
~Reviewed and Approved by the Executive Director: 
November 18, 2021 

FOR ACTION 

I. REQUEST 

Approve a Policy for the General Terms and Conditions of Ground Lease Extensions for 
Affordable Multifamily Rental Housing Projects Located on Land Owned by or Set 
Aside to the Hawaii Housing Finance and Development Corporation 

II. FACTS 

A. Hawaii Housing Finance and Development Corporation (HHFDC) owns the fee­
simple interest in 27 affordable multifamily rental housing projects and has 
management control of the land underlying an additional five (5) affordable 
multifamily rental housing projects through set-aside by executive order, all 32 of 
which are located throughout the State and ground-leased by various for-profit 
and non-profit owners (the Projects). See Exhibit A. 

B. With one exception, the Project leases had initial terms of between 51 years and 
75 years, and rent for 26 of the 32 projects is $1.00 per year. 1 The $1.00 per year 
rents helped developers to obtain sufficient mortgage financing and reduce 
carrying costs, ensuring that the Projects would be financially feasible at 
affordable rental rates while maximizing the number of affordable units 
constructed.2 

C. As discussed at the March 11 , 2021 regular meeting of the HHFDC Board of 
Directors (the Board), because the owners' interests in the Projects are leasehold 
in nature, the ground lease terms must periodically be extended to secure new 
mortgage financing for major renovation programs. Absent such extensions, 
projects would inevitably fall into disrepair and be surrendered to HHFDC with 
major capital expenditure needs.3 The March 11 , 2021 For Information and 
Discussion is attached as Exhibit B. 4 

D. As shown in Exhibit A, to date, ground leases have been extended for three (3) 
Projects to help to effect major renovations that required new or additional 
mortgage financing. Annual rent for the extended leases is $1.00 for all three of 
these Projects. 

1 Refer to the notes in Exhibit A for information on the six exceptions to the $1 .00 annual rent. 
2 Historically, HHFDC has also offered similar lease rents and terms for State land used by non-profits providing 
critical services in communities where the corporation has been active in the financing and development of 
affordable housing. Examples include the Waipahu Community Adult Day Health and Youth Day Care Center, the 
KCAA Muriel Preschool located in Kakaako, and the Kulia I Ka Nuu Resource Center located in Waianae (the latter 
of which is pending lease execution). 
3 For the purposes of this For Action, a lease "extension" may mean any of the following: 1) an amendment 
extending the term of an existing lease; 2) the cancellation of an existing lease and execution of a new lease for a 
longer term; or 3) an amendment and restatement of an existing lease which extends the term. 
4 Note that Exhibit A to the March 11, 2021 For Information and Discussion contained an incomplete list of24 
affordable multifamily rental housing projects. 
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III. DISCUSSION 

A. HHFDC's mission is to increase and preserve the supply of workforce and 
affordable housing statewide by providing leadership, tools, and resources to 
facilitate housing development. 

1. To increase the supply of affordable rental housing, HHFDC historically 
has leased land at a nominal annual rent of $1.00 for the development of 
new multifamily rental housing projects. 

2. To preserve the supply of affordable rental housing, HHFDC historically 
has extended leases at a nominal annual rent of $1.00 for the rehabilitation 
of existing multifamily rental housing projects. 

B. HHFDC's leased-fee affordable multifamily rental housing portfolio continues to 
grow, and older projects are requiring an increasing level of staff attention as they 
become acquired by new owners ( or otherwise recapitalized) and rehabilitated. 
Additionally, with the dissolution of the Hawaii Rental Housing System Revenue 
Bond Fund in 2019, the Dwelling Unit Revolving Fund is now burdened with 
increased allocable staff and overhead costs for lease administration and asset 
management activities. 

1. By charging a nominal ground rent that is greater than $1.00 per year, over 
time HHFDC's leased-fee multifamily rental housing projects can 
generate predictable, recurring cash flows to help to pay for personnel 
costs and overhead relating to the administration ofHHFDC's portfolio of 
project ground leases, community-center ground leases, commercial space 
leases, revocable permits, and similar real property agreements that are 
administered by the Real Estate Portfolio and Compliance Section (REC). 
Currently, there are 41 such agreements, with five additional ground leases 
expected to be executed during the next several years for a total of 46 real 
property agreements ("leases"). 

2. Staff estimates that personnel costs and overhead5 relating to lease 
administration activities will total approximately $440,000 during Fiscal 
Year 2022. Dividing this estimated annual cost by the 46 leases expected 
to be administered by REC in the near-to-medium term results in an 
annual cost of $9,562 per lease. 

C. Staff believes that, in furtherance ofHHFDC's mission to preserve the supply of 
affordable rental housing and in consideration of the costs involved in the 
administration ofHHFDC's leases, ground lease extension requests for affordable 
multifamily rental housing should factor into the following key terms and 
conditions. 

1. Cancellation of Lease; New Lease. The existing ground lease shall be 
canceled, and a new ground lease shall be executed based on the standard 
form of ground lease agreement ( as may be modified by the terms 
contained in this Section III.C) then in use by HHFDC at the time. 

5 Personnel costs are primarily attributable to REC staff time but also include allocations of Planning Evaluation and 
Compliance Branch, Fiscal Management Branch, and Office of the Executive Director staff time. Overhead 
includes office rent; equipment purchases and leases; computer software licensing fees; office supply purchases; and 
the like. 
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2. Substantial Rehabilitation. The new ground lease shall only be executed 
upon the closing of a financing transaction required for the substantial 
rehabilitation of the leased property. 

3. Affordability. The new ground lease shall contain affordability 
restrictions substantially similar to the restrictions contained in the 
existing lease. 

4. Maximum Term. The term of the new ground lease shall not exceed 75 
years. For properties that have been set aside to HHFDC under executive 
order by the governor, the maximum term shall be subject to approval by 
the Board of Land and Natural Resources. 

5. Annual Base Rent. The new ground lease shall provide for annual base 
rent payable annually in advance based on the below schedule and 
increasing by three percent (3%) per year during the entire term of the 
lease. (The purpose of the annual base rent is to help to pay for HHFDC's 
estimated allocated lease administration costs, and it is recommended that 
these costs be reevaluated every five years.) 

Lease Initial 
Commencement Date Annual Rent 

Fiscal Year 2022 $10,000 
Fiscal Year 2023 $10,500 
Fiscal Year 2024 $11,000 
Fiscal Year 2025 $12,500 
Fiscal Year 2026 $13,000 

6. Lease Premium. The new ground lease may provide for, in addition to 
Annual Base Rent, a lease premium ofnot less than $25,000 payable upon 
execution of the lease for the purpose of paying for HHFDC's renovation 
monitoring costs, if any. Such lease premium may be adjusted upwards at 
the Executive Director's discretion depending on the type of project (i.e., 
garden-style, mid-rise, or high-rise), the number of units, project location, 
and other relevant factors.) 

7. Rehabilitation Monitoring. The new ground lease shall include a Capital 
Improvement Plan as an exhibit, describing the building system 
improvements and replacements; unit interior upgrades; common-area 
upgrades; energy-efficiency projects; and similar capital improvements to 
made by the lessee, and the schedule according to which the capital 
improvements will be completed. 

The new ground lease shall require that the lessee: a) cause its 
management personnel to regularly meet with HHFDC and/or and 
HHFDC's consultants to discuss the progress of construction; and b) 
prepare and deliver to HHFDC on a quarterly basis a written progress 
report that details the portion of the Capital Improvement Plan completed 
during the prior quarter. 
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IV. RECOMMENDATION 

That the HHFDC Board of Directors approve the following: 

A. A policy for the general terms and conditions of ground lease extensions for 
affordable multifamily rental housing projects located on land owned by or set 
aside to the Hawaii Housing Finance and Development Corporation as described 
in Section III.C. of this For Action; 

B. Authorize, until June 30, 2026, the Executive Director to enter into ground lease 
extensions for affordable multifamily rental housing projects located on land 
owned by or set aside to the Hawaii Housing Finance and Development 
Corporation pursuant to the approved policy relating to the general terms and 
conditions described herein (allowing for modifications as may be deemed 
reasonable in the Executive Director's sole and absolute discretion); and 

C. Authorize the Executive Director to undertake all tasks necessary to effectuate the 
purposes of this For Action. 

Attachments: Exhibit A- Schedule of Affordable Rental Housing Projects (Leased-Fee Owned 
by or Set Aside to HHFDC) 

Exhibit B - March 11, 2021 For Information and Discussion 
Exhibit C - Confidential Executive Session Material 
Exhibit D - Confidential Executive Session Material 

Prepared by: Chris Woodard, Real Estate Portfolio Manager 

Reviewed by: Janice Takahashi, Chief Planner 

Approved by The Board of Directors at its meeting 
NOVEMBER 18, 2021on _____________________ 

PLANNING, EVALUATION & COMPLIANCE BRANCH 

Please take necessary action. 

~I\ - -
EXECUTIVE DIRECTOR 
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AFFORDABLE RENTAL HOUSING PROJECTS OWNED 
IN FEE SIMPLE BY OR SET ASIDE TO HHFDC 

Lease Lease Initial Remaining 
Project Name Start Date End Date Term {;yrs.} Term {;yrs.} Cit;y Island Units 

Waimanalo Apartments 12/22/1971 12/21/2046 75 25 Waimanalo Oahu 80 
Hale O Hauoli 5/30/1984 5/30/2049 65 28 Pearl City Oahu 100 
Manana Gardens 2/8/2000 2/7/2051 51 29 Pearl City Oahu 72 

Initial Term 12/31/1984 12/30/2039 55 
Jack Hall Kona 2/8/1978 2/7/2053 75 31 Kailua-Kona Hawaii 48 
Hale Mohalu (I) 6/1/1994 5/31/2059 65 38 Pearl City Oahu 210 
Front Street Apartments (2) 1/1/1999 6/30/2066 67 45 Lahaina Maui 142 
Senior Residence at Iwilei (1) 8/1/2016 7/31/2071 55 50 Honolulu Oahu 160 
Kukui Gardens Makai 12/18/2007 12/18/2072 65 51 Honolulu Oahu 389 
Mokuola Vista 12/22/2008 12/31/2073 65 52 Waipahu Oahu 70 
E Komo Mai (1) 4/28/2011 4/27/2076 65 54 Hilo Hawaii 45 
Hale Mohalu II 4/14/2011 4/30/2081 70 59 Pearl City Oahu 500 
Kamana Elderly (1) 8/4/2016 8/4/2081 65 60 Hilo Hawaii 62 

Initial Term 7/1/1978 6/30/2053 75 
Na Lei Hulu Kupuna 12/29/2017 12/28/2082 65 61 Honolulu Oahu 76 

Initial Term 12/1/1991 11/30/2023 32 
Hale Makana O Kupuna 7/15/2016 7/15/2083 67 62 Kailua-Kona Hawaii 85 
Hale Makana Oharra 7/15/2016 7/15/2083 67 62 Kailua-Kona Hawaii 85 
Keahumoa Place Phase I 7/17/2018 6/11/2084 66 63 Kapolei Oahu 75 
Keahumoa Place Phase II 9/27/2018 7/31/2084 66 63 Kapolei Oahu 82 
Keahumoa Place Phase III 9/27/2018 7/31/2084 66 63 Kapolei Oahu 82 
Waiaka 10/7/2009 10/6/2084 75 63 Honolulu Oahu 8 
Keahumoa Place Phase IV 6/4/2019 5/19/2085 66 63 Kapolei Oahu 81 
Meheula Vista Phase I (3) 11/15/2015 11/30/2085 70 64 Mililani Oahu 76 
Meheula Vista Phase II (3) 11/15/2015 11/30/2085 70 64 Mililani Oahu 75 
Meheula Vista Phase III (3) 11/15/2015 11/30/2085 70 64 Mililani Oahu 75 
Meheula Vista Phase IV (4) 11/15/2015 11/30/2085 70 64 Mililani Oahu 75 
Halekauwila Place (I) 8/1/2011 7/31/2086 75 65 Honolulu Oahu 204 
Kekuilani Gardens 6/30/2016 6/29/2091 75 70 Kapolei Oahu 80 
Honokowai Kauhale 5/17/2019 5/16/2094 75 72 Lahaina Maui 184 
Lailani Apartments 5/17/2019 5/16/2094 75 72 Kailua-Kona Hawaii 200 
Kamakee Vista (5) 11/5/2020 5/16/2094 74 72 Honolulu Oahu 226 
Kauhale Kakaako 5/17/2019 5/16/2094 75 72 Honolulu Oahu 268 
Kekuilani Courts 5/17/2019 5/16/2094 75 72 Kapolei Oahu 80 
Pohulani Elderly 5/17/2019 5/16/2094 75 72 Honolulu Oahu 263 

Notes 

1) Project land set aside to HHFDC pursuant to executive order. 
2) At the direction of the Legislature, in 2019 HHFDC purchased the leased-fee interest in Front Street Apartments for 
$14.93 million to preserve the property's affordability. Current annual base rent is $310,800. Lessee also pays percentage 
rent, which totaled approximately $115,000 during FY 2021. 
3) Current annual rent is $23,333 and was set through a request for proposals process. Additionally, HHFDC received a 
$750,000 lease premium for Phase III. 
4) Annual rent of$23,333 was set through a request for proposals process and commences on June 4, 2022. Additionally, 
HHFDC received a lease preium of$500,000. 
5) As a result of a modification to the request for proposals award relating to the leasehold sale of the former Hawaii 
Rental Housing System Revenue Bond Fund portfolio, 50% positive net cash flow is paid by lessee as rent. Annualized 
first half CY 2022 rent is approximately $147,000. 
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Reviewed and Approved by the Executive Director: -~ 
March 11, 2021 

FOR INFORMATION AND DISCUSSION 

I. SUBJECT 

Information on and Discussion of General Terms and Conditions of Ground-Lease 
Extensions for Affordable Rental Projects Located on Land Owned by or Set Aside to the 
Hawaii Housing Finance and Development Corporation 

II. FACTS 

A. Hawaii Housing Finance and Development Corporation (HHFDC) owns in fee 
simple or has management control through set-aside the land underlying 24 
affordable rental housing projects located throughout the State and ground-leased 
by various for-profit and non-profit developers. 

B. Generally, the project ground leases had initial terms of between 51 years and 75 
years, and the rent for the overwhelming majority is a nominal one dollar ($1.00) 
per year. Such favorable terms helped the developers to obtain sufficient mortgage 
financing and to reduce carrying costs of the projects, ensuring that they would be 
financially feasible at affordable rental rates. 

C. A schedule of the above-referenced affordable rental housing projects including 
ground lease start and end dates is attached as Exhibit A.1 

ID. DISCUSSION 

A. Because the owners' interests in the subject properties are leasehold in nature, the 
ground lease terms must periodically be extended to secure new mortgage financing 
for major renovation programs. If such a ground lease is not extended, then the 
owner may eventually have to surrender the project to HHFDC (perhaps before the 
end ofthe full lease term) with major capital expenditure needs. 

B. As shown in Exhibit A, to date, three (3) project owners have requested and 
received an extended ground lease term to help effect major renovations that require 
new or additional mortgage financing.2 HHFDC has continued to charge an annual 
rent of one dollar ($1.00) during the extended terms. 

C. HHFDC's 'current form of project ground lease is based on the Kamana Elderly 
Amended and Restated Ground Lease (attached as Exhibit B) that was executed in 
2016 and which was negotiated as a result of the owner's request for an extension 
to the initial term expiring in 2053. The Kamana Elderly agreement incorporated 
two new and significant lease terms, which are summarized as follows. 

1 Historically, HHFDC has also offered similar lease rents and terms for State land used by non-profits providing 
critical services in communities where the corporation has been active in the financing and development ofaffordable 
housing. Examples include the Waipahu Community Adult Day Health and Youth Day Care Center, the KCAA 
Muriel Preschool located at Kamakee Vista in Kakaako, and the Kulia I Ka Nuu Resource Center in Waianae (the 
latter ofwhich is pending lease execution). In the coming months, staff also plans to seek HHFDC Board ofDirectors 
(Board) approval of similar terms for a ground lease to non-profit Hawai'i Montessori School located adjacent to 
Lailani Apartments· in Kailua-Kona. 
2 A ground lease extension for a fourth project, Jack Hall Kona, was approved by the Board at its March 12, 2020 
regular meeting but has not yet been documented. 
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1. The authority of HH.FDC to approve net proceyd.s to the owner resulting 
from any sale or refinancing ofthe project (Section A); and 

2. The requirement to increase the annual lease rent of one dollar ($1.00) to a 
proportionate market rent should any units lose their affordability 
restrictions through foreclosure or other legal action. 

D. Discussion Regarding Payment ofNominal Lease Rent for the Extended Term 

1. HH.FDC's mission is to increase and preserve the supply ofworkforce and 
affordable housing statewide by providing leadership, tools, and resources 
to facilitate housing development. If the availability ofState land for lease 
at a nominal rent is a key tool for affordable housing production, then it can 
also be considered a key tool for the preservation of such housing. 

2. A one dollar ($1.00) per year or other nominal rent3 may be necessary to 
ensure an existing project's continued :financial feasibility. Should major 
renovations not be :financially feasible, then the quality ofthe State's limited 
affordable housing stock would be negatively affected. HH.FDC would also 
risk being forced to take possession of projects in need of major capital 
improvements before or upon the initial lease expiration date. This could 
cause affordable units to go offline while the corporation makes 
improvements or seeks anew leasehold owner to redevelop or renovate the 
project. 

E. Discussion Regarding Payment ofMeaningful Lease Rent for the Extended Term 

1. Discussion Regarding Payment of a Lease Rent Premium 

By its very nature, the extension of a ground lease creates immediate 
monetary value for the lessee in the form ofnet cash flows expected to be 
generated during the extended term. Explained another way, it is the 
difference between the leasehold value ofthe property: a) as-is with no lease 
extension; and b) as ifthe lease is extended. Such value can be determined 
by appraisal and could be realized in the form ofa lease extension premium 
paid to HHFDC. 

a. Although HHFDC may not have received any meaningful monetary 
consideration through its historical lease extension practices, it 
should be noted that the State's affordable rental housing stock is 
enhanced with renovated rental units for an extended affordability 
period. 

b. There are many examples of affordable housing projects where 
developers have purchased land at substantial cost. However, 
projects where HH.FDC offered leased land at a nominal rent 
through a competitive request for proposals process have 
presumably resulted in additional units generated (whether in total 
or for lower-income households) than if the developer was subject 
to market land costs. 

c. Because the incremental cash flows during an extended term won't 
be realized for decades, the value of the ground lease extension as 

3 The Department of Land and Natural Resources charges a nominal lease rent of$480/year to non-profits per policy 
established by its Board ofDirectors. 
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derived through an appraisal process is highly sensitive to the 
growth and discount rates used in the valuation analysis. 

2. Discussion Regarding Payment of an Annual Lease Rent 

Given the current State budget constraints caused by the pandemic and 
suspension of certain revenue streams, it would be beneficial for HHFDC 
to generate steady, recurring cash flows from extended-term lease rents to 
support its costs ofadministering and enforcing the terms ofthe leases. The 
corporation's leased-fee rental housing portfolio continues to grow, and · 
older projects are requiring more staff attention. More active asset 
management is required for administration generally and also for 
recent/pending HHFDC project dispositions which undergo substantial 
post-closing renovations. 

Example: A developer recently resubmitted its request to secure a lease 
extension for a project in connection with a planned . acquisition and 
rehabilitation using lIHFDC's Low-Income Housing Tax Credit and Hula 
Mae Multifamily Tax-Exempt Bond programs. The requested extended 
term would run approximately from 2047 through 2083. Using the 
property's assessed land value as a proxy, a market rent for the extended 
lease term would generate approximately $13,000 annually (in 2021 
dollars) assuming a 6% rate of return which is typical ofmany commercial 
ground leases in the State of Hawaii. 

3. Discussion Regarding Payment of a Hybrid Lease Rent 

HHFDC could also charge some negotiated combination of upfront lease 
premium and annual lease rent. 

F. It should be noted that, should HHFDC receive what it deems to be satisfactory 
monetary compensation for·project ground lease extensions, then Section A of the 
form ofground lease regarding the authority ofHHFDC·to approve net proceeds to 
the owner resulting from any sale or refinancing ofthe project may be modified or 
deleted. 

Attachments: Exhibit A- Schedule ofAffordable Rental, Housing Projects (Leased-Fee Owned 
or Set Aside to HHFDC) 

Exhibit B - Kamana Elderly Amended and Restated Ground Lease 

Prepared by: Chris Woodard, Real Estate Portfolio Manager 

Reviewed by: Janice Takahashi, Chief Planner 
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Lease Lease Initial Remaining 
Project Name Start Date End Date Term{Iears} Term {;):'.ears} Ci!;):'. Island Units 

Waimanalo Apartments 12/22/1971 12/21/2046 75 26 Waimanalo Oahu 80 
Hale O Hauoli 5/30/1984 5/30/2049 65 28 Pearl City Oahu 100 
Manana Gardens 2/8/2000 2/7/2051 51 30 Pearl City Oahu 72 

Initial Term 12131/1984 12/30/2039 55 
Jack Hall Kona 2/8/1978 2/7/2053 75 32 Kailua-Kona Hawaii 48 
HaleMohalu 6/1/1994 5/31/2059 65 38 Pearl City Oahu 210 
Front Street Apartments 1/1/1999 6/30/2066 67 45 Lahaina Maui 142 
Senior Residence at Iwilei 8/1/2016 7/31/2071 55 50 Honolulu Oahu 160 
Kukui Gardens Makai 12/18/2007 12/18/2072 65 52 Honolulu Oahu 389 
Mokuola Vista 12/22/2008 12/31/2073 65 53 Waipahu Oahu 70 
EKomoMai 4/28/2011 4/27/2076 65 55 Hilo Hawaii 45 
Hale Mohalu II 4/14/2011 4/30/2081 70 60 Pearl City Oahu 500 
Kamana Elderly 8/4/2016 8/4/2081 65 60 Hilo Hawaii 62 

Initial Term 711/1978 6/30/2053 75 
Na Lei Hulu Kupuna 12/29/2017 12/28/2082 65 62 Honolulu Oahu 76 

Initial Term 12/1/1991 11/30/2023 32 
Hale Makana OKupuna 7/15/2016 7/15/2083 67 62 Kailua-Kona Hawaii 85 
Hale Makana Ohana 7/15/2016 7/15/2083 67 62 Kailua-Kona Hawaii 85 
Waiaka 10n12009 10/6/2084 75 64 Honolulu Oahu 8 
Halekauwila Place 8/1/2011 7/31/2086 75 65 Honolulu Oahu 204 
Kekuilani Courts 6/30/2016 6/29/2091 75 70 Ka:polei Oahu 80 
K.amakee Vista 11/5/2020 5/16/2094 74 73 Honolulu Oahu 226 
Honokowai Kauhale 5/17/2019 5/16/2094 75 73 Lahaina· Maui 184 
Kauhalc Kakaako 5/17/2019 5/16/2094 75 73 Honolulu Oahu 268 
Kekuilani Courts 5/17/2019 5/16/2094 75 73 Kapolci Oahu 80 
Honokowai Kauhale 5/17/2019 5/16/2094 75 73 Lahaina Maui 200 
Pohulani Elderly 5/17/2019 5/16/2094 75 73 Honolulu Oahu 263 

EXHIBITA 
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STATE OF HAWAII 
BUREAU OF CONVEYANCES 

RECORDED 
~ August 05, 2016 8:01 AM 
1 Doc No(s) A-60610279 

lei lESUET. KOBATA 
ACTING REGISTRARi!ll 1111111111 

1/12 !CL Conveyance Tax: $1.00 
B-32847633 

Return by Mail (·.-3/ Pickup ( ) To: V Land ?ourt_( ) Regular (X) Double 
( ) 

Hawaii Housing Finance and Development Corporation 

' 677 Queen Street, Suite 300 {,e £J4D tJ/) J.15VJ V 
Honolulu, Hawaii 96813 
Attention: Stanley S. Fujimoto~ ~{k·~~Manager 

. * 
it :Iii- Total pages 
lf-*"" ** 3Co 

TYPE OF DOC~NT: Amended and Restated Ground Lease , 
-· (Kamana Apartments - Affordable Rental Housing Project for the· 

Elderly or Disabled Tenants) 

PARTIES TO DOCUMENT: 

Lessor: Hawaii Housing Finance and Development Corporation, a public 
body and a body corporate and politic of the State ofHawaii 

Lessee: Kamana, Inc., a Hawaii non-profit corporation 

PROPERTY DESCRIPTION DOCUMENT NO. 

DOCUMENT NO. 
TRANSFER CERTIFICATE OF 
TITLENO: 

TAX MAP KEY NO. (3) 2-4-056-022 
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Documents provided by DataTree LLC via tr,, pR>priotaiy lm"lllOII and dol"1ely syst,,m. Copyright 2003, All rights reserved. 

AMENDED AND RESTATED GROUND LEASE 
{Kamana Apartments - Affordable Rental Housing Project for the Elderly or Disabled 

Tenants) 

THIS INDENTURE ("Lease"), made this 4th day of August, 2016, ("Effective 
Date") by and between the HAWAIi HOUSING FINANCE AND DEVELOPMENT 
CORPORATION, a public body and a body corporate and politic of the State of Hawaii, 

/
the principal place ofbusiness and mailing address of which is 677 Queen Street, Suite 300, 
Honolulu, Hawaii 96813, ("Lessor"), and KAMANA, INC., a Hawaii non-profit 
corporation, whose principal place of business and mailing address is 688 Kinoole Street, 
#212, Hilo, Hawaii, 96720-3869 ("Lessee"); 

WITNESSETH: 

WHEREAS, by General Lease No. S--4610 dated November 21, 1979 and recorded in 
the Bureau ofConveyances of the State of Hawaii as Uber 14602 at Page 516, the State of 
Hawaii, by its Board ofLand and Natural Resources ("Lessor''), as lessor, and Big Island 
Housing Foundation, a non-profit corporation, as lessee, leased the land ("Land") described / 
therein for a term ofseventy-five (75) years, commencing on July 1, 1978, up to and including 
Ju~e 30, 2053. 

WHEREAS, General Lease No. S-4610 was amended by instrument dated March 24, 
1980 and recorded in said Bureau as Ltoe_r 14602 at page 545. 

WHEREAS, by Assignment ofLease dated September 18, 1997 and recorded in said 
Bureau as Document No. 97-178748, General Lease No. S-4610 was assigned to Kamana, Inc., 
a Hawaii non-profit corporation. Consent thereto was given by the Lessor by instrument dated 
November 17, 1997 and filed in said Bureau as DocumentNo. 97-17849 and by the United 
States ofAmerica, acting by and through the Secretary of Housing and Urban Development, by 
instrument dated November 12, 1997, recorded as Document No. 97-178751 . 

WHEREAS. the leased premises was set aside to Lessor by Executive Order No. 
4504, dated June 3, 2016 and recorded in said Bureau as Document No. 60250897. 

WHEREAS, Lessee is the managing general partner of U00660 Hilo, L.P. (the 
"Partnership") pursuant to that certain First Amended and Restated Limited Partnership 
Agreement (the "Partnership Agreement") among Lessee, U00660 Hilo LLC as co-general 
partner, and Alden Capital Partners Tax Credit Fund 10, LP as investor limited partner and 
state tax credit limited partner (together, the "Tax Credit Investor") . 

. 
Lessor and Lessee herein mutually agree to amend and restate said General Lease 

No. S-4610 in its entirety as set forth below. 

NOW, THEREFORE, by virtue of the au~ority granted pursuant to Executive 

1 
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Documents pr,,,fdlld by OataT""' LI.C Illa l\'s pmprle!al)' fmolllng and dol..,11' system. Copydght:2003, All lf!lhls n,:.,rvod, 

Order No. 4504, the Lessor for and in consideration of the rent to be paid and of the terms. 
covenants and conditions herein contained, all on the p~ of the Lessee to be kept. 
observed and performed, does lease unto 1:he Lessee, and the Lessee does lease from the 
Lessor the premises at Waiakea, South Hilo, Island and County of Hawaii, State of Hawaii 
more particularly described in Exhibit "A" which is attached and incorporated by reference 
(the "premises" or the "Leased Land"). 

It being expressly understood and agreed by Lessor that, except as provided herein, 
Lessee is the leasehold owner of all buildings and real property improvements and fixtures 
which are now or hereafter situated on such land described in Exhibit "A"; provided that 
Lessee, for itself and its successors and assigns, covenants that, except as provided by 
Sections 9 and 27 of this Lease, the buildings and real property improvements and fixtures 
shall not be separated from the premises demised hereby and can only be conveyed or 
encumbered with any conveyance or encumbrance of this Lease subject to Lessor's 
approval or consent if required as provided below in Section 13 pertaining to "Assignment 
of Lease" even though not expressly mentioned or described in the conveyance or ether 
instrument. 

TO HAVE AND TO HOLD the leased premises ·unto the Lessee for the tenn of: 
Sixty-Five (65) years, commencing on the Effective Date, up to and including the 4th day 
of August, 2081, unless sooner tenninated, as hereinafter provided, the Lessor reserving and 
the Lessee yielding and paying to the Lessor at the office of the Lessor, an annual and 
additional quarterly rent as provided hereinbelow: 

A. Base Lease Rent. A base lease rent of $1.00 per year for the full term of the 
Lease shall be payable in advance in a lump sum payment ofSIXTY-FIVE 
AND NO/100 DOLLARS ($65.00) upon the execution of this Lease; and 

Lessee understands and agrees that the base lease rent of $1.00 per year for 
the term of this Lease is substantially less than the fair market rent for the 
leased premises and is in furtherance of the public purpose ofproviding 
affordable housing opportunities in the State of Hawaii. Except for a 
reasonable management fee for operation of the Project as described in 
Section 12 below, Lessee shall not benefit financially from any conveyance 
or refinancing of this Lease, unless approved in writing by the Lessor, 
except for the following: 

1. The sales price of Lessee's leasehold interest in the Project shall be 
subject to the following: 

a. The Lessee shall be permitted to recapture documented 
advances made for the Project; and 

b. Any excess proceeds ofany sale shall be placed in escrow or 
other mutually agreeable vehicle or mechanism and used to 
create additional affordable housing in the State of Hawaii; 
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2. Lessee's reserves for the Project will be identified and transferred to 
any transferee of the Project; and 

3. Lessor reserves the right to impose less, different or additional 
conditions to any extensions of this Lease. 

This restriction set forth in this Section A. shall not apply ifLessee acquired 
its leasehold interest through foreclosure of a mortgage secured by this 
Lease (whether by judicial proceedings or by virtue of any power of sale 
contained in the mortgage), nor any conveyance of the Lease to the 
mortgagee or its designee by an assignment or by a deed in lieu of 
foreclosure or other similar instrument as described in Section 20 below. 

B. Additional Lease Rent. Additional lease rent of twenty per cent (20%) of all 
rent Lessee collects, other than rent from Affordable Units in accordance 
with Section 12 below, payable quarterly to Lessor, by the end ofthe 
calendar month following the quarter for which such lease rent is based. 
The additional lease rent shall be submitted in arrears with an itemized list 
of all rent Lessee collected, other than rent from leases ofaffordable 
housing, for the quarter upon which the additional. lease rent is based. 

C. Increase ofBase Lease Rent. In the event of a foreclosure of a mortgage 
secured by this Lease (whether by judicial proceedings or by vmue of any 
power of sale contained in the mortgage), or any conveyance of the Lease to 
the mortgagee or its designee by an assignment or by a deed in lieu of 
foreclosure or other similar instrument as described in Section 20 below, if 
any of the dwelling units in the Project on the leased premises are not used 
as Affordable Units as described in Section 12 below, the base lease rent of 
the leased premises shall be increased in the following manner: 

1. From and upon the first day (the "Rent Increase Commencement 
Date'') of the first full calendar l;Il.Onth after the use of any or all of 
such dwelling units as other than Affordable Units, the annual rent 
for the leased premises shall be calculated as follows: 

Fair market value of the land x 8% x percentage of 
such dwelling units not used as Affordable Units + rent 
otherwise due under Paragraph A hereof x percentage of such 
dwelling units used as Affordable Units. For purposes 
hereof, the fair market value of the land shall be determined 
exclusive of buildings and improvements, and based upon the 
actual then existing use for which the Lessee shall use the 
improvements on the land, and exclusive of the encumbrance 
of this Lease. 
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2. The fair market value of the land shall be determined as of the Rent 
Increase Commencement Date and each fifth anniversary of the Rent 
Increase Commencement Date. If the Lessor and the Lessee are 
unable to agree upon the fair market value of the land within 45 days 
after the Rent Increase Commencement Date or each such 
adjustment date, the fair market value of the land shall be determined 
in the manner set forth in Paragraph C.7 hereof. 

3. The percentage of dwelling units used as Affordable Units shall be 
adjusted on each anniversary of the Rent Increase Commencement 
Date. Such percentage shall be certified to the Lessor by the Lessee 
in a written report as of the Rent Increase Commencement Date and 
each anniversary thereof, which report shall show the calculation of 

. any adjustments and shall be delivered to the Lessor with the rental 
payment then due. 

4. Adjustments to the fair market value of the land or to such 
percentages may be upwards but not downwards, and the rent due 
under the above formula shall. in no event be less than the·rent paid 
for the previous rental period. 

5. The adjusted rent shall be paid in advance in equal monthly 
installments on the first day of each month. 

6. Notwithstanding anything elsewhere stated in this Lease, if the 
dwelling unit in the Project oh the leased premises designated as the 
manager's unit is not being used as an Affordable Unit, then, and 
notwithstanding such use, so long as 75% or more of the dwelling 
units in the Project are being used as Affordable Units, the dwelling 
unit designated as the manager's unit shall be deemed to be used as 
an Affordable Unit. 

7. In the event of failure to agree on a fair market value of the land for 
any of the periods within the time specified in Paragraph C hereof, 
either party may give to the other written notice of a desire to have 
an arbitration by three appraisers to determine the said fair market 
value in the manner proved for in Chapter 658A of the Hawaii 
Revised Statues, as the same may be amended, and name one of the 
appraisers in said written notice, whereupon tl:!e other party shall, 
within ten days after receipt of such notice, name a second appraiser, 
and in case of failure so to do the party who has already named an 
appraiser may have the second appraiser selected or appointed by 
one of the judges of the Circuit Court of the Third Circuit, State of 
Hawaii, and the two appraisers so appointed in either manner shall 
select and appoint a third appraiser, and in the event the two 
apprai~ers shall fail to appoint the third appraiser within ten days 
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after the naming of the second appraiser, either party may have the 
third appraiser selected or appointed by one of the said judges, and 
the three appraisers so appointed shall thereupon proceed to 
determine the fair market value of the land on the basis hereinafter 
set forth, and the decision and award of any two of them shall be 
fmal, conclusive and binding upon all parties, unless the same shall 
be vacated, modified or corrected, all as provided in said Chapter 
658A. as the same may be amended. The appraisers shall be 
recognized real estate appraisers, and shall have all the powers and 
duties prescribed in said Chapter. It is understood and agreed that 
the appraisers' duty will be to only determine the fair market value of 
the land, exclusive ofbuildings and improvements but based on the 
actual then existing use or uses for which Lessee shall use the 
improvements, and exclusive of the encumbrance of this Lease. In 
all cases of arbitration, the Lessor and the Lessee shall each pay the 
expenses of their own attorney's, appraiser's and witnesses' fees, and 
all other expense of such arbitration shall be divicled equally between 
the Lessor and the Lessee. If and whenever the fixing of such rental 
is under arbitration, the Lessee, pending the determination thereof, 
shall continue to pay the same rental which the Lessee had been 
paying during the last preceding rental period. However, if the rental 
which the Lessee had been paying during the last preceding rental 
period was only $1.00 each year, Lessee, pending the determination 
by the appraisers of the fair market value of the land, shall pay the 
amount which Lessor considers to be the rent due in accordance with 
Paragraph C hereof. Lessor shall promptly repay Lessee for rental 
overcharge or Lessee shall promptly pay Lessor the deficiency, if 
any, upon the conclusion of the arbitration proceeding, in either case, 
together with interest thereon at the rate of 12% per annum. 

8. This Paragraph C shall not affect the additional lease rent due under 
Paragraph B hereof, except that the total of the base lease rent and 
the additional lease rent shall not exceed eight percent (8%) of the 
fair market value of the land per year. 

RESERVING UNTO THE LESSOR THE FOLLOWING: 
' 

I. Minerals and Waters. (a) All minerals as hereinafter defined, in. on or under 
the premises and the right, on its own behalf or through persons authorized by it, to 
prospect for, mine and remove the minerals' and to occupy and use so much of the surface 
of the ground as may be required for all purposes reasonably extending to the mining and 
removal of the minerals by any means whatsoever, including strip mining. "Minerals," as 
used herein, shall mean any or all oil, gas, coal, phosphate, sodium, sulphur, iron, titanium, 
gold, silver, bauxite, bauxite clay, diaspore, boehmite, laterite, gibbsite, alumina, all ores of 
aluminum and, without limitation thereon, all other mineral substances and ore deposits, 
whether solid, gaseous or liquid, including all geothermal resources, in, on, or under the 
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land, fast or submerged; provided, that "minerals" shall not include sand, gravel, rock or 
other material suitable for use and used in general construction in furtherance of the 
Lessee's permitted activities on the premises and not for sale to others. (b) All surface and 
ground waters appurtenant to the premises and the right on its own behalf or through 
persons authorized by it, to capture, divert or-impound the same and to occupy and use so 
much of the premises required in the exercise of this right reserved; provided, however, that 
the exercise of the foregoing rights shall (i) have no material adverse effect on the use and 
operation of the Leased Land or (ii) otherwise be exercised by the Lessor following a 
condemnation of the Leased Land in accordance with Section 22 hereof, to the extent 
permitted. by law. 

2. Prehistoric and Historic Remains. ~ prehistoric and historic remains found 
on the premises. 

THE LESSEE COVENANTS AND AGREES WITH THE LESSOR AS 
FOLLOWS: 

I. Payment of Rent. The Lessee shall pay the rent to the Lessor at the times, in 
the manner and form provided in this Lease and at the place specified above, or at any other 
place the Lessor may from time to time designate, in legal tender of the United States of 
America. 

2. Taxes. Assessments, Etc. The Lessee shall pay or cause to be paid, when 
due, the amount of all taxes, rates, fees, fines, and assessments of every description as to 
which the premises or any part, or any improvements, or the Lessor or Lessee, are now or 
may be assessed or become liable by authority of law during the term of this Lease; 
provided, however, that with respect to any assessment made under any betterment or 
improvement law which may be payable in installments, Lessee shall be required to pay 
only those installments, together with interest, which becomes due and payable during the 
term. 

a. Lessee's Right to Contest. Lessee shall have the right, at its own 
expense, to contest the amount or validity of any tax or assessment by appropriate 
proceedings diligently conducted in good faith. As a condition precedent to Lessee's 
contesting any tax or assessment, Lessee shall (i) comply with all laws, orders, rules and 
regulations respecting such contest, (ii) give Lessor prior written notice ofLessee's intent 
to so contest said amount or validity, and (iii) in order to protect Lessor from any sale or 
foreclosure against the premises or any part thereof, provide a good an9- sufficient surety 
bond or other security deemed appropriate by Lessor in the amount of such tax or 
assessment plus estimated penalties and interest that may be imposed. Lessee shall bear any 
and all costs, liabilities or damages, including reasonable attorneys' fees and costs arising 
out of such cont~st. Nothing in this section relieves, modifies, or extends Lessee's covenant 
to pay any such tax. or assessment at the time and in the manner provided in this Section 2. 

b. Lessor's Cooperation in Lessee's Contest. Provided Lessor incurs no 
cost or liability in doing so, Lessor shall cooperate (and Lessor shall execute applications, 
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certificates and like documents) with Lessee in any proceedings brought by Lessee to 
contest the validity or the amount of any taxes or assessments or to recover any taxes or 
assessments paid by Lessee. If the provisions of any law at the time in effect shall require 
that such proceedings be brought by or in the name ofLessor,.then, provided Lessor incurs 
no cost or liability in doing so, Lessor shall join in any such proceedings or permit the same 
to be brought in its name. If any such proceedings shall be brought by Lessee, Lessee shall, 
without limiting any other indemnity in this Lease, defend, indemnify and hold the Lessor 
and the State of Hawaii harmless from all claims arising from such proceedings. 

3. Utility Services. The Lessee shall pay when due all charges, duties and rates 
of every description, including water, sewer, gas, refuse collection or any other charges, as 
to which the premises or any part, or any improvements, or the Lessor or Lessee may 
become liable for during the term, whether assessed to or payable by the Lessor or Lessee, 
excluding any utility charges contracted directly by the residential and retail commercial 
tenants. 

4. Covenant against Discrimination. The use and enjoyment of the premises 
shall not be in support of any policy which discriminates against anyone based upon race, 
creed, sex, color, national origin, religion, marital status, familial status, ancestry, physical 
handicap, disability, or HIV (human immunodeficiency virus) infection. 

5. Sanitation. The Lessee shall keep the premises am~_improvements in a 
strictly clean, sanitary and orderly condition as comparable residential developments in 
Hawaii, similar in age, desirability of location, level ofhousing affordability, kind and 
nature to the Improvements. 

6. Waste and Unlawful, Improper or Offensive Use of Premises. The Lessee 
shall be responsible for the maintenance of the premises during the term of this Lease and 
shall not commit, suffer or permit to be committed any waste, nuisance, strip or unlawful or 
improper use of the premises or any part thereof. Lessee shall be responsible for 
responding to any complaints against the leased premises and for resolving any issues 
arising from the complaints, including but not limited to, taking action to halt any waste, 
nuisance, or unlawful use of the premises. 

7. Compliance with Laws. The Lessee shall comply with the applicable laws 
of all governmental authorities having jurisdiction over the Leased Land, construction of 
the Improvements, and use and operation of the premises now in force or w~ch may 
become effective subsequent to the commencement of this Lease. 

8. In§pection ofPremises. The Lessee shall permit the Lessor and its agents, at 
all reasonable times during the Lease term, to enter the premises and examine the state of 
its repair and condition with three (3) days pnor written notice to Lessee. 

9. · Improvements. Except as provided in Section 12 of this Lease and in 
Section 2 ofExhibit B of this Lease, the Lessee shall not at any time during the term 
construe~, place, maintain or install on the premises any building, structure or improvement 

7 

EXHIBITB 

EXHIBITB 



Do<tmionts pmv!dod by DzlaTroe LLC w. It's: proprletlly lmaglnu 2nd do!wezy syslem. COpyrlght2003, All dghts ,,_rvod. 

of any kind and description except with the prior written approval of the Lessor and upon 
those conditions the Lessor may reasonably impose with exception that Lessee is not 
required to obtain Lessor's prior approval to effect (i) emergency repairs, (ii) interior 
alterations or minor repairs that are non-structural and do not significantly alter the external 
appearance or view of any improvements, (iii) other routine maintenance work that does 
not otherwise involve major repairs, or (iv) tenant improvement repair(s) in the retail 
commercial space. The Lessee shall own the improvements until the expiration or earlier 
termination of the Lease, at which time the ownership shall, at the option of the Lessor, · 
remain and become the property of the Lessor or shall be removed by Lessee at its sole cost 
and expense. Accordingly, at all times during the term of this Lease, Lessee shall be 
deemed to exclusively own the improvements for federal and state and local tax. purposes, 
and Lessee alone shall be entitled to all of the tax attributes of ownership thereof, including, 
without limitation, the right to claim depreciation or cost recover deductions, the right to 
claim the tax credits available to the Lessee under Section 42 of the Internal Revenue Code, 
with respect to the improvements, and the right to amortize capital costs and to claim any 
other federal or state or local tax. benefits attributable to the improvements. Lessee and 
Lessor shall each report this transaction consistent with the provisions of this Section 9 on 
any federal, state or local tax return filed by each. At the expiration or earlier termination 
of this Lease, provided Lessee is not then in default, Lessee may remove any or all of 
Lessee's personal property from the premises so long as (i) such personal property can be 
removed without structural damage to the improvements, and (ii) such personal property is 
removed within thirty (30) days following such expiration or earlier termination of this 
Lease, and (iii) all resultant damage to the premises and any improvements are promptly 
and completely remedied and Lessee takes reasonable steps necessary to preserve the 
appearance of the premises and any improvements. Any personal property ofLessee 
remaining on the premises after said thirty (30) day period shall automatically vest and 
become the sole property ofLessor without any payment by Lessor and without any further 
action or agreement required, including the necessity ofbill of any sale, deed, conveyance 
or other act or agreement of Lessee, and without payment of any kind or nature by Lessor 
to Lessee or to any other person. 

Notwithstanding any provision herein or elsewhere to the contrary, Lessee shall 
own in fee simple all buildings, structures and real property improvements which are now 
or hereafter situated on the premises; provided that Lessee, for itself and its successors and 
assigns, covenants that the buildings, structures and real property improvements shall not 
be separated from the premises and can only be conveyed or encumbered with any 
conveyance or encumbrance of this Lease subject to Lessor's approval or consent as 
provided below in Section 13, Assignment ofLease etc. 

10. Repairs to Improvements. The Lessee shall, at its own expense, keep, 
repair, and maintain all buildings and improvements now existing or hereafter constructed 
or installed on the premises in good ord~r, condition and repair, reasonable wear and tear 
excepted as to comparable residential developments in Hawaii, similar in age, desirability 
of location, level ofhousing affordability, kind and nature to the improvements. Lessee 
shall also, at its own expense, make any and all repairs and perform all work required to 
keep the premises, buildings, and improvements on the premises in compli~ce with all 
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County, State, and Federal laws and regulations, including but not limited to environmental, 
Americans with Disabilities Act, and other requirements. 

11. Liens. Except for the liens permitted by Section 13, Section 19 and Section 
20 ofthis Lease and except for leases and/or rental agreements with residential and 
commercial tenants for the residential and commercial spaces in the project described in 
Section 12, the Lessee shall at all times keep the premises free and clear of all mechanics' 
and materialmen's liens and all other liens and encumbrances. Lessee shall promptly pay 
all contractors and materialmen in accordance with its contract(s) for construction of any 
improvements with respect to work performed by or for Lessee or materials purchased by 
or for Lessee so as to prevent any liens attaching to the premises. Notwiths4mding the 
preceding sentence, Lessee may contest any and all invoices and payment requests from 
such contractors and materialmen, provided that Lessee, if the amount contested exceeds 
Twenty-Five Thousand Dollars ($25,000), shall first post with Lessor a bond (in an amount 
equal to 100% of the contested invoices) or other security, in form and amount reasonably 

• acceptable to Lessor, to secure the payment of any contested amounts (plus any fees, 
interests and penalties) and the removal of any liens which may attach as a result of such 
nonpayment and contest if such lien remains outstanding for a period of more than twenty 
(20) calendar days. Lessee shall defend, indemnify, and hold harmless the Lessor from and 
against any claims for such liens and encumbrances and all resulting expenses. 

12. Character of Use. The Lessee shall use or cause the premises to be used for 
the pmposes of operating and maintaining a 62-unit (includes 1 resident manager's unit) 
affordable multifamily rental housing project for elderly or disabled persons. ("Affordable 
Units") and ancillary facilities as described in the Use Restrictions set forth in Exhibit ''B" /
attached hereto and incorporated herein by reference, unless otherwise agreed to by Lessor 
("Project"). Lessee shall ensure that the use and occupancy of the premises complies with 
all applicable. County, State, and Federal laws and regulations. As used herein, the term 
"elderly'' means a person who has attained the age of sixty-two years. 

13. Assignments of Lease, etc. Except for the assignment of this Lease by 
Lessee to the Partnership and as otherwise permitted by Section 20 hereof, Lessee shall not 
assign this Lease without the written approval or consent of Lessor. A permitted assignee 
shall have the same rights and obligations hereunder as the original Lessee; provided, 
however, that no such assignment shall be effective to transfer any interest in this Lease 
unless Lessor shall have approved or consented to the assignment and shall have received 
either a true executed copy of such assignment or written notice thereof, and also, in any 
case other than assignment by way of a mortgagor's assignment to or by the Department of 
Housing and Urban Development or Veterans Administration or upon foreclosure ofa 
mortgage or assignment in lieu of foreclosure, the written undertaking of the assignee to 
perform all obligations of Lessee hereunder, which undertaking may be incorporated in 
such assignment. No such assignment shall release the Lessee or assignor from further 
liability hereunder unless Lessor shall consent in writing to such assignment, and Lessor 
will not require payment of any money for such consent nor withhold such consent 
unreasonably or because of the assignee's national origin, race, color or creed; provided, 
however, that any person acquiring the leasehold estate in consideration of the 
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extinguishment ofa debt secured by mortgage of this Lease or through foreclosure sale, 
judicial or otherwise, shall be liable to perform the obligations imposed on Lessee by this 
Lease only during the period such person has possession of ownership of the leasehold 
estate. 

14. Subletting; Space Lease: Parking Spaces. Except for renting the dwelling 
units in the Project, together with the parking spaces, to eligible persons and families 
consistent with the provisions of Section 12 above, Lessee shall not be allowed to sublet the 
whole or any portion of the premises. 

15. Indemnity. The Lessee shall defend, indemnify, and hold harmless the 
Lessor from and against any claim.or demand for loss, liability, or damage, including 
claims for bodily injury, wrongful death, or property damage, arising out of or resulting 
from: 1) the use, occupancy, maintenance, or enjoyment of the premises; 2) any failure on 
the part of the Lessee to maintain the premises and sidewalks, roadways and parking areas 
adjacent thereto in Lessee's ,use and control, and including any accident, fire or nuisance, 
growing out of or caused by any failure on the part of the Lessee to maintain the premises 
in a safe condition; and 3) from and against all actions, suits, damages, and claims by 
whomsoever brought or made by reason of the Lessee's non-observance or non­
performance of any ofthe terms, covenants, and conditions of this Lease or the rules, 
regulations, ordinances, and laws of the federal, state, municipal or county governments. 
This provision shall survive the expiration or earlier tennination of this Lease. 

16. Costs ofLitigation. In case the Lessor shall be made a party to any litigation 
commenced by or against the Lessee ( other than condemnation proceedings), the Lessee 
shall pay all costs, reasonable attorney's fees, and expenses incurred by or imposed on the 
Lessor; furthermore, the Lessee sh~ pay all costs, reasonable attorney's fees, and expenses 
which may be incurred by or paid by the Lessor in enforcing the covenants and agreements 
of this Lease, in recovering possession ofthe premises, or in the collection of delinquent 
rents, taxes, and any and all other charges. 

17. Liability Insurance. Lessee shall maintain insurance acceptable to Lessor in 
full force and effect throughout the term of this Lease. The policy or policies of insurance 
maintained by the Lessee shall provide the _following minimum policy limits and coverages: 

Coverage Minimll!D, Policy Limits 

Commercial General Lessee's commercial general liability and 
Liability and Auto­ automobile liability, including products and 
mobile Insurance completed operations coverage, and 

automobile liability insurance shall be 
written !)Il occurrence form and contain 
broad form property damage and bodily 
injury coverage of a combined single limit 
ofnot less than $3,000,000 per occurrence 
and $5,000,000 in the aggregate arising out 
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Pollution Liability 

Workers' Compensation 

Property 

of or in connection with operations 
performed under this Lease. Automobile 
insurance, and basic no-fault and personal 
injury protection as required by Hawaii 
laws, shall be no less than $1,000,000 per 
accident. If the Lessee does not own 
automobiles, it shall maintain Hired & Non­
owned Automobile Liability coverage. 

Lessee shall obtain at Lessee's expense, and 
shall keep in effect during the term of the 
Lease, Pollution Liability Insurance 
covering Lessee's liability for bodily injury, 
property damage and environmental damage 
resulting from sudden accidental and 
gradual pollution and related cleanup c0sts 
incurred by Lessee all arising out of Lessee's 
lease and use of the Leased Land. Combined 
single limit per occurrence may not be less 
than $3,000,000. Annual aggregate limit 
may not be less than $5,000,000. The policy 
shall name the State of Hawaii, Department 
of Land and Natural Resources and the 
Lessor as additional insureds. 

As required by Hawaii laws 

.Including Windstorm written on a 
replacement cost basis in an amount not less 
than 100% of the replacement cost of the 
buildings and contents, including 
betterments and improvements, made by 
Lessee, located on the premises. Lessee 
shall be responsible for any deductible or 
self-insurance retention, and to provide these 
coverages on a primary basis. State of 
Hawaii, Department ofLand and Natural 
Resources and Lessor shall be a loss payee 
under the Property Insurance. Coverage 
should be evidenced on form Acord 27 -
Evidence ofProperty Insurance. 

The Commercial General Liability Insurance and the Automobile Insurance 
shall contain the following five provisions: 
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a. It is agreed that any insurance maintained by the State ofHawaii 
shall apply in excess of and not contribute with insurance provided by this policy. 

b. The State of Hawaii, Department ofLand and Natural Resources and 
Lessor are-added as additional insured parties for operations performed on the property 
under this Lease. 

c. If a general aggregate limit is used, the general aggregate limit shall 
apply separately to this Lease. · 

d. Insurance shall include a cross liability or severability ofinterest 
clause. 

e. Ifany of the above required insurance is cancelled before the 
expiration date thereof, Lessee shall provide Lessor with thirty (30) days advance written 
notice. · 

The above required insurance shall be primary and shall cover the insured for all 
operations to be performed under this Lease and on the leased premises, all operations 
performed incidentally, directly or indirectly connected with all operations to be performed 
under this Lease and on the premises, including operations performed outside the work area 
and all change order work. 

Lessee agrees to a Waiver of Subrogation for each required policy described herein. 
When required by the insurer, or should a policy condition not permit the Lessee to enter 
into a pre-loss agreement to waive subrogation without an endorsement, the Lessee shall 
notify the insurer and request that the policy be endorsed with a Waiver of Transfer of 
Rights of Recovery Against Others, or its equivalent. This Waiver of Subrogation 
requirement shall not apply to any policy, which includes a condition specifically 
prohibiting such an endorsement, or voids coverage should the Lessee enter into such an 
agreement on a pre-loss basis. 

Lessee agrees to deposit with Lessor, on or before the Effective Date of this Lease, 
certificates of insurance necessary to satisfy Lessor that the insurance provisions of this 
Lease have been complied with. Lessee further agrees to keep such insurance in effect and 
current certificates of insurance on deposit with Lessor during the entire term of this Lease. 
The certificates of insurance shall refer to this Lease. 

Lessor shall retain the right at any time to review and approve coverage, form, and 
amount of the insurance required by this Lease. If, in the reasonable opinion ofLessor, the 
insurance provisions in this Lease do not provide adequate protection for Lessor, Lessor 
may require the Lessee to obtain insurance sufficient in coverage, form, and amount to . 
provide adequate protection. Lessor's requirements shall be reasonable but shall be . 
designed with due regard to the then prevailing prudent business practice in the State of 
Hawaii to assure protection from and against the kind of and the extent of risks which exist 
at the time a change in insurance is required. 
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Lessor shall notify the Lessee in writing of any changes in the insurance 
requirements desired by Lessor. If the Lessee does not deposit copies of insurance policies 
with Lessor incorporating such changes requested by Lessor within sixty ( 60) days of 
receipt of such notice, this Lease shall be in default without further notice to the Lessee and 
Lessor shall be entitled to all legal remedies, including termination of this Lease, and the 
Lessee shall be liable for all damages, costs, and fees. If any such insurance changes shall 
not be available at commercially reasonable rates, Lessee shall have the right to contest 
Lessor's request. 

The procuring of the required policy or policies of insurance shall not be 
construed to limit the Lessee's liability under this Lease nor to fulfill the indemnification 
provisions and requirements of this contract. Notwithstanding the policy or policies of 
insurance, the Lessee shall be obligated for the total amount of any damage, injury, or loss 
incurred under or related to this Lease to the extent the Lessee is liable therefor under 
Sections 11, 15 or 29 of this Lease. 

All rights or claims or subrogation against the State ofHawaii and Lessor, 
their officers, employees, and agents are waived. 

Lessee shall procure from each of the insurers under all policies of insurance 
obtained pursuant to the provisions of this Lease, including but not limited to public 
liability and fire insurance, a waiver of all rights of subrogation which said insurer might 
otherwise have, as against the other party hereto, said waiver to be in writing and for the 
express benefit of the other. 

17A. Contractor's Pollution Liability Insurance. Any general contractor contracted 
to build a building or undertake substantial rehabilitation of the Project on the premises 
shall be required to obtain and maintain Pollution Liability Insurance covering its liability 
for bodily injury, property damage and environmental damage resulting from sudden 
accidental and gradual pollution and related cleanup costs arising out of or caused by the 
operations and construction activities of said general contractor. Combined single limit per 
occurrence shall not be less than $3,000,000 and aggregate limit of not less than 
$5,000,000. The policy shall have tail coverage extending 5 years beyond the completion 
of the work contemplated by the applicable construction contract. The policy shall name the 
State of Hawaii, Department ofLand and Natural Resources and the Lessor as additional 
insureds. 

18. Property Insurance. The Lessee, at its cost and expense, shall procure and 
maintain at all times during the term of this Lease, fire and extended coverage insurance 
with an insurance company(s) licensed to do business in the State ofHawaii, insuring all 
buildings and improvements erected on the Jeased premises in the joint names ofLessor 
and Lessee, with the standard mortgage clause for mortgagee, if any, as their interest may 
appear, in. an amount equal to the replacement cost of the facilities and shall pay the 
premiums at the time and place required under the policy. 
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Subject to the prior written approval of mortgagee, in the event of total or partial 
loss, any proceeds derived from the policy(s) shall be used by the Lessee for rebuilding, 
repairing, or otherwise reinstating the same buildings in a good and substantial manner 
according to plans and specifications approved in writing by the Lessor; provided. however, 
that with the approval of the Lessor, the Lessee may surrender this Lease and pay the 
balance owing on any mortgage and the Lessee shall then receive after payment of such 
balance, that portion of the remaining proceeds which the unexpired term ofthis Lease at 
the time of the loss or damage bears to the whole of the term, the Lessor to be paid the 
balance of the proceeds. 

The Lessee shall furnish the Lessor on or before the Effective Date of this Lease, a 
certificate showing the policy(s) to be in full force and effect and shall furnish a like 
certificate upon each renewal of the policy(s). 

Lessee shall procure from each of the insurers under all policies of insurance 
obtained pursuant to the provisions ofthis Lease, including but not limited to public 
liability and fire insurance, a waiver of all rights of subrogation which said insurer might 
otherwise have, as against the other party hereto, said waiver to be in writing and for the 
express benefit of the other. · 

Notwithstanding the foregoing. this Lease may not be terminated in the event of a 
casualty without the prior written consent of the Leasehold Mortgagee, and all insurance 
proceeds to which Lessee is entitled shall be paid to the Leasehold Mortgagee and 
disbursed only in accordance with the applicable loan documents. 

19. Lessor's Lien. The Lessor shall have a lien on all the buildings and 
improvements placed on the premises by the Lessee, on all property kept or used by the 
Lessee on the premises, whether the same is ex.empt from execution or not and on the rents 
of all improvements and buildings located on the premises for all Lessor's costs, attorney's 
fees, rent reserved, for all taxes and assessments paid by the Lessor on behalf of the Lessee, 
and for the payment of all money provided in this Lease to be· paid by the Lessee, and this 
lien shall continue until the amounts due are paid. Notwithstanding the foregoing, this lien 
shall be subordinate in all respects to any mortgage which Lessee shall be allowed to place 
on this Lease or to which Lessor shall consent as provided in this Lease. Lessor shall 
execute such instruments as a permitted mortgagee may reasonably require to evidence the 
subordination of Lessor's lien. Upon Lessor's request, Lessee shall execute a UCC-1 
statement for recording in the Bureau of Conveyances, State ofHawaii, memorializing 
Lessor's security interest. 

20. Mortgage. Except for those certain leasehold mortgages to encumber this 
Lease in connection with certain :financing from Freddie Mac under its Direct Purchase of 
.Tax Exempt Loan Program (the "Permitted Leasehold Mortgages") and Tax Credit Investor 
and as otherwise provided in this Lease, the Lessee shall not mortgage, hypothecate, or 
pledge the premises, any portion, or any interest in this Lease without the prior written 
approval ofthe Lessor apd the Tax Credit Investor and any mortgage, hypothecation, or 
pledge without Lessor's and Tax Cr~t Investor's approval shall be null and void. 
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Upon due application and with the written consent of the Lessor and Tax 
Credit Investor, the Lessee may mortgage, pledge or otherwise transfer this Lease ifLessee 
obtains a loan, the repayment ofwhich is to be secured by one or more mortgages on the 
leasehold estate in favor of (i) any department or agency of the federal government, 
including U.S. Dep~ent of Housing and Urban Development, Federal Housing 
Administration, Veterans Administration, Rural Development, (ii) any department, agency 
or public body and body corporate and politic of the State ofHawaii, (iii) any agency or 
department of the.County of Hawaii, (iv) any bond issuer, underwriter or trustee, or (v) any 
lending institution (including, without limitation, any bank, insurance company, pension or 
retirement fund or mutual fund), in each case, to finance or refinance the development and 
construction of improvements on the premises (together with the Permitted Leasehold 
Mortgages, each a "Leasehold Mortgage" and the holder of any such Leasehold Mortgage 
(which includes any and al.I Permitted Leasehold Mortgages) referred to as a "Leasehold 
Mortgagee"). It is understood and agreed that such Leasehold Mortgagee. or its designee, 
or any purchaser in foreclosure-proceedings, or any grantee pursuant to an assignment in 
lieu of foreclosure, may become the legal Lessee under this Lease through foreclosure 
proceedings, by assignment of this Lease in lieu of foreclosure or otherwise. Neither the 
foreclosure of any Leasehold Mortgage (wliether by judicial. proceedings or by virtue of 
any power of sale contained in the Leasehold Mortgage), nor any conveyance of the 
leasehold estate created by this Lease by Lessee to any Leasehold Mortgagee or its 
designee by an assignment or by a deed in lieu of foreclosure or other similar instrument 
shall require the consent ofLessor under, or constitute a default under, this Lease, and upon 
such foreclosure, sale or conveyance, Lessor shall recognize the purchaser or other 
transferee in connection therewith as the Lessee under this Lease. 'Lessee is authorized 
otherwise to comply with the requirements of the mortgagee for obtaining such mortgage 
loan. No liability for the performance of Lessee's covenants and agreements hereunder 
shall attach to or be imposed upon any Leasehold Mortgagee, unless such Leasehold 
Mortgagee forecloses its interest and becomes the Lessee under this Lease, following which 
the liability shall attach only during the term of ownership of the leasehold estate by said 
Leasehold Mortgagee, its nominees and assigns; and provided further, such liability shall be 
limited to value of the Leasehold Mortgagee's, nominee's or assign' s interest in this Lease. 
If a Leasehold Mortgagee shall acquire title to Lessee's interest, by foreclosure of a 

·Leasehold Mortgage thereon, by assignment in lieu offoreclosure or by an assignment from 
a nominee or wholly-owned subsidiary of such Leasehold Mortgagee; or under a new lease 
created pursuant to Section 20.e. below, or otherwise, such Leasehold Mortgagee may 
subsequently assign such Lease or sublet or underlet the premises in accordance with the 
terms of this Lease, without the prior consent ofLessor, and such assignee shall enjoy all 
rights, powers and privileges granted herein. No Leasehold Mortgagee shall become 
personally liable under the agreements, terms, covenants or conditions of this Lease or any 
new lease entered into in accordance with the provisions of Section 20.e. below, unless and 
until it becomes, and then only for as long as it remains, the owner 9f the leasehold estate 
pursuant to this Lease. 

During the term of any Permitted Leasehold Mortgages and if any future Leasehold 
Mortgagee shall give written notice to Lessor ofits Leasehold Mortgage, together with the 
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name and address of such future Leasehold Mortgagee, then, notwithstanding anything to 
the contrary in this Lease, until the time, if any, that the Permitted Leasehold Mortgages 
and any such future Leasehold Mortgage shall be satisfied and release of record: 

a. No act or agreement between or on the part of Lessor or Lessee to 
cancel, terminate, surrender, amend, or modify this Lease or Lessee's right to possession 
shall be binding upon or effective against the Leasehold Mortgagee without its prior written 
consent. 

b. If Lessor shall give any notice, demand, election or other 
communication required hereunder (hereafter collectively, "Notices") to Lessee hereunder, 
Lessor shall concurrently give a copy of each such Notice to the Leasehold Mortgagee at 
the address designated by the J.,easehold Mortgagee.· Such copies of Notices shall be sent 
by personal delivery, by an overnight delivery service, or by registered or certified mail, 
return receipt requested, and shall be deemed given upon receipt ifsent by_personal 
delivery, on the next busmess day if sent by an overnight delivery service, and seventy-two 
hours after the time such copy is deposited in the United States Post Office with postage 
charges prepaid, addressed to the Leasehold Mortgagee. No Notice given by Lessor to 

· Lessee shall be binding upon or affect Lessee or the Leasehold Mortgagee unless a copy of 
the Notice shall be given in writing to the Leasehold Mortgagee pursuant to this subsection. 
Lessor will not exercise any right, power or remedy with respect to any default hereunder, 
and no notice to Lessee ofany such default shall be effective, until Lessor shall have so 
given to the Leasehold Mortgagee written notice or a copy of its notice to Lessee of such 
default. In the case of an assignment of the Leasehold Mortgage or change in address of 
the Leasehold Mortgagee, the assignee or Leasehold Mortgagee, by written notice to 
Lessor, may change the address to which such copies ofNotices are to be sent. 

c. There shall be added to the grace periods provided in Section 21 
hereof to Lessee for curing any default, an additional ten (10) days in the case ofa default 
in payment ofany rents, and an additional sixty (60) days in the case of all other defaults, 
for such Leasehold Mortgagee to cure the same beyond the time allowed to Lessee. Lessor 
will not terminate this Lease because of any default by Lessee hereunder or other cause 
whatsoever if, within such additional applicable time period after Lessor has mailed written 
notice of inten~on to terminate this Lease for such cause to the Leasehold Mortgagee at its 
last known address and also, if such Leasehold Mortgage is insured by the Department of 
Housing and Urban Development or guaranteed by the Veterans' Administration, to such 
Department or Administration, the Leasehold Mortgagee or such Department or 
Administration shall either cure such default or other cause or, if the same cannot be cured 
by the payment of money, shall undertake in writing to perform all the covenants of this 
Lease capable ofperformance by it until such time as this Lease shall be sold upon 
foreclosure pursuant to such Leasehold Mortgage, and in case of such undertaking, Lessor 
will not terminate this 1=,ease within such further time as may be required by.the Leasehold 
Mortgagee or such Department or Administration to complete foreclosure ·of such 
Leasehold Mortgage or other remedy thereunder, provided (a) that such remedy is pursued 
promptly and completed with due diligence, and (b) that Lessor is paid all rent and ·other 
charges accruing hereunder as the same become due, and u~on foreclosure sale of this 
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Lease, the time for performance of any obligation ofLessee then in default hereunder other 
than payment of money shall be extended by the time reasonably necessary to complete 
such performance with due diligence. Notwithstanding the foregoing, if a Leasehold 
Mortgagee completes a foreclosure of this Lease or otherwise diligently exercises its rights 
and remedies hereunder, Lessor shall waive any events of default that cannot reasonably be 
cured by such Leasehold Mortgagee. 

d. If any Leasehold Mortgagee is prohibited from commencing or 
prosecuting foreclosure or other appropriate proceedings in the nature thereof by any 
process or injunction issued by any court or by reason of any action by any court having 
jurisdiction of any bankruptcy or insolvency proceeding involving Lessee, the times 
specified above for commencing or prosecuting foreclosure or other proceedings shall be 
extended for the period of the prohibition. 

e. Lessor agrees that, in the event of termination of this Lease for any 
reason (including, but not limited to, a rejection or termination of this Lease in bankruptcy . 
or any other default by Lessee), Lessor, if requested by any Leasehold Mortgagee, will 
enter into a new lease of the premises with the most seniorLeasehold Mortgagee requesting 
a new lease, which new lease shall commence as of the date of termination of this Lease 
and shall run for the remainder of the original term of this Lease (and any renewal term, if 
any), at the base rent and additional lease rent and upon the terms, covenants and conditions 
herein contained, provided: 

i. Such Leasehold Mortgagee shall make written request upon 
Lessor for the new lease within sixty (60) days after the date such Leasehold Mortgagee 
receives written notice from Lessor that this Lease has been terminated; 

ii. Such Leasehold Mortgagee shall pay to Lessor at the time of 
the execution and delivery of the new lease any and all sums which would, at that time, be 
due and unpaid pursuant to this Lease but for its termination; 

111. Such Leasehold Mortgagee shall perform and observe all 
covenants in this Lease to be performed and observed by Lessee, and shall further remedy 
any other conditions which Lessee under this Lease was obligated to perform under its 
terms, to the extent the same are reasonably susceptible ofbeing cured by the Leasehold 
Mortgagee; and 

iv. The lessee under the new lease shall have the same right of 
occupancy to the buildings and improvements on the premises as Lessee had under this 
Lease immediately prior to its termination. 

Notwithstanding anything to the contrary expressed or implied in this Lease, any 
new lease made pursuant to this Section 20 shall have the same priority as this Lease with 
respect to any mortgage, deed of trust, or other lien, charge or encumbrance on the fee of 
the premises, and any sublease under this Lease.shall be a sublease under the new lease and 
shall not be deemed to have terminated by their termination of this Lease. 
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f. To the extent permitted by law, Lessor shall not convey, transfer, 
assign., mortgage or encumber its interest in the Leased Land, without the prior written 
consent ofLeasehold Mortgagee, and shall prohibit Lessee from subordinating Lessee's 
interest in this Lease to any subsequent mortgage of the fee estate granted by Lessor 
without the approval of the Leasehold Mortgagee. 

Nothing herein contained shall require any Leasehold Mortgagee to enter into a new 
lease pursuant to this Section 20 or to cure any default ofLessee referred to above. 

21. Breach. Time is of the essence in this agreement, and if the Lessee shall fail 
to pay the rent, or any part, at the times and in the manner provided within thirty (30) days 
after delivery by the Lessor of a written notice of breach or default, or if the Lessee shall 
become bankrupt. or shall abandon the premises, or if this Lease and premises shall be 
attached or taken by operation of law, or if any assignment is made of the Lessee's property 
for the benefit of creditors, or ifLessee shall fail to observe and perform any of the 
covenants, terms, and conditions contained in this Lease and on its part to be observed and 
performed, and this failure shall continue for a period ofmore than sixty (60) days after 
delivery by the Lessor of a written notice of breach or default, by personal service, 
registered mail or certified mail to the Lessee at its last known address and to each 
mortgagee or holder ofrecord having a security interest in the premises, the Lessor may at 
once re-enter the premises, or any part, and upon or without the entry, at its option, 

. terminate this Lease without prejudice to any other remedy or right of action for arrears of 
rent or for any preceding or other breach ofcontract; and in the event of termination, at the 
option of the Lessor, all buildings and improvements shall remain and become the property 
of the Lessor, or shall be removed by Lessee, in either case, at no cost or expense of Lessor, · 
furthermore, Lessor shall retain all rent paid in advance to be applied to any damages. 

21A. Tax Credit Investor Rights. 

(a) Lessor agrees to provide Tax Credit Investor any Notice provided to Lessee 
pursuant to this Lease at the following address: Alden Capital Partners Tax Credit Fund IO, 
LP, 15260 Ventura l3oulevard, Suite 600, Los Angeles, CA 91403. 

(b) Lessor agrees that it will take no action to effect a termination of this Lease 
by reason of any Breach without first giving to the Tax Credit Investor reasonable time, not 
to exceed ninety (90) days after Lessor's notice as provided in 21A(a) above, to cure such 
breach or to replace the Partnership's general partner(s) and cause the n_ew general 
partner(s) to cure such breach. 

22. Condemnation. If at any time, during the term of this Lease, any portion of 
the premises should be condemned, or required.for public purposes by any county or city 
and county, the rent shall be reduced in proportion to the value of the portion of the 
premises condemned. Lessee shall be entitled to receive from the condemning authority (a) 
the value of growing crops, if any, which Lessee is not permitted to harvest and (b) the 
proportionate value of the Lessee's permanent improvements so taken in the proportion that 
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it bears to tbe unexpired term of the Lease; provided, that tbe Lessee may, in the 
alternative, remove and relocate its improvements to tbe remainder of tbe premises 
occupied by the Lessee. The Lessee shall not by reason of the condemnation be entitled to 
any claim against tbe Lessor for condemnation or in~emnity for leasehold interest and all 
compensation payable or to be paid for or on account of the Lessor's interest by reason of 
the condemnation shall be payable to and be the sole property of the Lessor. The foregoing 
rights ofthe Lessee shall not be exclusive of any other to which Lessee may be entitled by 
law. Where the portion taken renders the remainder unsuitable for the use or uses for 
which the premises were leased, the Lessee shall have the option to surrender this Lease 
and be discharged and relieved from any further liability; provided, that Lessee may 
remove the permanent improvements constructed, erected and placed by it within any 
reasonable period allowed by the Lessor. 

Notwithstanding the foregoing, Lessee's share of any condemnation award shall be 
no less than tbe total condemnation award less the value ofLandlord's remainder interest in 
the Leased Land, considered as if unimproved but encumbered by this Lease. To the extent 
that the Lessee is entitled to any condemnation award, it shall be paid to the most senior 
Leasehold Mortgagee to be used in accordance with the applicable mortgage documents, 
with any remaining balance being paid directly to Lessee. In the event of partial 
condemnation, this Lease shall continue unless Lessee and Leasehold Mortgagee agree to 
terminate this Lease with tbe prior written consent of the Leasehold Mortgagee. Finally, 
Lessor will provide reasonable prior written notice to Leasehold Mortgagee and Lessee of 
any proceeding for adjustment or adjudication of any condemnation claim involving the 
Leased Land, and shall permit the Leasehold Mortgagee and Lessee to participate therein as 
interested parties. 

23. Right to Enter. The Lessor, State ofHawaii, or tbe County of Hawaii and 
their agents, representatives, successors or assigns shall have the right to enter and cross 
any portion of the premises for the purpose of performing any public or official duties; 
provided, however, (i) in the exercise of these rights, the Lessor, State or County shall not 
interfere unrea&onably with Lessee's use and enjoyment of the premises and (ii) Lessor, or 
its assigns, shall provide at least three (3) business days prior written notice to Lessee. 

24. · Acceptance ofRent Not a Waiver. The acceptance ofrent by the Lessor 
shall not be deemed a waiver of any breach by the Lessee of any term, covenant, or 
condition of this Lease, nor of the Lessor's right of re-entry for breach of covenant, nor of 
the Lessor's right to declare and enforce a forfeiture for any breach, and the failure of the 
Lessor 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 term, covenant, condition, or option. 

. 25. Extension ofTime. Notwithstanding any provision contained in this Lease, 
when applicable, the Lessor may for good cause shown, allow additional ti.me beyond the 
ti.me or times specified in this Lease for the Lessee to comply, observe, and perform any of 
the Lease terms, conditions, and covenants. 
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26. Quiet Enjoyment. The Lessor covenants and agrees with the Lessee that 
upon payment of the rent at the times and in the manner provided and the observance·and 
performance of these covenants, terms, and conditions on the part of the Lessee to be 
observed and performed, the Lessee shall and may have, hold, possess, and enjoy the 
premises for the term of the Lease, without hindrance or interruption by the Lessor or any 
other person or persons lawfully claiming by, through, or under it. 

27. Surrender. The Lessee shall, at the end of the term or other sooner 
termination of this Lease, peaceably deliver unto Lessor possession ofthe premises, 
together with all improvements existing or constructed thereon, or Lessee shall remove 
such improvements, at the option of the Lessor, in either case, at no cost or expense of 
Lessor. Furthermore, upon the expiration, termination, and/or revocation of this Lease, 
should the Lessee fail to remove any and all ofLessee's personal property from the 
premises, after notice thereof, the Lessor may remove any and all personal property from 
the premises and either deem the property abandoned and dispose of the property or place 
the property in storage at the cost and expense ofLessee, and the Lessee does agree to pay 
all costs and expenses for disposal, removal, or storage ofthe personal property. This 
provision shall survive the termination of the 1:ease. 

28. Non-warranty., The Lessor does not warrant the conditions of the premises, 
as the same are being leased "AS IS." 

29. Hazardous Materials. Lessee shall not cause or permit the escape, disposal 
or release of any hazardous materials 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 mat~rials, nor allow to 
be brought onto the premises any such materials except to use in the ordinary course of 
Lessee's business, and then only after written notice is given to Lessor of the identity of 
such materials and upon Lessor's consent which consent may be withheld at Lessor's sole 
and absolute discretion. If any lender or governmental agency shall ever require testing to 
ascertain whether or not there has been any release of hazardous materials by 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 Lessor's request 
concerning Lessee's best knowledge and belief regarding the presence of hazardous 
materials on the premises placed or released by Lessee. 

Lessee agrees to defend, indemnify, and hold harm.less Lessor from any damages 
and claims resulting from the release and/or presence ofhazardous materials on the 
pr~mises occurring while Lessee is in possession, or elsewhere if caused by Lessee or 
persons acting under Lessee. This covenant shall survive the expiration or earlier 
termination of the Lease. 

For the purpose of this Lease "hazardous materials" 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 Comprehensivf? 
Environmental Response, Compensation, and Liability Act, as amended, the Federal Clean 
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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. 

If Lessee discovers any hazardous materials on the premises ( other than 
groundwater contamination not directly caused, created or contributed to by Lessee), the 
presence of which violates any applicable laws, Lessee shall immediately undertake, at 
Lessee's expense, to remediate the presence of the hazardous materials in compliance with 
applicable laws to the extent necessary to permit the construction, operation, maintenance 
and use of the premises. 

30. Termination for Illegal Purposes. At any time during the term of this Lease, 
Lessor shall have the right, subject to Section 20 hereof but otherwise notwithstanding any 
other provision to the contrary, to immediately terminate this Lease if the Premises or any 
part of the Premises, appurtenances or improvements are used, or intended to be used, in 
any manner or in part, to commit or to facilitate the commission of a crime or to endanger 
public safety. 

3 L No Merger ofFee. The fee estate of Lessor and the leasehold estate of 
Lessee shall at all times remain distinct separate estates and shall not merge, 
notwithstanding any acquisition by any means of both such estates by Lessor, Lessee, any 
post-foreclosure lessee, any Leasehold Mortgagee or a third party. 

32. Estoppel Certificates. Upon written request by Lessee or any existing or 
prospective Leasehold Mortgagee, Lessor shall within (10) business days following a 
request for same, deliver an estoppel certificate, confirming any matter relevant to this 
Lease, to the extent ofLessor's knowledge, including all defaults presently claimed and the 
scope, status and remaining duration of any cure rights for such default, as well as any 
Leasehold Mortgagees that Lessor has notice of. All such estoppels shall be in such form 
as Lessee or other requesting party shall reasonably require. Notwithstanding the 
foregoing, in no event shall Lessor be required to give any consent or execute any 
document which increases its liabilities or obligations under this Lease or c;lecreases its 
rights or benefits under this Lease. 

33. Hawaii Law. This Lease shall be construed, interpreted, and governed by 
the laws of the State ofHawaii. 

34. Exhibits - Incorporation in Lease. All exhibits referred to are attached to 
this Lease and hereby are deemed mcorporated by reference. 

35. Headings. The article and paragraph headings herein are inserted only for 
convenience and reference ~d shall in no way defme, describe or limit the scope or intent 
of any provision of this Lease. 

36. Partial invalidity. If any term, provision, covenant, or condition of this 
Lease should be held to be invalid, void or unenforceable, the remainder ofthis Lease shall 
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continue in full force and effect and shall in no way be affected, impaired or invalidated 
thereby. 

37. Time Is of the Essence. Time is of the essence in all provisions of this 
Lease. 

38. Archeological Sites. In the event any sites or remains such as shell, bone or 
charcoal deposits, human burials, rock or coral alignments, pavings, or walls are found on 
the premises, the Lessee and the Lessee's agents, employees and representatives shall 
immediately stop all land utilization and/or work and contact the Historic Preservation 
Office at 587-0047 in compliance with Chapter 6E, Hawaii Revised Statutes ("HRS"). 

39. Set Aside. This Lease is subject to the terms and conditions contained in the 
set aside of the premises to Lessor, Governor's Executive Order No. 4504, dated June 3, 
2016. 

40. Reserved. 

41. Counterparts. This Lease may be executed in counterparts, each of which 
may be deemed an original, but all of which together shall constitute one and the same 
instrument. 

42. Brokers' Commissions. Each party represents to the other that it is not 
obligated to any broker, finder or other real estate or financing agent in connection with the 
subject matter of this Lease or any of the transactions contemplated hereby. 

43. Notices. Wherever in this Lease one party to this Lease is required or 
permitted to give or serve a notice, request or demand to or on the other, such notice, 
request or demand shall be given or served upon the party to whom it is directed in writing 
and shall be delivered personally with a delivery receipt, delivered by facsimile or 
forwarded by registered or certified mail, postage prepaid, return receipt requested or by 
commercial delivery service with a delivery receipt. All notices delivered by personal 
delivery, certified mail or commercial delivery service shall be deemed received as of the 
date shown on the delivery receipt as the date of delivery, the date delivery was refused, or 
the date the item was returned as undeliverable. Either party may change its address for the 
purposes of this paragraph by giving prior written notice of the change to the other party in 
the manner provided in this section. 

44. Additional Terms. The provisions ofExhibit B are hereby incorporated and 
made an integral part of this Lease. 

-The remainder of this page is intentionally left blank; the signature page follows-
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Amended and Restated Ground Lease 
Lessor: Hawaii Housing Finance and Development Corporation 
Lessee: Kamana, Inc. 
TMK: (3)2-004-056-022 

IN WITNESS WHEREOF, the parties have executed this Lease on the date 
and year first above written. 

Approved by the Board ofDirectors HAWAil HOUSING FINANCE ; 

ofHawaii Housing Finance and AND DEVELOPMENT CORPORATION 
Development Corporation at its 
meeting held on: 

By Ls;~-4 rOctober 15, 2015 
eraigK. .. 
Executive Director 

"Lessor" 
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Documenls pn:Mded by Dat,~o UC 111:a h's proprietary lmoglng 2nd dell,ery sy.oiam. Copytlgl\t2003, All riglrts ,.,..Md. 

Amended and Restated Ground Lease 
Lessor: Hawaii Housing Finance and Development Corporation 
Lessee: Kamana, Inc. 
TMK: (3)2-004-056-022 

KAMANA, INC. 
a Hawaii non-profit corporation 

B~)L Cl&><-4 1
Richard Toledo, Jr., president 

By: ,/J<?..L- ..j o ~Q.... 

Gale Takeya, secret;; 
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Dorum•nt,,, pmvlded by DataTn,a UCvta Ir" pmpdat:,ry lmoglng and dallla,y s;ystem Copyrlght2coa, All right: ,...rvec1. 

STATE OF HAWAII )
) ss 

CITY AND COUNTY OF HONOLULU ) 

JUL 2 8 2016Onthis __dayof 201,beforemeappeared 

CRAIG K. HIRAL personally known to me, who, being by me duly sworn, did say that (s@ 

is the Executive Director of the HAW All HOUSING FINANCE AND DEVELOPMENT 

CORPORATION, a public body and a body corporate and politic of the State ofHawaii, that 

the seal affixed to the foregoing instrument is the corporate seal of the corporation, and that 

the instrument was signed and sealed ?n behalf of the corporation by authot!ty of its Board 

of Directors, and the said officer acknowledged the instrument to be the free act and deed of 

the corporation. 

\\\\\\\t11t1nr11,,,lDoc. Date '6 fq.f{{p 
:S-''"''<&· MALv. ,,,,,0,. 
~ ._'),. .............. ~n. ~#ofPages bS •• v-;;..~~;:..,.,,·•• 

Doc. Description: Amended and f #;'/.NOTARY\.._~, 
~ : PUBLIC 1 : 

Restated Ground Lease ~ * : :* g Name: Beth E. Ma!vestiti 
'%. r.P \ No. 09-110 / ~ ff Notary Public, State of Hawaii% :A·-..... .....-· ~ I 

...~ "-<Ir, ······••' ~ §" First Judicial Circuit "-',,,, S OF rl,I>:'. ~# 
.,,,,,,,"mr1un1,\\\\\,, 

. . . APR 5 2017
My comrmss1on expires: ____ 
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ACKNOWLEDGMENT/NOTARY CERTIFICATION 

STATE OF HAWAII ) 
) ss. 

COUNTY OF HAWAll ) 

On this @\\\ W , 201~ in the Third Circuit ofthe State 
ofHawaii, before me personally appeared ffi~ :$)~SW; to me personally known, 
who, being by me duly sworn or affirmed, did say that such person executed this~-
page Amended and Restated Ground Lease (Kamana Apartments -Affordable Rental 
Housing Project for the Elderly or Disabled Tenants), as the free act and deed ofsuch 
person, and ifapplicable in the capacity shown, having been duly authorized to ex~cute 
such instrument in such capacity. 

. 

Signature: 
Name:~\~ 
Notary Public, State ofHawaii 
Third Judicial Circuit 
My commission expires: \~\\~ \<n\V 
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ACKNOWLEDGMENT/NOTARY CERTIFICATION 

STATE OF HAWAII ) 
) ss. 

COUNTY OF HAWAII ) 

On this ~\'-\ ~ , 201 \ 0 in the Third Circuit of the State -o • -- - ~ A~,~-
ofHawaii, beforemepersonallyappeared_ S\M~l.l. , fomepersonallyknown, who, ~ 
being by me duly sworn or affirmed, did say that such person executed this ~ -page 
Amended and Restated Ground Lease (K.amana Apartments -Affordable Rental Housing 
Project for the Elderly or Disabled Tenants), as the free act and deed ofsuch person, and if 
applicable in the capacity shown, having been duly authorized to execute such instrument 
in such capacity. 

...........--~······•~:4-~··•"'\i'•-"''.1 ~-~·•••• ).;.l'\.'1'.1 .. !/,,,_•• .••#"..•••y;. ...•r~ . Signature:~~:~ •• ~ J' ••<.<":-;e·•:r:s•o~ ~-.o~ Name~\~ · : : (c~cn:
• • 2: o*• r, • Cl) • Notary Public, State ofHawaii: * ~ : : 
~ ~ 06' 5~"- : *: Third Judicial Circuit 
.... tr.>·•... .. • •• •· ~ ••• 

•• .;t!/J- •••••• ~ ••• My commission expires:~\\~ \~\\J 
"•~. ~OFHP.~ •••··•«............ 
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