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APPLICANT AND REQUEST: 

Sunrise Capital, Inc., a Hawaii corporation (Lessee). 

Twenty-five (25) year extension based on proposed improvements to leasehold property 
that will be financed by the Lessee, Sunrise Capital, Inc., pursuant to Act 207, Session 
Laws of Hawaii 2011 and Section 171-36(b), Hawaii Revised Statutes, in the amount of 
approximately $242,915.00. 

In order for Lessee to fully amortize its expenditures, the Lessee is requesting a total of 25-
years extension of General Lease No. S-4946.   The extension shall commence on January 
18, 2024, and expire on January 17, 2049 for an aggregate term of 64 years (original 15-
year term plus initial 24 year extension, and requested additional 25-year extension). 

TERM OF LEASE: 

Original term of 15 years, commencing on January 18, 1985, and expiring on January 17, 
2000. 

Granted extension of 24 years commencing on January 18, 2000, and expiring on January 
17, 2024. 

Requested extension of 25 years commencing on January 18, 2024, and expiring on 
January 17, 2049. The proposed extension would increase the aggregate term of the lease 
to 64 years.   

RENTAL REOPENINGS: 

Reopenings in the original term were at the end of the 7th year and at the 14th and 21st 
years of the extended term.   The last rental reopening occurred on January 18, 2021. 

Reopenings for the extended term shall be on January 18, 2024, January 18, 2034, and 
January 18, 2044. 

REMARKS: 

Although the Lessee requested a 25-year extension of lease, the Board, at its meeting of 
January 12, 2024, only approved a one-year extension.   The Board observed that the State 
could potentially collect more rent by allowing the lease to expire and then issuing a new 
lease for land and improvements, which would be owned by the State.   The Board requested 
Land Division to obtain the necessary appraisals to determine both the ground rent and rent 
for land and improvements so that the Board could make an informed decision on the lease 
extension request.   An appraisal report prepared by an independent appraiser establishing 
fair market rent provided the following market conclusions: 
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         Valuation Opinion                            Premise          Date of Value      Conclusion 

Annual Ground Rent Initial 10-Year Period(1) 

Second 10-Year Period(1) 

Final 5-Year Period(1) 

Retrospective 

Prospective 

Prospective 

1/18/2024 

1/18/2034 

1/18/2044 

$21,200 

$27,138 

$34,739 

Annual Ground Rent as Improved Initial 10-
Year Period(2) 

Second 10-Year Period(2) 

       Final 5-Year Period(2) 

Retrospective 

Prospective 

Prospective 

1/18/2024 

1/18/2034 

1/18/2044 

$91,356 

$122,775 

$164,999 

(1) Calculated rent based on a 2.50% annual escalation rate of proposed lease extension. 
(2) Calculated rent based on a 3.00% annual escalation rate of proposed lease extension. 

The one-year lease extension that the Board approved at its January 12, 2024 meeting has 
not been documented.   Staff submitted a request to the Department of the Attorney General 
to prepare the one-year extension, but the request was returned unprocessed.   Staff 
understands that to be effective under Section 171-36, HRS, a lease extension must involve 
substantial improvements , which 
was not 

In order to be consistent with Section 171-36, HRS, staff seeks an amendment of the 
to approve a 25-year extension of General 

Lease 4946 for Lessee-financed improvements.   As stated in the January 12, 2024 Board 
submittal, Lessee has made substantial repairs and improvements to the premises in the 
course of the lease. The structure on the property is well maintained and in good condition. 
The Lessee also plans on spending an additional $240,000.00 for additional proposed 
improvements involving major renovations to the exterior and interior of the building.   The 
lease rent for the extension period shall be based on land only as is the standard practice 
for lease extensions and consistent with applicable law. 

RECOMMENDATION:   That the Board: 

1. Amend its prior Board action of January 12, 2024, under agenda Item D-2, by: 

a. Revising the ANNUAL RENT section on page 2 of the prior Board action to read 
as follows: 

Current rent is $20,240.00 annually.   Lease reopening fair market annual rent for 
land determined by independent appraiser,   procured by the State pursuant to 
Section 171-17(b), HRS, but paid for by applicant, Sunrise Capital, Inc. shall be as 
follows:   Annual Ground Rent for the rental reopening ten (10) year period as of 
1/18/2024 shall be in the amount of $21,200 per annum;   Rent for the next ten (10) 
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year rent-reopening period as of 1/18/2034 shall be in the amount of $27,138 per 
annum; and Rent for the final five (5) years rental reopening as of 1/18/2044 shall 
be in the amount of $34,739 per annum. 

b. Inserting a new recommendation 2 to read as follows: 

2. Subject to the Applicant fulfilling all of the Applicant requirements listed 
above, authorize a 25-year extension of General Lease No. S-4946 to 
Sunrise Capital, Inc. covering the subject area under the terms and 
conditions cited above, which are by this reference incorporated herein and 
further subject to the following: 

A. The standard terms and conditions of the current lease document 
form, as may be amended from time to time; 

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

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

2. Except as amended hereby, all terms and conditions listed in January 12, 2024 
approval shall remain the same. 

Respectfully Submitted, 

Alison Neustein 
Kauai District Land Agent 

APPROVED FOR SUBMITTAL: 

______________________ 
Dawn N.S. Chang, Chairperson 
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