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

June 13, 2025

Board of Land and Natural Resources GLS-4307
State of Hawaii
Honolulu, Hawaii Hawaii

Approval of a Development Agreement for a 25-Year Extension of Lease
Term Effective June 23, 2025, to June 22, 2050, General Lease No. S-4307,
CQ Pacific LLC, Lessee; Authorize the Chairperson to Approve and
Execute a Lease Extension for General Lease No. S-4307, CQ Pacific LLC,
Lessee; Waiakea, South Hilo, Hawaii, Tax Map Key: (3) 2-2-058:003.

APPLICANT:

CQ Pacific LLC (“Lessee”).

LEGAL REFERENCE:

Sections 171-36(a)(6), -191 and -192, Hawaii Revised Statutes (HRS), as
amended, and Act 149, Session Laws of Hawaii 2018 (Act 149).

LOCATION:
Portion of Government lands of Kanoelehua Industrial Lots situated at Waiakea,
South Hilo, Hawaii, identified by Tax Map Key: (3) 2-2-058:003 as shown on the
attached map, as shown on the attached map, in Exhibit A.

LEASE AREA:

12,114 square feet, more or less.
ZONING:

State Land Use District:  Urban

County of Hawaii CZO:  *MG-1a (General Industrial — 1 acre minimum)

*Lot was_subdivided into current size prior to current County Zoning Code. Lot is
leqal but non-conforming to current Code.
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TRUST LAND STATUS:

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

LEASE CHARACTER OF USE:

General industrial purposes.

TERM OF LEASE:

Original term of 40 years, commencing on June 23, 1970, and expiring on June
22, 2010.

One (1) 15-year extension commencing on June 23, 2010, and expiring June 22,
2025.

Lessee is requesting an additional extension of 25 years effective June 23, 2025,
to June 22, 2050.

LEASE ANNUAL RENTAL:

Current annual rent is $12,790.00 due in equal quarterly installments payable on
the 23" day of March, June September and December, of each and every year
during the term for the five-year extension term re-opening from June 23, 2020,
through June 22, 2025.

RENTAL RE-OPENINGS:

Staff is in the process of ordering an appraisal to determine the fair market rent of
the requested lease extension in two increments, with a determination for the first
10 years from June 23, 2025, to June 22, 2035, and a separate determination for
years 11-20, from June 23, 2035, to June 22, 2045. The re-opening for the final
five years of the extension period will be subject to appraisal. Upon receipt, the
Lessee will be informed by letter to either accept or reject the proposed rental
amount. The lease extension and development agreement will not be executed
until the rental amount is accepted.

DCCA VERIFICATION:

Place of business registration confirmed: YES
Registered business name confirmed: YES
Good standing confirmed: YES
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APPLICANT REQUIREMENTS:

Lessee shall be required to:

1. Comply with the applicable requirements of Sections 171-36(a) and 171-
192, HRS to negotiate a development agreement with department staff, and
execute the development agreement and lease extension using the
Department of Attorney General current lease terms and conditions
necessary to implement and conform to the requirements of Act 149,
Session Laws of Hawaii 2018 (“Act 149”) and current law, including but not
limited to substantive provisions relating to Lease Assignments, Sublease
Rents, Ownership of Improvements and Removal Bond provisions, as
discussed and recommended below;

2. Close the cesspool per Department of Health (DOH) approved methods and
connect to an alternative wastewater system as an additional condition of
the lease extension; and

3. Reimburse the Department for the cost of procuring an appraiser to review
Lessee’s appraiser's report regarding the value of the existing
improvements on the property.’

CHAPTER 343 — ENVIRONMENTAL ASSESSMENT:

In accordance with Hawaii Administrative Rules (HAR) § 11-200.1-16 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
to General 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,” Part
1, Item 40 that states, “Leases of state land involving negligible or no expansion
or change of use beyond that previously existing.” The proposed lease extension
and improvements to existing structures 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.

PROPOSED IMPROVEMENTS

1 Pursuant to Section 171-192, HRS, “The applicant for a lease extension shall pay all costs and expenses
incurred by the department in connection with processing, analyzing, or negotiating any lease extension
request and document and of the development agreement under subsections (a) and (b).”
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June 13, 2025

The Lessee’s current improvement proposal consists of the following:

Item
No.

Description

Estimated
Cost

1.

Septic Tank (without plans)- purchase and delivery of
traffic rated 1500 gallon plastic septic tank; excavate and
backfill for new sewer pipe to new septic system;
excavate and backfill for new septic tank; import cushion
and backfill materials for new trench and septic system;
excavation, pumping and filling of existing cesspool with
fill material; hauling of spoils and demo materials to
proper dump site; prep work for new asphalt and
concrete; replacement of asphalt and concrete in
excavated areas

$78,900.00

Septic System Design- Individual Wastewater System
(IWS) design and final inspection and as-built filing with
Department of Health and Site Plan and Floor

$6,020.94

Custom Fit Gutters- Remove and install 110" new
custom fit gutters, 100’ gable flashing at sides of
building. 110’ parapet cap flashing at ridge line; treat rust
and underline with sealant to prevent water from
siphoning back under the laps; replace leaking screws;
cap beam end from water sitting; replace 3 each purlins
that are rusted. Stainless steel gutters with flashing.

$35,649.20

Total:

$120,570.14

The total cost of the proposed improvements is $120,574.14 and the estimates
detailing them are included as Exhibit B.

BACKGROUND:

General Lease No. S-4307 (GL S-4307) was initially issued to Quality Sheetmetal
Co., Ltd., as the high bidder at public auction, pursuant to Act 4, First Special
Session Laws of Hawaii 1960, which provided for the direct issuance of leases, for
other than residential or agricultural purposes, to natural disaster victims who were
affected by the 1960 tsunami that struck Hilo and other areas of the State. The
lease was for a term of 40 years commencing on June 23, 1970, and expiring June
22, 2010.

At its meeting of March 24, 1974, under agenda item F-1-a, the Board
consented to the assignment of lease from Quality Sheetmetal Co., Ltd.,
Assignor, to Quality Electricians, Inc., Assignee. On January 25, 1980, under
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agenda item F-1-a, the Board consented to the assignment of lease from
Quality Electricians, Inc., as Assignor, to Triple K Plumbing, Inc. and Geo'Co.,
Inc., as Assignees. Further, at its meeting of December 6, 1985, under agenda
item F-1-1, the Board consented to the assignment of lease from Triple K
Plumbing, Inc. and Geo'Co., Inc. as Assignors to Geo'Co., Inc., as Assignee.

On March 11, 2010, under agenda Item D-5, as amended at its meeting of
November 25, 2010, under agenda Item D-2, the Board consented to a 15-
year extension of GL S-4307, commencing on June 23, 2010, and expiring on
June 23, 2025.

On October 28, 2011, under agenda item D-13, the Board consented to the
assignment of lease from Geo's Co., Inc., as Assignor, to Automotive
Warehouse, Inc. (AWI), as Assignee.

On February 10, 2017, under agenda item D-1, the Board consented to the
assignment of General Lease No. S-4307 Automotive Warehouse, Inc., as
Assignor, to CQ Pacific, LLC, as Assignee, due to its sale of assets to a new
operator, CQ Pacific, LLC (CQ Pacific). AWI did business in the State of Hawaii
as CarQuest Auto Parts and was managed by Eugene Kaminaka. He and
some of his family members are the primary shareholders of AWI. After many
years of operating the CarQuest stores, Mr. Kaminaka decided to retire,
prompting him and his family to make an arm's length sale of all of AWI's assets
to CQ Pacific, LLC. All CarQuest Auto Parts stores in Hawaii are now operated
by CQ Pacific, LLC. As the assignee, CQ Pacific, LLC  continues to do
business in Hawaii as CarQuest Auto Parts and utilize the subject leasehold
property as a distributor of automotive parts and accessories.

The original 40-year lease expired on June 22, 2010. The lease extension of 15
years expires on June 22, 2025.

This resulted in a total aggregate term of 55 years for the initial lease and all
extensions.

LEASE EXTENSION:

With the current lease set to expire on June 22, 2025, Lessee is requesting an
additional 25-year extension pursuant to Act 149, Session Laws of Hawaii 2018
(Act 149) in order to amortize the cost of additional improvements to the property.
Act 149 allows up to a 40-year extension of leases located in the Hilo Community
Economic District (HCED) based on “substantial improvements” to the lease
premises:
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"Substantial improvements" means any renovation, rehabilitation,
reconstruction, or construction of the existing improvements,
including minimum requirements for off-site and on-site
improvements, the cost of which equals or exceeds thirty per cent of
the market value of the existing improvements that the lessee or the
lessee and developer install, construct, and complete by the date of
completion of the total development.

Staff notes that the 40-year maximum extension provided by Act 149 is calculated
from the original lease term of the lease. In other words, any prior lease extensions
will be included in determining the maximum lease extension allowed under Act
149. With respect to GL S-4307, the original lease term was 40 years, and the
lease was previously extended for a period of 15 years for a total aggregate term
of 55 years. Therefore, the maximum extension that can be granted under Act 149
is 25 years for a total aggregate term of 80 years (40 years initial term with a
cumulative extension period of 40 years).

The subject lease is located within the HCED as defined in Act 149. Lessees’
proposed improvements include, 1. Septic Tank (without plans); 2. Septic System
Design; 3. Custom Fit Stainless Steel Gutters at a total estimated cost of
$120,570.14.2

An appraisal report performed by a certified appraiser has determined that the
economic life of the proposed improvements will exceed the twenty-plus (20+) year
period necessary to amortize the improvements. The appraiser contracted by the
Lessee determined the market value of the current improvements to be
$375,000.00. Lessee is seeking a 25-year extension of the lease, effective June
23, 2025, to June 22, 2050.

While Staff believes that the Lessee’s proposed development plan is sufficient to
justify a 25-year lease extension, Staff questions whether the Septic System
design costs should be included as a qualifying substantial improvement as it is
not a direct cost to renovate, rehabilitate, reconstruct or construct existing
improvements. However, design costs may be considered as a “minimum
requirement” for off-site and on-site improvements. Furthermore, Staff believes
that it would be prudent to include those costs so the bond required to ensure
completion of the substantial improvements is of a sufficient amount. Therefore,
Staff believes that the qualifying improvements amount to a total of $120,570.14
for the Septic Tank, Septic System Design and Custom Fit Stainless Steel Gutters.
Lessee’s proposed expenditure represents approximately 32.15% of the value of
the existing improvements ($375,000.00). Given the amount of the Lessee’s
proposed expenditures, staff believes that a 25-year extension, effective June 23,

2 Lessee will finance the improvements to the property with the extension.
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2025, to June 22, 2050, is appropriate and justified under Act 149, notwithstanding
any statutory limitations.

Land Division procured the services of an independent appraiser to review the
appraisal report submitted by the Lessee relating to the value of the existing
improvements expressly referenced in Act 149 to assure the Lessee’s appraisal
report and valuation is consistent with the Uniform Standards of Professional
Practice (USPAP) or otherwise in line with industry standards. The aforesaid Land
Division appraisal review report concluded that the Lessee’s appraisal was
compliant with USPAP and that the report’s conclusions appear to be generally
supported and credible.

Staff has confirmed that there is at least one cesspool on the leased parcel. The
closure of cesspools located on State land is the Department’s priority. The closure
of the cesspool and installation of a new septic system is included in the Lessee’s
proposed improvements. Nevertheless, staff recommends that the Board require
the closure of the cesspool per DOH approved methods and connection to an
alternative wastewater system pursuant to the lease extension. Lessee’s
proposed improvement quotes include that cost as an improvement either in
addition to the other improvements or as a potential substitution.

Act 149 stipulates that prior to entering into a development agreement, the Lessee
shall submit to the Board the plans and specifications for the total development
being proposed. The Board shall review the plans and specifications and
determine: 1) Whether the development proposed is of sufficient worth and value
to justify the extension; 2) The estimated time to complete the improvements and
expected date of completion; 3) The minimum revised annual rent based on the
fair market value of the lands to be developed, as determined by an appraiser for
the Board, and the percentage rent where gross receipts exceed a specified
amount. The Lessee has submitted plans and specifications for the total
development and staff is proposing the use of a draft development agreement
outlining the terms and conditions required in compliance with Act 149 and Section
171-192(a), HRS, as amended, similar to what has been used in prior lease
extensions. A copy of the draft development agreement is attached as Exhibit C.

As part of its due diligence and review process, staff notes that the Internal
Revenue Service (IRS) has provided criteria to determine what would qualify as a
capital improvement, which is an improvement that adds to the value of a property,
extends its useful life, or adjusts it to new uses. The property is improved whenever
it experiences a betterment, adaption or restoration. An expenditure is for
betterment if it facilitates a material condition or defect in the property that existed
before it was acquired or when it was produced - it makes no difference whether
or not you were cognizant of the defect when you received the unit of property;
results in a material addition to the property - for instance, physically broadens,
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grows, or extends it, or results in a material increase in the property's capacity,
productivity, power, or quality.

An expenditure is for a restoration if it returns a property that has plunged into
disrepair to its ordinarily efficient operating condition; rebuilds the property to a like-
new condition after the end of its useful economic life; replaces a significant part
or important structural component of the property; replaces a piece of a property
for which the owner has taken a loss, or repairs damage to a property for which

the owner has taken a basis adjustment for a casualty loss.3 Generally, repairs
are one-time expenditures to keep the property as currently existing in a usable

and operating condition.4

Based on the foregoing and upon review of Lessee’s improvement plan, staff
believes that the proposed expenditures exceed simple repairs and qualify as
substantial improvements under Act 149.

Therefore, staff recommends that the Board approve the proposed lease extension
and development agreement and authorize the Chairperson to execute the
development agreement as well as the lease extension document. The
development agreement and the lease extension document will incorporate the
following specific current lease terms and conditions for the 25-year extension in
order to implement Act 149 and conform the terms of the extension period to

3 Information can be found at this link: https://www.irs.gov/businesses/small-businesses-self-
employed/tangible-property-final-requlations#VWhatisthefactsandcircumstancesanalysis.

4 The United States Supreme Court has recognized the highly factual nature of determining whether
expenditures are for capital improvements or for ordinary repairs. See Welch v. Helvering, 290 U.S. 111,
114 (1933) (“[T]he decisive distinctions [between capital and ordinary expenditures] are those of degree
and not of kind”); Deputy v. du Pont, 308 U.S. 488, 496 (1940) (observing that each case “turns on its
special facts”). Because of the factual nature of the issue, the courts have articulated a number of ways to
distinguish between deductible repairs and non-deductible capital improvements. For example:

lllinois Merchants Trust Co. v. Commissioner, 4 B.T.A. 103, 106 (1926), the court
explained that repair and maintenance expenses are incurred for the purpose of keeping
property in an ordinarily efficient operating condition over its probable useful life for the
uses for which the property was acquired. Capital expenditures, in contrast, are for re-
placements, alterations, improvements, or additions that appreciably prolong the life of the
property, materially increase its value, or make it adaptable to a different use.

Estate of Walling v. Commissioner, 373 F.2d 190, 192-193 (3rd Cir. 1967), the court
explained that the relevant distinction between capital improvements and repairs is
whether the expenditures are to “put” or “keep” property in efficient operating condition.

Plainfield-Union Water Co. v. Commissioner, 39 T.C. 333, 338 (1962), the court stated
that if the expenditure merely restores the property to the state it was in before the situation
prompting the expenditure arose and does not make the property more valuable, more
useful, or longer-lived, then such an expenditure is usually considered a deductible repair.
In contrast, a capital expenditure is generally considered to be a more permanent
increment in the longevity, utility, or worth of the property.
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current law. Below is a summary of five substantive provisions staff will ensure are
included in the extension of this lease originally issued on June 23, 1970, and
amended by that the Extension of General Lease No. S-4307, covering the term
from June 23, 2010, through June 22, 2025:

» Lease Assignments. The current lease form includes an assignment of
lease premium analysis that allows the State to share in the consideration
paid for an assignment of a lease under some circumstances. This term is
consistent with Section 171-36, HRS. GL S-4307 is silent on this provision,
and the lease extension should include this standard assignment of lease
premium term.

» Sublease Rents. The current lease form includes language allowing the
State to adjust the lease rent based on the sublease rent charged to the
sublessee, which is also consistent with Section 171-36, HRS. GL S-4307
does contain a sublease rent participation clause, but it is different from the
provision currently used for new leases. The lease extension document
should include the updated standard sublease rent participation language.

» Ownership of Improvements. The current lease form includes a provision
on ownership of improvements at lease expiration giving the State the
option of assuming ownership or requiring the Lessee to remove them at
Lessee's expense. State leases have incorporated this provision since
about the mid-1960s. GL S-4307 simply provides that at the expiration of
the lease, Lessee delivers possession of the demised premises to the
lessor, together with buildings and improvements in good order, reasonable
wear and tear excepted, leaving open the question of whether the state is
responsible for removing improvements that have outlived their useful lives.
The lease extension document and the development agreement should
include the current standard terms clarifying the state’s options relating to
ownership of improvements.

* Removal Bond. Staff recommends that the Board reserve the right to
impose a removal bond or other form of security during the term of the lease
extension that is sufficient to ensure the removal of all improvements from
the lease premises at lease expiration or earlier termination. The Board has
added this requirement as part of its most recent approvals of lease
extensions pursuant to Act 149.

» Wastewater Disposal System. Staff has worked with the Attorney General
to develop language to be included in both the Development Agreement
and Lease Extension document to require the closure of cesspools and
connection to an alternative wastewater system. Staff further notes that
cesspools are subject to Federal law and section 342D-72, Hawaii Revised
Statutes. The Development Agreement and Lease Extension would require
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that if the premises are not connected to the County of Hawaii sewer system
or serviced by a permitted individual wastewater system, the Lessee shall
be required to, at its sole cost and expense, hire a licensed engineer within
three (3) months of the execution of this lease to determine how many
cesspools are on premises and locate the cesspool(s), and must properly
abandon and close any cesspool, and follow all proper closure instructions,
including performing any corrective or remedial actions required by the
Federal Environmental Protection Agency and the State of Hawaii
Department of Health, and obtain County sewer service or install an
individual wastewater system for the Subject Property in accordance with
applicable County, State of Hawaii Department of Health, and Federal
Environmental Protection Agency laws, within six (6) months of the
execution of this lease, which deadline may be extended by the Chairperson
of the Board for good cause. All connection costs, plans, and permits for the
Subject Property to connect to the county sewer system or install an
individual wastewater system shall be the sole responsibility of the
Lessee. Pending the abandonment and closure of cesspool(s) as outlined
above, the Lessee shall not cause or allow wastewater to be discharged
into the cesspools on the premises in a way that would result in any
cesspool being classified as a large capacity cesspool. The development
agreement should include the current standard terms clarifying the state’s
options relating to wastewater disposal systems.

At this time, staff is recommending that, in addition to the provisions reference
above, the Board also require that the most current updated standard lease terms
and conditions be included in the 25-year extension document that the Board, at
its discretion, may approve under Act 149. Incorporating these substantive terms
for the extension period is consistent with the legislative intent of Chapter 171,
HRS, which allows the State to be paid its fair share of ancillary income arising
from the tenant's leasehold interest.

Staff is also recommending the Board allow a period of 24 months for Lessee to
complete the improvements required under the development agreement. Staff is
recommending such time for Lessee to complete the improvements required
under the development agreement in order to provide Lessee the opportunity to
address any labor or supply chain issues that may arise over the construction
period without defaulting on the development agreement. Additionally, the 24-
month period is consistent with the time period granted to other Lessee seeking
extensions to complete their improvements.

Upon the Board's approval of the terms and conditions of the development
agreement as set forth above, staff is recommending that the Chairperson be
authorized to approve and execute the development agreement once it is finalized
and thereafter to execute the lease extension document.
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There are no outstanding rental reopening issues. The Lessee is current with rent,
insurance, and performance bond. Real Property Taxes are current. No agency
comments were solicited on the request because it involves a lease extension, not
a new disposition.

RECOMMENDATION:

That the Board, subject to the Lessee fulfilling all of the requirements noted above:

1.

Declare that, after considering the potential effects of the proposed disposition
as provided by Chapter 343, HRS, and Sections 11-200.1-15 and -16, HAR,
the lease extension is expected to have minimal or no significant effect on the
environment and is therefore exempt from the preparation of an environmental
assessment as a de minimis activity.

Determine that: 1) the development proposed is of sufficient worth and value
to justify the extension of the lease; 2) the estimated time to complete the
improvements is approximately 24 months from the date the development
agreement is signed; and 3) the minimum revised annual rent for the extension
shall be based on the fair market value of the lands.

Authorize the Chairperson to approve and execute a development agreement
with Lessee CQ Pacific LLC, for a 25-year extension of General Lease No. S-
4307, covering the State-owned parcels identified by Tax Map Key: (3) 2-2-
058:003, pursuant to Act 149, Session Laws of Hawaii 2018, under the terms
and conditions cited above, which by this reference are incorporated herein,
and further subject to the following terms and conditions:

A. Incorporation of the most current standard terms and conditions,
regarding, and including but not limited to lease assignment, sublease
rent participation, ownership of improvements, removal bond and
wastewater disposal system provisions used by the Department of the
Attorney General with respect to leasing of public lands;

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.

Approve a 25-year extension of lease term of General Lease No. S-4307, CQ
Pacific LLC, effective June 23, 2025, to June 22, 2050, covering the State-
owned parcels identified by Tax Map Key: (3) 2-2-058:003, pursuant to Act 149,
Session Laws of Hawaii 2018, under the terms and conditions cited above,
which by this reference are incorporated herein, and further subject to the
following terms and conditions:
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A. Incorporation of the most current standard terms and conditions, regarding,
and including but not limited to lease assignment, sublease rent
participation, ownership of improvements, removal bond and wastewater
disposal system provisions used by the Department of the Attorney General
with respect to leasing of public lands.

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.

Respectfully Submitted,

Candace Martin
Acting District Land Agent

APPROVED FOR SUBMITTAL:

N8, Chang, Chairperson
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EXHIBIT B

KAHANAKOA CONSTRUCTION INCORPORATED
P.O. Box 449

Holualoa HI 96725

Ph: (808) 960-1450

Fax: (808) 327-1927

February 13, 2025
Car Quest Hilo
Estimated septic system without plans

Mobilize

Layout and sawcut

Traffic and Safety supplies

Toning and locating for existing utilities

Purchase and deliver 1500-gallon plastic septic tanks

Excavate and backfill for new sewer pipe to septic system

Excavate and backfill for new septic system

Installation of new septic system with traffic rated tank 1500 gallons
Import cushion and backfill material for new trench and septic system
Excavation for existing cesspool

Pumping existing cesspool

Filling existing cesspool with fill material

Hauling of spoils and demoed materials to proper dump site

Prep work for new asphalt and concrete

Replacement of asphalt and concrete in excavated areas

Total Estimated Price without plans $78,900.00
$39,450.00 to start for materials

Excavation work done before Kahanakoa Construction Inc. such as house pads, pool
excavation, and backfilling, will not be covered by Kahanakoa Construction Inc.
insurance, if the prior excavation contractor, corporation, operators, or whom ever did not
do the job right, compacting, grubbing, excluding vegetation, mixing fines with rocks to
get proper filling of the voids, and to decrease the chance of settlement. If these steps are
not done right structural failure will accure. KAHANAKOA CONSTRUCTION
INCORPORATED WILL NOT BE RESPONSIBLE FOR OTHER PEOPLES WORK.
Permits to be supplied by owner or general contractor, water meter or source of water is
needed for dust control and compaction.

Down time caused by permits , changes made to grading plan, or added work to be done
will be charged according. On hourly rated work overhead charges will be added to jobs
requiring license for specific trades. We are licensed and fully insured.

KAHANAKOA CONSTRUCTION INCORPORATED Anthony Loando 960-1511
Lic# C-24056

X DATE

ACCEPTED DATE
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YOUNGER ENGINEERING SERVICES, LLC
PO Box 14 Pepeekeo, HI 96783
info@younger-engineering.com
(808)657-7655

Client: Hawthorne Cat
Attn: Jim Mady
16945 Camino San Bernado
San Diego, CA 92127
jmady@hawthornecat.com
(858)674-7192

Project: Car Quest Septic Design
Date: January 22, 2025
Mr. Mady,

We appreciate the opportunity for Younger Engineering Services, LLC (Consultant) to provide
Hathorne Cat (Client) with this proposal for the above mentioned project.

Scope of Work
Scope of work is to provide (1) an Individual Wastewater System (IWS) design for this
development and final inspection and as-built filing with the Department of Health (DOH) and
(2) Site Plan and Floor Plan.

Proposed Design Fee & Invoicing

(1) Individual Wastewater System ($100 DOH Filing Fee Included) $4,500.00

(2) Floor Plan and Site Plan $1,250.00
General Excise Tax @ 4.712% $270.94
TOTAL $6,020.94
Retainer

A retainer of 50% ($3,010.47) will be required prior to the commencement of work.

Hourly Rates

Hourly rates listed if needed for additional work. Approval and signed contract for additional work from
client before said work will be executed.

Civil Engineer: $165/HR

Designer/Draftsman: $90/HR

Admin: $45.00/HR

Invoicing

Car Quest Septic Design 1
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YOUNGER ENGINEERING SERVICES, LLC
PO Box 14 Pepeekeo, HI 96783
info@younger-engineering.com
(808)657-7655

Invoicing for the remaining 50% shall be made at time of application submittal. Payment shall be due
and payable upon receipt of invoice.

Deliverables
(1) PDF of the design, DOH application of the IWS and DOH - Approval to Construct (ATC) Letter
(2) PDF of As-Builts, Close Out Documentation and DOH Approval to Use (ATU) Letter

Insurance
Consultant agrees to purchase and maintain Errors and Omissions Insurance throughout the duration
of this project.

Confidentiality

The Consultant agrees that it will maintain strict confidentiality with respect to such Confidential
Information and will not directly or indirectly, disseminate it or use it for any purpose unrelated to
Consultant’s obligations under this agreement.

Indemnity

Consultant agrees to hold harmless and indemnify Client from any and all liability, arising out of
Consultant's negligence, whether it be sole or in concert with others, in connection with performance of
the services described herein.

Conflict Resolution and Termination

In the event a dispute arises between the Parties regarding the application or interpretation of, or in
any way relating to, this Agreement, the Parties agree to attempt to resolve all such disputes arising
hereunder promptly, equitably and in a good faith manner.

Consultant’s Limitation of Liability

Except for Consultant’s confidentiality and indemnity obligations, respectively, and except for actions or
claims arising from gross negligence or intentional or willful misconduct, Consultant’s total liability to
Company shall not exceed the greater of (i) the total Consultant compensation value or (ii) the amount
of recoverable insurance, regardless of whether any action or claim is based upon contract, warranty,
tort (including negligence) or strict liability.

Arbitration

The Client and Consultant agree that any dispute or claim in law or equity arising between them out of
this Agreement or any resulting transaction, which is not settled through mediation, shall be decided by
neutral, binding arbitration.

Term

Car Quest Septic Design 2
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YOUNGER ENGINEERING SERVICES, LLC
PO Box 14 Pepeekeo, HI 96783
info@younger-engineering.com
(808)657-7655

The term of this Agreement shall be for the duration of Services described hereto unless this
Agreement is terminated and/or otherwise canceled prior to that time. The Consultant shall provide all
Services as indicated in Scope of Work.

If you accept this proposal please sign below and return. If you have any questions regarding this
proposal don’t hesitate to call.

Thanks again for this opportunity,
John Younger, PE

Jim Mady Date
Hawthorne Cat

John A. Younger Date
Younger Engineering Services, LLC
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ANVIL,INC. PROPOSAL

Date:

Proposal Lic. No. 17141 To: Jamian Estrada
829-G LEILANI ST.
Ph/Fax 808-935-2432 Phone:

TO: Car Quest

Remove and install 110’ new custom fit gutters, 100’ gable flashing at sides of
Building. 110’ parapet cap flashing at ridge line. Roof laps are starting to rust at edge.
Will treat rust and underline with sealant to prevent water from siphoning back under
the laps. Replace screws that are leaking, Cap beam end from water sitting. Replace 3
ea. purlins that are rusted.

Aluminum gutters with flashing $33,759.14
Stainless steel gutters with flashing $ 35,649.20

JOB DISCRIPTION: MATERIAL, LABOR TO FABRICATE& INSTALL

We propose hereby to furnish material and labor-complete in accordance with above
specifications, for the sum of: $'z

Quote are good for 30 days. Material price increase will be added to cost.

All material is guaranteed to be as specified. All work to be completed in a workmanlike manner according to standard

practices. Any alteration or deviation from above specifications involving extra costs will be executed only upon

writtenorders, and will become an extra charge over and above the estimate. All agreements contingent upon strikes,
accidents or delays is beyond our control. Owner to cover fire, tornado and other necessary insurance. Our workers are

fully covered by Workman’s Compensation Ins.

Authorized Signature: Joji I. Oshima-President

The above prices, specifications and conditions are satisfactory and are hereby accepted. You are
authorized to do the work as specified. Payment will be made as outlined above.

PLEASE SIGN AND RETURN IF ACCEPTED

Signature: Date:




EXHIBIT C

DEVELOPMENT AGREEMENT FOR EXTENSION OF LEASE TERM

FOR
CQ Pacific LLC
% % %

Department of Land and Natural Resources
Ka ‘Oihana Kumuwaiwai ‘Aina
Land Division

State of Hawaii



DEVELOPMENT AGREEMENT FOR EXTENSION OF LEASE TERM

THIS DEVELOPMENT AGREEMENT FOR EXTENSION OF LEASE TERM (the
“Agreement”) is made and dated effective as of this day of , 2025
(“Effective Date™), by and between the STATE OF HAWALII, by its Chairperson of the Board
of Land and Natural Resources (“Chairperson”) by the authority granted by the Board of Land
and Natural Resources (“Board”) at its meeting held on , 2025 under agenda item
D- , for the Department of Land and Natural Resources, Land Division, whose principal place
of business and post office address is 1151 Punchbowl Street, Room 220, Honolulu, Hawaii
96813 (“State”), and CQ Pacific LLC, whose business address is 16945 Camino, San
Bernadino, San Diego CA 92127 (hereinafter collectively referred to as “Lessee”).

RECITALS:

A. The State owns in fee simple that certain parcel of land, a portion of government
lands, situated at Waiakea, South Hilo, Island of Hawaii, Hawaii, shown on
Exhibit A attached hereto, incorporated herein and made a part hereof. The
parcel consists of approximately 19,106 square feet and is identified by Tax Map
Key: (3) 2-2-058:003. (“Subject Property”).

B. The parcel is currently leased to Lessee under General Lease No. S-4307 for an
original term of forty (40) years, commencing on June 23, 1970, and expiring on
June 22, 2010. The lease was extended thereafter for a period of fifteen (15) years
commencing on June 23, 2010, and expiring on June 22, 2025 (“Lease”).

C. Act 149 Session Laws of Hawaii 2018 ("Act 149"), codified at Sections 171-191
and 171-192, Hawaii Revised Statutes ("HRS"), as amended, created the Hilo
community economic district which includes the Subject Property. The purpose
for creating the district was to allow the State to “facilitate efficient and effective
improvement, and economic opportunity, in the area for lessees who commit to
making substantial improvements to the existing improvements or constructing
new substantial improvements.”

D. Act 149 authorizes the Board to extend the term of leases for public lands within
the Hilo community economic district for lessees who commit to substantial
improvements to the existing improvements or to new substantial improvements
so long as the length of the extension granted does not extend the original lease
term by more than forty (40) years, and/or to extend the terms of such leases to
the extent needed to qualify the lessee for loans or to amortize the cost of
substantial improvements to the premises paid for by the lessee without
institutional financing.

E. Act 149 defines "substantial improvements" to mean “any renovation,
rehabilitation, reconstruction, or construction of existing improvements, including
minimum requirements for off-site and on-site improvements, the cost of which
equals or exceeds thirty per cent of the market value of the existing improvements
that the lessee or the lessee and developer install, construct, and complete by the
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date of completion of the total development.”

F. An Appraisal Report prepared for the Lessee determined the market value of the
leasehold improvements on the Subject Property to be $375,000.00 as of June 22,
2025. Thirty percent of this amount is $112,500.00.

G. Lessee applied for a 25-year extension, which is the equal to the maximum of 40
years in addition to the original lease term allowed under Section 171-192, HRS,
and is planning to make substantial improvements to the Subject Property in an
amount which will be approximately $120,570.14.

H. Lessee’s plans and specifications for its substantial improvements to the Subject
Property were presented to the Board at its meeting of , 2025, under
agenda item D- | together with the State staff recommendation that the Board
approve a 25-year extension of the Lease, effective June 23, 2025, to June 23,
2050, to amortize the cost of substantial improvements. The Board reviewed the
plans and specifications and statutory requirements for a lease extension under
Section 171-192, HRS, and approved the extension of the Lease, having found the
improvements of sufficient worth and value to justify a lease extension under
Section 171-192, HRS, taking into consideration the total cost of Lessee’s
substantial improvements.

L. This Agreement sets forth the terms and conditions that Lessee must satistfy and
successfully perform in order for the requested extension of the Lease to be
issued, and for Lessee to retain the benefit of the requested extension of the term
of the Lease for the Subject Property pursuant to Section 171-192, HRS.

AGREEMENT:

In consideration of the recitals and the mutual covenants, obligations and conditions set
forth in this Agreement, the State and Lessee hereby mutually agree as follows:

1. Term. The term of this Agreement shall commence on the Effective Date and
terminate on the Completion Date as defined in Paragraph 8 herein, unless terminated sooner
pursuant to the terms of this Agreement.

2. Continuation of the Payment of Lease Rental. Lessee shall continue to pay to the
State, throughout the term of this Agreement, all rent and other charges due by Lessee under the
Lease, or the extension of the Lease provided for under this Agreement (the “Extended Lease”),
pursuant to the terms and conditions of the Lease or the Extended Lease, as applicable, including
the Revised Annual Rent as defined in Paragraph 3.A.(iii) herein, and all other rent and other
charges due by Lessee under the Lease or Extended Lease pursuant to their terms and conditions.

3. Development Plan.

A. Pursuant to Section 171-36.5 HRS and Section 171-192, HRS, prior to
entering into this Agreement, Lessee prepared and submitted to the Board the plans and
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specifications of its proposed development plan for the substantial improvements to the
Subject Property dated , a copy of which is attached hereto as Exhibit B
incorporated herein and made a part hereof (such plans and specifications are collectively
referred to as the “Development Plan”). All such plans and specifications of the
Development Plan shall meet the requirements of and be in full compliance with this
Agreement and all applicable municipal, county, state and federal regulations, rules,
codes and ordinances. The Board reviewed the Development Plan at its meeting held on
, 2025, under agenda item D-__, as amended, and determined that:

(1)  The Development Plan proposed in this Agreement is of sufficient worth
and value to justify the extension of the term of the Lease to June 22, 2050;

(ii))  The estimated period of time to complete the Development Plan shall be
twenty-four (24) months from the Effective Date of this Agreement, which is
reasonable; and

(iii)) The minimum revised annual rent to be paid by Lessee shall be based on
the fair market value of the lands comprising the Subject Property to be
developed, as determined by independent appraisal in accordance with Section
171-17, HRS ("Revised Annual Rent").

B. The Board granted final approval of the Development Plan and this
Agreement at its meeting held on , 2025, agenda item D- _, as amended.

C. Lessee shall have submitted evidence reasonably satisfactory to the
Chairperson that Lessee has adequate funding and/or financing to fully develop the
Subject Property in accordance with the approved Development Plan.

D. Notwithstanding anything contained in this Agreement to the contrary, no
such final approval of the Development Plan by the State shall be deemed a warranty or
other representation on its part that (1) Lessee will be able to obtain all necessary
federal, state and county entitlements, permits or other approvals required to enable
Lessee to develop the Subject Property in accordance with the approved Development
Plan; or (2) such approved Development Plan by the State and the plans and
specifications of substantial improvements to the Subject Property described therein are
legal or structurally safe or sound.

4. Condition of the Subject Property. The State makes no representations regarding

the condition or suitability of the Subject Property and of the existing structures and
improvements at the Subject Property for the approved Development Plan. Lessee shall, at its
sole cost and expense, be responsible for conducting its own investigations and due diligence
regarding the Subject Property and the existing structures and improvements at the Subject
Property, and any site work necessary to implement the approved Development Agreement,
including but not limited to the removal of hazardous materials, if any. Lessee acknowledges
and agrees that it assumes all risks of development at the Subject Property.
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5. Construction Period. Lessee shall have twenty-four (24) months from the
Effective Date to complete the substantial upgrades to the existing improvements on the Subject
Property in accordance with the approved Development Plan (“Construction Period”).

Lessee shall, at Lessee’s sole cost and expense, expeditiously and diligently seek
to obtain all necessary and appropriate permits and/or other regulatory approvals from the
Federal Government, State of Hawaii (including the State Legislature if applicable), and/or
County of Hawaii (“County”) so as to enable Lessee to complete the substantial improvements
to the Subject Property in accordance with the approved Development Plan. Lessee shall use
diligent and all commercially reasonable efforts to obtain all required permits and/or other
regulatory approvals from the Federal Government, State of Hawaii and/or County.

6. Hazardous Materials. Lessee shall not cause or permit the escape, disposal or
release of any hazardous material in completing the approved Development Plan at the Subject
Property, except as permitted by law. Lessee shall not allow the storage or use of such materials
in any manner not sanctioned by law or by the highest standards prevailing in the industry for the
storage and use of such materials, nor allow to be brought onto the Subject Property any such
materials except to use in the ordinary course of Lessee’s business, and then only after written
notice is given to the State of the identity of such materials and upon the State’s consent, which
consent may be withheld at the State’s sole and absolute discretion. Lessee’s plans and
specifications for substantial improvements to the Subject Property presented to and approved by
the Board may include improvements that the parties acknowledge may require the use of
petroleum based materials and products in the ordinary course of constructing the improvements.
In that event, the State hereby consents to the storage and use of such petroleum based materials
and products to the extent stored and used in compliance with applicable Federal, State and
County rules and laws or, in the absence of such rules or laws, in accordance with the highest
standards prevailing in the industry. If any lender or governmental agency shall ever require
testing to ascertain whether or not there has been any release of hazardous materials by the
Lessee, then the Lessee shall be responsible for the reasonable costs thereof. In addition, Lessee
shall execute affidavits, representations and the like from time to time at the State’s request
concerning Lessee’s best knowledge and belief regarding the presence of hazardous materials on
the Subject Property placed or released by Lessee.

Lessee agrees to indemnify, defend, and hold the State harmless, from any
damages and claims resulting from the release of hazardous materials on the Subject Property
occurring while Lessee is in possession, or elsewhere if caused by the Lessee or persons acting
under the Lessee. These covenants shall survive the expiration or earlier termination of this
Agreement.

For the purpose of this Agreement, “hazardous material” shall mean any
pollutant, toxic substance, hazardous waste, hazardous material, hazardous substance, or oil as
defined in or pursuant to the Resource Conservation and Recovery Act, as amended, the
Comprehensive Environmental Response, Compensation, and Liability Act, as amended, the
Federal Clean Water Act, or any other federal, state, or local environmental law, regulation,
ordinance, rule, or by-law, whether existing as of the date hereof, previously enforced, or
subsequently enacted.
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7. Bonds. Lessee shall not commence construction of the improvements until
Lessee has filed with the State sufficient bonds conditioned upon the full and faithful
performance of all the terms and conditions of this Agreement, including a completion bond for
the full, faithful and timely completion of this Agreement, free from all liens and claims,
including the completion of the substantial improvements described in this Agreement, and a
labor and materialmen’s bond in the amount of $120,570.14, in such form and upon such terms
and conditions as may be approved by the State. The Lessee shall, at its own cost and expense,
within fifteen (15) days from the Effective Date of this Agreement, procure and deposit with the
State and thereafter keep in full force and effect during the term of this Agreement, such bonds
acceptable to the State in the amount of $120,570.14 as aforesaid, which bonds shall name the
State as obligee, conditioned upon the full and faithful observance and performance by Lessee of
all the terms, conditions and covenants of this Agreement, including, but not limited to, the
completion of the substantial improvements requirement in accordance with the approved
Development Plan at the Subject Property on or before the date of completion, free from all liens
and claims, pursuant to the approved Development Plan. Lessee shall indemnify, defend, and
hold the State harmless from all liens, suits, actions or damages arising out of, caused from or
attributable to the work performed pursuant to the substantial improvements requirement in
accordance with the approved Development Plan at the Subject Property incorporated herein this
Agreement. These bonds shall provide that in case of a breach or default of any of the terms of
this Agreement, and the covenants, conditions and agreements of such bonds, the full amounts
payable pursuant to the terms and conditions of such bonds shall be paid to the State as
liquidated and ascertained damages and not as a penalty.

8. Completion of Construction; Inspection. Upon Lessee’s completion of the
substantial improvements on the Subject Property in accordance with the approved Development
Plan, Lessee shall provide written notice to the State acknowledging and confirming the same.
Representatives of the State and Lessee shall then conduct a final inspection and walk through of
the Subject Property within fourteen (14) days of such written notice, and a “punch list” shall be
mutually prepared and agreed upon by representatives of the State and Lessee within seven (7)
days of such inspection and walk through of the Subject Property. Such punch list shall itemize
any areas of construction that were not in accordance with the approved Development Plan, or
any unauthorized construction or work not acceptable to the State or any other governmental
agency having jurisdiction over such work. Lessee, at Lessee’s sole cost and expense, shall
immediately repair all deficiencies identified as potential safety hazards on the punch list, and all
other deficiencies on the punch list shall be remedied, or the work to remedy has commenced if a
remedy may not reasonably be completed within the timeframe specified herein, within fourteen
(14) days of the preparation of the same.

If the State is satisfied that completion of the substantial improvements to the
Subject Property has been performed in accordance with the approved Development Plan by
Lessee, including any and all punch list items, and forty-five (45) days have elapsed after the
filing and publication of the Notice of Final or Substantial Completion by Lessee without any
applications for mechanic's or materialmen's liens, or other suits or claims relating to such
substantial improvements, being filed against the Subject Property, then the State shall confirm
and notify Lessee of the same in writing (“Completion Date”), at which time Lessee shall have
the right to terminate the bonds posted by Lessee pursuant to Paragraph 7 hereof.
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0. Justification of Sureties. Any bonds required by this Agreement shall be
supported by the obligation of a corporate surety organized for the purpose of being a surety and
qualified to do business in the State of Hawaii, or by not less than two (2) personal sureties,
corporate or individual, for which justifications shall be filed as provided in Section 78-20, HRS;
provided, however, the Lessee may furnish a bond in like amount, conditioned as aforesaid,
executed by it alone as obligor, if, in lieu of any surety or sureties, it shall also furnish and at all
times thereafter keep and maintain on deposit with the State security in certified checks,
certificates of deposit (payable on demand or after a period the State may stipulate), bonds,
stocks or other negotiable securities properly endorsed, or execute and deliver to the State a
deed or deeds of trust of real property, all of a character which is satisfactory to State and valued
in the aggregate at not less than the principal amount of the bond. It is agreed that the value of
any securities which may be accepted and at any time thereafter held by the State shall be
determined by the State, and that the Lessee may, with the approval of the State, exchange other
securities or money for any of the deposited securities if in the judgment of the State the
substitute securities or money shall be at least equal in value to those withdrawn. It is further
agreed that substitution of sureties or the substitution of a deposit of security for the obligation of
a surety or sureties may be made by the Lessee, but only upon the written consent of the State
and that until this consent is granted, which shall be discretionary with the State, no surety shall
be released or relieved from any obligation, except for any bonds terminated by Lessee after the
Completion Date pursuant to the terms of Paragraph 8 hereinabove.

10.  Waiver, Modification, Reimposition of Bond and Liability Insurance Provisions.
Upon substantial completion of the improvements contemplated herein and after forty-five (45)
days after the filing and publication of the Notice of Final or Substantial Completion by Lessee
without any applications for mechanic's or materialmen's liens, or other suits or claims relating to
such substantial improvements, being filed against the Subject Property, and upon substantial
compliance by the Lessee with the terms, covenants, and conditions contained in this Agreement
on its part to be observed or performed, the State at its discretion may in writing, waive or
suspend the performance bond or improvement bond requirements or both or may, in writing,
modify the particular bond(s) or liability insurance requirements by reducing its amount;
provided, however, that except for any bonds terminated by Lessee after the Completion Date
pursuant to the terms of Paragraph 8 hereinabove, the State reserves the right to reactivate the
bonds or reimpose the bond(s) or liability insurance in and to their original tenor and form at any
time throughout the term of this Agreement.

11.  Modifications to the Development Plan. Lessee shall be entitled to make changes
or modifications to the approved Development Plan as may be required to address and satisfy
any comments made or issues raised by the appropriate agencies of the Federal Government,
State of Hawaii and/or County without the further consent or approval by the State, provided
that: (a) Lessee provides advance written notice to the State of such changes or modifications,
including a reasonably specific explanation as to why such changes or modifications are being
undertaken and their anticipated effect; and (b) such changes or modifications: (i) do not
materially alter or change the Development Plan as approved by the State; (ii) do not reduce the
rents and all other charges to be paid by Lessee under the Lease or the Extended Lease; (ii1) do
not provide for uses that are not permitted by applicable laws or ordinances; or (iv) do not
adversely affect or delay the Construction Period for more than one hundred and eighty (180)
days.
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In addition, the State recognizes that from time to time the approved Development
Plan may require changes or modifications initiated by Lessee. Lessee may make any such
changes or modifications to said approved Development Plan with the prior written consent of
the State, which consent shall not be unreasonably withheld, provided that such changes or
modifications: (a) do not materially alter or change the Development Plan as approved by the
State; (b) do not reduce the rents and all other charges to be paid by Lessee under the Lease or
Extended Lease; (c) do not provide for uses that are not permitted by applicable laws or
ordinances; or (d) do not adversely affect or delay the Construction Period for more than one
hundred and eighty (180) days.

12. Agreement to Issue Extension of Term of Lease. Upon execution of this
Agreement, the State will request the Department of the Attorney General to prepare the
Extended Lease document. Pursuant to Section 171-36.5, HRS or Section 171-192, HRS, the
Extended Lease document (heretofore and hereinafter sometimes also simply referred to as the
“Extended Lease™) shall reflect an extension term of thirty (30) years and shall contain the
Department’s and the Department of the Attorney General’s most current lease terms and
conditions for leasing of public lands to for-profit entities, including but not limited to Lease
Assignment, Sublease Rent Participation, and Ownership of Improvements. The Extended Lease
document will cover the aggregate extended term between June 23, 2025 and expiring on June
22, 2050, and will provide that in the event that the Lessee fails to successfully perform, timely
satisfy or fully comply with any of the terms and conditions of this Agreement and/or approved
Development Plan, the Extended Lease term will be rescinded and the Lease, together with its
current termination date of June 22, 2025, will be reinstated. The State and Lessee will promptly
sign the Extended Lease document when the form thereof is approved by the Department of the
Attorney General.

13. Default; State’s Right to Terminate Agreement and/or Rescind [ease Extension.
The State may, at its option and in its sole and absolute discretion, upon written notice to Lessee

without prejudice to any other remedy or right of action, terminate this Agreement and/or rescind
the Extended Lease at any time for any one of the following reasons:

A. If Lessee fails to pay rent or any part thereof or any other charge, payment
or amount it is obligated to pay or that is due by Lessee under the Lease or the Extended Lease,
and this failure continues for a period of more than thirty (30) days after delivery by the State of
a written notice of such breach or default and demand for cure, by personal service, registered
mail or certified mail to Lessee that the same is past due;

B. If Lessee fails to observe or perform any of the material covenants, terms
and conditions contained in this Agreement, including but not limited to, those listed in
subparagraphs (i) through (iv) herein, the Lease or the Extended Lease on the Lessee’s part to be
observed and performed, and such breach or default continues for a period of more than sixty
(60) days after delivery by the State of a written notice of such breach or default and demand for
cure, by personal service, registered mail or certified mail to Lessee of such breach or default, or
if such breach or default in observance and performance of such other covenants cannot
reasonably be cured within said sixty (60)-day period, then such longer time as may be required,
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provided that Lessee shall within said period commence such cure and thereafter diligently
prosecute the same to completion within sixty (60) days thereafter;

(1) If Lessee fails to obtain any and all Federal Government, State of
Hawaii (including the State Legislature if applicable), and County permits and approvals
required and necessary for the completion of the approved Development Plan;

(1))  If Lessee becomes bankrupt or insolvent, or seeks protection under
any provision of any bankruptcy or insolvency law or any similar law providing for the relief of
debtors, or abandons the project contemplated under the approved Development Plan, or if any
assignment is made of Lessee’s rights hereunder for the benefit of creditors;

(111))  If the Subject Property or any part of the Subject Property,
appurtenances or improvements are used, or intended to be used in any manner to commit or to
facilitate the commission of a crime; or

(iv)  Ifthe Lessee is not in compliance with Sections 171-36.5, 171-191
and -192, HRS.

Any default under this Agreement, the Lease, or Extended Lease by the Lessee
shall be cause by the State to terminate this Agreement and rescind the Extended Lease, and the
State shall have all other rights and remedies provided herein, in the Lease or in the Extended
Lease, as applicable, or as otherwise provided by law with respect to a default by the Lessee
under this Agreement, the Lease or Extended Lease. Provided further, a default under this
Agreement shall cause the Extended Lease to be void ab initio.

Upon any early termination by the State under this Agreement, this Agreement
shall terminate on the date as provided for in the State’s written notice and shall become null and
void except as to any provisions which expressly survive termination in this Agreement. The
Extended Lease shall be rescinded and Lessee shall not be entitled to an extension of the term of
the Lease for the Subject Property pursuant to Section 171-36.5, HRS or Section 171-192, HRS.
Upon the effective date of termination and without waiving any other remedies to which it may
be entitled, the State shall be entitled to: (1) prosecute any claim against Lessee for fees, costs or
other payments or charges that accrued prior to the effective date of termination, including the
interest thereon; and (2) assert any claim that it may have against Lessee for any damages, costs,
or expenses, suffered or incurred by the State, which obligations shall survive termination of this
Agreement, the Lease and/or Extended Lease.

14.  Non-Waiver. The waiver by the State of any breach by the Lessee of any term,
covenant, or condition of this Agreement or the Lease, nor of the State’s right of re-entry for
breach of covenant, nor of the State’s right to declare and enforce a forfeiture for any breach, or
of the failure of the State to insist upon strict performance of any term, covenant, or condition, or
to exercise any option conferred, in any one or more instances, shall not be construed as a waiver
or relinquishment of any such term, covenant, condition or option.

15. Liens. Lessee will not commit or suffer any act or neglect whereby the Subject
Property or any improvements thereon or the estate or interest of the State therein shall at any
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time during the term of this Agreement become subject to any attachment, judgment, lien, charge
or encumbrance whatsoever, and will indemnify, defend and hold the State harmless from and
against all loss, cost or expense with respect thereto (including reasonable attorney’s fees). If
any lien for work, labor, services or materials done for or supplied to the Subject Property by, on
behalf of, or through Lessee is filed against the Subject Property, Lessee shall have sixty (60)
days from the date of filing in which to cause such lien to be discharged of record by payment,
deposit, bond or other reasonably satisfactory alternative approved by the State, as the case may
be. The foregoing covenants of Lessee shall survive expiration or any early termination of this
Agreement.

16. Expenses to be Paid by Lessee. Pursuant to Section 171-192, HRS, Lessee shall
pay all costs and expenses incurred by the State in connection with the processing, analyzing and
negotiating of any request for a lease term extension and document, and this Agreement.

17. Substantial improvements. The Lessee shall, at its own cost and expense, within
twenty-four (24) months from the execution of the Development Agreement, complete
“substantial improvements” to mean any renovation, rehabilitation, reconstruction or
construction of the existing improvements, and complete by the date of completion of the total
development, at a cost of not less than ONE HUNDRED TWENTY THOUSAND FIVE
HUNDRED SEVENTY AND 14/100 DOLLARS ($120,570.14) (“Building Requirement™), in
accordance with the approved Development Plan set forth in the Development Agreement and in
full compliance with all applicable laws, ordinances, rules and regulations.

18. Wastewater disposal system. Cesspools are subject to Federal law and section
342D-72, Hawaii Revised Statutes. If the premises are not connected to the County of Hawaii
sewer system or serviced by a permitted individual wastewater system, the Lessee shall be
required to, at its sole cost and expense, hire a licensed engineer within three (3) months of the
execution of this lease to determine how many cesspools are on premises and locate the
cesspool(s), and must properly abandon and close any cesspool, and follow all proper closure
instructions, including performing any corrective or remedial actions required by the Federal
Environmental Protection Agency and the State of Hawaii Department of Health, and obtain
County sewer service or install an individual wastewater system for the Subject Property in
accordance with applicable County, State of Hawaii Department of Health, and Federal
Environmental Protection Agency laws, within six (6) months of the execution of this lease,
which deadline may be extended by the Chairperson of the Board for good cause. All connection
costs, plans, and permits for the Subject Property to connect to the county sewer system or install
an individual wastewater system shall be the sole responsibility of the Lessee. Pending the
abandonment and closure of cesspool(s) as outlined above, the Lessee shall not cause or allow
wastewater to be discharged into the cesspools on the premises in a way that would result in any
cesspool being classified as a large capacity cesspool.

19.  Removal bond. During the term of the lease extension, the Lessor reserves the
right to require the Lessee to furnish a removal bond or other form of security sufficient to
ensure the removal of all improvements from the lease premises at lease expiration or earlier
termination.
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20.  Observance of Laws, Ordinances and Regulations. Each party hereto, and their
respective officers, agents, assigns, employees, consultants and/or contractors, or persons acting
for or on its behalf, shall at all times observe and comply with all applicable laws, ordinances,
rules and regulations of the federal, state, county and municipal governments, now in force or
which may be in force.

21. Archaeology; Historic Preservation. Lessee, including any agent or contractor,
upon encountering any previously unidentified archaeological resources such as artifacts, shell,
bone or charcoal deposits, human remains, or any historic properties or burials, on the Subject
Property, will immediately stop all work and contact the State DLNR Historic Preservation
Division in compliance with Chapter 6E, HRS.

22.  Recordation. This Agreement shall not be recorded. However, upon request by
either the State or Lessee, a short form memorandum of this Agreement shall be prepared by the
State and shall be duly executed and acknowledged in proper form and may be placed of record
so as to give public notice as to the existence of this Agreement.

23.  Notices. Any notice or demand to the State or Lessee provided for or permitted
by this Agreement shall be given in writing and: (a) mailed as registered or certified U.S. mail,
return receipt requested, postage prepaid, addressed to such party at its post office address herein
specified or the last such address designated by such party in writing to the other; or (b)
delivered personally within the respective County as applicable, the State or to any officer of
Lessee, or (c) sent by facsimile transmission (herein “Fax™) to the Fax number, if any, of such
party as specified herein or such other Fax number designated by such party in writing to the
other. Any such written notice shall be deemed conclusively to have been received at the time of
such personal delivery, or receipt of Fax, or at 4:00 p.m. on the third business day after being
deposited with the United States mail as aforesaid, as follows:

If to the State: Board and Department of Land and Natural
Resources
1151 Punchbowl Street, Room 220
Honolulu, Hawaii 96813
Attention: Chairperson
Fax No.: (808) 587-0390

And a copy to: Department of the Attorney General
Attention: Land Division
Kekuanaoa Building
465 South King Street, Suite 300
Honolulu, Hawaii 96813
Fax No.: (808) 587-2999
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If to Lessee: CQ Pacific, LLC
16945 Camino, San Bernadino
San Diego CA 92127

24, Status Reports; Lessee Cooperation. Lessee acknowledges that the State’s staff
may be required to periodically report to the Board during the term of this Agreement on the
status of Lessee’s progress of the approved Development Plan incorporated in this Agreement.
Lessee agrees to reasonably assist and meet with the State’s staff in making such reports,
including without limitation, upon commercially reasonable advance written notice, having a
representative available to answer questions at any meetings of the Board at which such reports
are given, providing information that State’s staff reasonably requests for the purposes of making
such reports, and being available to meet with the State’s staff prior to the time such reports are
made.

25.  Costs and Attorney’s Fees. Lessee shall pay all costs, including reasonable
attorney’s fees, and expenses which may be incurred by or paid by the State in enforcing the
covenants, terms and conditions of this Agreement, including, but not limited to, recovering
possession of the Subject Property, or in the collection of delinquent fees, taxes, assessments,
and any and all other amounts or charges. In case the State shall, without any fault on its part, be
made a party to any litigation commenced by or against the State, the Lessee shall pay all costs,
including reasonable attorney’s fees, and expenses incurred by or imposed on the State.

26. Construction and Amendment. This Agreement has been negotiated extensively
by Lessee and the State with and upon the advice of their respective counsel, all of whom have
participated in the drafting hereof. Consequently, the usual rule of construction shall not be
applicable, which provides that the document is to be interpreted against the interests of the party
who has primarily drafted the language in an agreement. No amendment or modification of this
Agreement or any Exhibit attached hereto shall be effective unless incorporated in a written
instrument executed by and between the State and Lessee; provided however, this Agreement
may only be amended or modified with the approval of the Chairperson. The State and Lessee
agree to execute such other documents and instruments as may be reasonably requested by the
other party and as may be necessary to effectuate the terms and conditions of this Agreement.

27. Governing Law. This Agreement shall be construed, interpreted, and governed by
the laws of the State of Hawaii.

28. Ratification. To the extent of any conflict or inconsistency between the terms of
this Agreement and the terms of the Lease, the terms of this Agreement shall govern and control
to the extent only where there is any conflict or inconsistency with regard to the terms and
conditions that Lessee must satisfy and successfully perform in order for it to be issued an
extension of the term of the Lease by the State for the Subject Property pursuant to Section
171-36.5, HRS and Section 171-192, HRS .

29.  Headings. The article and paragraph headings herein are inserted only for
convenience and reference and shall in no way define, describe or limit the scope or intent of any
provision of this Agreement.
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30.  Partial Invalidity. In case any one or more of the provisions contained herein
shall, for any reason, be held to be invalid, illegal or unenforceable in any respect which is not
material to the transactions contemplated hereunder, such invalidity, illegality or
unenforceability shall not affect any other provisions of this Agreement, but this Agreement shall
be construed as if such invalid, illegal or unenforceable provision or provisions had never been
contained herein.

31. Assignment. Any and all rights under this Agreement granted to Lessee may not
be sold, assigned, conveyed or transferred in any manner by Lessee to any other person or entity.
Notwithstanding the foregoing, however, Lessee may assign this entire Agreement and the
development rights provided for herein to an institutional lender or lenders providing financing
for the development of all or any portion of the Subject Property as security for the repayment of
such loan or loans, with the prior written consent of the State.

32. State’s Right to Assign. It is specifically understood and agreed that the State
(through the Board) may convey or otherwise transfer the Subject Property subject to the terms
and conditions of this Agreement, and assign this entire Agreement (including, but not limited to
the assignment of any lease issued or to be issued under this Agreement) to any other department
or agency of the State of Hawaii, subject to such department or agency affirmatively agreeing to
accept such Subject Property subject to the terms and conditions of this Agreement and assuming
all undertakings and obligations under this Agreement and/or the extension of the term of the
Lease or Extended Lease issued or to be issued under this Agreement. Upon any such
assignment, Lessee agrees to attorn to the assignee on the terms and conditions of this
Agreement, the lease, or any other lease that is part of this Agreement.

33. Development Rights. Upon the expiration or any early termination of this
Agreement by the State for whatever reason, all development rights, permits, approvals, plans,
specifications, etc. prepared by or for Lessee in connection with Lessee’s efforts relating to the
proposed development and improvements to be constructed at the Subject Property or under this
Agreement shall, to the extent owned by and/or assignable by Lessee, vest with and become a
part of the Subject Property of the State. At the request of the State, Lessee shall do all things
reasonably necessary to assign to the State, all such development rights, permits, approvals,
plans, specifications, etc.

34. DLNR. Notwithstanding anything herein to the contrary, it is specifically
understood and agreed by the parties that: (a) the “State” as used herein means the Department of
Land and Natural Resources, State of Hawaii, and the “Chairperson” as used herein means the
Chairperson of the Board of Land and Natural Resources; (b) whenever action is taken, or
required to be taken by the “State” under this Agreement (e.g., approve, disapprove, consent or
otherwise), it shall be deemed to be an act of only the Board of Land and Natural Resources, and
shall not be construed to be the act of any other department or agency of the State of Hawaii.
Lessee acknowledges and accepts the responsibility for obtaining all entitlements and
governmental approvals from the other applicable governing boards, agencies and departments
of the State, County and Federal Government.
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35.  No Third-Party Beneficiaries. No third-party beneficiaries are intended by this
Agreement, and the terms and provisions of this Agreement shall not give rise to any right in
third parties to enforce the provisions of this Agreement.

36.  Nondiscrimination. The use of the Subject Property shall not be in support of any
policy which discriminates against anyone based upon race, creed, color, national origin or a
physical handicap.

37. Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be deemed to be an original and all of which taken together shall constitute
one and the same instrument.

38.  Time is of the Essence. Time is of the essence in all provisions of this
Agreement.

39.  Exhibits. The following exhibits are attached to this Agreement and deemed
incorporated herein this Agreement by reference:

Exhibit A: Map of Subject Property

Exhibit B: Lessee’s Development Plan dated December 23, 2024.

[THE NEXT PAGE IS THE SIGNATURE PAGE.]
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IN WITNESS WHEREQF, the parties hereto have executed this Agreement on the date
and year first above written.

Approved and Executed by the Chairperson STATE OF HAWAII
pursuant to authority granted by the Board

of Land and Natural Resources at its

meeting held on . By

DAWN N. S. CHANG
Chairperson of the Board of Land and
Natural Resources

APPROVED AS TO FORM:

Name:
Deputy Attorney General

Dated:

CQ Pacific, LLC
a Hawaii Limited Liability Company

Lessee
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STATE OF HAWAII )

COUNTY OF )

Onthis __ day of ,20___, before me personally appeared

, to me personally known, who, being by me duly sworn or affirmed, did
say that such person executed the foregoing instrument as the free act and deed of such person,
and if applicable in the capacity shown, having been duly authorized to execute such instrument
in such capacity.

Notary Public, State of Hawaii

My commission expires:
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STATE OF HAWAII )

COUNTY OF )

Onthis __ day of ,20___, before me personally appeared

, to me personally known, who, being by me duly sworn or affirmed, did
say that such person executed the foregoing instrument as the free act and deed of such person,
and if applicable in the capacity shown, having been duly authorized to execute such instrument
in such capacity.

Notary Public, State of Hawaii

My commission expires:
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EXHIBIT A
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EXHIBIT B

LESSEE’S DEVELOPMENT PLAN DATED , 2025

The Project currently entails the following work which will be done concurrently as a single

construction project (subject to availability of materials):

Item

Estimated Cost

1. Septic Tank (without plans)

Purchase and delivery of traffic rated 1500 gallon plastic
septic tank; excavate and backfill for new sewer pipe to
new septic system; excavate and backfill for new septic
tank; import cushion and backfill materials for new trench
and septic system; excavation, pumping and filling of
existing cesspool with fill material; hauling of spoils and
demo materials to proper dump site; prep work for new
asphalt and concrete; replacement of asphalt and concrete
in excavated areas

$78,900.00 (See Exhibit 1)

2. Septic System Design

Individual Wastewater System (IWS) design and final
inspection and as -built filing with Department of Health
and Site Plan and Floor Plan

$6,020.94 (See Exhibit 1)

3. Custom Fit Gutters

Remove and install 110° new custom fit gutters, 100° gable
flashing at sides of building. 110° parapet cap flashing at
ridge line; treat rust and underline with sealant to prevent
water from siphoning back under the laps; replace leaking
screws; cap beam end from water sitting; replace 3 each
purlins that are rusted. Stainless steel gutters with flashing.

$35,649.20 (See Exhibit 1)

Total

$120,570.14

The total estimated cost for the Project is $120,570.14, which is 32.15% of the market value of
the existing improvements (based on Lessee’s appraisal) and exceeds the 30% threshold required

under HRS Section 171-192.
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