N/A N/A $840 $840 N/A N/A N/A N/A $1,009
620 620 500 500 N/A N/A 650 650 N/A N/A N/A N/A 590
$1.51 $1.51 $2.30 $2.70 N/A N/A $1.29 $1.29 N/A N/A N/A N/A $1.77
Ll Averages
30 47 21 23
$1,104 | $1.104 | $1.,700 | $1,950 $975 $975 $975 $975 N/A N/A N/A N/A $1,220
653 653 1000 1000 720 720 792 792 N/A N/A N/A N/A 791
$1.69 $1.69 $1.70 $1.95 $1.35 $1.35 $1.23 $1.23 N/A N/A N/A N/A $1.53
o Averages
30 0 3 0
$1,379 | $1,379 N/A N/A $900 $900 N/A N/A N/A N/A N/A N/A $1,140
739 739 N/A N/A 840 840 N/A N/A N/A N/A N/A N/A 790
$1.87 $1.87 N/A N/A $1.07 $1.07 N/A N/A N/A N/A N/A N/A $1.47
2 Averages
9 0 0 0
$1,658 | $1.658 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A $1,658
959 959 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 959
$1.73 $1.73 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A $1.73

Page 1 of 2




Hale Hoaloha

Rental Market Survey

Current Specials
Total Value of
Concession or
Special Over

Term of Lease
Required Lease Term
Screening Fee
Non-Refundable Fees
Refundable Deposit

Pet Deposit

Value
Water & Sewer $131
Trash Removal $15
Heat $0
Covered Parking $0
Washer & Dryer $26
Dishwasher $15
Air Conditioning $65
Fitness Center $40
Pool or Spa $30
Playground $50
Business Center $25
Community Room $50
Electricity $152
Other $0
Other $0
Other $0

Total Adjusti

1x1
2x1
3x1
4x1

1x1
2x1
3x1
4x1

1x1
2x1
3x1
4x1

Hale Hoaloha Bayview Banyan Hale Hinano Central Apartments 0 0
None/MTM 6 Months 6 Months None/MTM
$0 $30 $20 $20
N/A N/A N/A N/A
On move out On move out On move out On move out
None $100 N/A N/A
Adjustments for Amenities Included with Rent
Yes Yes $0 Yes $0 Yes $0 No $131 No $131
Yes Yes $0 Yes $0 Yes $0 No $15 No $15
N/A No $0 No $0 No $0 No $0 No $0
N/A No $0 No $0 No $0 No $0 No $0
No No $0 No $0 No $0 No $0 No $0
No No $0 No $0 No $0 No $0 No $0
No No $0 No $0 No $0 No $0 No $0
No No $0 No $0 No $0 No $0 No $0
No No $0 No $0 No $0 No $0 No $0
Yes No $50 No $50 No $50 No $50 No $50
No No $0 No $0 No $0 No $0 No $0
No No $0 No $0 No $0 No $0 No $0
Yes Yes $0 No $152 No $152 No $152 No $152
No No $0 No $0 No $0 No $0 No $0
No No $0 No $0 No $0 No 30 No $0
No No $0 No $0 No $0 No $0 No $0
ments for Amenities by Property:  $50 $202 $202 $348 $348
Monthly Value of Current Special or Concession
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
Net Adjusted Rents by Unit Type Averages
$938 $938 $1,200 | $1,400 N/A N/A $1,042 | $1,042 N/A N/A N/A N/A $1,093
$1,104 $1,104 $1,750 $2,000 $1,177 $1,177 $1,177 $1,177 N/A N/A N/A N/A $1,333
$1,379 $1,379 N/A N/A $1,102 $1,102 N/A N/A N/A N/A N/A N/A $1,241
$1,658 | $1,658 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A $1,658

Page 2 of

2




MARKETING AND MANAGEMENT PLAN
COUNTRY CLUB APARTMENTS
HiLo, HI

INTRODUCTION: A management plan provides the basis for successful leasing and
operations of a multi-family housing community. The following is a management plan designed
specifically for Country Club Apartments in Hilo, HI (THE COMMUNITY). The Community has
been developed under the regulations of Hawaii Housing Finance and Development
Corporation and received low income housing tax credits. This plan will describe and
analyze the following characteristics that affect the operational success of The Community.

A. The relationship existing between CAMBRIDGE MANAGEMENT, INC. the management
agent (MANAGING AGENT) DPSP COUNTRY CLUB LLC the owner (OWNER).

B. Personnel policy and staffing requirements for THE COMMUNITY,

C. The procedures to be followed to assure publicizing and achievement of continued
occupancy in accordance with all applicable Fair Housing Policies and Laws.

D. Procedures to be followed relative to RESIDENT eligibility and certifying and recertifying
incomes.

E. Procedures to be followed to assure maximum maintenance and repair of the
improvements. .

F. Rent Collection policies and procedures to be utilized.
G. The procedures to be followed to assure proper accounting and reporting information.
H. Plan for RESIDENT management relations.

PROPOSAL: The introduction of a management plan for this project will provide the basis for
successful management and marketing for the OWNER and RESIDENTS.

OBJECTIVES: Any intelligent management effort has at its roots a series of objectives that
must be understood conceptually and ultimately implemented through a staff of personnel
capable of achieving those objectives. The objectives that the MANAGING AGENT will consider
relevant are the following:

A. Sound management principles will be established to provide services related to
marketing, finance, accounting, personnel and administration of the above.

B. Implement and maintain an atmosphere of understanding and participation with all
RESIDENTS.

C. Create goodwill within THE COMMUNITY by intelligent screening of applicants, maintaining
the grounds in a workmanlike manner and maintaining interior and exterior of buildings
to assure the highest standards of excellence.

D. The management plan will provide for the highest levels of occupancy possible and a
low turnover rate to assure a strong financial base.

IMPLEMENTATION: In order to properly satisfy the mentioned objectives the MANAGING
AGENT, through consultation with the OWNER, has evaluated THE COMMUNITY to determine the
interrelationships existing between the objectives. Those interrelationships include the
adequacy and reasonableness of the site, physical structure, unit composition and rent roll,
estimated operating expenses, market demand, on and off-site facilities, security arrangements,



debt services requirements, tenant eligibility criteria, sponsorship, facilities for tenants, services,
physical hardware and demographic composition of THE COMMUNITY. The site is well located
with respect to its proximity to forms of transportation. THE COMMUNITY has easy access to
nearby city streets and state highways. Shopping of a neighborhood and community nature are
within a moderate distance from THE COMMUNITY. There is ample open space and the
developer has done a credible job of planning and design.

ROLE OF OWNER AND MANAGING AGENT: The successful operation of this project has at
its roots specific relationships existing between the OWNER and AGENT. This relationship is an
understanding of the two functions with respect to the extent of authority the MANAGING AGENT
will have over the operations. The MANAGING AGENT will have the authority to handle day-to-
day operations and report to the OWNER on a weekly and monthly basis. The MANAGING AGENT
will carry out the following functions.

A. Rent available apariment units to satisfactory RESIDENTS, after completion of credit
checks and all LIHTC required forms.

~ the OWNER and dep03|t in-the partnership account thése monies. [ Collect security
;-deposrts ‘and deposrt ina. separate mterest bearlng frust account ‘Negotiate- and collect

l

i funds from laundry and concessron rncome sourgces. | ;
. Maintain rthe mtenor and exterlor of THE COMMUNITY in a‘workmanhke manner rncluding

i

the groun\ds park ng areas, garbage enclosures etc

iD. Dlstrrbuteia set of rules and regulatlons to ali tenants that ‘have- been suppl edi and/or
approved}bnyWNER [ , a \ a ;

'E. Create af hierarcﬁy of management staff that may mcIude but is not lrmlted to the
* following: r 1 / e - [

P 7 Vo s; '

- . ':The Presrdent of the Company \

\

. A Dlrector of Property Management for the West Coast

b
c. A Drrector of Property Management for the East Coast
d

Regional Managers (REGIONAL MANAGER) who serve under the Directors to
provide direction, instruction and support to the COMMUNITY MANAGERS

e. COMMUNITY MANAGERS, who work in the offices at THE COMMUNITY to perform
and supervise the leasing of the units, collection of the rents, and completion
of the compliance paperwork and maintenance of THE COMMUNITY

f. MAINTENANCE SUPERINTENDENTS, who work on site at THE COMMUNITY to
perform and supervise the maintenance of THE COMMUNITY

F. Hire on-site personnel which will be paid by THE COMMUNITY from allowable expenses
and MANAGING AGENT will direct those employees.

G. Inspect and report to the OWNER general conditions of THE COMMUNITY and if any
defects exist, the MANAGING AGENT will establish liaison with a general contractor to
repair any defects.

H. Move-in and move-out RESIDENTS with a minimum of inconvenience to RESIDENTS.

I. Receive, record and respond to RESIDENTS’ complaints within a 24-hour period from the
receipt of the complaint.



J. Contract for the use of water, electricity, gas, fuel, oll, telephone and other services
subject to approval by OWNER.

K. Obtain prices from at least two insurance companies and place and keep enforced all
forms of insurance needed to protect the OWNER as provided by law.

L. Prepare an annual operating budget for approval by the OWNER at least 60-days prior to
the beginning of the fiscal year.

M. Make all deposits and disbursements and will report to the OWNER the extent and type of
income and disbursements on a monthly basis measured against the budget.

N. Keep a comprehensive system of accounts consistent with GAAP and provide the
OWNER a trial balance, profit and loss statement, balance sheet, bank reconciliation, and
a list of accounts receivable and payable on a monthly basis.

O. Report to OWNER on a monthly basis any budget deviations and will respond to the
OWNER directions.

P. Use its best efforts to ensure that RESIDENTS comply with the lease and RESIDENTS will
~---be-informed at the time. of their rental of the rules and- reguIatlons -governing- THE
;"COMMUNITY : ) ,4 % { Rt

Q. Submit. to the OWNER each \\Neek a report whrch documents the occupancy, rental move-
. ins, move -outs and traffic. o , ! »\

| R Secure OWNER approval for,’all repairs or contractual obllgatlons in excess of $1 0'00 00.

S. Effect emergenoy repairs’ Wthh may endanger Irfe or property, -irrespective of the cost
; limitation rmposed by thrs statement after maklng a good farth effort to receive OWNER
; approval ™ \ : ;
: / H |

i
]
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PERSONNEL POL[CY AND BENEFITS MANAGING AGENTS hmng will be consistent \rwth the

Equal Opportunity provrsrons and compensate employees not Iess than the provrsmns of the
Falr Labor Standards Act \ | Pog

'.

] S

THE COMMUNITY staffing needs for this housing complex is to hire two_(2)} employees whose
time will be divided between the maintenance and managerial duties. At least one(1) employee
will reside on the premises in order to insure proper services to the RESIDENTS.

One full-time employee, acting as COMMUNITY MANAGER, will perform the managerial duties,
such as rental promotion, screening and processing, rent collection and working closely with the
RESIDENTS to assist them.

One full-time employee acting as the MAINTENANCE SUPERINTENDENT for this project, and will
perform and/or oversee all required maintenance functions, including public area clean-up,
grounds maintenance, unit repairs, decoration, maintenance repair trouble calls, and quarterly
preventative maintenance inspections.

Other Full time and Part time employees may be employed in accordance with the needs of THE
COMMUNITY.

Compensation payable to THE COMMUNITY employees will be paid from the Operating Account,
and will be treated as project expenses. Such expenses will not exceed that, which normally is
paid for the service performed. All bookkeeping, clerical, and other managerial personnel, plus
all local, state and federal taxes incident to the employment of such personnel will be borne


https://1,900.00
https://Sub~it.to

solely by the MANAGING AGENT, and will not be paid out of the OWNER’S funds, or treated as
project expenses.

All personnel will receive annual training in Fair Housing Laws and Policies and are required to
comply with the policies of the MANAGING AGENT. A copy of Fair Housing policy and instructions
are attached.

The ability of the management company to compensate its employees are dependent solely on
the generation of a management fee. The management fee for this project includes
administrative operations, supervision, accounting and over-all supervision from the MANAGING
AGENT. All project employees are paid from THE COMMUNITY rental income. Employees
working on THE COMMUNITY on a full-time and part-time basis are expenses of THE COMMUNITY.

The following Affirmative Marketing Plan is to be implemented and followed.
Objectives:

A. THE COMMUNITY will be operated, maintained and rented in a manner, which is
- consistent with federal housing policy governing nondiscrimination: and accessibility;-as
__‘determlned undeq the Amencans with Disabilities Act; the [Fair Housing Amendments Act
. of 1988 the Archltectural Barrlers Act of 1968; Housing and Communlty Development
© Act of 1974 C|V|I Rights Act of 1964, C|V|l nghts Act of 1968 and Age Dlscrlmlnahon
Actof1975 % / : / \ : |

The Low-lncome Housmg Units and the Market Rate Housmg Units in THE COMMUNITY
i plus the Housung Units™ lncluded in any Spec:lal Needs Housmg Set AS|de(s) wxll be
i rented to el|glble RESIDENTS / ; \ o ;

. THE COMMUNITY wrll as amended comply with the Hou.smg and Urban Development
: Fair Housmg Acti of 1968; the Uniform Relocation and Real Property Acqwsmon Act of
- 1970; and the Stewart B. McKmney Homeless A35|stance Act , , .

{‘

i
4
i
1
i

; THE COMMUNlTY wm be operated mamtamed and rented ln a manner which does not

“basis of race, creed color, sex netlonal origin, familial status, religion, marital status,
age or disability.

THE COMMUNITY will be operated, maintained and rented in a manner, which does not
discriminate against any RESIDENT or potential RESIDENT on the basis of that RESIDENT’S
or potential RESIDENT’S sources of income provided such sources of income are not in
contravention of any federal, state or local law.

THE COMMUNITY will seek to obtain a RESIDENTS population, which represents the
diversity of the community where each Building(s} in THE COMMUNITY is located.

B. Generate traffic to produce lease levels necessary to meet production flow.

C. Produce desired lease levels at the most economical possible Marketing and
Operational expenses.

Create a continuing positive image for the OWNER and the AGENT,
D. Follow-up on results and adjust marketing resources as necessary.

General Description: THE COMMUNITY consists of 62-units in one (1) apartment building
including a common area unit. The units are well designed and constructed with large



kitchens and baths, dishwashers, microwaves, self-cleaning ovens and private patios or
decks with storage.

Pricing: Units are priced to attract eligible applicants with incomes at or below 60% of median
income adjusted for family size. Additionally, 6% of the units will be set aside at 30% AMI.

Target Market: The target market is limited in that income restrictions are imposed. Income
targeting will be as shown above under Pricing.

Product Positioning

The primary benefits of a THE COMMUNITY are:
* Convenience of location - close to neighborhood shopping and employment centers.
* Quality construction.

* Attractive design.

* Large kitchens.

* Washer/dryer hook-ups in all units.
* Frost free refrigerator.

* Self-cleaning oven. g — : - -
* Dishwasher and garbage disposal.., 'O i
* Quality management N /f At | i
* Commumty bUIldlng with kitchen for private use /% |
* Oin Site Play Area : | foay f ‘

i i i » 1

g 3 [
Advertlsmg Plan : N

The concept for developl ng the adv\értisementfprpgrarril takes into. account some key i
* Families f / Vo Lo

* Income restrictions ’ LI g !
¥ anary benefi ts listed under “Product Posﬁmnmg” ‘ ‘
* Value for the Quality | / ‘
* Spemal Needs Housing Set AS[deS ,’ y

\

sues.
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All the advertlsmg will include the Falr Housmg logo and Farr Housmg posters in Enghsh and
Spanish will be posted at the rental office. Interpreters and bilingual leases are available to
applicants.

On an on-going basis the rental program will be as follows:

A. Rentals on turnover will be accomplished through classified advertising and contact with
community contacts, or names from a waiting list.

B. THE COoMMUNITY staff will include those positions previously described.

C. All RESIDENTS will be instructed as to the use of the household equipment. The
MANAGING AGENT will supply the RESIDENTS with written information regarding the proper
use of refrigerators, ranges, disposals and fans, if necessary. Each type of equipment
will be explained verbally by the COMMUNITY MANAGER to the RESIDENTS at the time of
move-in.

D. The MANAGING AGENT will establish and implement final and complete accounting
records and procedures for invoice, purchase order, supply control and equipment
utilization.

E. The COMMUNITY MANAGER will submit to each new RESIDENT a work order form that they
will fill out and return which will indicate any defects that have arisen since their move-in.



The COMMUNITY MANAGER will contact immediately the involved sub-contractors in order
to satisfy any defect problems.

F. Thirty-days after each RESIDENT has moved into the apartment the COMMUNITY MANAGER
will contact each RESIDENT individually to determine that he/she is fully aware of the
proper operation of equipment and is implementing good housekeeping habits.

G. The on-site office will be open Monday through Saturday from 9:00 a.m. to 6:00 p.m. and
Sundays as needed. An emergency number will be posted on the office door in the
manager's absence.

RESIDENT ELIGIBILITY AND CERTIFICATION: The importance of selecting the proper
RESIDENT within eligibility guidelines cannot be overemphasized. The REGIONAL MANAGER
works alongside the COMMUNITY MANAGER to assure screening for responsible RESIDENTS
through the interview process taking place during the applicant's appointment to rent. All
applicants fill out an application which the COMMUNITY MANAGER verifies for its veracity. Credit
checks and contacting the former landlord is done for all prospective RESIDENT prior to initial
acceptance.

Theé COMMUNITY MANAGER ‘must complete all requrred certification documents required by the
appltcable -monitoring agencies-for all RES!DENTS which indicates-income, dependents -etc.
The income mformatronlrs verified prior to occupancy by marlmg income verrfcatron to the
applroable sources Alre- certrfcatron must be completed annually to determlne whether
contlnued elrgrbmty is approprlate 'All managers arexaware of famrly size and composntlon as it
relates to unit srze - "/ [0 ! ] B

b
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MA}INTENANCE EAND RiEPAIR PROCEDURES Reoognlzmg a !ong term mortgage%obllgatron
exists, the necessrty for excetlent marntenance standards at The Community is apparent The
|mage of THE COMMUNITY and comfort of the RESIDENT, guests and visitors makes it mandatory
that management |mplements a thorough maintenance, program rncludrng repairs, decoratmg,
Iandscape marntenanoe and caprtal improvement programs when necessary The

marntenance program |sisupervrsed by the REGIONAL MANAGER Supplres and rnventones are

As previously mentioned in the rent-up section of this management plan, units are thoroughly
inspected prior to move-in. During move-out the COMMUNITY MANAGER inspects the unit and
calculates the cost, if any of the necessary repairs which are the responsibility of the vacating
RESIDENT. A deposit refund report is generated and submitted to the REGIONAL MANAGER for
approval detailing the repair cost as well as any credits or charges for rent or other fees still
pending. This report is then submitted to the main where it is mailed, along with a check for the
return the security deposit, if applicable, to the RESIDENT no more than 14 days after unit has
been vacated.

The program for maintenance and repair will include but not be limited to the following:

A. All public lights and clocks are to be operational at all times.

B. All walks, drives, steps or outside areas are to be kept clean at all times. Pick-up of
common areas is to be done daily.

C. All recreation rooms, laundry rooms, lobbies, halls or interior public or private areas are
to be kept clean at all times.

D. Alllandscaping is fo be kept in a healthy condition at all times.



@

E. All vacant apartments are to be vented regularly - preferable weekly. Flushing of toilets
and running tap faucets is accomplished every two weeks.

F. Cleaning.

1. Immediately upon vacating by a RESIDENT each apartment is to be thoroughly
cleaned, including but not limited to, all floors, walls, drawers, cabinets, closets,
sinks, shower stalls, toilets, counter tops, appliances, windows and drapes.

2. All electrical appliances, bulbs and mechanical devices are to be tested for proper
operation and malfunctions corrected immediately.

3. Vinyl and tile floors are to be cleaned and polished and carpets are to be cleaned or
vacuumed depending on need.

4. Painting must be approved by the maintenance coordinator. Complete or touch-up
painting will be done as needed.

G. Landscaping will be mowed and frimmed, fertilized and watered as needed.
Slgns mail box names dtsplays etc. are to be maintained regularly

e =

Perlodlc mspecttons of vacant and occupled units will be done annually unless poor
f"'housekeepmg hablts are suspected The‘latter will be checked as heeded. §

J.. Major repalrs exc%ludlng appllances will be é:ontracted The COMMUNITY MANAGER will
- check the sub- cpntractor/vender list prowded by office and contact the ’REGIONAL
: MANAGERfor dlrectzon // [ \ ] 1

K. Prior to occupancy of a new RESlDEr;lT ‘the COMMUNITY MANAGER “will enter and walk

. through the renovated unit “with the new’ RESIDENT and after mspectlon the COMMUNITY

: MANAGER wrll requrre the' RESIDENT to sign-the move in form indicating the apartment is
satlsfactory in all respects and any defects are noted ; P

L. Garbage removal is contracted on twice a week pick up basis; however pl'Oject
' mamtenance must plck up all debns dally and clean garbage enclosures weekly

\M..RESIDENTS are encouraged at move-in to report malntenance problems |mmed|ately
Quarterly inspections reveal latent maintenance problems and they are corrected.

RENT COLLECTION POLICIES AND PROCEDURES: All RESIDENTS will pay rent to the
MANAGING AGENT by the first day of each month and the rent is considered delinquent by the
second day of each month. Late fees will be charged to the RESIDENTS who have not paid their
rent in full by close of business (6:00 pm) on the fifth of each month. If the RESIDENT has not
paid by the sixth of the month, the MANAGING AGENT will issue a three-day pay or vacate notice.
If the RESIDENT does not pay within the specified period, he\she must vacate by midnight of the
third day following the notice. If a RESIDENT fails to vacate, the MANAGING AGENT institutes an
unlawful detainer action. Normally this takes approximately 30-45 days to successfully
accomplish; however it is rare that this type of legal action is necessary.

If the RESIDENT is abusing property or causing undue noise or nuisance to neighbors, the
MANAGING AGENT issues a 10 day notice to vacate for nuisance. If the RESIDENT fails to vacate
within that time, an unlawful detainer action is issued. Normally, after the complaint regarding
nuisance has been brought to the attention of the COMMUNITY MANAGER, he/she will discuss the
complaint with the particular RESIDENT and resolve the issue. Again, it is rare to resort to
unlawful detainer action. The pay or vacate and important notice forms are delivered personally
and mailed to the tenant by the COMMUNITY MANAGER. The unlawful detainer action, if
necessary, is served by the Sheriff with the COMMUNITY MANAGER in attendance, normally.



A system of collection recording has been established. THE COMMUNITY MANAGER deposits all
monies on a daily basis or uses a night depository bag and for each payment activity renders
each RESIDENT a receipt. The receipt is tendered to the RESIDENT, at which time it is
simultaneously recorded on the RESIDENT ledger card and the daily cash received sheet. Along
with the bank deposit receipt the daily cash received sheet, which total must equal the total of
the bank deposit, are transmitted to the MANAGING AGENT'S office daily. THE COMMUNITY
MANAGER deposits rent in the operating bank account and security deposits in a separate bank
trust account. The COMMUNITY MANAGER prepares and submits a report at the end of each
month on all monies received, which must balance to all deposits made during the month. Daily
cash sheets and month end reports are closely reviewed. Cash is not accepted.

ACCOUNTING RECORDS: To properly project the future success of this project, the
MANAGING AGENT will keep a comprehensive system of forms and accounts. One cannot
project where “he is going” until he determines where “he has been.” The accounting serves the
purpose of recording the past successes of THE COMMUNITY, which reflect the management
capability that has been exerted. The accounting responsibilities are well understood by the
MANAGING AGENT and the timing of report submissions. The followmg is our approach in order
to assure: the. best possible- accountrng Informatlon - ey | g

A A rental budget lS developed yearly and actual results are me*asur'e"d "aga'i'ﬁst"th‘e bUdget
B. Prior to\acceptance of a tenant Iease a\venf cation of income will be completed
f Annually, a recertlf‘ cation of/mcome from aII RESIDENTS will be completed.

C. The MANAGING AGENT Wl||“depOSIt all appropnate payroll Iaxes IncIudIng the employees
. share, by | the requn‘ed due dates. / / ! A .

Lo o L :
‘D On or before January 31 of each y,ear the MANAGING AGENT Wl|| prepare a Federal

Unemployment Tax Return a W-2 form and a reconcrlration of prevrous year's
WIthhoIdIng taxes’ : \ for _

E Within- 15 days after the end of each month the MANAGING AGENT will furnish a statement

I of rental operatlons on a cash basrs The statement WI|| be accompanied by a rental

- incomeé analysis, rental expense report aged accounts receivable and a list of accounts
payable.

F. The MANAGING AGENT will pro-rate move-ins and move-outs on a thirty-day base period
and all rents are pro-rated to the first of each month.

G. The MANAGING AGENT agrees to establish and retain records involving books of original
entry, general ledger and subsidiaries, canceled checks and bank statements, rental and
expense statements, legal documents and joint venture agreements.

H. The OWNER will select the independent public accountant for year-end audits. The
expense of the audit will be paid from project monies.

All certifications and recertifications are kept on file in The Community office for easy audit
verification by the MANAGING AGENT and auditors. Internal controls are extensive and have as
their objective proper recording, collecting and retrieving of cash collected. A series of cross
classification checks are implemented to assure a series of audit trails including occupancy
reports by unit, income verifications, master tenant logs indicating actual rent paid and any
difference from market rent indicated, project income ledger by unit, bank deposit slips, bank
statements and payment received sheets. These various forms of documentation provide a
basis upon which cash controls are highly integrated.



EVICTIONS FOR CAUSE AND DISPUTE RESOLUTION: If the ReSIDENT is abusing
property, causing undue noise or nuisance to neighbors or violating some other lease
provision, the CommuNITY MANAGER Will take a series of actions. Normally, after the
complaint regarding the violation has been brought to the attention of the CoMMUNITY
MANAGER, he/she will discuss the complaint with the particular RESIDENT and attempt to
resolve the issue. If the issue is not resolved through this informal process, the
COMMUNITY MANAGER issues the appropriate notice to vacate for lease violation. If the
RESIDENT fails to vacate within that time, an unlawful detainer action is filed. It is rare to
resort to unlawful detainer action for lease violations; management is usually successful
in resolving the issue through warnings or voluntary termination of the lease. All legal
and important notice forms are delivered personally and mailed to the RESIDENT by the
COMMUNITY MANAGER. Normally, the unlawful detainer action, if necessary, is served by
the Sheriff with the CoMMUNITY MANAGER in attendance.

A uniform procedure for handling and reviewing RESIDENT grievances has been
established. This procedure assures that all RESIDENTS are treated fairly and equitably
and are provrded an avenue “for reasonable review of gnevances Any gnevé‘nee must
flrst be- presented in wntmg ol verbally to the offrce of the MANAGING-AGENT: ‘Cambridge
Management\lnc (CMI) ; whose address and phone number are 1916 64th; Ave. W.
Tacoma, WA 98466, 253 564- 2619 MANAGING AGENT will make every reasonable effort
to set a time for d[scusswn wuthln seven (7, ) busrness days of receipt of said gnevance
but in any event not later the. fourteen (14) busmess days of receipt of said gnevance
Followrng the dlscusswn MANAGING AGENT'S’ corporate staff including; but not Ilmlted to
the DIRECTOR OF PROPERTY MANAGEMENT erI make a prompt mvestrgatron of all facts and
mtervrew the relevant partres to, obtam statements | P B

i
:

1 4 . : ! e ey i

A summary of such mformal dlscusswn and rnvestlgatlon quI be prepared with a
reasonable trme One copy W|ll be glven to the REStDENT one copy retalned in the
will specrfy the names of the partrcrpants dates of meetmgs nature of the proposed
disposition and the specific reasons therefore.

MANAGEMENT AGREEMENT: The Management Agreement to be used will be in substance
and content consistent with industry standards.






November 30, 2020

HOTEL | HONOLULU

Assistant Administrator Kevin Moore
Land Division

Department of Land and Natural Resources

|

=
P.O. Box 621 z Z=
Honolulu, Hawaii 96809 = 90
B D
RE: Former Country Club Condominium Hotel 2 Eg:
121 Banyan Drive - 2
Hilo, Island of Hawaii, Hawaii 96720 0

Tax Map Key (3) 2-1-005:020 (Parcel 20)

Dear Mr. Moore:

We are pleased to offer a more comprehensive RRO (Repair (Acquisition,
design and permitting), Renovation and Operation) plan for the
redevelopment of the referenced parcel of 152 total units at the former
Country Club Condominium in Hilo, Hawaii. We estimate a five year
“ramp up” after completion of the renovations.

The time frame coincides with the current economic conditions prevailing
due to the COVID-19 pandemic and the slow recovery period following

its containment. We feel this time frame is realistic to 1) rebuild
consumer confidence in air travel; 2) reduce quarantine restrictions; and
3) regain air seat capacity lost during COVID.

We will have a two-prong approach, taking advantage of the iconic
Pagoda brand. Until the hotel is fully operational as a full-service hotel,
we will offer long term monthly rentals geared to locals and students.

The Pagoda brand, headquartered in Honolulu, has provided
accommodations to the local community for over 55 years. Our intent is
to bring this same local flavor to the Hilo community with the “Pagoda

Hilo Bay Hotel”. We have a track record with proven success amongst the
locals.

With the restoration of the meeting space and restaurant, we intend to
duplicate the success of Pagoda Hotel and Restaurant in building the

1525 Rycroft Street, Honolulu, Hawaii 96814 EX H | B | T 6

Main 808-941-6611 | Fax 808-955-5067 | www.pagodahotel.com


www.pagodahotel.com
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meeting group market with school groups, church groups, and local
conventions. It is no wonder that Pagoda is considered the kama’aina’s
“home away from home” and a place to create lasting memories from
weddings, retirement parties, anniversaries, and local corporate
meetings.

Once the local community has returned, we will then work to attract
mainlanders to Hilo as not only an affordable oceanfront hotel but an
area so diverse with its proximity to the volcano, its orchid farms, black
sand beaches, and other attractions in the area, the Banyan Tree Drive,
in particular.

The “Pagoda” brand success has always been to take care of the local
community and to the many non-locals locking for an alternative to
“brand” hotels; looking for the “best kept secret” and charm of a locally-
owned hotel.

We will partner with G70, a local architectural firm, who will lead the
restoration process.

The passion expressed from our team is evidence that we view our
mission as stewards of this historic area by restoring the area and
returning it to the community as well as re-introducing it to the world.,
It is our intent to make Hilo and the Pagoda Hilo Bay Hotel, the “cultural
heart of Hawaii”.

Sincerely,

Uit idfore?

Peter Savio

Attachments: Exhibits A-F
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EXECUTIVE SUMMARY
TMK: (3) 2-1-005:020 (Parcel 20)

Proposal from the Pagoda Hilo Bay LLC is predicated upon receiving favorable
terms on a 65-year lease of subject parcel from the State.

As previously state in the initial SOQ, we have a team with local roots that will
accomplish the goal of DNLR to 1) repair and renovate the subject property, 2)
improve the overall aesthetics of the Banyan Drive area, 3) operate the subject
property under a long-term lease and 4) intrinsically redevelop and share this

historic area with kama’aina as well as others.

Initially, applicant anticipates 60% for transient accommodations and 40% to
be leased for long term rentals. The ultimate goal is to be 100% transient.

The restoration/renovation is three pronged. Phase 1 will encompass the first
two years of continued mixed use of existing short and long term rentals. This
period will allow for all permitting and due diligence. During Phase 2 or the
third year, the complex will be shut down completely so renovations can be
done within a 12-month timeframe. In Phase 3, the property will be
relaunched as a new product for Banyan Tree Drive.

The long-range goal for marketing the property is to establish it as a viable
alternative oceanfront location in Hilo. The initial go-to market is the loyal
kama’aina for the long term as well as transient rentals. Student housing and
the corporate markets will also be a target market due to its location and
proximity to businesses and the University. Once the destination is re-
established, marketing will broaden to international and mainland visitors.
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Repaif, Renovation and Operation Plan
TMK: (3) 2-1-005:020 (Parcel 20)
a. Site Plan
The Site Plan will be provided upon the award of a 65 year

lease on the subject property.

Applicant will renovate /upgrade existing structure as stated
in the Assessment Report. A final version will be provided
once the County of Hawaii is in agreement as to final
renovation, changes and upgrades.

b. Narrative Description

i. Our intent is to renovate TMK: (3) 2-1-005:020
(Parcel 20) as an apartment/hotel complex.

ii. Applicant is committed to do the renovation as
outlined in the Assessment Report, Exhibit A. Our
intent is to shut down completely during the
renovation.

iii.  For the DLNR’s repair, renovation and operation
objectives, refer to G70’s proposal, Exhibit B.

iv. The benefit to State of Hawaii and the Banyan Drive
community is paramount to the Applicant’s team.
Applicant has roots in Hilo and finds it a privilege to
restore this area with a complex benefitting both the
local community as well as tourists. Applicant intends
to renovate this historic area/building as a gathering
place and also one which is affordable for the locals as
well as tourists to enjoy.

c. Special Management Area

Refer to Exhibit B from G70

d. Proposed Design Standard

Refer to Exhibit B from G70
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Repair, Renovation and Operation Plan

TMK: (3) 2-1-005:020 (Parcel 20)

e. Phasing Plan

During renovation, the hotel will be shut down completely
and will take approximately 12 months.

f. Protection of Shoreline Areas and Coastal Waters

h.

i.

Refer to proposal by G70, Exhibit B

Ilustrations & Other Information

Refer to proposal by G70, Exhibit B

Community Benefits

Applicant has a proven track record with the local kama’aina
as demonstrated at the Pagoda Hotel in Honolulu.
Purchased in 2010, the Pagoda remains a household name
with a rich history of over 55 years. The hotel, the grounds,
the restaurant and ballrooms have a similar footprint in Hilo
and the intent is to mirror this successful operation here.
First and foremost, it will be affordable. And with the
renovation of the restaurant and meeting space, it will be a
gathering place for social events such as weddings, baby
luaus, birthday celebrations and other memorable events.
With the apartment component, local families and students
will be able to reside alongside the visitor.

No change from the SOQ.
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Economic Proposal

Annual Minimum Lease Rent

Applicant requests a lease term of (65} sixty-five years with
annual minimum lease rent as provided below. During the
first ten year period of the lease the property will be
renovated to bring it up to full operational capacity.
Therefore, the first ten year period has been divided up into
three phases, The first phase is the acquisition/design and
permitting phase. We anticipate this phase to last for two
years. The second phase is the renovation phase in which
the property will be closed with no occupancy to allow for the
most efficient and expedient renovation process. We
anticipate this phase to take one year. The final phase is the
operational phase in which the property will be put in service
as a hybrid transient and long term rental property. The
following details the proposed annual minimum lease rent
during the sixty-five year lease term:

Years 1-2: Annual minimum rent to be $54,000 ($4,500 per
month).

Year 3: Annual minimum rent to be $24,000 {($2,000 per
month).

Years 4-10: Annual minimum rent to be $96,000 ($8,000
per month) plus 5% of gross revenues over the annual break-
point of $1,920,000.

Years 11-20: Annual minimum rent in year 11-20 will be
based on 75% of the average cumulative rent paid over years
4-10 but not to be lower than $114,000 per year ($9,500 per
month) plus 5% of gross revenues over the annual break-
point.

Years 21-30: Annual minimum rent in year 21-30 will be
based on 75% of the average cumulative rent paid over years
11-20 but not to be lower than $150,000 per year ($12,500
per month} plus 5% of gross revenues over the annual break-
point.

Years 31-40: Annual minimum rent to be determined based
on fair market value.
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Years 41-50: Annual minimum rent to be determined based
on fair market value.

Years 51-65: Annual minimum rent to be determined based
on fair market value.

4.b - Lease Terms and Conditions

Applicant is requesting a lease term of (65) sixty-five years.

4.c - Lease Rent Waiver

Applicant is not requesting a lease rent waiver during any
portion of the lease term but is requesting a reduction of
lease rent during the renovation period.

4.d — Other- None requested

5. Business Plan

a. Repair, Renovation and Operation Schedule

There will be three (3) phases for the RRO.

Years 1-2 will continue with the existing operating under
The existing program during due diligence and permitting
Phase.

Year 3 property will be completely shut down for renovation

Year 4 Relaunch of the renovated new product

b. Land Use Entitlements and Approvals/Permits
Refer to G70 Exhibit B
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5c¢. Project Cost Estimates

Committed to meet or exceed standards provided in
Assessment Report.

Refer to Exhibit A and other enhancements relevant to
operation of the apartment/hotel cost estimates.

Financial Pro Forma

During the acquisition/design and permitting phase the
applicant will source approximately 2 million in funding
(1.5M via a loan and .5M via equity) to acquire the lease, pay
outstanding claims and to fund the design and permitting

‘functions. During this phase the property will be utilized

primarily as a long term rental for approximately two years.
Due to the current economic environment the demand for
transient accommodations is non-existent and we do not
anticipate any demand for this type of accommodations to
substantially increase in the next couple of years. Currently,
the property consists of 152 units. However, based on our
inspections we feel that with minimal repairs to some of the
units we can utilize 130 of the 152 units. The projection for
this phase (see Exhibit C) is based off a monthly rent of
approximately $750 per month per unit. With this limited
revenue stream for the first two years we propose to pay the
State of Hawaii the amount of $4,500 per month as a lease
payment. '

The second phase of the project will be the renovation of the
property to its final use as a hybrid transient and long term
rentals. During this phase the property will be closed and
there will be no occupants. We anticipate the renovation
phase to take one year. We estimate that the renovation of
the property will be approximately seven to nine million
dollars in order to address the issues identified in the
consultant’s report provided by the State of Hawaii. During
the renovation phase the applicant is proposing to pay
$2,000 per month as lease rent. To fund the renovation
phase we will be sourcing funds from either a local or
mainland lender.
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During the third phase of the project the property will be
operated as a hybrid transient and long term rental. The
mix of transient guests and long term rental is proposed in
order to maximize the revenue potential for the property.
Exhibit D provides a five year projection starting from year
four of the lease. The projections shows the breakout of
revenue generated from transient guests and long term
rentals along with the projected cash flow after all costs
(including lease rent), reserves and debt service.

At the moment the applicant does not anticipate subleasing
any portion of the property to a third party. If this were to
occur, any additional payment to the DLNR would be

based on the five (5) percent rent structure.

Market and Financial Feasibility Analvsis

Refer to Exhibit C and D

Financial Strategy and Preliminary Commitments

Lender has expressed an interest in financing the
renovation, upgrade and long term operation. Applicant is
looking at an acquisition loan as outlined in Section 5D.
Applicant is willing to personally guarantee acquisition
construction long term loan.

Due to weakening in the hotel market in Hilo due to the
Corona virus, applicant is willing to pledge additional
collateral of another property. This strategy has been used
before as a method to give Lender confidence in financing
distressed properties. The Lender is protected since they
have a second income-producing asset located in a different
market. Applicant has been very successful in purchasing
and upgrading distressed or unique properties using this
method.

See Exhibit E
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5g. Marketing and Leasing Plan

h.

Marketing the property to transients will be led by Lights On
Digital.

Refer to Exhibit F

The long-term renter centric marketing and leasing efforts
shall be executed by long term renter management company,
Savio Realty Ltd and Savio Asset Management LLC. Those
efforts will consist but not limited to advertisements tailored
to the property and advertising mediums employed such as
MLS, Zillow, Trulia, Hotpads, Craigslist, etc. Resultant
applications and leasing shall follow all legal requirements.

Method of Operation

Pagoda Hilo Bay LLC will lead the operation of an
apartment/hotel initially with the ultimate goal to be 100%
transient accommodations.



Exhibit A
Assessment Report
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Assessment Report

Statc qf Hawat i Department of 1 Land &Natura[ Resources, Land Division
Assess Banyan Drwe Properties

Prepared by Erskme Amhttects, 7ch -
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Part One INTRODUCTION

1.1 Background

The State of Hawat'i, Department of Land and Natural Resources (DLNR) owns several parcels of land
alang Banyan Drive in the city of Hilo's Waiakea Peninsula on the island of Hawai'i. The subject
properties include Reed's Bay Resort Hotel {TMK: (3) 2-1-005: 022), Country Club Condominium/Hatel
(TMK: (3) 2-1-005: 020 and 023), and Uncle Billy’s Hilo Bay Hotel (TMK: {3) 2-1-005: 009, 012, 033, 034,
035, and 045), hereinafter referred lo as Reed's Bay, Country Club, and Uncle Billy's or collectively as the
Properlies. They were originally leased by the DLNR to private .enﬁlies to operate and run hotel,
condominium, and long term rentals, wilh various supporting functions. The lease agresment between
the lessee’s and the State of Hawai'i for all three of the Properties expired on March 14, 2015. After
which, Country Club went to a month-to-month permit, while Uncle Billy's and Reed's Bay were both on a
one year hold over lease that expired on March 15, 2016. Uncle Billy's announced plans to close thsir
doars on February 1, 2016", On February 12, 2016, the Board of Land and Natural Resources (BLNR)
approved the transfer of Uncle Billy's land lease to Peter Savio, which will be managed by Castle Resorls
and Hotels. The hotel was renamed Pagoda Hilo Bay Hotel, however for the purpose of this Report it will
be referred 1o as Undcle Billy's?

At lhe lime this Report was being written, the DLNR owned and managed the Properties. During a public
meeting held on January 15, 2016, the DLNR and Counly of Hawai'i announced their proposal to form a
redevelopment agency, named Banyan Drive Hawai'i Redevelopment Agency {(BDHRA). The Agency's
goal is to adopt and implement a master urban redevelopment plan for the area. The agency wilt operate
under the County of Hawai'i Planning Department and will consist of five (5) members, appointed by the
mayor and approved by the County Council’. The Planning Department is to remain the lead agency until
BDHRA is organized and able io perform their duties, at which time they will be established as a separate
agency, This Reporl was geared toward the DLNR, however as a resull of this shift in managing the
Properlies, other entities will also be reading it.

! (Callis, Aloha, Uncle Billy's: lconic kamaaina business closing after 50 years) FIGURE 1 THE ISLAND OF HAWAI't AERIAL, SHOWING THE PROJECT LOCATION.

? (Segal)
A {Kanuha)

State of Hawali'i, Depariment of Land & Natural Resources, Land Division Page 2
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The DLNR commissioned this Report in part because the Properties have degraded and are now in
various states of disrepair with much needed improvements. Regular maintenance, repairs, and relrofils
that would normally occur were not done, or done in a haphazard or minintal fashion. The DLNR needed
additional information in order-lo assist with their future decision making when contemplating whethar or if
some other cause of action'should occur. The DLNR ultimately contracted with Erskine Architecls, Inc.
(EA1) to assess he three properties. EA! formed a team of consulting engineers to assist with the

assessment of the Properties. The consultant team is comprised of the V{ollowing companies:

» Environmental Services and Training Center, LLC - Envirenmental Engineer

o The Limtiaco Consulting Group, Inc. - Civil Engineer

« Iwamoto and Assaciates, LLC - Structural Engineer

« Engineering Pariners, Inc. - Mechanical and Electrical Engineer
Prior to wriling of this Report, the DLNR completed a “Remaining Useful Life Determination” (RUL) study
for the Properties, along with a “Banyan Drive Sea Level Rise Assessment Report™ and a “Banyan Drive
Task Force Meeting” power point presentation (hat included the reports noted above along with a lourism
market study and master lease feasibility analysis. Major highlights of these prior sludies are induded
under Section 2.4.

FIGURE 2 AERIAL LOCATING REED'S BAY, COUNTRY CLUB, AND UNCLE BILLY'S

State of Hawai'i, Department of Land & Natural Resources, Land Division
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1.2 Objectives

The information’gatherad and presented in this Report was nacessary in ordar to provide the DLNR with
additional information to assist with their decision making of the Properties’ fulure, There are several
abjectives to this Report:

= Assess each properly and identify areas needing minimum repair, or relrofit to address health,
safety, and wellare (HSYY) issues and/or to identify other improvement areas that need to be fixed
due to degradation.

+ Devslop evaluation crileria and Propertiss/Selection Matrices to assisl in the review analysis of
each property.

« Provide a primary and alternative recommendation for each property.

1.3 Methodology

The project included the following phases of work:
« Phase 1: Perform due diligence and visual surveys of each properly.
= Phase 2: Building code, life safety, accessibility (by DLNR), and land use review.
« Phase 3: Develop an Existing Conditions and Oginion of Probable Costs (OPC) spreadsheet,
« Phase 4: Compile the Assessment Report.

Phase 1 began with the extensive process of attempting to track down prior design drawings, facility
drawings..andlor record drawings and olher design ‘tnform;\ﬁon for sach <_Jf the Properties, This required
contacting the DLNR, the DLNR lessees, the Counly of Hawai', original owners, and other entities that
may have previously done work on the Properties. With lhe exception of Courilry Club, the avaltabllity of
existing drawings was ver); limited. This resulted in EAl personnel visiting the Properties 1o develop
rough diagrams of the site plan and floor plans of each floor tevel of each propery. The existing Country
Club drawings were also site verified. The hand drawn diagrams and existing Country Club drawings
were then transferred into electronic format (AutoCAD). The diagrams were used as a point of reference
by EAl and its consultant team to perform their visual surveys, as well as code research, With diagrams
in hand, EAl and ifs consullant team visited the three properties and conducted visual surveys, Research
of the site utifities, vehicular access, driveway, parking infrastructurs, fire truck access, fire lane, and fire
hydrant [ocations also occurred. The Environmental Engineer coenducted the limited hazardous materials
survey of the Properties, The Environmental Engineers collected four hundred and nir{ely-lwo (492)

Page 3
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samples of suspected asbest ining ials (ACM}, forly-one (41} paint chip samples, and three
(3) samples of suspected arsenic lreated materials, The suspected ACM and paint chip samples were
sent ta EMC Labs, Inc. to be analyzed, while the suspected arsenic samples were sent to NVL
Laboratories, Inc. Their findings were issued in the Limiled Hazardous Materials Survey Repori,
identifying the presence of ACM and lead painl. A summary of the hazardous materials findings will be
discussed later in this Report.

Phase 2 included (he review of sever.a| regulatory codes. The DLNR performed the review of the
Americans with Disabilities Act (ADA). The 2006 International Building Code (IBC) and the County of
Hawai'i Land Use Ordinance {LUQ) were also raviewed. The initial code findings were presented to the
County of Hawai'i Planning Department during an informal mesting held on January 6, 2016. The
purpose of the meeling was to inform the County of Hawai'i of the DLNR's assessment project and lo
share the initial IBC and LUO review summartes with the County of Hawai'i. '

Phase 3 involved organizing the visual survey findings. EA! developed an Exisling Conditions
spreadsheet for each consultant lo use in recording their findings. Due to the immense amount of
information gathered, the goal of the Existing Conditions spreadsheet was to create a simplified system
that was uniform for all disciplines. An Exisling Conditions spreadsheet was developed for each Property.
The spreadsheets were used to document the problem areas, the locations, and a proposed solution for
each problem area. The consultants and the DLNR ADA Caordinator provided their populated
spreadsheets, carresponding photos and diagrams to EAl. EAl then coordinated and compiled the
information into a series of spreadsheets. Additional information on the organization of the spreadsheets
is found in Section 2,1,

Phase 4 consisted primarily of the organization of the gathered information into this Report. In an effort to
identity potential ‘oulcomes based upon an objective format, a grading criterion and scoring matrices were
developed. The DLNR hired a public outreach firm, Munekiyo Hiraga, to lead a public outreach sffort. A
public informational meeting was on January 15, 2016 in Hilo.

State of Hawai'i, Department of Land & Natural Resources, Land Division % Page 4
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Part Two PROPERTY ASSESSMENT

21 Assessment Qverview

Visual surveys of each property were performed by EAl and its consultant team. The visual surveys
consisted of non-destructive visual observations of exposed building elemants al the interior and exlerior
that was readily accessible and permitted by the DLNR and/or the lessee. Hidden or concealed

conditions such as those covared by floor, roof, ceiling, or wall panels and coverings, inaccessible areas, -

and non-common areas were not reviewed, The visual surveys tock place from floor level locations. The
lgvel of assessment and visual observations padu}mad was not meant to be an exhaustive check ar
inspection of the various facilities, With the exception of the limited hazardous materials survey, physical
testing of any portions of the building, ufilities, power, or other areas of the sile did nol occur. Instead, the
visuai surveys were focused primarily on the common areas, with 2 closer look at areas containing
significant or readily observable damage and/or obvious non-compiiance with current building, life safaty,
and accessibility codes (collectively referred to as areas of distress). The survey did not reflect complete
review or analysis wilh ali codes, nor cosmetic repairs. The areas of distress identified from the visual
survey were recorded and then entered into an Existing Condition spreadsheet, one for each property.

Each existing condition was then assigned a findings number:

il dyedsy v Loy

RB.1A-01
There are four components that make up the findings nurmber. The first two letlers identify the property:
RB - Reed's Bay; CC - Country Club; UB - Uncle Billy's. The third digit represents the floor level, which
may be a number (0-6) or "R" for roof. Basement levels are Jabeled as "0". The fourth digit is the
discipline designator (the primary type of work lhat is required to address lhe exisling condition): C - Civil;
A - Architect; D - ADA Coordinator; S - Structural; M - Mechanical; E - Electrical. The final two digits

State of Hawail', Depariment of Land & Natural Resources, Land Division
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identlify the findings number of the existing condition. The findings number begins with "01" and is reset
at each floor level.

The findings number is lhe first column listed in the Existing Conditions spreadsheets, see example
below, It is followed by the date of finding, floor level of the finding, location of the finding, finding's
description, finding's proposed solution, and disciplines impacted by the finding (i.e. architectural, civil,
structural, plumbing, mechanical, and electrical). The last column is the OPC, which is an estimated cost
figure that is needed to address the findings. The estimated cost figures provided under the OPC column
is an educated guess only. No actual material take offs or formal cost estimating application was
performed. However, casts needed to be tallied in order to develop a rough financial picture. The OPC
sum is listed at the bottom of the Existing Conditions spreadshest for each property. The rows of the

deh

Existing Conditions sp ts are organized by discipline, and further arranged by: Site -» Basement

-» First Floor 2 Second Floor < ... & Roof. An Existing Conditions spreadsheet was developed for
each property.

Property Name: Reed’s Bay Resort Hotel EXISTING CONDITIONS
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FIGURE 3 EXISTING CONDITIONS SPREADSHEET EXAMPLE
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2.2 Site Surroundings & Future Projects

Banyan Drive is conveniently located approiimalaly two (2) miles from the Hilo Intemational Airport
(General Lyman Field). Ils name is derived from the banyan trees scattered throughout Hilo's Waiakea
Peninsula. A litlle known fact is that from 1933 to 1972, approximately S0 banyan trees were planted by
celebrity visitors, making it Hilo’s "Walk of Fame", Such celebrities include Babe Ruth, President
Roosevell, and Amelia Earhart’,

Hotels and condominiums line the ocean side of Banyan Drive, while the Banyan Golf Course anchors
the peninsula at the center. On the wesl side of Banyan Drive is the Queen Liliuckalani Gardens, a 30-
acre Japanese garden surrounding the Waihonu Pond. Just offshore from lhe garden is Moku Ola
(Coconut Island), accessible by a footpath. Further west, the Wailoa River cuts through the land and
emgpties into Hilo Bay, Located 1o the eastis Reeds Bay.

There are two noteworthy projects occurring in the surrounding areas: renovation of Hilo Naniloa Hotel
and creation of the Hilo Bayfront Trails. In July 2015, Banyan Drive's Hilo Naniloa Hotel began its $18.5
million renovation project. The renovation at the 388-room hotel is expected to be completed in June
2016. Fallowing the completion of the renovations, the hotel! will become part of the DoubleTree
franchise’.

The Hilo Bayfront Trails is a County of Hawai'i project that exlends approximately three (3) miles along
the Hito Bay front coastine from Wailuku River to Hile Harbor. The project includes a system of palhways
for walking, biking, and other non-vehicular modes of travel. Its goals include enhancing the area's
natusal beauly, increase access for residents and visitors, highlight the site's cultural significance, and
protect (he fragile coastline and waterways surrounding the Hilo Bayfmnt‘.

* (Banyan Drive's Trees)
8 (Callis, Naniloa's Mauna L.oa Tower Renovation Underway)
¢ (Helber Hastert & Fee)

State of Hawai'i, Department of Land & Natural Resources, Land Division
ASSESS BANYAN DRIVE PROPERTIES
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2.3 Listing of Regulatory Agencies

Future construction projects will require review and approval by government agencies and public ulitity
companies. All building permit applications are routed through the County of Hawai'i Department of
Public Works (DPW) Building Division. Because the Properties are owned by the State of Hawai'l, the
DLNR is also required to review all designs prior to the building permit application or commencement of
construction. The following is provided as background information for the Properties.

231 Federal Emergency Management Agency {FEMA)

According to FEMA, the Flood Insurance Rate Map (FIRM) indicates that the Properties are localed in
Flood Zone VE. Zone VE is defined as a coastal flood zone with velocity hazard {wave action), which is
also known as tsunami inundation areas as stated in the Hawai'i Counly Code (HCC) Chapter 27
Floodplain Management {Section 27-23). The Base Flood Elevation (BFE) is 13 feet above sea level,
Additional information is provided later in the Report.

FIGURE 4 BASE FLOOD ELEVATIONS®

7 (Stale of Hawai')
® (State of Hawai'i)

Page 6
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2.3.2 Tsunami Evacuation Zone T
Zoe

The tsunami evacuation line is an arbitrary line identified by Ihe Civil Defense to assist the Police

Department with securing the safety of cilizens in the event of a isunami. The subject properties are

{acated inside this zone.

WAIRKEA PENINTULA —

FIGURE 5 WAIAKEA PENINSULAR LOCATED INSIDE THE TSUNAMI EVACUATION Zone'

? (National Oceanic and Atmaspheric Administeation)

Stale of Hawai'i, Department of Land & Natural Resources, Land Division Page 7
ASSESS BANYAN DRIVE PROPERTIES
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2.3.3 State of Hawai‘i Land Use District ey

The Properties are located in an area classified as Urban District by the State of Hawai'i land use code.

Per the Land Use Commission (LUC), Urban Districts are comprised of lands "characterized by ‘city-like' State Land Use District

concentralions of pecple, structures, and services” and include areas for future devetopmen\m. Lot sizes URBAN

and uses are determined by county ordinance.

FIGURE 6 STATE OF Hawal't LANO UsE DISTRICT BﬂUNDAKlES"

' {State of Hawai'i Land Use Commission) "' (State of Hawai'i Land Use Cemmission)

State of Hawai'i, Department of Land & Natural Resources, Land Division Page 8
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234 County of Hawai'l Zoning

PO i

Per the County of Hawai'i zoning map, the Properties are located within the V-.75 Resort Hotel District.
This refers lo areas that accommadate visitors, tourists, and transient guests. Permitted uses in this

NS

;’;?fff}g County Zoning
district include multi-family dwellings and hotels. The 0.75 digit following the *V" refers to the maximum 5 V-

square feet of each rentable unit; in this case, 750 square feel

FIGURE 7 COUNTY OF HAWAI'l ZONING BOUNDARIES

'2 (County of Hawal'i)

State of Hawai'l, Department of Land & Nalural Resources, Land Division ' . Page 9
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235 Special Management Area and Special District Sipern
The SMA system was established in 1975 with the Act 176 revision to the Coast Zone Management [\
(CZM) law. Known as the Shoreline Protection Act, the purpose of this Act is to preserve, protect, and Shoreline
restore lhe resources found in the coastal zone of Hawai'i. A special permit is required when land falls Management Area
within the SMA boundaries determined by the CZM Program. This pemmit regulates zoning and
development plans to ensure compliance with CZM objectives and SMA guidelines ™.
The Propetties are |located within the SMA.
Y. Rewids
Bay
L Mgy
ant
2
i
i
i
byl
1
FIGURE 8 SPECIAL MANAGEMENT AREA™
3 (Stale of Hawai'i) M (State of Hawai'i)
State of Hawai'i, Department of Land & Natural Resources, Land Division Page 10
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2.3.6 Kuleana Lands

The Great Mahele of 1850 converled the Hawaiian Lands that had traditionally been held in trust to an
owned commodily. People were given the opportunity to acquire the land on which they lived and/or
cullivated crops, The process required claimants to provide proof of residency or active use, Land
granled to the common people was known as Kuleana Lands and were assigned a Land Commission
Award (LCA) number. Based on review of the TMKs, there are no designated LCA parcels associated
with the Properties.

237 Accessibility Requirements

The Properties are owned under Stale of Hawai'i and are required to meet accessibility standards
conforming with the 2010 ADA Standards for Accessible Design, assembled by the United States
Department of Justice. The 2010 ADA Standards for Accessible Design are the result of the ADA and
became lhe guidelines for utilizing accessible design in the United States as of March 15, 2012, replacing
the Americans with Disabilities Act and Architectural Barriers Acl Accessibility Guidelines (ADA-ABAAG).

24 Other Studies

241 Remaining Useful Life Determination

in April 2014, SSFM International, Inc. completed Remaining Useful Life Determination reports for Reed's
Bay, Country Club, and Uncle Billy's. The goal was to assist in the decision making of the future of the
Properties. SSFM Ir tional, Inc. studied the building facilities and physical plant of the Properties
through mestings, interviews, and on-site inspections. Based on the information gathered and assuming

continuation of the current usage, SSFM Inlernational, Inc. determined the RUL:

« Reed’s Bay: 1215 years.
« Country Club: 5~8 years.
=  Uncle Billy's: 5~10 years."”

"% (SSFM International)

State of Hawai'l, Department of Land & Natural Resources, Land Division
ASSESS BANYAN DRIVE PROPERTIES
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24.2 Sea Level Rise Assessment

Munekiyo and Hiraga, Inc. assessed the impact Sea Level Rise {SLR) will have on seven (7) properties
located along Banyan Drive. For the lhree properties included in this Report, Munekiyo and Hiraga, Inc.
concluded the impacts of 2100's 3-feet SLR:

* Reed'’s Bay: Existing building closest to the ocean may be at risk of inundation, The landward
encroachment of sea level is estimated to be 82-feet.

« Country Club: No inundation beyond of property lines. The landward encroachment of sea level
is estimated to be 0-feet. )

* Uncle Billy's: Substantial [oss is not predicted. The landward encroachment of sea level is
estimated to be 20-feet.'"®

243 Banyan Drive Task Force Meeting

Munekiyo and Himga; Inc. presented at the Banyan Drive Task Force meeting on May 2, 2014, The
presentation included information from a Tourism Market Study which analyzed stalistics on the current
hotels in Hilo, and compared visitor characteristics, hotels, and activities throughout the Hawaiian Islands.
The study also looked at Hilo's hotel demand and why the visitor numbers are low compared lo the rest of
the state, and what could possibly be done to increase the number of visitors lo Hilo. The presentation

also i da y of SSFM Int: tional Inc.’'s RUL reports. Munekiyo and Hiraga, Inc, discussed

the Master Lease Feasibllity Analysis, assessing managing all three properties under a single master
lease, They recammended against the master lease because of the limited economies of scale that
resuits in he undesirable risk for all parties involved, Munekiyo and Hiraga, Inc, suggested consolidating
Uncle Billy's three (3) leases. They stated not anly will this simplify the lease management, but by
consolidating Uncle Billy's TMKSs, it will be more appealing for future redevelopment and reuse of the
property. They also recommended allowing the organization of a lessees’ association. The last part of

the p ion was a st ization of the Sea Level Rise A Pr y Findi

gs.

' (Munekiyo and Hiraga, Inc.)

Page 11
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26 Cbuntry Ciub Condominium/Hotel

/Y

G

S

State of Hawai'i, Depariment of Land & Nalural Resources, Land Bivision Page 41
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2.6.1 County of Hawai‘i Land Use Code Review

Project Site Information
Owner
Property Addrass

TMKs
(Total} Lot Area

Land Use Information

Zoning

Existing Number.of
Rentable Units
Minfmum Building
Area

4 Minimum Site -
Average Width
Front Yard Setoack
Rear Yard Setback 20FF

8 FT for one story, pls dmnal 2FT per
Side Yard Settxck B
ll additional story

Minimum 20 percent total land area, excluding

15,000 SF

QOFT

Landscaping

parking areas
Height Limit 120 FT
Flood Zone

State of Hawai'i, Department of Land & Nalural Resources, Land Division
ASSESS BANYAN DRIVE PROPERTIES

State of Hawai
121 Banyan Drive
Hilo, Hi 96720

(3) 2-1-005:020, 023
52,203 SF /1.2 acre

*¥-,75, or 750 SF max per

rentable unit
152 rental units

Approx avg 336 SF per unit

Camplies

20FT

" Coastiine

18FT

T80

Exst Halght apbmx. 72 €T
based on 12-0" per story;
axcludes efev/mech 7
penthouse

Zone "VE" Constal High
Hazard

Base Flood Elevation

S.;‘o-éi.a.l ‘Mln:.gomom
Area

Historic Roglttlr

Sp-clal District
Stat Land Uss

" {Existing} Use

25.-4-51 Required

Number of Parking
Spaces

Minlmum Required ’
Accessible Spaces

25.4-56 Off-Straet

" Loading

Reguirements

Indicates the required elevation of lowest
inhabited floor level per HRS 27-23

) (1bj Hotels and lodges: A) for hotet guest units

without a kitchen, one for every three units

(10} Holols and lodges: B) for holel guest units
with kitchen, one and one quarter for each unit
(‘M) Meeting facilties.... one for sach ﬁvénty-

_ five square feet of groés floor area
. (3) Commercial uses, including retall and office

uses in... V... districts: one for each three

" hundred square feef of gross floor area

TOTAL REQUIRED PARKING STALLS

_TOTAL STALLS PROVIDED (EXST}
' Accessible Stalls Required o

{Req'd. to be van accessible)

Accessible Stalis Provided

Loading épaées Required
Accessible Loading Zane

- Loading Spaces Provided

1] = Non-conformity with LUO

13 FT above sea level

- SMA Permit Required

TBD

TBD

Uc:bﬁn

Hotel, meeting facilities,
restaurant {permitted use)

" na

* 152 units (1.25) = 180
) parking stalls required
5113SF/75=68

parking stalls required

8,343 SF /300=28
 parking stalls required

" 288

Page 42
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2,6.2 2006 International Building Code Review

Locanion GCornistruction Typel Ot e G Allowable Btiilding
oci
Sprinkfered 2 Area (SF} Par Story
’ T B 23,000 SF

Romarks

Existing Building Buildin Allowable Building | Existing Building Number of Rentat
1
Area (SF) Per Story 4 Helght Halght Units

1: Lobby, -~ 6,224 SF Building may qualify for frontage increase;
. o ' Hotel 4 Slories : 6 Stories 152 :: this would increase allowable flo but
Restaurant, A2 9,500 SF 2119 SF i 2 : uld § 3@ allowal " 0f &rea bu!
Covered ) not alowable height
;sm::g. s 26,000 SF 6,842 SF " Mlx?d oceupancy b::ldmg - unll: Jauo
eoting - ! E 2 reqL Is a| llowable ht/area
. s ; Lobhy 4 Storles 1 Story NIA « PUICIRTRIS RO I
Room, ; 2, non-translent: Occupancy for more
1B, NS A3 9,500 SF 2,595 SF )
Storage . d p than 30 days
2 © 14,382 SF © Note that Hawai' Stata Tax transient
3 - 14,339 SF ; Assembly ) 2 Stories 1 Story ‘ NIA " accommodation tax applies for leases of
4 R-2 16,000 SF 14,300 SF : 180 days or less
s .14'500 l | S ;IP rid .4 él rl N A 1 St _— ” NA‘V ) “ - |
. B orage/Parking orles ory I
& 14300 5F - . . )
S Corridlor Fira | Required Number s m
3 Tabla 100441 | ApproximataFloor |  Fioor Arcat e % of Total Floor et
Floor Location Qccupancy Group Occupant Laad Reslstance Rating of Exits (Tables Required
Functien Area QOccupancy Area
{Table 1017.1) 1015.1. 1019.1} Accessible Unfts
B - Office, Smad 3 3 ' )
Lobby, Supporl, - Business Areas | 6,224 SF ) 100 . 62
Mauka Wing Kitchen
Assemnbly -
A-2 Restaurant 2,119 SF 15 141
Unconcentrated
1 Parking Garages 152 Total Units = 8
S-2 Low Hazard - GCECLEReCTT AT : ;
{ : 6,842 SF 200 34 : Accessibla Units
yon Starage limit), Storage . Minimum
sl Bl Areas. Laundry
. Assambly ~ '
A-3 Community Hall . 2,595 SF 15 173 NS-1HR
Unconcentrated
) R2Hotel, - 14382SF - 200 72 NS - Not Pormittoci
Mauka/Makai Wings Residential . .

Nonlransient ©4839SF 200 72 NS Rot Permitted J§

State of Hawai'i, Department of Land & Natural Resources, Land Division
ASSESS BANYAN DRIVE PROPERTIES
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4 , = 14,300 SF 200 ; 72 § NS - Not Permitted
E wose |
6 14,200 SF 200 r?2NE NS - ot Permittedt

{A] = Non-conformity with IBC

State of Hawai'i, Department of Land & Natural Resources, Land Division Page 44
ASSESS BANYAN DRIVE PROPERTIES
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SIDE YARD SETBACK: N
8-0° FOR ONE STORY,
PLUS ADDITIONAL
2.0° PERADDITIONAL
smmr—\
P
N HEIGHT LIMIT;

120-0"

400 Esnmm) \
?Re\uuismmx
N

L) F’ACIF[C OCEAN

E)GQ %G BLXLDINGQUTSIDE BUILD!NG.SETBACKS §

FIGURE 11 BUILDING ENVELOPE STUDY

State of Hawalt, Depariment of Land & Natural Resources, Land Division Page 45
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263 Limited Hazardous Materials Survey

The Limited Hazardous Malterials Survey Report tested two hundred and four (204) suspected ACM
samples, of which ten {10) tested positive for ACM's. Non-friable Category | ACM's were found In the

foltowing locations:

« Elevator shaft roof - Black sealant around metal handles

+ Floors 1~6 and Halau Room - Drywall Wall

« Floors 2, 4-6 Makai Wing and corridor - Yellow carpet mastic on leveling compound
« Makai Wing stairwell - Window caulking around large glass window

¢ Floors 2~3, 5 Makai Wing, Halau Room - Window caulking

Friable ACM's were found in the following locations:

» Hatau Room - Spray-on ceiling material
= Parking Garage Ceiling - 4™ and 6" wrapped insulation (T-Joint), spray-on celling malerial

All friable ACM and any non-friable ACM that could be crumbled and pulverized during
rer ion/demolition is required 1o be removed and disposed of by a qualified asbestos abatement

contractor,
Of the thirteen (13} paint chip samples, one (1) in poor condition was LBP. The LBP was found in the
elevator shaft roof metal handrails. Five () paint chip samples were classified as LCP. The LCP was

found in the following locations:

« Main Roof - Metal soffit vents and metal exhaust vent platform
« Corridors - Wood ceiling, concrete ceiling, and metal door/door frame &
« Garage and Laundry Area - Metal fire hose caselfire alarm bell/pipe

« Exterior - Concrete beams and metal pines

LBP and loose and flaking LCP that may be disturbed during renovatior/demolition should be removed
and disposed of in accordance with applicable local, state, and federal regulations.

The two (2) suspected arsenic traated malerial samplas taken do not contain detectable levels of

arsenic®.

# (EnviroServices & Training Center)

State of Hawai'i, Department of Land & Natural Resaurces, Land Division )
ASSESS BANYAN DRIVE PROPERTIES
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2.6.4 Existing Property Overview

Country Club is the tallest structure of the Properties, standing at six-stories, Built in 19697, itis
comprised of a single structure that totals approximately 89,401 square feet. For the purpose of this
Report, the slructure was divided into lwo wings: Mauka Wing and Makai Wing, The first floor Mauka
Wing is comprised of the office, restaurant (closed), and storage. While the first floor Makai Wing houses
the meeling room, storage, and covered parking. The manager's upit is located on the second floor with
a connecling staircase to the first fioor office. Units are located on the second through sixth floors, which

total approximately one hundred and fifty-two (152) units.

PACIFIC
QCEAN

BANYAN DRIVE

A )
i
O

PROPERTY 2\/ P
LINE <

FIGURE 12 DIAGRAM OF COUNTRY CLUB PROPERTY

265 Existing Water System

The property is served by an existing 12-inch ductile iron water main owned by the DWS, The 12-inch
waler main is located in the Banyan Drive right-of-way. Thers is an existing fire hydrant on the street side

of the property.

Two water meler accounts are associated with this property. At the time of this Report the purpose of
each account was unknown. The following information was obtained from the DWS in September of

2 (SSFM International, [nc.)
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2015, The DWS noted that the accuracy of the information is pending field crew verification of the Based on the information obtained, it appears that Country Club has approximately 103 additional units of
meters. ' water {41,200 gal/day) available. Ilis reasonable to assume that this propery could increase its water
) usage. However, the DWS will need to approve any proposed improvements because allowable units of

e Club Condorminlum/Hotel Potakie Water Inf " water are subject to change. The DWS Water System Standards dated 2002 also states, in Table 100-
ntry Club Condominlum/Hotel Potakle Water Information
el 18, that the average daily demand for a zoning designation of “Resort” is subject to special review and

DWS Account No. ' 260-95500 control by the Manager.
MotorNo. 32694541
Meter Size 1-4f2-inch 2.6.6 Existing Sewer System
Source R 1 Fiihanua 3 W { It ted fi thi rty fl ink isting 15-inch County of H; i

rce Reservolr = astewater generated from lows into an exis - i in,

) ) (overiow/spiltway efev. = 300) g e property i ng 15-inch County of Hawai'i sewer main,
. 3 ‘. . along Banyan Drive. An existing sewer manhole (SMH# 5759) is [ocated in the northwesterm driveway

Existing Average Daky Usage (2013 - Present} 18.8 galiday

just outside the parcel in the public right-of-way. The County of Hawai'i indicated that no recent sewer
Exisli'r;g Units of wa(;y Used* B V 1 units 7 studies are available to confirm the existing flows, however, at the time of its construction in the 1960s,
g _ # : . : s e this partion of the sewer system was intended to accommodate a design flow of 1,16 MGD (805 GPM).
Allawabie Units of Water* 25 units (10,000 gal/day) Based on preliminary discussions with the County of Hawai'i Department of Environmenlal Management,
Avaliable uﬁu: of Water* ‘ : 24 unlts (9'59'0 g:llﬁny) o increases lo the properly occupancy or to the amount of wastewater generated will require a Sewer Study

= e g v to assess the existing sewer system capacity.
*1 equivalent water unit = 400 gel/day

Country Club Contdominlum/Hotel Potable Water Information Wastewater from the property travels along Banyan Drive towards an existing sewage pump station

DWS Account No. 260-85520 {Banyan Pump Station) located fo ihe norihr of the intersection of Banyan Drive and Banyan Way.

ve e . - Wastewater Is then pumped through a 10-inch force main into another portion of the County of Hawai'i
Meter No. 4577439

) sewer system and ultimately treated at the Hilo Wastewater Treatment Plant.
Meter Size i 3-inch : :
s ' P— ’ ' ' ' Piihanua 3 _
ce Re r i i
ur 5ervo . ‘ {overflonspiliway lev. = 300) 2.6.7 Existing Drainage System
Existing Aver-age Daily Usage (2013 — p,e,e@ 15,068 galiday The properly is generally sloped towards the ocean and slormwalter runoff drains by sheet flowing
3 - g o ek @ i 7 s towards the back of the property into Reed's Bay.
Existing Units of Water Used* 38 units
Allowable Units of Water™ 141 units (56,400 gal/day) The County Club parcel is within lhe special flood hazard area and designated as Zane VE. Zone VE is
defined in Chapter 27, Floodplain Management, of the HCC as coastal high hazard and commonly known

Avallable Units of Water" 103 units (41,200 galday) . " ] + :

. o i ¢ as the tsunami inundation zone, As described in this chapter *Zone VE is the special flood hazard area
*1 equivalant wator unit = 400 gal/day that corresponds to the one-hundred-year coastal floodplains extending from offshore to the infand limit of
a primary frontal dune along an open coast and any other area subject to high velocity wave aclion from

slorms or seismic sources. Itis an area subject to high velocity waters, including coastal and lidat

State of Hawai'i, Department of Land & Natural Resources, Land Division Page 51
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inundation or tsunamis. Whole-foot base flood efevations derived from the detailed hydraulic analyses
have been determined at selecled intervals within this zone." Any proposed wark shall be subject to full

compliance of Chapter 27 of the HCC.

Chapter 27 of the HCC also addsesses nonconforming struclures in Section 27-13 and states “any

nonconf g e existing on May 5, 1982 or made nonconforming by a change in the special flood
hazard area may continue, subject to the foltowing conditions:

a) Any repair, reconslruction, improvement, or addition to a noncenforming structure, if it is
considered to be substantial improvement, shall comply with the applicable standards of this
chapter.

b

All relocated structures shall.comply with the applicabte standards of this chapler.
c) Substantial improvement of a damaged, destroyed, or demolished structure®,

Where “substantial improvement” is defined in HCC Section 27-12 as “any repair, reconstruction,
rehabilitation, addition, or other proposed new development of a structure, the cost of which equals or
exceeds fiflly percent of the market value of the structure before the “start of construction” of the
improvement which shall be the sum of ali costs of all such work performed in the previou:% three years
inctuding lhe cost of the cusrent work being considered™” HCC Seclion 27-12 also states that substantial
improvement does not include “any project for improvement to a structure to correct existing violations of
state or local health, sanitary, or safety cade specifications which have been Identified by the local code

enforcement official and which are the minimum necessary to assure safe living conditions?.”

Property tax records of the parcel indicate that the siructure was built prior to May 5, 1982,

The DLNR OCCL is currently evaluating the effects of climate change through 2050, This effort is
designed to fulfill the requi ts of the Hawai'i Climate Adaption Initiative Act of 2014 (Act 83; House

Bill 1714). OCCL's initial focus is to study the effects of sea level rise on the islands, including sea level
rise vulnerability and adaptéﬁon. In 2014, OCCL executed a Memorandum of Agreement to formalize a
relationship between the SOEST. Under this agreement, SOEST will help fulfill OCCL's mission to
protect and conserve beaches, dunes, and coastal communities' from the deleterious effects of coastat
erosion and sea level rise. SOEST effort is on-going and will nat be completed before finalization of this
“Assess Banyan Drive Properties” project.

2 (County of Hawai')
% (County of Hawai'i)
2 (Caunty of Hawai'i)
7 (County of Hawai')
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In addition to any flood and tsunami considerations, proposed improvements to Banyan Drive Properlies
should be evaluated against developing sea level rise impacts and recommendations.

2.6.8 Existing Mechanical System

The current air conditioning sysiem at Country Club appears to be a chilled water system consisting of an
air cooled chiller and pump located on the roof, and chilled water piping distribution routed throughout the
building to fan coils located in each room. For the purposes of this assessment, a room by room
evaluation of the system was not performed, nor was any specific testing or performance evaluation on
the system performed. Instead the assessment served to visually identify the general condition of
accessible equipment on the roof and at common areas. In general, the components surveyed appeared
to be in fair to poor condition with signs of corrosion, likely due to age and/or proximity to the ocean.
Further evaluation would be necessary to determine the exact condition of the chilled water piping and
fan coil units in each space.

2,69 Existing Electrical System

For the purposes of this assessment, a room by room evaluation of the eleclrical system was not
performed, nor was any specific testing or performance evaluation on the system performed. Instead the
assessment served lo visually identify the general condilion of accessible electrical equipment at comman

areas,

Equipment in the hall and public areas of Country Club seems 1o be in fair condition bul is in need of
some maintenance. On the exlerior there are several pieces of equipment that appear to be abandoned
and unserviceable. This equipment should be removed. Conduits and some equipment on the roof are
completely rusted through and present a safely hazard. Also, some equipmenl on the roof is near the
edge with no guardrail around for protection, his is an extreme safely concern.

2.6.10 Existing Structures

Makai and Mauka Wings

The structural gravity syslem of the Makai Wing building is a cast-in-place concrete roof and floor slab
system, supported by cancrete and masonry bearing walls, and concrete columns and a concrele slab-
on-grade. The stairway for the Makai Wing building is composed of cas!-in-place concrete construction
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wilh concrete bearing walls, The slairway for the Mauka Wing building is composed of structural steel 2.6.11 Existing Parking Conditions
framing. Both buildings appear to be separaled by an expansion joint between the two struclures, The

isti i for th i d d in building wil s
structural lateral syslem of the both buildings appears to be a conerete shear wall system, The exisling parking lot for the praperty is localed around the main building with sixty-five (65) marked

stalls, including two (2) ADA marked slalls. Based on observations during a site visit on June 17, 2015,
lhe existing pavement exhibited potholes and moderate (e minor ponding mulliple areas, The worn

Mechanical Room Building asphallic pavement also contained cracks in mulliple areas. At the back east comer of the property
The structural gravity system of he mechanical reom building is a concrete roof and floor slab system, towards the ocean, the asphall pavement ends without any curbing. Erosion is evident in this area of the
supparted by concrete bearing walls. The structural lateraf system of the building appears to be a pavement. A chain link fence along the back of the parking area is corroded and worn,

concrete shear wall system.

State of Hawai'i, Depariment of Land & Natural Resources, Land Division Page 53
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Property Name: Country Club Condominium/Hotel

Finding No Date of Finding

Lacation

Description

Solution

Gy

EXISTING CONDITIONS

Ris¢iphne

i3 Ule §

reg

MEH

({114

Opinion of
Probable Cost

lune17, 2005 . Exterior- West driveway and parking. p t, minor to mod pording, AC - {Complete AC pavement reconstruction (approximately - | $375,000.00
- area; Northeast driveway and cracks, potholes, - : 11,800 57), new pavement murldngs, (!placg speed =
parking area; Soyutheast driveway 5 . - bumps.
) and parking area . 85
CC.1C-02 June 17, 2015 1 Exterior - Narth end of property, near [Chain link fence on east side of pool is in poor condition, |Replace fence with 80-ft of aluminum chain link fence, ® Included
shoreline missing curb at grade, erosion prablem. repair erasion area by AC pavement, install 80-ft of elsewhere
L concrete curb at grade,
kAo “lune 17,2015 . [Typical [Typical |Paint In poar condition, ‘[Paint bulding compl - e $750,000.00
CC.A-02 June 17, 2015 Typical Typical Carpet in poor candition. Replace carpet lhraughout in common areas. ° $150,000.00
[CC.A-03 - Pune7,2015  [Typical Typical No wayfinding signage. __|Provide wayfinding slgnage. e $30,000.00
CC.A-04 June 17, 2015 Typical Typical Popcorn ceiling in Mauka Wing - Lobby Recepuon and |Remove popcorn ceiling and refinish ceilings. ° $75,000,00
Makal Wing - Emergency Stair secondary corridor.
ICC.A05 - Hune 17,2015 {Typlecal . {Typlcal - Corridors No fire sprinklers. **_. |Provide fire sprinkiers in-corridors to be code compliant.| ® LR LR 5225,000,00, -
CC.A-06 June 17, 2015 Typlcal Makai Wing - Stair Water stalns running down wall. I source of leak. hd N/A
CC.A-07 june 17,2015 [Typical _{Makai Wing - Corridor Corridor cailing measured at 7-feet, Raise ceiling helght to a minimum celfing height . . $500,000.00
: i : b - ; i {required Js. 76" 2 .
CC.A-08 Iune 17, 2015 Typical Makai Wing - Corrldor No egress lighting In corridor. . Provide egress IlghUng in corndors ® ($36,000.00
CCA-08 lune17,2015.  [Typicaf Makal Wing - Corridor Corridor paraliel to the ocean has windaws at both Provide guardrails at windows. LI $5,000.00
] = ; - ends. The windows are low and do not have guardealls, | . ’ Eonae : 73
CC.A-10 June 17, 2015 Typical Makai Wing - Corridor Moisture damage in carpet/wall through Green igate source and repair. L] * N/A
carpet spats throughout.
[CC.A-11 - June 17,2015 . |Typical Makai Wing - Corridor Suspended ceiling panels damned/brukcn, water |Replace damaged suspended celling panels and paint * $65,000.00
. : g ) o stalns, celling grid rusty, etc. : celling grid or selectively repair grid throughout. 2 g S
CC.A-12 June 17, 2015 Typical Makai Wing - Stair Stair nosing d J Repair stair nosing. ° $1,500.00
ICC.A-13 June 17,2015 [Typical Makal Wing - Stair . |On 3l floors, exit deors/knobs are. broken. Doors do not|On ail flaors, replace exit doors and pm-de compliant | @ $55,000.00
7 ) T latch, corroded, cracked vision panel. ‘|door hardware. . : 0
CCA-14 fune 17, 2015 Typical Mauka Wing No fire rated doors near elevator. Provide fire rated doors near elevator. . $50,000.00
CC.A-15 june 17,2015 {Typical Makua Wing Floors 2-5, westexter)or mlkwwts a dnd end Modify layout to eliminate dead end corridors on ﬂoors L . ®  [5756,00000 .
- cormidor, 2+ 6. Construct1-hr fire rated stair tower. %
CC.A-16 lune 17, 2015 Typical Makua Wing Bump along width of corridor, exceeds ADA regulations. |Investigate and remove speed bump or make ADA ° $6,000.00
compliant.
CCAL? . Juite 17,2015 . {Typlcal Mauka Wing - Elevator Elevator d nd has foul ador. Clean and repair et - e [ @ 1310,000.00
CC.A-18 June 17, 2015 Typical Mauka Wing - Stair Exterior glass window broken. Weather strip peeling Replace glass an all floors with non- combustlhle ° ° $150,000.00
off. construction.
ICCAAGL " [mmed7,2015 |1 Exterior ) Trash encl e needs to be rel d. Visitors should {Relocate trash enclosure, P [ 1$7,000.00
e g = : % not drive past trash and transformer, . . - . e b 3R . . : :
CC.1A-02 June 17, 2015 1 Exterior Cooling tower. Remove miscellaneous cooling tower. Add bollard to L) ° ® $7,000.00
protect gas valves.
State of Hawai'i, Department of Land Natural Resources, Land Division 4/11/2016
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Property Name: Country Club Condominium/Hotel

Finding No

Date of Finding

Flaar

Location

Destription

Solution

EXISTING CONDITIONS

Distiplina

DUCT PRG MER

tirr  Probable Cost

Opinion of

ICC.IA03 fune17,2015 |1 Exterior . - Vertical decorativie CMU end wall enclosures Demolish verticat decorative CMU end wall enciosures | 1824,000.00
. " ] . 4 : o P N . |and replace with solid bartitions. ) L
CC.1A-04 June 17, 2015 5 Exterior - Makai Wing Pipe penetrations through ceiling are unprotected. Seal pipe penetrations with fire stopping material or $8,000.00
repair for code compliant fire separation.
C.1A05 June 17,2015 {1 . IMakai Wing Laundry located next to el in ung d space. - Construct 1-hour rating enclasure. [ @ 8500000
CC.1A-06 June 17, 2015 1 Makai Wing - Assembly Space and  |Needs new carpet, celling finish, fans, lighting, windows, | Provide new carpet, ceiling finish, fans, light fixtures, $225,000.00
Meeting Room doors and accessible route, jwindows, doors and accessible entry/exit route.
ICC.1A-07 fune 17,2015, . |1 - |Mauka Wing. - Raof above first floor Js In bad condition and has - |Repair roof. Instail guardrail to prevent roof access. KR 4§75,00000. |
= i ’ ponsiing: Lower roofs edge flashing detedorating with . > g & e ; .
. iplants growingon roof. Access ont roof deck needs to b
be prevented. Chilsdren can fit through screen wall at
landing. No railing on raof deck,
CC.BA-01 June 17, 2015 6 Mauka Wing o Hole in floor. Patch hole In floor. ® $200.00
CCRADL “|iune 17,2015 [Roof T rypiaal T Ponding throughout. Roof deteriorated, coating i Repair roof deck. Rercof with hullt-up sheet roafing - $350,000:00
. i 8 s . |peeling. Algae growth « slippery surface. Plant growth. |system. co < 2 .
CC.RA-02 June 17, 2015 Roof Typical No gutters. Internal roof drain only. Some roof drain | Provide secondary drainage off roof. Pravide new drain $50,900.00
screens missing. screens.
KCC.RA-O3 fune 17, 2015 Roof Makai Wing Roof access stair rusting: Repeir stair. ° $8,000.00
CC.RA-04 June 17, 2015 Roof Mauka Wing Ponding at skylight, leaking into lower floors. Plant Repair skylights. $3,300.00
growth an skylights. On 6th floor, skylight is rusty and
dirty, moss growth.
[CCD-01 June 22-23, 2015 {Typical Typical. Non-compliant Identification sign and/or no ADA Provide compiant permanent room signs, that are T [S65,00000 |
g * ) spi. : signage. . : factileand brailed throughout. . i
CC.D-02 June 17,22-23, |Typical Typical - Employee Work Areas; Hotel[Fire Alarm System - Audible and Visible; fire alarm pull  |Wiring alarm system shall be designed to that visible L4 ® [5229,400.00
2015 Corridors; Publicand Common Use  |stations worn and non-compliant. Fire hose / alarms can be integrated into the alarm system. Install
Areas; Guest Raoms with mobility extinguisher [ocated in same cabinet. No signage. Glass [fire alarm system that provides audible and visible in all
and communication features cracked. public and comimaon use areas and wirlng system in
Employee work areas. Replace fire alarm pull stations
with accessible pull station and locate at accessible
location. Replace fire extingulsher cabinets. Provide
|signage.
CCD03- - - - [June22-23, 2015 {Typkal Typical - Elevator Landing {Noncompiiant landing controls, hall signals, and hoist . |Lower landing controls and proyide hall signals and » $20,000.00
- ) o P way signs. hoist way signs ot i i ; =
CC.D-04 June 22-23, 2015 |Typical Typical - Elevator Car Controls Non-comgliant car controls designation and indicators, {Pravide car control designation and indicators, provide ° $10,000.00
car position indicator, and emergency communication. }visible and audible indicators, provide emergency
communication tactile symbols and characters,
State of Hawai'l, Department of Land Natural Resources, Land Division 4/11/2016
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Property Name: Country Club Condominium/Hotel

EXISTING CONDITIONS

FindingNo.  Date of Flading Floor Location Description Solution ‘:;:'p‘::s WEIN EHET P:\:’an;encot:st
June 22:23, 2015. Typical - Hotel Corridors: [Protruding wall mounted emergency-light flxture; Replace wall mountes emergency fight fixture / wal ) ;
: P ¢ wall tted light fixture; protruding wall- Imountes light fixture to either protrude less'than 4
d fire hose cabinet. Inches from the wall or higher than 8 inches above the | -
finish floor. Construct furred out wall below carridor, o
Note: vorridor must comply with minknum vequired
CC.0-06 June 22-23, 2015 |Typical Typical - Guest Room with mobility  |Insufficient quantity provided; Non-c liant electrical ired y of guest raoms to include ® ° - ® 1$110,000.00
and/ar communication features outlet and air conditioning thermaostat height mobility features Renovate requlred quantity of guest
rooms to include comrr Tob
accessible, provide electrical outlet and ai¢ conditioning
thermostat height within accessible reach range.
KCC.0-07 June 2223, 2015 |Typical Makal Wirg - $tair, Means of Egress Norwnmpllant signs for means of agress. No floartevel [Provide accessible signs at exit dooks, areas of refuge, " incuded g
i ¥ . . " |signage in Makal stair tower. . and directional signs. !:wideﬂoorlevd signage In elsewhere:
5 ; ) . Makal stalr tower. - SR
CC.D-08 June 17, 22-23, [Typical Makai Wing - Means of Egress; Exit |Non-compliant stairways that are part of a rneans of Provide accessible stairways as part of a means of ° $250,000.00
2015 Stalrway; Stalr Towers; Typical egress; Stairs not ADA compliant, Non-compliant stair  [egress. Provide accessible stairway with closed risers
open risers and handrails. Spacing/height of guardrails land compliant handrails. Replace guardrails throughout.
noncompliant. Railings are not code compliant. Provide ADA handralis and guardrails at top tanding.
Provide code comgpfaint callings.
Icc.o-09 June17,22-23, [Typical Makai Wing - Exit Stalrwaty Non-compifant doors in serdes. Makal stair tower does... || exit egress doar swing = [ Included
7 2015 not have enough roam for doors in succession leading : “ ’ ~lelsewhiere
. . 2 s Lo 4 from corridor into stair. o ¢ S : ;
CC.D-10 June 17, 22-23, [Typical Makai Wing - Doors at Guest roams; [Non-compliant intertor door and doorway into guest To create accessible guest rooms, provide wider Interior $120,000.00
2015 Meeting Room rooms; No ADA access into ground floor breezeway at  |[door and doorways by widening door apening. Provide
double door; Room door hardware is non-compliant - |ADA access into required spaces. Replace all doors with
no levers. Stair exterior doors have no levers. Cannot | fire separation doors with approach entry / exit
get into stairs in breezeway at single steps. Steps hardware, make ADA compliant.
exceeds maximum riser height by laundry. No ADA
access into Meeting Room and to elevator.
cC.o11 Tune 22-23; 2015 [Typical - |Malaj Wing - Guest Rooms x14, x25, | Nomcnmplkm :ntr:nce door and doorway; Non-: qummcablnet to provide maneuyering clearanceon s " ® [included
. E |x27, x03, x29, 32, K30,%24, x31 p Kitch Tok ible, provide fnterk ) elsewhere
Note: Kitchenette not required in Enlarge bath to-comply- . : .
{Rooms x25, x27 and these units do mtnlcmsibltshavnr, lavatory, and: wrter closet . :
nothnve kitcherettes: . : : ts. Modify kitch b tocomply | :
% . wfth sink, storage; and warksurface mquiremems . :
CC.D-12 June 17, 2015 Typical Makai Wing - Corridar In main carridor, last door on the northwest side of the [Modify entry into mom, m:ke ADA compliant. $5,000.00
building (makai} is recessed. Not ADA compliant.
CC.10:01 *[lune 22-23,2015 (1. Exterior - Stte Arrival Point No accessible route connecting public sidewalk to hotel, {Provide 2 safe separate ibfe route from i $15,000.00
. : i - g < 5 to Lobby through parking lot: :
State of Hawai'i, Department of Land Natural Resaurces, Land Division 4/11/2016
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Property Name: Country Club Condominium/Hotel

EXISTING CONDITIONS

FindingNo.  Date of Finding Floar Location Description Sotution a5 Qe s:':':'l":':c M TUEG Pi::‘l:::;;st
CC.1D-02 June 22-23, 2015 Exterior - Accessible Parking Spaces  [Non-compliant accessible parking stalls. (vehicte and Relocate/Reconfigure for compliant accessible parking
5 van spaces, access aisle, ground surface, identification, |stalls. (vehicle and van spaces, access alsle, ground
and relationship ta accessible route). Insufficient surface, identification, and relatioaship to accessible
amount. 3 accessible parking required with at least one [route), Provide additional accessible parking space
shall be a van parking space is required but 2 provided. ¥
K.10-03 June 22-23, 2015 [1 |Exterior - Swimming Pool & . i Non—mmpllant gate snd means of poo] entry.; Non- - |Provide gate maneuvering dlearances, replace giste . e, $7,500.00
( Accessible Route to Swimming Pool sible ramp with o iis. No ‘Thard: and preyide ible means for pool entry,
; ‘ l:tesslbl: route to pool area. Mo accessible entry into  [Provide an accessible ramp to Swlmmin(Péd. i
i . pool.. - . ) < ) |
CC.10-04 June 22-23, 2015 |1 Makai Wing - Guest Laundry Area Non-comgliant Guest Laundry area Provide an accessible laundry area that includes ° ° ® |included
maneuvering clearances, equipment {washer/dryer), i elsewhere
) . work surface, and ground surface
"I Makal Wing - Public Meeting Raom  |Nan-compl I Provide an actessible ramp to public meeting room; - : $7:50000 |
(Halau) identification sign; Non-comptfant he&ght of Flre Provie compllant permartent foam signs thatare b ‘ i
Extinguishers tactite and bralled; Relocate fire mmgulshus to
: ) . et e . i . accessibie helght and locatl -
CC.1D-06 June 22-23,2015 (1,4, 5 Makai Wing - Hotel Storage Areas & |Non-compliant access to Hotel Storage. Provide an accessible route to approach, enter, and exit| @ L $7,500.00
Guest Storage Storage with identification sign
[CCAD-07 " June 22-23,2015 |1, Mauka Wing Labhy - Accessibl Non. liant stairs and no curb ramp to Lobby Ieval, |Provide an accessible curk ramp fo Lobiby level. Provide |- ® 1935,000.00.
. N Route ta tobby & Kz;ktmlon Hon-compllant re:ls\nllon service courter, amés[bje service countee
] Service Counter s i . :
CC.1D-08 June 22-23, 2015 [1 Mauka Wing - Tollet Rooms Non-compliant !ollet room Provide an accessible toitet room for employees ° L $20,000.00
fCC.1D.09 lune2223,20051 Mauka Wing - Employee Lounge - |Nor-campl ssible circulation paths in Employee |Provide circulation paths in Employee Lounge/Kitchen | ®. $15,000.00
Lz ] . Lounge/Kitchen . . e s oyt — 3
CC.2D-01 June 22-23, 2015 |2 Makal Wing - Rm #209 - Non-complfant Housekeeping Room Provide an accessible raom with widened entrance, L] e ® [520,000.00
Housekeeping turning space, washer/dryer, with identification sign
C30-0% June 22-23,2015 {3 Malkai wm; = Rm #307 « A “valde an accessible room with wldemd entrance, e $5,000.00 '
‘ . Worksk “ % . g space, with identification sign Yt ¢
CC.5D-01 June 22-23, 2015 |5 Makai Wing - Guest Room #524 Non-compliant air conditioning thermostat located Relocate refrigerator. L) ® (N/A
. . . : behind refrigerator. . - .
CCED01 . [June22-23,2015 |6 . Makai Wing - Rm #6509 - Employee — Non-compliant € ployee Kitchen and bath - |Provide an accessible Kitchen (¢! , work . » ® 183500000 |
: : ‘ |Maintenance Unit:- ‘ . surfaces,; sink, storage, appliances; and outlets), . ' F
ible bathroom (shower, water closet, lavatory,
m!rm, tupm. lmund light switch, coat haok; shelm).
| with Kientification ig
State of Hawai'i, Department of Land Natura! Resources, Land Division 4/11/206
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Property Name: Country Club Condominium/Hotel

EXISTING CONDITIONS

Finding No Data of Finding Floar Location Description Solution BRI Opinlon
€ts  STROFT FipG  mMEMk TiEt Probable Cost
June 17, 2015 i Typical Makai Wing - Entry to Stairwell. Concrete spalls and cracks at lanai slab edges; window {Repair spalls-and cracks, Repair / replace corner angles. $225,000.00
Exterlor - Makai concrete wall, makai sills; top and edges of concrete slab; exterior concrete 2
corridor concrete calumn, parking walls; base of concrete walls; base of concrete columns.
& areas, interior corridor, Mauka Wing -|Cracks and spalls, with exposed rebar, at fice sprinkler
Left and right end and exterior walls; |riser penetrations; Cracks & paint delamination on
Mauka concrete wall near elevator.  [underside of concrete stair framing and on concrete
walls; Diagonal cracks in concrete stair wall; Horizontal
cracks at header in concrete stair wall; Corrosion of
embedded corner angles at exposed concrete columns
& concrete spalling; Concrete cracks and spalling at top
of concrete wall below landing/corridor
ICC.S-02 [pune 17,2015 [Typical” Makal Wing, Mauka Wing Corrosion and deteriorution of steel frame supporting  [Replace steel framing ®. 1$30,000.00 -,
. o decorative masonry black wing walls ) e ;
CC.5-03 June 17, 2015 Typicat Mauka Wing - Stairwell |Corrosion of stair stringer and stair tread framing; Paint |Repair steal framing and cracks ° $40,000.00
hubbling and random cracks in exterior concrete stair
wall
CC.15-01 June'17,2018 |1 Makai Wing - Parking sdde exterior | Korizontal cracks aticoncrete walls Repajr cracks - L2 $5,000.00
X . . concretewalt - i : . 2 . : % B 2 “
CC.15-02 June 17, 2015 1 Makai Wing - Parking area below Corrosion of embedded corner angles at expased Repair/replace corner angles ® $20,000.00
residential units concrete columns
KC.15-03 June 17,2015 - {1 - Mauka Wing - Mechanical Ream A e damage & paint d z at surfzasaf Prepare and repaint. . - included
: : g i ; rior co walls L 2 LIS Y i
CC.15-04 June 17, 2015 2 Makai Wing - Parking area below |Bubbling of paint at concrete floor slab soffit Prepare and repaint. Included
residential units |elsewhere
[CC.15-05 June 17, 2015 2 . Mauka Wing » h Room d & paint dejami g at roof slab . [Prepare and repaint. included
) . ; . Framing g edges 4 % ) 5 . : (sewhere.
CC.35-01 June 17, 2015 3 Mauka Wing - Near Elevator Differential slab elevations marked by yellow indications| Repair/add topping * $10,000.00
on floor covering -
IEClN)l B June 17,2035 |1° Exterlor - Parking Arga Sail pipe rusting Clean rust from pipe and repaint Ed $5,000.00
CC.1P-02 June 17, 2015 1 Exterior - Parking Area Fire hose cabinet rusty Replace cabinet ° $1,500.00
IM-0% June 17,2015 |1 Exterior- Mauka Wing. Grilles installed In soffit are rusted. - Replace existing soffit ¢nll¢s with alumlnum coated P ® ~ 152,500,00
W e . - grilles : i 5o e
CC.1M-02 June 17, 2015 1 Exterior - Mauka Wing Abandaned mechanical equipment at exterior. Rermoye all abandoned 1 ) $1,500.00
CCAM-03 fune 17,2005 17 | Makal Wing - taundry Area "Deyer vent discharges inte bucket. Extend dryerventto e -of building EN K $1,000.00
CC,RM-01 tune 17, 2015 Roof Roof Noticeable vibratlon/noise originating from exhaust Replace exhaust fans and curbs {approx 9} ° $27,000.00
- e N - o . fans on reof; corrosion on roof curb e
CCRMOZ T [nei7,2035” [Roof ~fReof 7 7T A copled éhilter n poor condition - corosion nated on |Replace air cosied hiller and other alr conditioning | [ 1~ T 500,00000
- : [N frame and caoling cails. es, : - ) B > A
CC.E-01 June 17, 2015 Typical Typicat Exit slgn does not Indicate direction uf exit. Exit sign not |Provide new illuminated exit signs and proper signage ® |$50.00
illuminated, pointing in wrong direction, mounted low, |to indicate direction of exit
etc.
cCEoz” T llune 17,2005 [Typical T [MakelWing . [Alifloors, many af the halls lights arenotproperly |Provide proper supports for all lght fiktares. F - A ssooo o0
I {secured 10 theeellln( : 5 S :

State of Hawai'i, Department of Land Natural Resources, Land Division
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Property Name: Country Club Condominium/Hotel

Finding No.

Date of Finding

floar

Location

Description

Solution

ARTH

v

EXISTING CONDITIONS

Diseipline

sy

FLEG

WiCk B8

Opinion of
Probable Cost

CC.1E-01 June 17, 2015 |Makai Wing Parking garage lights showmg Signs ol’_rust Replace with fixtures rated for wet 1ocauons N O |
Cf.li-'éf " neaz, 2ms. |1 Makal Wing Outdoar Bxtures under overbangs are rusted and some [1Ffixturesare. abandoned, they should be removed. lf N E )
1 . don't have bulbs. Fixtures may be abandaned. they are intended to be used, they shoutd be repjaced * i
‘ 3 : & with-wet ocatior rated fixtures and hu]bs should be
LR s pwovided.. i v %
CC.1E-03 June 17, 2015 1 Makai Wing e Light fi xture _a_n_d_condult \led in front of grill. ] Relorate fixture awav from front of gnl[ L
[CC.1E-04 . [rune 17, 2015 1 Makal Wing . : Fluorescent fixtures Instalied under balconies do net: Repiam with fixtures rated for wet Ioatluns. : . .
. S « 25 . appear to be wet location rated. . = »
CC.1E-05 June 17, 2015 i} Makal Wing Equipment in parking lot is turned off and appears to be Remava unused equipmen(, condultand wiires. lf °
abandoned. It is in poor condition and some panels are |equipment is still intended to be used, it should be
rusted through. Broken conduits and exposed electrical |replaced prior to use.
i N - . . |wires are also present. o ] N I N R
CC1E06 - |lune 17,2015 [1° Mauka Wing © " [Switeh missing fmfn device box, " I Replace switch nrreplace coverif zheswhch Isnot ! i ® [ss000 ¢
5 A g | : . i <required. s B
CC.2E-01 June 17, 2015 2 Mauka Wing Equlpmenl on se:und ﬂoor roof is in poor condltion Repair or replace equipment and replace conduit and ® 1$3,000,00
Conduits are rusted and not properly secured to the wiring.
structure.
CC3E-01 ~[unetr, 205 |3 Makal Wing -~ | Hallway lighting tevels seem low, - “|Evaluate lighttng tevets and instalf new light Aixtures. @ 512500000
CCAE-01 June 17,2015 |4 Mauka Wing Globe missing from light fixture and bulb not installed. |Replace globe and bulb to provide lléhting ® 155000
ICC.READL June 17, 2015 {Roof Makal Wing Condults disconnected fromjunction box. Junction box. Remove msﬂn;cvnduit and juncﬁonhox and replme L B 1$1,00000
* @ ki s not suppomd properdy. Conduics arein poor ’ wlth new. g 3 e
by ¥ o f B g condition . ] y R
(CC.RE-02 June 17, 2015 Roof Makai Wing Conduits severely rusted and supported from cinder Remove existing conduits and replace with new @ ($1,000.00
block, not progerly secured. Conduits completely rusted |conduits, properly secure.
through and separated at some points,
ICC.RED3 . . june 17,2015 |Roof " {Makal Wing {& damaged and. lyrustedthrough. . {Re : racle, patch and fill conduit penetrations: & $1,00000
. = 1 : . Conduns nm along ;mundan tripping hataru, Relocate oondu!t rinalong ;rmmd or provsde platform ’ -
| . ; ; to elimi) tripping hazard, - ; )
CCRE-04 - tune 17, 2015 Roof Makai Wing Ventilation duct resting on conduit. |Provide separation between duct and conduit. ® |$100.00
ICC.RE-DS fune 17,2015 {Roof Makai Wing Equiprrent not ad by p rd from rain and is - |Repair and pratect equipment ar removes if not inuse, © 9. 151,000.00 .
(" =3 T S extremely rusted.” ) 7 = T i A
CC.RE-06 June 17, 2015 Roof Makai Wing No guard rail around eq'ulpmen:. This is an extreme Provide guard rail if equipment s to rematn in service. @ 52,000.00
safety hazard for personnel servicing equipment. Could
not determine if this equipment is still in use.
ICC.RE-Q7 Jupe 17,2015 |Roof Makal Wing {Wireway and condults rusted through, Bemmcqmpmt ifnotin semce. Replace equipment @ "1%3,000.00
- o . oz ~ : if is: s]f in 3 : S
CC.RE-08 lune 17, 2015 Roof Makai Wing Conduit knutkout at disconnect not plugged |Prov1de plug for knockout ® $100.00
JCC.RE-D8 une 17,2015 . {Roof .. Makal Wir Unterminated cavles at oo, Remave unused cables. - ® 1$200.00
A 08 0€0
Note: Hidden or concealed conditions such as those covered by floor, coof, ceiling or wall panels and coverings, inaccessible areas, non-common areas were not reviewed.
State of Hawai'i, Department of Land Natural Resources, Land Division 4/11/2016
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G/0

111 %, King Street
Suite 170
Honotutu, Hl 96813
808 523.5866

wiwvw.g70.design

November 20, 2020

Peter Savio

Alberto M. Roque, General Manager
Pagoda Hotel

1525 Rycroft Street

Honolulu, HI 96814

Subject: DRAFT PROPOSAL for the Hilo Country Club Entitlements Process
Hilo, Hawai‘i

Aloha Gentlemen:

Group 70 International, Inc., a Hawai'i Corporation, dba G70, is pleased to provide this proposal
to provide environmental planning and land use entitlements services for the redevelopment of the
Hilo Country Club site. We recognize that the project is located on a shoreline parcel and will
require completion of an Environmental Assessment and Special Management Area Use Permit.
This proposal describes the anticipated G70 scope of work, timetable and professional fees.

SCOPE OF WORK
G70 will provide services under the following Entitlements process scope of work tasks:

1. Entitlements Coordination Support

2. Environmental Impact Statement (EIS) and Technical Studies/Historic Preservation Review
3. Special Management Area (SMA) Use Permit

4. Stakeholder/Agency Meetings and Public Outreach Support

G70 architecture and civil engineering services are provided under a separate scope of services
and agreement. Our proposed approach to completing the Entitlement tasks is outlined below.

TASK 1 — ENTITLEMENTS COORDINATION SUPPORT

G70 will provide coordination support extending for the duration of the Keauhou Bay
entitlements process, estimated at approximately 18 months to completion. G70 will be in
regular communications with the project team and participate in monthly project status meetings
with the team members. As needed, G70 can also provide support for status updates and briefings
to management. We will support the entitlements status meetings with agendas and summary
meeting notes.

G70 will work closely with KS to strategically advance the entitlements process steps. The Project
Schedule will be critically examined to updated and expand project tasks, completion periods,
critical milestones, agency/stakeholder consultations, outreach/engagement, application
periods, hearings, commission reviews, and many concurrent tasks. G70 will update the Project
Schedule to reflect inevitable changes to time periods during this process. Meetings with agency
representatives, stakeholder briefings and community meetings are in Task 4.

ARCHITECTURE /7 CIVIL ENGINEFRING // INTERIOR DESIGN /7 PLANNING & ENVIRONMENT
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Letter Proposal to Peter Savio and Alberto Roque

DRAFT PROPOSAL: Entitlements for Hilo Country Club Redevelopment
November 20, 2020

Page 2 0f 6

TASK 2 — ENVIRONMENTAL ASSESSMENT {EA) & TECHNICAL STUDIES

To enable the entitlement of the numerous project elements, a thorough Environmental
Assessment (EA) must be completed and accepted by the County of Hawai‘i. As the EIS will be
completed in support of a future Special Management Area Use Permit, we anticipate that the
County of Hawai‘i Windward Planning Commission will be the accepting authority. G70 will work
closely with the Hawaii County Pianning Department to frame the entitlements pathway and
address the EIS/SMA scope. G70 will also coordinate with the State Office of Environmental
Quality Control (OEQC) to facilitate the publication of notices for the EIS documents in The
Environmental Notice. The major activities in the preparation and processing of the EIS are
outlined below.

e FEarly Consultation

The Early Consultation is the scoping phase of the EA process, where G70 will compile a concise
document summarizing the project, potential impacts and technical studies. G70 will pre-consult
with key parties and agencies, and stakeholders to provide input to the Draft EIS document scope.
We will consult the Hawai‘i County Planning Department and other agencies for guidance on the
EA scope and technical studies. The Early Consultation is issued with a 30-day response period.

e EA Consultant Studies

G70 will integrate the technical study contributions into the Draft EA. The detailed presentation
of findings in these reports will be important for content and sensitive from a strategic
entitlement perspective. Under Task 1 Coordination, G70 will work closely with the technical
consultants to define their study scopes and performance. Timely completion of these studies is
the critical path to meeting the entitlements schedule. Essential to the preparation of the EA for
this project, we propose the following consultant studies. The listed consultant studies required
for the EA and permit applications, and these consultants will complete the studies under
subcontract with G70:

a} Archaeological Inventory Survey
b) Cultural Assessment

¢} Flora & Fauna Assessment

d) Noise/Acoustic Assessment

e) Traffic Assessment

Consultant proposals with scopes of work and fixed fee budgets will be solicited at your direction.
These services will be included as Subcontractor Services in the G70 agreement.

The project master plan, site plans, landscape plan and facility improvement design information,
including view studies and perspectives to be used in the EA, will be provided from G70 Architects
under a separate scope of services. Infrastructure supporting the project for roadways, water
supply, drainage controls and wastewater system, including necessary improvements, will be
addressed by G70 Civil Engineers in a separate scope of services. In addition, the property will
require a Certified Shoreline Survey to be completed with timing that matches the SMA filing.

G70 /7 111 S. KING STREET, SUITE 170, HONOLULU, H1 26813 /7 808.623.58446 7/ WWW.G70.DESIGN
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s Draft EA Preparation

G70 will prepare a Draft EA that will meet the requirements of HRS Chapter 343 Hawaii EIS
statute, Title 11-200.1 EIS Rules, and Rule 9 Planning Commission - Special Management Area
{SMA). The Draft EA will address potential impacts as raised in the scoping and EISPN process.
Writing the Draft EA document is a combination of technical application and artful positioning of
this project, which is seeking discretionary entitlements. It is understood that this master plan
project will generate impacts, and in terms of traffic, runoff and views, and these need careful
presentation. We anticipate receiving approximately 10 to 20 comments in early consuitation
from agencies and the publiic. The responses to comments are published in the Draft EA. We also
anticipate a robust discussion of cumulative impacts in relation to the overall scale of
improvements.

A respectful but assertive approach will be important in dealing with controversial issues and
opposing perspectives in the Draft EIS. We recognize the projects’ sensitive approach to design
and offsetting mitigation measures, along with project benefits to the community and
environment, will result in impacts that are both reasonable in scale and acceptable to the
broader community. Once published, the Draft EA undergoes a 30-day agency and public
comment period. At this point in the process, we recommend conducting a presentation of the
project and Draft EA findings to agencies, stakeholders and the Hilo community. As necessary,
the requirement for hosting a virtual space public meeting will be pursed.

e Responses to Draft EA Comments and Final EA Preparation

G70 will address public and agency comments in the preparation of the Final EA. Given the
anticipated number of interested parties and scope of the project, we anticipate substantial
comments from the County and State agencies, stakeholders and community interest groups.
This is an important point in the EA process, which allows the applicant to proactively address
concerns about the project. We assume this Draft EA will not experience significant controversy,
with approximately 20 to 30 agency/public comment letters received. The Final EA text and
technical studies will be revised in response to the substantive comments. The Final EA will be
submitted to the Hawai‘i County Planning Department and Windward Planning Commission for
final review and acceptance, with an anticipated Finding of No Significant Impact (FONSI).

e Historic Preservation Review Process, HRS 6E-42

Based upon preliminary consultation and confirmation with SHPD Archaeological and History and
Cultural Branches, G70 and its archaeological consultant will provide its planning services to
conduct the 6E-42 HRS process. G70 will take the lead the coordination tasks directly with SHPD
and community stakeholders to address issues and concerns during the historic preservation
review process. G70 will also coordinate up to four (4) meetings with SHPD or other key
agencies/entities, i.e. Office of Hawaiian Affairs, the Hawai'i Island Burial Council, the Hawa’i
County Cultural Resource Commission, and others, if appropriate or required. G70 will also
conduct field visits upon completion of the archaeological field work to also assess any further
opportunities or constraints as it may related to site development and required mitigation. G70
will also prepare the filing materials and prepare the formal letter to be filed with authorization
by the County of Hawai‘i Planning Department to SHPD. G70 will track the 45-day review period
and engage in follow-up actions with SHPD to get a timely response to stay on schedule.

G?70 // 111 S, KING STREET, SUITE 170. HONOLUL U, HI 96813 /7 B08.523.5864 ¢/ WWW.G70.DESIGN
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TASK 3 — SPECIAL MANAGEMENT AREA {SMA) USE PERMIT

The project area encompasses approximately [ands along the coastline and upland at Hilo region
of the Island of Hawai‘i. The entire area is located within the Special Management Area (SMA).
G70 will complete and process the application for Special Management Area (SMA} Use Permit
Assessment and Use Permit— Major, pursuant to Hawai‘i Revised Statutes Section 205A -22.
Consuitations will be held with the State and County agencies to confirm the issues and
requirements for the SMA process.

Per County Planning Commission Rule 9, the County Planning Department reviews the SMA
Permit application and provides its recommendation to the Leeward Planning Commission, which
is the decision authority. The Cultural Resources Commission reviews and approves the historic
property impact assessment included in the application.

Preparation of the SMA Major Use Permit application and SMA review processing will include:

a) The SMA application will utilize and, as necessary, expand upon the information compiled in
the EA to meet the Section 205A -22 requirements.

b) Integration of project design materials and detailed project description information,
including architectural plans and perspectives, civil engineering plans, and landscape plans.

¢) Integration of technical information from the subcontractor studies (as listed below).

d) Coordinate review of the SMA Use Permit Major by the Hawai‘i County Planning Department,
and review/approval by the Leeward Planning Commission.

e) Consultation with the Hawai‘i Planning Department and coordination of technical.

f) Attend meetings and make presentations in support of the SMA Use Permit application.

TASK 4 — STAKEHOLDER MEETINGS & PUBLIC QUTREACH SUPPORT

G70 will provide support to the owners in direct consuitations with stakeholders including
neighbors, businesses, interest groups, organizations and the Hilo community. The objective is to
build trust in stakeholder and community relationships with a goal of clear communications and
a full understanding of review procedures. The trust and connections built through these
communications and coordination will be vital to the success of this entitlements process. As
planners, engineers and architects, G70 can provide technical support to the team in their
interactions, along with project information graphics and summaries. G70 will conduct outreach
support on an as-needed basis. At present, stakeholder meetings are anticipated with two
sessions including: 1. Project Briefing during the preparation of the Draft EA, and 2. Presentation
of the Final EA findings and SMA Application.

G70 /7 111 6, KING STREET, SUITE 170, HONOLULU, HI 94813 // B08.523.5866 // WWW.GT1.DFESIGN
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FEES & EXPENSES

G70 proposes to perform the scope of services above on a fixed fee basis for the total sum of
Three Hundred Sixty Eight Thousand, Six Hundred Thirty-Nine Dollars {$368,639) which includes
technical subcontractor studies, Hawai‘i Generat Excise Tax and expenses.

G70 will not extend services beyond the total maximum fee without client authorization. Fee
breakdown for each assigned work task is presented below.

Task _ Entitlement Service Fixed Fees
1. Entitlements Coordination Support $36,000
2. Environmental Assessment $125,000
3. Special Management Area (SMA) Use Permit Major $65,000
4 Agency/Stakeholder Meetings and Outreach Support $24,000
Total G70 Professional Fees $240,000
Expenses (est. 3% of fees) {ii) $7,200
Subtotal G70 Professional Fees & Expenses $247,000
State of Hawai‘i General Excise Tax 4.712% {Hawaii County) $11,639
Total G70 Fees, Expenses and Tax $258,639
Technical Study Subcontractor Fees (Estimated) (iii) $110,000
Total Fees, Expenses and Tax $368,639

(i) Contingency Reserve. Several tasks in the scope of services have the potential for an expanded
level of effort which could necessitate additional services which are not included in the base
scope. G70 has not included contingency budget reserve for any tasks. Should the level of effort
expand beyond the anticipated scope, G70 will request amendment of this agreement.

(i) Expenses and Excise Tax. Expenses include inter-island travel, car rental, parking, color plots,
document printing, meals, courier and postage. Permit application processing and hearing fees
are not included in this total. Hawaii State General Excise Tax 4.712% applies.

(ifi) Subcontractor Fees for Technical Studies. There are several technical consultant studies and
services which must be completed by subcontractors to support the preparation of an EA and
supplement the SMA Use Permit application. These fees do not include the attendance at public
meetings, SMA hearings and preparation of testimony. Subcontractor budgets are estimated
(pending formal proposals) with fees including expenses and Hl General Excise Tax.

Subcontractor {Estimated) Fixed Fees
a) AIS and SHPD Chapter 6E Compliance $22,000
b} Cultural Impact Assessment $18,000
¢) Flora and Fauna Survey $10,000
d) Noise Impact Study $20,000
e) Mobility Assessment Report $40,000
f) Conceptual Landscape Design (in architectural scope) S-
g) Topography & Certified Shoreline Survey {in civil engineer scope) S-

Total Subcontractor Fees $110,000
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PROJECT SCHEDULE

The anticipated time to complete the EA and SMA (Major) Use Permit for the project entitlements
is approximately 18 maonths. This schedule assumes there will be no significant delays due to
directed program changes, review agency issues or community opposition. The scope of work
and fee included in the proposal is based on this schedule.

Mahalo for this opportunity to submit this proposal for this unique project at Hilo. Please do
contact call me {351-4200 mobile) if you have any questions or require additional information.

Sincerely,

GROUP 70 INTERNATIONAL, INC. (dba G70)

Jeffrey H. Overton, AICP, LEED-AP
Principal

ACCEPTED/APPROVED BY:

[OFFICIAL CLIENT ENTITY]

By: Date

Its:
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Part One INTRODUCTION

1.1 Background

The State of Hawai'i, Department of Land and Nalural Resources (DLNR) owns several parcels of land
along Banyan Drive in the city of Hilo’s Waiakea Peninsula on the island of Hawai'i. The subject
properties include Reed's Bay Resort Hotel (TMK: (3} 2-1-005: 022), Country Club Condominium/Hatel
{TMK: (3) 2-1-005: 020 and 023}, and Uncle Billy's Hilo Bay Hotel (TMK: (3) 2-1-005: 009, 012, 033, 034,
035, and 045), hereinafter referred to as Reed’s Bay, Country Club, and Uncle Billy's or collectively as the
Properties. They were originally leased by the DLNR to private onlities to operate and run hotel,
candominium, and Jong term rentals, with various supporting functions. The lease agreemaent batween
the lessee’s and the State of Hawai'i for all three of the Properties expired on March 14, 2015, After
which, Country Club went to a month-to-month permit, white Uncle Billy's and Reed's Bay were both on a
one yaar hold aver ease that expired on March 15, 2016. Uncle Billy's announced plans to close their
doors on February 1, 206", On February 12, 2016, the Board of Land and Natural Resources (BLNR)
approved the ransfer of Unde Billy’s land lease to Peter Savio, which will be managed by Caslle Resorts
and Hotels. The hotel was renamed Pagoda Hilo Bay Hotel, however for the purpose of this Report it will
be referred to as Uncle Billy's®.

Al the time this Report was being writlen, the DLNR owned and managed lhe Properties. During a public
meeting held on January 15, 2016, the DLNR and County of Hawai'i announced their proposal to form a
redevelopment agency, named Banyan Drive Hawai'i Redevelopment Agency (BDHRA). The Agency's
goal is to adopt and implem.ent a master urban redevelopment plan for the area. The agency will operate
under the County of Hawai'i Planning Department and will consist of five (5) members, appoinied by the
mayor and approved by the Counly Council’. The Planning Department is to remain the lead agency until
BDHRA is organized and able to perform their duties, at which time they will be established as a separate
agency. This Reporl was geared toward the DLNR, however as a result of this shift in managing the
Properiies, other enlities will also be reading it.

! (Callis, Aloha, Uncle Billy's: Iconic kamaaina business closing after 50 years) FIGURE 1 THE (SLAND OF HAWAI'I AERIAL, SHOWING THE PROJECT LOCATIOH.

?(Segal)
? (Kanuha)
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p! uf pecled ashestos-containing materials (ACM), forty-one {41) paint chip samples, and three

{3) samples of suspected arsenic lreated materials. The suspacted ACM and paint chip samples were

sent to EMC Labs, Inc. to be analyzed, while the suspecled arsenic ples were sent to NVL
Laboralories, Inc, Their findings were issued in the Limited Hazardous Malenials Survey Report,
identifying the presence of ACM and lead paint. A summary of the hazardous malerials findings will be

discussed later in this Report,

Phase 2 included the review of several regulatary codes. The DLNR performed the review of the
Americans with Disabilities Act (ADA). The 2006 Internationa! Building Code (IBC) and the County of
Hawai'i Land Use Ordinance (LUO) were also reviewed. The initial code findings were presented to the
County of Hawai'i Planning Department during an informal meeling held on January 6, 2016. The
purpose of the meeting was lo inform (he County of Hawai'i of the DLNR's assessment project and to

share the initial IBC and LUO review summaries with the County of Hawai'i,

Phase 3 involved organizing the visual survey findings. EAl developed an Exisling Conditions

spreadsheet for each consultant to use in recording their findings. Due to the immense amount of

information gathered, the goal of the Existing Conditions spreadsheet was to create a simplified system

that was uniform for all disciplines. An Existing Conditions spreadsheet was developed for each Property.

The spreadsheets were used to document the problem areas, the locations, and a proposed solution for

each problem area. The consultants and the DLNR ADA Coordinator provided their populated

spreadsheets, corresponding photos and dizigrams to EAL. EAl then coordinated and compiled the

information into a series of spreadsheels. Additional information on the organization of the spreadsheels .
is found in Section 2.1,

Phase 4 consisted primarily of the organization of the galhered information into this Repod. In an effort lo
identify potenlial outcomes based upon an objective format, a grading criterion and scoring matrices were
developed. The DLNR hired a public outreach firm, Munekiyo Hiraga, to lead a public cutreach effort. A
public infarmational meeting was on January 15, 2016 in Hilo.

State of Hawai'i, Department of Land & Natural Resources, L.and Division Page 4
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2.2 Site Surroundings & Future Projects

Banyan Drive is conveniently localed approximately two (2) miles from the Hilo Intemalional Airport
{General Lyman Field). Its name is derived from the banyan trees scattered throughout Hilo's Waiakea
Peninsula. A little known fact is that from 1933 to 1972, appreximately 50 banyan trees were planted by
celebrily visitors, making it Hilo’s "Walk of Fame”. Such celebrities include Babe Ruth, President
Roosevell, and Amelia Earhart’.

Hotels and condominiums line the ocean side of Banyan Drive, while (he Banyan Golf Course anchors
the peninsula at the center. On the wesl side of Banyan Drive is the Queen Lilluokalani Gardens, a 30-
acre Japanese garden surrounding the Waihonu Pond. Just offshore from the garden is Moku Ola
{Coconut [sland), accessible by a foatpath. Further west, the Wailoa River cuts through the land and
ampties into Hilo Bay. Located to the east is Reeds Bay.

There are lwo noteworthy projects occusring in the surrounding areas: renovation of Hilo Naniloa Hotel
and creation of the Hilo Bayfront Trails. In July 2015, Banyan Drive's Hilo Naniloa Hotel began its $18.5
million renovation projecl. The renovation at the 388-room hotel is expecled to be compleled in June
2016. Following the completion of the renovations, the holel will become part of the DoubleTree

feanchise®,

The Hilo Bayfronl Trails is a County of Hawaii project that extends approximately three {3) miles along
the Hilo Bay front coastline from Wailuku River to Hilo Harbor. The project includes a system of pathways
for walking, biking, and other non-vehicular modes of travel. Its goals include enhancing the area's
natural beauty, increase access for restdents and visitors, highlight the site's cultural significance, and
protect the fragile coastline and walerways surrounding the Hilo Bayfront’.

“ {Banyan Drive's Trees)
® (Callis, Naniloa's Mauna Loa Tower Renovation Underway)
¢ (Helber Hastert & Fee)

State of Hawai'i, Depariment of Land & Natural Resources, Land Division
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2.3 Listing of Regulatory Agencies

Future construction projects will require review and approval by government agencies and public utility
companies. All building permit applicalions are routed through the County of Hawai'i Department of
Public Works (DPW) Building Division, Because the Properties are owned by the State of Hawai'i, the
DLNR is also required to review ali designs prior to the building permit application or commencement of
construction. The following is provided as background information for the Properties.

2.31 Federal Emergency Management Agency {FEMA)

According to FEMA, the Flood Insurance Rate Map (FIRM} indicates that the Properties are localed in
Flood Zone VE. Zone VE s defined as a coastal flood zone with velocity hazard (wave action), which is
also known as tsunami inundation areas as stated in the Hawai'i County Code (HCC) Chapter 27
Floodptain Management (Section 27-23). The Base Flood Elevation (BFE) is 13 feet abave sea leval’.
Additional information is provided later in the Report.

R
s

FIGURE 4 BASE FLOOD ELEVATIONS"

T (State of Hawai'i)
! (State of Hawai'i)
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233 State of Hawai‘i Land Use District

The Properties are localed in an area classified as Urban District by the State of Hawai'i land use code.

Per the Land Use Commission {LUC), Urban Districts are comprised of lands "characterized by ‘cily-like' . State Land Use District

concentrations of people, struclures, and services” and include areas for future development’®, Lol sizes URBAN

and uses are determined by county ordinance.

FIGURE 6 STATE oF HAWAI't LAND Use DisTRicT Bounparies ™

1 (State of Hawal'i Land Use Commission) . "1 (State of Hawai'i Land Use Commission)

State of Hawai'i, Department of Land & Natural Resouices, Land Division
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235 Special Management Area and Special District ) : ) g
The SMA system was established in 1975 with the Act 176 revision to the Coast Zone Management ‘
(CZM) law. Known as the Shoreline Prolection Acl, the purpose of this Act is to preserve, protect, and Shoreline

restore the resources found in the coastal zone of Hawai'i, A special permit is required when land falls
wilhin the SMA boundaries determined by the CZM Program. This permit regulates zoning and
development plans to ensure compliance wilh CZM objeclives and SMA guidelines™.

Menagement Area

The Properties are located within the SMA.

)L Raady

Bog
ang
i S e -
FIGURE 8 SPECIAL MANAGEMENT AREA'
1 (State of Hawai'i) " (State of Hawai'i)
State of Hawai'i, Depariment of Land & Natural Resources, Land Division ’ Page 10
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Pagoda Hilo Bay, LLC {The Former Country Club Condominium Hotel)
Long Term Rental Projection

EXHIBIT C
Year 1 % Year 2 %

REVENUE
Rooms Income - 0.00% - 0.00%
Other Income 8,540 0.70% 9,260 0.74%
Rental Revenue » 1,209,480 99.30% 1,245,764 99.26%
TOTAL REVENUE 1,218,020 100.00% 1,255,024 100.00%
OPERATING EXPENSES
Rooms Expense 29,040 2.38% 29,040 2.31%
Other Expense 480 0.04% 520 0.04%
Rental Expense 137,938 11.32% 142,076 11.32%
TOTAL DEPARTMENT EXPENSE 167,458 13.75% 171,636 13.68%
DEPARTMENT PROFITS
Rooms {(29,040) -2.38% (29,040) -2.31%
Other 8,060 0.66% 8,740 0.70%
Rentais ’ 1,071,542 87.97% 1,103,689 87.94%
TOTAL DEPARTMENT PROFITS 1,050,562 86.25% 1,083,389 86.32%
UNDISTRIBUTED DEPARTMENTS
Administrative & General 121,250 9.95% 121,250 9.66%
Repairs & Maintenance 191,110 15.69% 207,180 16.51%
Utilities 354,800 29.13% 365,444 29.12%
TOTAL UNDISTRIBUTED DEPARTMENTS 667,160 54.77% 693,874 55.29%
GROSS OPERATING PROFIT 383,402 31.48% 389,515 31.04%
FINANCIAL EXPENSES
Lease Rent : 54,000 4.43% 54,000 4.30%
Lease Rent - Percentage - 0.00% - 0.00%
Real Property Tax 10,080 0.83% 10,382 0.83%
Insurance Expense 60,000 4.93% 61,800 4.92%
TOTAL FINANCIAL EXPENSES 124,080 9.96% 126,182 9.96%
INCOME BEFORE OWNERSHIP EXPENSES - 259,322 21.29% 263,332 20.98%
OWNERSHIP EXPENSES
Interest : 74,298 6.10% 72,715 5.79%
FF&E Reserve - 0.00% - 0.00%
Pre-Opening Expenditures 30,000 2.46% - 0.00%
Asset Management 26,431 2.17% 27,234 2.17%
TOTAL OWNERSHIP EXPENSES 130,729 10.73% 99,949 7.96%
NET INCOME 128,594 10.56% 163,383 13.02%
Debt Service - Principal Payments 30,929 2.54% 32,511 2.59%

NET CASH FLOW 97,665 8.02% 130,872 10.43%




Exhibit D
5-Year Plan
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Pagoda Hilo Bay, LLC (The Former Country Club Condominium Hotel)
Operational Phase - Transient Guests {60%)/Long Term Rental {40%)
Five Year Projection Starting in Lease Year 4

EXHIBITD

Year 4 % Year 5 % Year 6 % Year 7 % Year 8 %
REVENUE
Rooms income 2,119,560 72.26% 2,342,420 73.68% 2,522,550 74.58% 2,696,610 75.32% 2,846,040 75.81%
Other income 271,433 9.25% 279,580 8.79% 287,960 8.51% 296,600 8.28% 305,500 8.14%
Rental Revenue 542,160 18.48% 557,100 17.52% 571,860 16.91% 587,060 16.40% 602,710 16.05%
TOTAL REVENUE 2,933,153 100.00% 3,173,100 100.00% 3,382,370 100.00% 3,580,270 100.00% 3,754,250 100.00%
OPERATING EXPENSES
Rooms Expense 508,800 17.38% 545,271 17.15% 572,921 16.94% 604,442 16.88% 635,456 16.93%
Other Expense 5 2,030 0.07% 2,090 0.07% 2,150 0.06% 2,220 0.06% 2,280 0.06%
Rental Expense 57,139 1.95% 58,932 1.85% 62,496 1.85% 67,884 1.90% 75,150 2.00%
TOTAL DEPARTMENT EXPENSE 568,369 19.40% 606,293 19.07% 637,567 18.85% 674,546 18.84% 712,886 18.95%
DEPARTMENT PROFITS
Rooms 1,609,760 54.88% 1,797,149 56.53% 1,949,629 57.64% 2,092,168 58.44% 2,210,584 58.88%
Other 269,403 9.18% 277,490 8.73% 285,810 8.45% 294,380 8.22% 303,220 8.08%
Rentals 485,021 16.54% 498,168 15.67% 509,364 15.06% 519,176 14.50% 527,560 14.05%
TOTAL DEPARTMENT PROFITS 2,364,184 80.60% 2,572,807 80.93% 2,744,803 81.15% 2,905,724 81.16% 3,041,364 81.01%
UNDISTRIBUTED DEPARTMENTS
Administrative & General 252,380 8.60% 259,950 8.18% 267,750 7.92% 275,780 7.70% 284,060 7.57%
Sales & Marketing 133,574 4.55% 137,580 4.33% 141,710 4.19% 145,960 4.08% 150,340 4.00%
Repairs & Maintenance 169,520 5.78% 174,610 5.49% 179,840 5.32% 185,240 5.17% 190,800 5.08%
Utilities 292,350 9.97% 301,120 9.47% 310,150 9.17% 319,460 8.92% 328,040 8.76%
TOTAL UNDISTRIBUTED DEPARTMENTS 847,824 28.90% 873,260 27.47% 899,450 26.58% 926,440 25.88% 854,240 25.42%
GROSS OPERATING PROFIT 1,516,360 51.70% 1,699,547 53.46% 1,845,353 54.56% 1,879,284 55.28% 2,087,124 55.55%
FINANCIAL EXPENSES
Lease Rent -Base 96,000 3.27% 96,000 3.02% 96,000 2.84% 96,000 2.68% 96,000 2.56%
Lease Rent - Percentage 50,658 1.73% 62,955 1.98% 73,119 2.16% 83,014 2.32% 91,713 2.44%
Real Property Tax 10,080 0.34% 10,382 0.33% 10,694 0.32% 11,015 0.31% . 11,345 0.30%
Insurance Expense 60,000 2.05% 61,800 1.94% 63,650 1.88% 65,560 1.83% 67,530 1.80%
TOTAL FINANCIAL EXPENSES 216,738 7.39% 231,137 7.27% 243,463 7.20% 255,589 7.14% 266,588 7.10%
INCOME BEFORE OWNERSHIP EXPENSES 1,299,622 44,31% 1,A68,410 46.19% 1,601,851 47.36% 1,723,696 48.14% 1,820,537 48.49%
OWNERSHIP EXPENSES
Interest 594,381 20.26% 581,722 18.30% 568,415 16.81% 554,428 15.49% 539,725 14.38%
Asset Management 63,649 2.17% 68,986 2.37% 73,397 2.17% 77,692 2.17% 81,467 2.17%
TOTAL OWNERSHIP EXPENSES 658,030 22.43% 650,708 20.47% 641,812 18.98% 632,120 17.66% 621,192 16.55%
NET INCOME 641,593 21.87% 817,702 25.72% 960,078 28.38% 1,091,576 30.49% 1,199,345 31.95%
Lender Reserve - Capital Expenses 117,326 4.00% 127,164 4.00% 135,295 4,00% 143,211 4.00% 150,170 4.00%
Debt Service - Principal Payments 247,429 8.44% 260,088 8.18% 273,394 8.08% 287,382 8.03% 302,085 8.05%

NET CASH FLOW 394,164 13.44% 557,614 17.54% 686,684 20.30% 804,194 22.46% 897,260 23.90%




Exhibit E
Letter of Interest
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Exhibit F
Marketing Pi'oposal from
Lights On Digital
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2019 - 2020 Review

The Pagoda brand is well-known amongst kamaaina, predominantly for the Pagoda Hotel and
Floating Restaurant in Honolulu and the newer Pagoda Waikiki on Beach Walk. The former has
been a local institution since 1964; both the restaurant and hotel have faithfully served the Hawaii
market, offering venue space, good eats, hotel rooms, and of course, a spectacle of koi in the
65,000-gallon pond that sits on property. In 2019 we expanded the community-focused brand
from Oahu to Hawaii Island.

Marketing efforts 2019 into 2020 focused on brand visibility — driving consumers through the
upper sales funnel AWARENESS and INTEREST stages. While the Pagoda brand is well-known as a
Honolulu brand, we had to get word out that there was now a Pagoda option for travelers heading
to Hilo.

Marketing initiatives focused on brand awareness across the web, which would ultimately drive

quality traffic to our website (i.e. users with a high-propensity to book). These initiatives included:

* New website build (including analytics tracking, booking engine build, and implementation)

e Launched ADA compliant website

e Facilitated photoshoot and content creation

e Search engine optimization

e Established and optimized 3rd party content for maximum visibility (e.g. Google, Expedia,
TripAdvisor, Yelp, Social Media, AirBnb)

¢ Engaged proven advertising channels

* Implemented promotional e-newsletter sends




Current SWOT Analysis

Strengths

Pagoda brand equity, particularly amongst kamaaina
e Convenient location in Hilo, driving distance to
numerous outdoor attractions
e Affordable price point
°  Proximity to Hilo International Airport

-

Weaknesses

Rooms are not as updated compared to

competitor hotels

Not a nationally known hotel flag brand

~

_/

(

Opportunities

e Leverage brand to capture local demographic
* Leverage price point and location to target
budget travelers, backpackers, and outdoor
enthusiasts
e Leverage proximity to Hilo International Airport
K and Hawaii Volcanoes National Park

Threats

COVID-19 Pandemic and its affect on
travel and the economy

Competitor hotels and vacation rentals

in the surrounding area

\

J




2021 & Beyond

As we look to the future, we want to further establish the Pagoda Hilo Bay brand. Pagoda
Hilo Bay will continue to focus on the same tenants as its Oahu sister properties —
conveniently-located, clean, and comfortable accommodations for the price conscious
traveler. Given the bevy of world-class outdoor and cultural experiences unique to Hilo,
we will target specific key demographics.

Our marketing messaging and initiatives will focus on leveraging our key demand drivers -
proximity to Hilo’s local attractions and price point — as well as supplementary demand
drivers such as key holidays and local events. We will craft tailored offers that speak to
our target demographic, and promote these via paid advertising initiatives and e-
newsletter sends. In addition, proper merchandising of these offers on our website will
improve visibility and increase booking engine entrances.

Recovery from COVID by end of 2021 is likely and ADRs are expected to increase over
time. Increasing demand for accommodations in Hilo may be partially met by vacation
rentals which will require a broad spectrum of advertising presence beyond traditional
channels.

i
{4 PAGODA

- HILO BAY




Hilo ,

Located on the northeast side of Hawaii Island, Hilo offers culturally vibrant Hilo
Town, home to museums, art galleries, shops and restaurants. In addition, there are
a number of nearby state parks (Akaka Falls State Park and Wailuku River State
Park), waterfalls (Rainbow Falls and Peepee Falls), rainforests, and gardens
(Liliuokalani Gardens). Local events range from small reoccurring happenings, like
the Hilo Farmer’s market, to the annual Merrie Monarch festival which attracts
thousands each year.

Hilo is also home to Hilo International Airport and is a convenient stop thru on your
way to Hawaii Volcanoes National Park.




Differentiation

PROXIMITY TO HILO INTERNATIONAL AIRPORT

Pagoda Hilo Bay is located just 2.5 miles away from ITO. We will strategically target
travelers flying in/out of ITO on their way to Hawaii Volcanoes National Park and capture
pre- and post- stays. We will target this audience via updated marketing messages on our
website, e-newsletters, and paid advertising.

COMMUNITY EVENTS

As a kamaaina friendly brand, it is important that we support and highlight Hilo’s
community, music, and arts scene, whether small events like farmers’ markets or large
spectacles like the annual Merrie Monarch Festival. While many 2021 events are currently
TBD due to the pandemic, we will stay abreast of any updates in 2021 onward. Ensuring
that these community events flourish is key to preserving the culture and identity of Hilo.

PAGODA BRAND

The Pagoda brand recognition is strong and will continue to swell in coming years with the
expansion of Hilo and Waikiki properties. Marketing will leverage the brand visibility
already present within the kamaaina market.




Target Demographic

OUTDOOR ENTHUSAISTS

We will target travelers looking to explore the picturesque natural beauty and small-
town charm of Hilo. These travelers prioritize clean and comfortable
accommodations that serve as a ‘home base’ in the evenings. They do not require a
full-service hotel as they spend majority of their day outside of the property
enjoying the local offerings.

STOP-OVER TRAVELERS

Those looking to visit the Hawaii Volcanoes National Park will either fly into Hilo
International Airport or drive in from Kona. Properly promoting the must-see
attractions in the Hilo area will help us position the Hilo Town, and the hotel, as an
ideal pre- or post- stay on their way to or from the park.

KAMAAINA

The bread and butter of the Pagoda brand, kamaaina will also be a key market for
Pagoda Hilo Bay. An established Oahu presence should help the brand resonate for
those seeking local staycations and quick island-hop getaways to Hilo.
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Growth Management

REVENUE MANAGEMENT
Through proactive pricing strategies and rate yielding, we will be able to capitalize on high
demand periods and better prepare for low demand seasons.

WEBSITE PRESENCE

We will regularly review the overall performance and user experience on our direct websites
and make needed optimizations. Properly highlighting nearby attractions and events will be
key. The goal is to reduce bounce rate and increase booking engine entrances.

37 PARTY CONTENT REVIEWS & REFRESHES

It is imperative to maintain a consistent brand image across the web, namely 3 party and
referral sites. Ensuring that we effectively portray high-quality relevant information (both
visual and text) will help garner consumer trust and maximize visibility

PAID ADVERTISING

We will utilize a mix of high conversion paid channels to build brand awareness and drive
quality traffic to our website. We will regularly adjust bids and budget to maximize visibility
amongst our target market and account for seasonality.
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Advertising

BUDGET
Focusing on a 10:1 ROAS (return on ad spend) advertising budget should range
around $50,000 per year and spread evenly across upper, middle, and lower funnels.

BRAND AWARENESS

Using a variety of traditional media including radio and local publications to create a
consistent presence within the local kamaaina market. This should continue to be
closely evaluated for positive return.

ONLINE TRAVEL AGENTS (OTAs)
A great tool that is middle funnel allows us to capture interest and bookings on 3
party platforms.

META ADVERTISING
Considered middle to bottom of the funnel. Google, TripAdvisor, and others should
remain a prominent player in this space. These channels provide us an opportunity
to compete on price.

REMARKETING

Capturing potential bookers that were on the fence is an excellent tactic to further
encourage a booking conversion, whether by offering upgrades or value adds, or
simple deals, this tactic converts well.




2024 Relaunch

Renovation will afford Pagoda Hilo Bay several key advantages.

Updated rooms and hotel grounds will improve the overall visitor experience and
afford us a stronger value proposition. No longer having to rely so heavily on price
point to drive demand, Pagoda Hilo Bay will be able to command higher rates during
peak seasons, while being able to hold rates during shoulder periods.

A renovated product will also allow us to tap into new audiences. While the allure of
Hilo will always remain - adventure meets culturally-vibrant town - we will be able to
improve the quality of our guest (i.e. less price-point focused and more value
driven). This includes market segments that have been untapped to this point
including long stays, groups, and corporate business.

Overall, new market segments and improved ability to yield rates should allow us to
drive higher occupancy and average daily rate post renovation. A well-established
independent brand with advantageous location and strong community ties, Pagoda
Hilo Bay is poised to compete well in the Hilo market for years to come.
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