
 
   
 

   

   

      
   

   

 

 

 

  

      

           
          

            
          

 

         
            

   

     

 

      
          

STATE OF HAWAII 
DEPARTMENT OF LAND AND NATURAL RESOURCES 

Land Division 
Honolulu, Hawaii 96813 

March 8, 2024 

Board of Land and Natural Resources 
State of Hawaii 
Honolulu, Hawaii Oahu 

Consent to Sublease Grant of Non-Exclusive Easement S-5602, STC 
TWO LLC, Grantee, to DISH Wireless L.L.C., Sublessee, Kawailoa, 

Kailua, Koolaupoko, Oahu, Tax Map Key: (1) 4-2-098:Portion of 047. 

APPLICANT: 

STC TWO LLC, a Delaware Limited Liability Company, as Sublessor, to DISH 
Wireless L.L.C., a Colorado Limited Liability Company, as Sublessee. 

LEGAL REFERENCE: 

Section 171-36(a)(6), Hawaii Revised Statutes (HRS), as amended. 

"Revision to Sublease Rent Participation Policy" adopted by the Board of Land 
and Natural Resources (Board) on May 26, 2000, agenda item D-24, as 
amended on January 26, 2001, under agenda item D-8, and August 24, 2012, 
under agenda item D-13. (Attached and labeled as Exhibit A) 

LOCATION: 

Portion of Government lands of Kawailoa, situated at Kailua, Koolaupoko, Oahu, 
identified by Tax Map Key: (1) 4-2-098:Portion of 047, as shown on the attached 
map labeled Exhibit B. 

EASEMENT AREA: 

465 square feet, more or less. 

TRUST LAND STATUS: 

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



          
   

  

   

   

    

  

            
          

      

 

          

 

   

   

   

          

   

          
            

           
         

         
        

           
         

             
          

  

BLNR - Consent to Sublease Page 2 March 8, 2024 
GL No. S-5602 

EASEMENT CHARACTER OF USE: 

Wireless Communications Antenna and Communications Facilities purposes. 

SUBLEASE CHARACTER OF USE: 

Wireless Communications Antenna and Communications Facilities purposes. 

TERM OF EASEMENT: 

35 years, commencing on November 1, 1998 and expiring on October 31, 2033. 
Last rental reopening occurred on November 1, 2018; next and last rental 
reopening is scheduled for November 1, 2028. 

TERM OF SUBLEASE: 

10 years, commencing on August 1, 2023 and expiring on July 31, 2033. 

ANNUAL EASEMENT RENTAL: 

$26,600.00, due semi-annually. 

ANNUAL SUBLEASE RENTAL: 

$19,200.00. 

RECOMMENDED ADJUSTMENT TO LEASE RENTAL: 

Additional rent of 30% of the gross revenues received from the sublease. 

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 reviewed and 
concurred on by the Environmental Council on November 10, 2020, the subject 
request is exempt from the preparation of an environmental assessment 
pursuant Exemption Type 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.” 
The proposed dispositions are de minimis actions that will probably have minimal 
or no significant effect on the environment and should be declared exempt from 
the preparation of an environmental assessment and the requirements of § 11-
200.1-17, HAR 

https://19,200.00
https://26,600.00
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GL No. S-5602 

DCCA VERIFICATION: 

SUBLESSOR: 
Place of business registration confirmed: YES 
Registered business name confirmed: YES 
Good standing confirmed: YES 

SUBLESSEE: 
Place of business registration confirmed: YES 
Registered business name confirmed: YES 
Good standing confirmed: YES 

BACKGROUND: 

July 24, 1988 (Agenda Item D-20): The Board of Land and Natural Resources 
(“Board”) approved the issuance of a Non-Exclusive Easement to Primeco 
Personal Communications, L.P. over land that is a portion of Governor’s 
Executive Order No. 1277 for corporation yard purposes issued to the City and 
County of Honolulu (“C&C”). At the time, the C&C approved the requested 
disposition which would work in conjunction with the replacement of an existing 
pole used for the civil defense sirens. Both the applicant’s antenna and the civil 
defense sirens would occupy the new pole installed by the applicant. 

February 12, 1999 (Agenda Item D-8): Board amended previous board action 
resulting from the notification from Primeco that Sprintcom., Inc. (“Sprint”) had 
purchased all of Primeco’s interest and requested the easement be issued to 
Sprint. 

March 15, 2001: Grant of Non-Exclusive Easement S-5602 (“GL5602”) was 
issued to Sprint for a term of 20 years commencing November 1, 1998, to and 
including October 31, 2018. 

May 13, 2010 (Agenda Item D-16): Board authorized 1) consent to the 
assignment from Sprintcom, Inc. to STC TWO LLC and 2) amendment of the 
easement area and term. An additional 250 square feet was requested by STC 
TWO LLC for the installation of two new cabinets to house additional equipment 
serving the communication tower and added 15 years to the easement term, 
amending the expiration dated to October 31, 2033, to recapture the cost of the 
improvements being spent for the easement area. 
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REMARKS: 

Pursuant to the "Revision to Sublease Rent Participation Policy" (“Policy”) 
adopted by the Board at its meeting of May 26, 2000, agenda item D-24, the 
Board authorized the Chairperson to consent to subleases where no sandwich 
profits exist in two situations: 1) the lease has no provision which allows for 
sandwich profits or 2) the sublease involves improved property and according to 
this policy, the State is not entitled to any sandwich profits. 

The Policy was amended at the Board meeting of January 26, 2001, under 
agenda item D-8 where it was decided that the Policy shall apply to leases under 
the direct management of the Land Division. In addition, the Board also 
amended the staff recommendation by stating that “… the following formulae 
generally reflect the intent of the Board regarding the calculation of sublease 
sandwich profit and shall serve as guidelines (emphasis added) in such 
calculation. The Board authorizes staff to use their discretion in representing the 
State’s interest in applying these formulae to address the varying subleasing 
arrangements that may not fit neatly into the formulae”. 

The Policy was further refined or elaborated at the meeting of August 24, 2012, 
under agenda item D-14. Specifically, the Policy determined that “… 
participation in sublease rents is warranted considering the age of the 
improvements (including but not limited to the extent to which the improvements 
have been depreciated or amortized), lessee’s expenditure to maintain the same 
in relation to the sublease revenues, and the extent to which the lessee actually 
occupies and uses the lease premises for its own business.” 

Full text of the above-mentioned submittals can be found in Exhibit A. 

According to the Board submittal in 2010 when the grantee STC TWO LLC (STC 
TWO) requested the amendment, STC TWO was planning to install more 
improvements at the location. Fourteen (14) years later in 2024, staff could 
imagine the entire improvement cost would have been substantially, if not 
entirely1. 

In precedent cases involving telecom facility where subleases were created, the 
Board authorized the amendment of the relevant leases by asking for a share in 
the gross revenues of the leases in the rate of 30%, 40%, and 50% for the first, 
second, and third and beyond subleases respectively.2 

1 Applicant’s representative did not have any information pertaining to the total improvement cost back or amortized 
cost 14 years ago. 
2 October 24, 2014, Item D-9. 
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Staff is requesting the Board’s approval of the consent to sublease under Grant 
of Easement No. S-5602, requiring the additional rent of 30% of the gross 
revenues received from the sublease. 

By its application STC TWO through its parent company, Crown Castle, 
requested a consent to sublease to DISH Wireless L.L.C. (“sublessee”) for an 
initial term of 5 years. Review of the sublease document attached showed that 
the initial term was 10 years with 5 renewals at 5 years each. STC TWO’s agent 
was informed of the difference of the initial term and that the lease had only 10 
years remaining. 

Upon approval of the consent to sublease, the sublessee will be adding at their 
own expense an antenna to the existing monopole and install new wireless 
equipment on the ground within the existing lease premises and will not alter the 
character of use. A recent site inspection shows that the Lessee is maintaining 
the premises (see EXHIBIT C) and was informed that prior to any 
construction/installation of improvements will require review and approval by our 
office. 

RECOMMENDATION: 

That the Land Board: 

1. Declare that, after considering the potential effects of the proposed 
disposition as provided by Chapter 343, HRS, and Chapter 11-200.1-15, 
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 as a de minimis action. 

2. Consent to the sublease under Grant of Easement No. S-5602 between 
STC TWO L.L.C, as Sublessor, and DISH Wireless L.L.C., as Sublessee, 
subject to any applicable conditions cited above which are by this 
reference incorporated herein and further subject to the following terms 
and conditions: 

a. The Lessee shall submit construction plans of the Sublessee’s 
improvements to the Land Division for the Chairperson’s approval 
prior to constructing any improvements on the demised premises; 

b. Require additional rent of 30% of the gross revenues received from 
the sublease; 

c. The standard terms and conditions of the most current consent to 
sublease form, as may be amended from time to time; 



      
  

       

     
       

  
 

    RT 
__________________________ 

BLNR - Consent to Sublease Page 6 March 8, 2024 
GL No. S-5602 

d. Review and approval by the Department of the Attorney General; 
and 

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

Respectfully Submitted, 

______________________________ 
Patti E. Miyashiro 
Land Agent 

APPROVED/DENIED: 

Dawn N. S. Chang, Chairperson 



          
   

 

 

  

acT:ATE OF HAWAlI 
DBP·AR'i'MBNT Oli' LAND AND NATURAL RESOURCES 

Land Division 
Honolulu, HawaliJ. $16813 

Ja.n.ua:ry 2,6 , 2 00 l 

Board of Land and Natural Resou:rce.s 
S·lui.te of Hawai i 

/J--'d 

Honol ul u, Ua:wa.L St;atewidlil 

RESOBMI'ITAL: Amendment to tlle :Sub eai,ae Rent Part i cipation 
l?olicy 

BACKGROUND·: 

On M y 26, 2 ooo , \.lll,de:r ,.genda item n -.2,4, the Soard o Land and 
Natura l Resource.s ( i•Bmn:.011· ) approved the "Revision t o, Sublease Rent 
1;1articip •tion Pol icy,; (reter to EXhibit A) . 'l"he policy was sta.ted a:!,! 
foll ows i 

"Th e ollowing pol i .oy sha 'l apply to leases ll.nd@r th@ direct 
managemeti t . of the Land Divi!:! i O:n. · 

1) :!l'or unimproved l ands , the Board shall reivise the r ent to 
.incl nde as addition.al rent, 5,0 Ii of that: port ion o th.e 
subl@a.a,@ rent in excess of ·the origin~l ground rent. paid t o 
·t::he State . 

• n :Fo:r: iw.proved lands , t;he Board shall. not :receive. any port i o,p 
of auhle1tae rents ohtained from subl easing improved ,spa(H!, ~ 
un leaa t ,at right. and method of c:al.cul,a.t i on a.re sp~ciucally 
stated in the lease . 

Recently, sta · haa come across at situat i on which t his subl@ase 
policy does not addres.s. The non -profi·t Waimana.lo Teen Proj ect was 
issued general lease s- 5 4 6"8 under sect i on. 1 '71 - 43 .1, HRS , and i-ecei ve,d 
nominal · .rent (25,ft of fair market) at $317 per year ,(see Exhi bit B for 
oalc:ml ati.on )•. Somet.ime in mi d -199~ ,, the Waimanalo Teen Project 
reques ted tha t they be able to sublet part of the i r b uilding t -o C',astle 
Medica.l center. 

On July 9, 1 .9951, under ..igendil!i i tem 0 - 1 6 , th Board appi:oved and 
a.m@nded staff• s l'.'@COl!llffl@ndation to amend General I.ea.s e S - 5,468 by 
al l OW'in,g or subleasing unde · the l ease . Tbe Board .anu;md@d sta.f f • s 
recm,'mnendati-on by deleting the consent 1;0 subl ease wi th cai.atle Medi cal 
0 8iD.t €!\r dlu-@ to ooncern.i;; r-€!9arding t:hi!c ca l cu l ,a.t ion of t.he subl ease 
sandwich amount and the issue of w1le tber c·astle Medi cal Ce n t.er was o1 
or- profit operation ci r curnv~tin g the publ ic aucti-on proce.ss .. 

Based en staff I s addr€!ssing of th@.s-ti con~erns, t he Board 

I TEM .D .. 8 

BLNR - Consent to Sublease Page 7 March 8, 2024 
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BLNR - Amendment to Sublease Pagec 2 J anuary 26, 2001 
Rent Participation Policy 

consented to the subl ea$e between Waimanalo Teen Project and Castle 
Medical Center on November 19, 1999 under agenda item D-27. Item 4 of 
the recommendation was amended as follows: 

"I nc~ease of the annual rental by the amount of the annua l 
Sandwi ch rental profit as cal culated by the staff appraiser, 
subject to adjustment upon renegotiation of the sublease or 
reopening of General Lease S-54.68, or change in the policy." 

Regarding the added language, Board meeting minutes r@.veal t hat 
thene had been concern about a diecrepancy in the sandwich rental 
calculations . The Administrator s uggested deferring this item until a 
Board briefing to discuss a revision to the sublease policy could be 
conducted. The Waimanalo Teen Project accepted the rent as calcul ated 
and indicated a need to get castle Medical Center onto the property. 
In reaponae, the Board approved the consent to $\lblease and added that 
the consent would be subject to any future change in the sublease 
policy, 

Based on thi s situat i on, staff is recommending changes to the 
Subl ease Rent Participation Pol icy in this submittal. (This submittal 
was deferred by the Board on De cember 15, 2000 t.o allow the new 
Chairperson and Soard Member Mccrory the opportuni ty to convnent on 
th1s matter.) 

REMARKS , 

When the Revision to Sublease Rent Participation Pol icy was 
drafted, staff did not account for the situat i on where a non-profit 
pays less than fair market rent. As such~ staff d i d not address the 
public policy quest ion of whether a non-profit, whi ch is being 
subsidized by the State through nominal rent, should be subj ect to the 
same sublease policy provisions as l essees who are paying fair market ~ 
rent. 

Upon di scussion among sta.ff, i ncluding the s t aff appraiser, we 
bel ieve that the subl ease policy, as approved, should not apply to any 
lessee who is paying less than fair market rent . In this case1 the 
lessee is receivi ng a State subsidy and shoul d not be allowed to 
sol ely benefit from subleasing the State property without 
participation by the State, even where the improvements constructed by 
the lessee are being subleased rather than raw land. 

Further, staff noticed that t he approved subl ease policy stated 
11 for improved l ands , the Board shall not receive any portion of 
sublease rents obtained from subl easing improved space unless that 
r i ght and method of calculation are specifical ly stated i n the l ease. 11 

This provision was based on the premise that the lessee constructed 
the improvement s and assumed the risk and therefore should sol.ely 
benefit from any subl easing arrangements . Staff would l ike to clarify 
where the State owns the irnprOvem~ts (i.e., the lessee assumed no 
risk), then t he lease rent woulcf be revised, to i.ncl ude •as additional 
rent, 50% of that porti On of the subl e~se rent in '"excess of C'he · · 
original ground rent. 

BLNR - Consent to Sublease Page 8 March 8, 2024 
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BLNR - Amendment to Sublease 
Rent Participation Policy 

RECOMMENDATION: 

Page 3 January 26, 2001 

That the Board amend the Revision to Sublease Rent Participation 
Policy approved by the Board on May 26, 2000, under agenda item D- 24, 
by: 

A. Amending paragraph 2) of t he Recommendation section by replacing 
the entire "Pol icy" statement to read as fol l ows: 

• Policy 
This pol icy shall apply to leases under the direct management of / 
the Land Divisio~ ~. v 
l. For l essees payi ng fair market rent : 

a. If the lessee subleases uni mproved l ands, the Board 
shall revise the rent to include as additional rent, 
so, of that portion of t he sublease rent in excess of 
the original ground rent paid to the state. The 
following cal culat ion shall be used, 

Annual Sublease Ground Rent 
LBSS: General Excise Tax 
Net Annual Sublease Ground Rent 
LESS : Annual Ground Rent 
Additional Annual Rent 
MULTIPLIED by 501 

Additional Annual Rent Due DLNR 

$ 
$ ( 
$ 
$ ( 

$ 

$ 
X .50 

b. If the lessee subleases improvements owned by the 
State, the Board sha l l revise the rent to include as 
additional rent, so% of that portion of the sublease· 
rent in excess of the original ground rent paid to t~e 
State. The fol lowing cal culation shall be used: ;· 

Annual Sublease Income 
LESS: General Excise Tax 
Net Annual Sublease Income 
LESS: Allowances 

Management and va.cancy loss (eff. 
Repair and mai ntenanca 
Real pr operty tax 
I nsurance 
Ground l ease rent 

Additional Annual Income 
MULTIPLIED by 50\ 

Additional Annual Rent Due DLNR 

$( 
$ 
$( 

i nc. x %) 

$ 
X 

$ 

$ 
) 

.so 

c. If the l essee subleases improvernents not owned by .. the 
State, the Board s1"al l . not receive any portion_of 
sublease rents :from subleaSJng improved space t,m.les-s 
that r i ght and method of calculation are specifically 
state i n the lease. 

BLNR - Consent to Sublease Page 9 March 8, 2024 
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BUNR - Amendment to Sublease 
Rent Parti cipation Policy 

Page 4 January 26, 2001 

2. For lessees paying any amount less than f a ir market renti 

a. If t he lessee subl eases UDimproved l ands, t.he Board 
shall revi se the rent to include as additional rent , 
SO\ of that portion of the sublease rent in excess of 
the ori ginal ground rent paid t o the State . The 
calculation delineated i n l.a . above shall be u sed . 

b. If the lessee subleases improvements owned by the 
state, the Boar~ ihall revise the rent to include as 
additional rent,ltJli!.S',i of that portion of the sublease 
rent in excess of the 9r i g inal,9rowid rent paid to the 
State. The calculation delineated in 1.b. above s hall 
be us ed. 

c . I f the lessee subleases i:mprovements not owned by the 
state, the Board shal l re'vise the rent to include a s 
additional rent, 50% of that portion of the sublease 
rant i n excess of the original ground rent pai d to the 
s t ate. The following calculation shall be used: 

Annual Sublease Income 
LESS: Genera l Exc ise Tax 
Net Annua l Sublease Income 
LBSS , All owances 

Management and vacancy l oss (~ff . i nc . 
Investment return {tota l invest. X %) 
Repair and maintenance 
Real property tax 
I nsurance 
Ground lease rent 

Additional Annual Income 
MULTIPLIED by 50\ 

Addi tional Annual Rent Due DLNR 

$ ( 
$ 
$ ( 
X tl 

$ 
X 

$ 

B. Deleting paragr aph 4) of ~he Recommendat ion sect iori i n its 
entirety. 

$ 
) 

. 50 

C. The remaining approved recommendations of agenda i tem Ow24 shall 
remain in effect. 

Respectful l y Submitted, 

~~ 
DIERDRE s . MAMHA, Asst Administr~or 

8. Approved as Amended.- The staff recommendation was amended to read as 
follows: 

This policy shall apply to leases und~r lhe direct management of the Land 
Division. Furthermore, tire following formultu generally reflect the intent of 
tire Board regarding the calculation of sublease sandwich profd and shall serve 
as guidelines in such calcu/4tion. Tire Board aUJhorizes staff to use their 
discreJion in representing tire State's interest In applying these formulae to 
address the varying subleasing arrangements that may IUJI fit neatly into the 
formulae. 

Condition 2 .b . was also amended by changing" ... [50%) to JOO¾ oflhat portion 
of lhe sublease rent ... " 

BLNR - Consent to Sublease Page 10 March 8, 2024 
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STATE OF HAWAII 
Department of l and and Natu ral Resources 

land Division 
Honolulu, Hawaii 96813 

May 26, 2000 

Board of Land & Natural Resources 
State of Hawaii 
Honolulu, Hawaii STATEWIDE 

Subject: RESUBMITTAL- REVISION TO SUBLEASE RENT PARTICIPATION 
POLICY 

Background 

Chapter 171-36(8) (6), 1998 Hawaii Revised Statutes states: 

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

1 

including the percentage rent, if applicable, and provided that the rent may net 
be revised downward;' 

On July 9, 1982, under agenda item F-9, the Land Board approved staffs 
recommendation to adopt a sublease evaluation policy. As stated in this 
submittal, staff recommended the Board formally adopt the tonnat and procedure 
used to detennlne the amount of sandwich profit which was first developed and 
util ized in 1968. The rationale behind the policy was that the State should not 
allow anyone to make sandwich profits from the use of State owned property. As 
stated, the purpose of this policy was '1o prevent speculation and to prevent the 
sublessor from becoming the predominant landlord." The policy also recogn ized 
the lessee's right to receive a fair return on his investment. Presently, sandwich 
profits are estimated using the computation sheet identified as Exhibit A On the 
computation sheet, the ground rent and that portion of the rent attributable to the 
lessee's investment are subtracted from the sublease income to determine what 
rent, if any, is d ue DLNR. 

EXHIBIT A 
ITEM D-24 

BLNR - Consent to Sublease Page 11 March 8, 2024 
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SLNR ... Revision to Subl.ea$& Policy Page 2 April 14, 2000 

Problem Definition 

In light of the changed economic environment in Which we operate - in 
particular, the dramatic decline in property values since the Japanese bubble 
burst in or about 1990 - staff revisited the Sublease Evaluation Pol icy. In 
evaluating the appropriateness of current policies, staff examined appraisal
related policies, including the sublease rent participation policy. Staff identified 
the following concerns regarding this policy and accompanying worksheet: 

Fairness to Lessees: The current sublease evaluation policy may be unfair to 
the lessee because it assigns 100% of the sandwich profit to DLNR even though 
it is the lessee who assumes the risk. 

Reduced Marketability: DLNR ground leases may not be as marketable 
because of the sublease evaluation policy. This may be particular1y true in 
today's depressed economy or When a business sawy lessee is involved. 

Lack of Clarity: The current worksheet is open to considerable interpretation 
and difficult to support. 

Cost/Benefit of Implementation: The additional income received may not 
justify the time spent calculating and applying sandwich profits. For example, 
one industrial lease may have several subleases with terms of one year or less. 
Each lime these subleases are extended and/or the rents changed, staff must 
re-evaluate the rents for sandwich profits. Because the law requires that we 
revise the lessee's rent based on the sublease rent, staff ends up continually 
changing the lessee's rent based on the sandwich profits determined. 

Analysis 

Staff's concern is the current worksheet may be too harsh on lessees who 
essentially act as entrepreneurs and assume much of the risk. This concern was 
addressed in a January B, 1987 study done by Ming Chew Associates for the 
Department of Hawaiian Home Lands (DHHL). The study noted that ·many 
lessees felt that having entered into the original lease In good faith at a set 
rental, it was unfair to change the rental terms of the lease during "mid-stream" 
will, rental adju~tments that wero neither diS<:ussed nor agreed to during thA 
initial signing of the lease." 

t 
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BLNR - Revision to Sublease Policy Page3 April 14, 2000 

The DHHL study also indicated the attempt to prevent speculation Is based on 
the wrong circumstance (the sublease). If the intent is to have lease rents keep 
up with increases in land value, then the tease should be modified to consider 
step up rents, percentage rents, rent adjustments based on the CPI, and/or 
shorter reopening periods. The report stated that in the private sector, most 
lessors do not participate in sublease rents. 

On December 9, 1999, staff conducted a briefing to provide background on the 
relevant Issues of the sublease policy and to explore the Board's views and 
opinions on different alternatives for the policy. 

At this Board briefing, the following issues were discussed: 

1) The Board questioned whether other large land owners participated in 
sublease rents and requested that staff expand its survey of other 
large land owners. 

2) The Board agreed that a 50% split was more reasonable but 
questioned the policy's cost/benefit. 

Following this Board briefing, staff surveyed large Hawaii landowners and 
found the following: 

Campbell Estate: The estate may take 50% of a sandvvich when vacant 
land is concerned. Once the site is improved, Campbell does not directly 
participate In sandwich rents. 

f 
Bishop Estate: Bishop may also take 50% of a sandwich when vacant land q; 
subleased; however, when a vacant parcel is leased Bishop typically knows! 
what is planned and accounts for this via percentage rent. step-ups, etc. FiRdlng 
that one of their lessees has created an unexpected sandwich position is rare. 
Bishop stated that either the lease prohibits such a sandwich or the lessee is 
being forced to sublease due to difficult economic conditions, hence a sandwich 
position is unlikely, Bishop would not rule out participating in sandwich rents 
should one ever exist. 

Kaneohe Ranch: Kaneohe Ranch does not directly participate in sandwich 
rents. Like Bishop, Kaneohe Ranch typically knows what is planned at the start 
of a lease and does not expect to find unauthorized sandwich positions on its 
property. 

BLNR - Consent to Sublease Page 13 March 8, 2024 
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BLNR - Revision to Sublease POIJCY Page4 April 14, 2000 

Department of Hawaijan Home-Lands: DHHL collects sandwich rents on both 
vacant and improved s~es. The department revises the rent based on 50% of 
the amount by which the sublease rent exceeds the original rent for that portion 
of the property. DHHL estimates it receives less than $5,000 per year in 

sandwich rents. 

Damon Estate: The Damon Estate does not participate In sandwich rents and 
does not condemn a lessee when one is created. They have no unimproved 

lands. 

Robinson Estate: The Robinson Estate also does not participate in sandwich 
rents nor does it discourage a lessee from creating a sandwich position. They 
stated that in fact, much of their lands got developed because sandwich 
positions on vacant land were permitted. The estate deals only with ground 

leases. 

Based on these findings, staff recommends revisions to the Sublease 
Evaluation Policy presented at the De<:ember 9, 1999 Board briefing to ensure 
fairness in our dealings w ith lessees and increase the marketability of our 

leases. 

Staff now believes that when a lessee improves a vacant site and 
subsequently subleases Improved space, the State should not oarticipate in 
sandwich profits obtained from subleasing that space. Staff recognizes that 
it is the lessee who has the vision and assumes the risk, and it is the lessee 

who should benefit. 

Staff also believes sublease rent participation should apply when vacant 
land is leased and subsequent ly subleased. Staff suggests that when : 
vacant land is subleased the rent paid to the State should be revised to 
include as additional rent, 50% of that portion of the sublease rent in excess 
of the rent paid to the State. This leaves the lessee with some economic 
incentive and allows the State to participate in sandwich profits. This 
should also help discourage lessees from overtly speculatlng with State 
land. The Sublease Participatlon Worksheet, examples of rent due and rent 
loss are attached as Exhibits C and D. Note the only expense is G.E. tax 
(4%) on the sublease rent received, which the sublessor is required to pay. 

Staff notes that we are requesting the Board delegate its authority to the 
Chairperson when sandwich profits do not exist due to: 1) application of the 
new, recommended policy or; 2) the absence of a sandwich provision in the 
lease. This request is made to streamline the consent to sublease process. 
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Policy ; 

The following policy shall apply to leases under the direct management of 
the Land Division. 

1} For unimproved lands, the Board shall revise the rent to Include as 
additional rent, 50% of that portion of the sublease rent in excess of the 
original ground rent paid to the State. 

2} For improved lands, the Board shall not receive any portion of sublease 
rents obtained from subleasing improved space unless that right and 
method of calculation are specifically stated in the lease. 

The Revision to Sublease Rent Participation Policy dated April 28, 2000 was deferred 
due to concerns the Board had regarding the Sublease Participation Worksheet. The 
Board questioned the worksheet's clarity and was partlcularly concerned about 
deductions for property taxes and miscellaneous allowances. Upon review, staff 
determined these and all other deductions, with the exception of G.E. tax, should not 
be included. The revised Sublease Participation Worksheet identi fied as Exhibits B 
eliminated these deductions and simplified the line Item descriptions. 
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BLNR - Revision to Sublease Policy 

Recommendation: That the Board: 

Page6 April 14, 2000 

1) Rescind its prior Board action of July 9, 1982, under agenda item F-9, 
including the computation worksheet identified as Exhibit A . 

2) Approve the above stated policy. 

3) Authorize the Chairperson to consent to a sublease when no 
sandwich profit exists because: 1) the tease has no provision which 
allows for sandwich profits or 2) the sublease involves improved 
property and according to the above stated policy, the State is not 
entitled to a sandwich profit; subject to t he review and approval of 
the Department of the Attorney General. 

41 Approve the revised Sublease Participation Wor1<sheet Identified as 
Exhibit B. 

Respectfully submitted, 

<eCn}imin L. Marx Ill, Staff Appraiser 

i 
Approved for Submittal: 

~~ 
f: 
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EXHIBIT A 

Format 

COMPUTATION SHEET 

. General Leaae No. s-__ , __ ..,.,,,,..,-,,..---' Sublessor, sublease to 
sublassaa 

Grosa Annual Sublease Income 
Less 41 .tax 

Effective Income 

Less Allowances, 

Management, and vacancy loss 
(Eff. Inc . x ,1 

Investment return 
(Total Inv. X I) 

Other operating e xpanses paid 
by sublessor such aa ·rea,l 
property tax, insurance premium, 
painting, repair and maintenance, 
etc. 

Reserves for Replacements 

General Lease No. s-_ rental 

Total Allowances: 

SANDWICH PROFIT: 

$ 

•$ 

$ 
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Exhibit B SUBLEASE PARTICIPATION WORKSHEET 
1ANP QNLY 

General Lease No. 
Lessee: 
Locati-on: 
Tax Map Key: 
Land Area (sf): 
Annual Ground Rent: 

CALClH AitONS· 
Amual Sublease Ground Rent 
LESS: G.E. tax 
Net Amual Sublease Ground Rent: 
LESS: Annual Ground Rent 

Additional Annual Rent 
Additional Amual Rent Due DLNR (50%1 

xxxx 
xxxx 
xxxx 
xxxx 

0 
$0 

$0 
ll 

$0 
ll 

$0 
$0 

,, ., 
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Exhibit C SUBLEASE PABTICIPATIPN WORKSHEET 
LANP ONLY 

General Lease No. 
Lessee: 
Location: 
Tax Map Key : 
Lar\d Area (sf): 
Annual Ground Rent: 

CAI Clll AJIONS: 
Annual Sublease Ground Rent 
LESS: G ,E. tax 
Net Annual Sublease Ground Rent: 
LESS: Annual Ground Rem 

Additional Annual Rent 
Addhlonal Annual Rent Due DLNR {60%) 

S•XXXX 

John Doe 
Honolulu, Hawaii 
(1) x~x .. xx:xx 

20,000 
$5,000 

$10,000 
~ 

$9,600 
li.llQll 

$4,600 
$2,300 
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Exhibit 0 SUBLEASE PARTICIPATION WORKSHEET 
LANQ ONLY 

General Lease No. 
Lessee: 
Location: 
Tax Map Key: 
Land Area (s1): 

Annual Ground Rent: 

CALClJl ATfQNS· 
Annual Sublease Ground Rent 
LESS: G.E. tax 
Net AMual Sublease Ground Rent: 
LESS: Annual Ground Rent 

Additional Annual Rent 
Additional Annual Rent Due DLNR 160%1 

S-xxxx 
John Doe 
Honolulu, Hawsii 
111 x-x-xx:xx 

20,000 
$10,000 

$10,000 

.iCP 
$9,600 
m.CIQQ 

1$400) 
$0 
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VALUE ESTIMATE 

REVOCABI.E PEIIMIT NO. S-5870 (LOT B of TMl<: 4-1-09-01) 

TOTAL I.\ND AllEA: 

Adjustment: Leea: Open Stream Ditch 

Net Ar@a 

• 

10 .8930 Acre,. 

0.0953 Ac re 

10. 7977 Acroa 

1. Total value of banana crop product, for Oahu 

in 1990 • $1,489,000 (1~/12/90 Value Date) 

2. Total acreage devoted to banana crop product• 

for Oahu in 1990 • 485 acres 

$3,070.10 p~r acre per y~r 
THUS: $1,489,000 + 485 • 

$3,070.10 X 3,5% • 

ROU!IDED • 

$ 107.45 per acre per annum leaae re.ntal 

$ 107.00 per acre per annua 

VALUATION: 

Total Nee 1,.ond Acrus 10.7977 acs. 9 $107.00 p/acre 

(FA lR MARKET ANN1JAL 11ENTAL) 

Adjustae.nt, : 

Penaitted use of land for multi

comPunity facilit7 use, 

TOTAL PAIR MARlCET LEAS! REIITAL PER ANNUM 

SPECIAL DISCOUNT (Sea Attached Board Approval) 

Hinlllua annual rent which 1.a 20% of the carket 

annual rental and SZ management foe which 11 

S% of the annual market rental) 

ADJUSTED PAIR HARJ<ET LEASE RENTAL PER ANNUM 

+10% 

ROUNDED 

FINAL ESTIMATE 

$317.00 

ANIIUAL LEASE Rl'll'UL 

DAT! OF VALUE: Octobor 12, 1990 

-
• 

-

$1, 155.35 

$1,270.88 

.2S 

$ 317 . 72 

$ 317.00 

EXHIBIT 8 
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Furthermore, the following formulae generally reflect the intent 
of the Board regarding the calculati on of sublease sandwich 
profit and shall serve as guidelines i n such calculation . The 
Board authorizes staff to use their discretion in represent ing 
the State's interest in applying these formulae to address the 
varyi ng subleasing arrangements that may not f i t neatly into the 
formulae. 
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tncnd tnform tion 

\T:10 . 

111m s1c JWo ur, 

JIJE.Jtiron,dliTI'QCi 

I' lk {I J 4-1-09, :11:17 

fU5fAI : I Nf1 I RM±\ l!i IN 

JTEM NlA 

Re,;1 

killihtv lmur;m~c 

Pin, h1,ura1U:ll' .h 

Ooml j "urcty J 

-
ITEM "J/A 

f;u blcaJcJ 1i 

I 1ng,~•~1n-en1~ 

D ..... n.;,._..,. 

CIJnr.,c~ nf ll~!.' 

1:11., 11f II u·,nf1i 
Ill r:Ri 1 _.n d Di-.ri,;in,n 

I SPE· no ' R ~POR 
m.rne.1'Cla I , ndt1 tr,al/Ri!t!c11·rJOll1~r us..iai 

CU RRENT= 
COMl'LIANC!c 

X 

:',,. 

COM PLI.AN·CE 

X 

'\/ 

" 

DEFAULT = 

'ii 'ir,; lc:ss m11ni~o!ion 
rnrnft~r of lJ ~• aD!>-OO\I m 11jcruloo fac llitk' 

Pa11i M • 

~-~ 1 !I ti Pnrl•m1 0 , 

l...aBcl Ad'111i111£1n1or: -""--------~ 
I 

l-l1um~ Phanc: 

1-':n: 

NON-00~ I PUA. NCF. (:OMMF."'TS 

l,"J ,W0.00 

NON{'OMl'LI ANCE COMMENTS 

I 
C<11111mu1>kal1,,.,, r-a,;:il ,1:,¥ 
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S1.att orHawal'I 
l)t,NR.1 1,.am1 l)h•isi(ln 

Field lnspecticm Wc.,rk5hccf 
Com1ntrdaVlndus.trial/Rts0r1/0lber Buslnttt 

FlLE REY! F.\V 

, . . LICF.NSf..S/P F.RMITS/CONSENTS 
OU'lR Approval Docs in File 

ITF.M NIA YES NO COM'M'f'.NTSJNOTES,'LISTS 
Subletting X anadt copy of list or map if applicable 

ln1p1ovc1ncn1 Coostruc1io1l X note dead I ines for % oomplttio:i 
8uil,dings 

lmp,rovcmcnl QmS(n1c1ion X n()Ce dt~line, for% c<>ropltdQtl 
Odm sttucturcsfmjsc. 

F(El.O INSP RCTION 

SA TISF'ACTORY? 
ITF.M NfA YF.S NO COMMF.NTSJNOTES 

SUBLtASF.S 
Cornicnl~ 2nnn:wtd X 

Use lldhercs to Jta:st- ou-••se X 
IMPR.OV£MF..NTS X Per ttnanl's 1e,pttsentalives, (ut\ltt plans fot str~ure 

Uuildrn~Cjl;jder,ct,i: n)l)r will be fo: ii.$ rtmO\'al and repl t1.-c:td wich iJU.!:allation 

paint X 
of eq11ipmeo1 on el(~ting concrc1c pad 11nd rcn«d 
similar10 Easement 0 . Tenant is aware that prior t◊ a 
<:Ol.'l~ruc:d0tlll1\s.1allation ofimprovc,ucnis wlll ri!q11irt 

e,ltl« iot X review and :1pprovaJ by our otricc. 
PrclimiMI')' pli.ns h1ive been l't'OCived for review !QC' 

imuior X future U\Sltlla1ioo of cquipmtt1t/anttl'll'la. 

~CfflttS: roads X 

~--alkways X 

fenccltnes X 

otllcrs 

l'Rt: MJSJ::S X 
clea11 sa,,ilarv, orderh' 
appropriate. st0tage/usc 
ofhil:!:i1n'lous ma.lerial3 

X 

C HAIIACTEk OF vsr. X 
adheres t.o lea.sc numosi: 

Other; 
Per 1enat111epre::.cnta1i,•e a Ire( (c&.: property) ou1sidC! 
ofJe;J.Se will need t.o be trimmed 10 oonform 10 their 
requi.l'fflltnt of c.k.aranoe of 5 fl fr◊m antenna. 
Advised 1'C!ptc$tntativc tha1 they will Med l◊ wort 
closely wi1h ttie C&C l')riQr Md duti.ng 1.he 1rir-nrnit1& 
o r1bc tree. 
Staff is preparing a submittal for c.onsc-nt to .sublease 
rcques1cd by tbt Applit3.nl to DISH NctW<lt'k nlated 
10 lhe r1.11~re plans no,ed •bov~. 

2 Qf6 
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F'l;:m·'" I: li':l.bil:tit 11U1u .hc'CI 14 th e Am,r,111lmc,11 c,f(;l,560 2 sdding (:1dd itional " rea) E:i,scnuo1s.C & 0, 
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Figure J: Lcnse im ::a, Curr~nlly 1;:1m1 C is (mly 11 t:1.1m·.rcl~ p.111I. 
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Fii:,:urt 5: Easemtm D nnd E'.Jlsemcnt 8 (base ur Anlt.nna) 
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