Reviewed and Approved by the Executive Director: é"‘/
March 9, 2023

FOR DISCUSSION AND POSSIBLE ACTION

1. SUBJECT

Discussion and Possible Action on: (1) the Status of Lease Rent Renegotiations; (2)
Delegated Authority to Renegotiate Lease Rents; and (3) Possible Disposition Scenarios
for the Waiahole Valley Agricultural Park and Residential Lots Subdivision Located at
Waiahole, Koolaupoko, Oahu, TMK Nos.: (1) 4-8 (various) in Furtherance of the State’s
Public Purpose to Preserve the Rural, Agricultural Character of the Valley

I1. FACTS

Project: Waiahole Valley Agricultural Park and Residential Lots
Subdivision

Location: Waiahole, Koolaupoko, Oahu

Project Type: Agricultural and Residential Subdivision

TMK Nos.: (1) 4-8 (various)

Zoning: AG-2 (General Agricultural District) and P-1 (Restricted
Preservation District)!

Lot Summary: Designated Use? No. Acres Leased
Residential 65 44.185 84.6%
Agricultural 39 348.625 89.7%
Non-rentable? 14 194.325 N/A
Market Rate 2 7.973 0.0%*
Commercial’ 2 0.711 100.0%

Total® 122 595.819 N/A
Lessor: Hawaii Housing Finance and Development Corporation (HHFDC)

Property Manager: HHFDC

A. HHFDC owns an 888-acre land portfolio located in Waiahole Valley on Oahu, the
majority of which was acquired in 1977 from Elizabeth Loy McCandless Marks
under threat of condemnation (the Marks Acquisition). The purchase price was
$6 million. Approximately 108 acres of the total lands are ceded lands that were
transferred from the Department of Land and Natural Resources (DLNR) in 1993
at the direction of the Legislature.

! The project received certation zoning and development exemptions under Hawaii Revised Statutes (HRS) Chapter
359G, which were approved through Honolulu City Council Resolution 86-148.

2 Lot designations are pursuant to the Declaration of Restrictive Covenants for Waiahole Valley Agricultural Park
and Residential Lots Subdivision and Homestead Road Lands.

3 Includes lots for open spaces, roadways, bridge improvements, water system infrastructure, and a stream floodway.
# On February 16, 2023, HHFDC obtained a Writ of Possession to enable the Department of Public Safety to remove
unauthorized persons from the parcels, which are not leased. Coordination of ejectment-related activities is in
process.

5 The Waiahole Poi Factory lot and adjacent former farm stand lot, each fronting Kamehameha Highway.

8 HHFDC owns an additional 17 non-rentable lots totaling 291.83 acres located outside the subdivision that are
either located within the Waiahole Forest Reserve or act as buffers to the forest reserve. The Department of
Hawaiian Home Lands (DHHL) owns 21 lots totaling 18.47 acres located within the subdivision; these lots were
transferred to DHHL by an HHFDC predecessor agency in 1998. Finally, there are 27 exclusions to the subdivision
totaling 34.10 acres, composed of 24 privately owned lots and three lots that comprise the site of Waiahole
Elementary School.
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B. The public purpose of the State’s acquisition of Waiahole Valley was to preserve
the rural, agricultural nature of the valley. From a practical standpoint, the
purchase prevented the displacement of many long-time residents and farmers.

C. Although notable for its historical role in preventing the urbanization of valleys
along Oahu’s windward coast beyond Kaneohe and Heeia, the ownership and
management of Waiahole Valley for the direct benefit of just over 100 households
have long been a substantial burden on the State’s approximately 600,000
individual taxpayers.’

1. The Marks Acquisition was funded using the Dwelling Unit Revolving
Fund (DURF) which, at the time, was administered by the Hawaii
Housing Authority (HHA, a predecessor to HHFDC). In an attempt to
recoup some or all of the unanticipated $6 million DURF cash outlay,
HHA developed six concepts for post-acquisition development of the
valley ranging from “almost status quo™ to a possible maximum concept
of 300 new residences®, expanded commercial activity, and a campground
site.

a. The community successfully fought against development Concepts
B through F. Concept A (the “almost status quo” plan) was
implemented, and the DURF funds were never recovered.

b. Subsequent Capital Improvement Project investments for
infrastructure improvements cost the State approximately $18
million. Additionally, a total of $11.4 million was charged to the
project for General Obligation Bond interest through June 30,
2003, when the bonds were retired.

c. In addition to their substantial historical investments, taxpayers
will soon be required to pay for improvements to the existing
potable-water system that is approaching the end of its useful life.
These improvements are estimated to cost $20 million to $25
million.

d. Finally, on a pro forma basis, DURF subsidizes the valley’s
operation at a cost of approximately $1.1 million per year. Annual
revenues from HHFDC’s 93 ground leases, water-service charges
from its 115 portable-water system customers, and various other
fees cover only about $300,000 of the State’s approximately $1.4
million in total annual operating expenses.

D. Lease Portfolio Overview

1. Waiahole residents and farmers paid nominal land rents for approximately
two decades while infrastructure improvements were completed and
ground lease terms were negotiated between HHFDC predecessor,
Housing Finance and Development Corporation (HFDC), and the former
Marks tenants.

7 Staff acknowledges that there are various positive externalities resulting from the State’s involvement in Waiahole
Valley, but attempts to value them are not practicable to undertake.

# By contrast, the developer selected by Mrs. Marks to develop Waiahole and Waikane Valleys planned to construct
approximately 4,000 homes.
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2. Finally, in 1998, 55-year ground leases between HFDC and former Marks
tenants were executed. Pursuant to a land exchange approved by the
Board of Land and Natural Resources on October 14, 1994, HFDC was to
convey to its Waiahole lands to DLNR which was, in turn, to convey a
portion of the lands to DHHL. Other lands were to be managed as an
agricultural park by the Department of Agriculture (DOA). DLNR
eventually reneged on its Waiahole obligations under the land exchange
agreement.

3. As a result, HFDC’s successor HHFDC is the lessor pursuant to 93 long-
term ground leases for 57 residential, 34 agricultural, and two commercial
lots located within the Waiahole Valley subdivision.’

4. The ground leases commenced (with few exceptions) on June 30, 1998;
provide for fixed monthly base rents through June 29, 2023; and have
initial terms expiring on June 29, 2053. Each 55-year lease includes a
lessee option to extend the term by an additional 20 years (to June 29,
2073) that is subject to a 51% vote of subdivision lessees to be held during
the final five years of the initial term.

5. Current lease rents, which were established in 1998, are at extremely
below market rates.

a. The median-sized residential lot is approximately 0.55 acres. The
rent started at $89.83/month in June 1998, nominally increased to
$98.16/month in June 2013, and has not changed since.

b. The median-sized agricultural lot is approximately four acres. The
base rent payable under that lease has not changed since June 1998
and is a mere $73.83/month.

1. Unlike most agricultural leases in the state of Hawaii,
HHFDC’s leases allows residential uses on its farm lots in
return for an additional base rent of $500/year (or about
$41.67/month). This rental rate also has not changed since
June 1998.

il. In addition to base rent, agricultural-lot lessees also pay a
nominal percentage rent equal to 0.9% of total farm sales
derived from the property. In recent years, percentage rents
have averaged only $299/year per lease rent payment.

E. Contractually Required Rent Renegotiations

Each long-term ground lease provides that the base rent and agricultural-lot
percentage rent for the 15-year period commencing on June 30, 2023 and ending
on June 29, 2038 (the Reopening Period) are to be renegotiated between lessor
and lessee. There is a second 15-year reopening period commencing on June 30,
2038 and ending on June 29, 2053.

1. Residential Lots

Under the residential-lot leases, if the parties are unable to agree upon a
new lease rent by April 1, 2023, then the rent payable during the
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Reonening Period shall be determined in accordance with
which mandates arbitration as the ultimate dispute resolution
mechanism.

2. Agricultural and Commercial Lots

a. The agricultural lot-leases!® specify the following factors that may
be considered in determining the annual lease rent for the
Reopening Period:

i. “The fair rental value of the demised premises [emphasis
added] based on the use of the demised premises for
residential and agricultural uses...”;

ii. “The historical productivity and profitability of lessee
farming operations”; and

1il. “Other factors.”

b. If the parties are unable to agree upon a new lease rent by April 1,
2023, then the parties shall submit the issue of the fair rental
value of the demised premises to mediation in accordance with
applicable rules of mediation of the American Arbitration
Association (AAA).

c. If the parties are not able to determine the issue of the fair rental
value of the demised premises by mediation, then either lessor or
lessee may give to the other the written notice of a desire to have
the issue of the fair rental value of the demised premises settled
by arbitration in accordance with the applicable rules of the AAA.

F. At its special meeting on June 23, 2022, the Board approved a policy and strategy
for Waiahole Valley rent renegotiations and authorized the Executive Director or
her designee to negotiate reasonable, below-market lease rents for the upcoming
15-year lease period.

1. The approved Board policy acknowledges that the renegotiated lease rents
will not be at levels necessary to cover HHFDC’s full operating costs for
Waiahole Valley. ‘

2. The negotiating authority delegated by the Board, which the Executive

Director in turn delegated to the Chief Planner, applies to the residential-
and agricultural-lot leases only. The Board explicitly reserved its
authority to approve renegotiated rents for the two commercial-lot leases.

For a more detailed discussion on the history of the State’s ownership and management
of Waiahole Valley and the current lease-rent renegotiations, please refer to the approved
June 23, 2022 Board action attached as Exhibit A.

19 The commercial lots are subject to agricultural-lot form leases.
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1.

DISCUSSION

A. Initial Lease-Rent Offers

HHFDC transmitted its initial lease-rent offers (conservatively
representing approximately 50% discounts to market rents based on an
analysis generated by the real-estate appraisal firm Medusky & Co., Inc.'!)
to the 91 residential- and agricultural-lot lessees on or about July 8, 2022.

Lease-rent offers were transmitted to HHFDC’s two commercial-lot
lessees on or about January 26, 2023 due to a delay in obtaining market-
rent estimates for those parcels. These initial offers represented slight
discounts to market rents and, although discussed with the Board in
advance, were nonbinding and made subject to Board approval.

B. Concluded Rent Renegotiations (22 Lessees)

1.

One-Off Rent Renegotiations (12 Lessees)

Rent renegotiations with eight agricultural-lot and four residential-lot
leases have concluded and were completed through direct negotiations
with lessees on a “one-off” basis.

1. For 10 of the leases, HHFDC’s initial offers were accepted by the
lessees without the necessity of negotiation.

2. For one residential-lot lease, the agreed-upon average rent over the
15-year lease period equaled the flat rent of HHFDC’s initial offer.
However, the lessee negotiated periodic rent step-ups, with the
lease rent increasing by $100/month in each of the beginning of
Year 6 and Year 11 of the 15-year lease period.

3. For another residential-lot lease, the lessee negotiated periodic
step-ups of $100/month as described above, and the parties also
negotiated an average rent over the 15-year lease period that was
17% below HHFDC s initial lease-rent proposal. Staff was
agreeable to the negotiated discounted rent in part because the
subject parcel is one of the largest-sized residential lots in
Waiahole Valley.

Tentative Deal with Mahiai O Waiahole (10 Agricultural-Lot Lessees)

In October 2022, a group of 10 agricultural-lot lessees who identify as
“Mahiai O Waiahole” responded in a coordinated manner to HHFDC’s
July 2022 offers to set lease rents for the upcoming 15-year lease period.
The group’s general position is that the magnitude of HHFDC’s initially
proposed rent increases (6.6 times current rents) is not in alignment with
broader State policies to promote and support local and small-scale
agriculture and climate change resiliency in the state.

'In December 2021, the Department of the Attorney General entered into an Agreement for Special Deputy
Attorney General Services (the SDAG Contract) with the Honolulu law form of Lung Rose Voss Wagnild (LRVW)
to assist throughout the rent-renegotiation process. LRVW in turn subtracted with Medusky & Co., Inc. to provide
various real estate consulting services. The SDAG Contract cost is being funded by DURF.
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Mahiai O Waiahole’s written counteroffers were delivered to HHFDC on
or about October 11, 2022 and took an extreme position—that the lease
rents should remain unchanged for the entire initial 55-year lease term and
possible 20-year extended term of the leases (i.e., potentially through June
29, 2073, or a full 75 years from the lease commencement date).

Staff and Mahiai O Waiahole representatives engaged in a series of
meetings and information-sharing sessions beginning in October 2022.12
On March 2, 2023, the parties reached a tentative agreement regarding
rents for the upcoming 15-year lease period.

a. Annual Base Lease Rent
1. Agricultural-Area Base Rent
Under the tentative agreement, the annual rent for

agricultural areas of leased premises (i.e., areas with no
residential use) will double from $100/acre to $200/acre.

For context, if the current annual rent of $100/acre were to
be inflated beginning in 1998 at an annual rate of 3%, then
the average rent for the upcoming 15-year period would be
approximately $260/acre.

. Residential-Area Base Rent

Under the existing leases, “if there is any residential
dwelling, including employee's quarters, on the demised
premises, the annual base lease rent for the first 7,500
square feet shall be $500.00.”

Under the tentative agreement, the residential-area rent
will increase by 3.3 times to $1,650/year (or
$137.50/month). This increase represents half of the rent-
increase multiple that HHFDC negotiated with the lessee of
Lot 27, a residential lot that is exactly 7,500 s.f. in size and
for which the lessee agreed to HHFDC’s initial rent offer of
6.6 times the current rent.

a) The Mahiai O Waiahole lessees feel strongly that
the farmers are “on the front lines” when it comes to
responding to urgent and life safety matters in
Waiahole, and this is their primary argument in
support of lower rents for the residential areas of
their farms relative to the rents paid by residential-
lot lessees.

b) Examples of the farmers’ “front line” activities
include the clearing of downed trees during extreme
weather events (thereby facilitating emergency-
vehicle access), rapid responses to mitigate damage
from major flood events, and similar situations
where the farmers use readily available equipment

'2In fact, in February 2021, staff had met to discuss the upcoming lease-rent renegotiation process with certain
members of the group that would become Mahiai O Waiahole.
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and machinery to provide immediate assistance and
help to minimize damages that can occur while the
community waits (often for an unacceptably long
time) for professional first responders to arrive on
the scene in Waiahole.

Additionally, under the tentative agreement, the
residential-area rent will be payable on a per-dwelling
basis. (Some agricultural-lot lessees have more than one
dwelling on the premises, but the current lease structure
requires no additional rent to be paid in these situations.)

b. Annual Percentage Lease Rent

Under the existing leases, lessees pay 0.9% of the gross
agricultural income derived from the demised premises for the
preceding calendar year ending on December 31. Under the
tentative agreement, the Mahiai O Waiahole lessees have agreed to
simplify the percentage rent payment to a rounded-up one

percent (1%).

c. Financial Impact of Tentative Agreement

As noted above, the financial terms of the tentative agreement are
not as favorable as the objective in HHFDC’s lease rent
renegotiations policy. Rather than achieving rents of 6.6 times
current rents, as proposed in HHFDC s initial offers, or the lower
rents that that the Board determined would be acceptable on a
negotiated basis, the rent multiple under the tentative agreement
with the Mahiai O Waiahole lessees is approximately 3.0 times
current rent. Exhibit B summarizes relevant data regarding
HHFDC's tentative agreement with the Mahiai O Waiahole lessees.

d. Agricultural-Lot Lease Reporting

1. Staff and the Mahiai O Waiahole lessees agree that
Waiahole and the surrounding communities have a critical
need to expand both agricultural production and access to
related educational and economic development
opportunities, especially as climate change and emerging
geopolitical conflicts increase the need for isolated
populations to become self-reliant.

il. HHFDC’s Real Estate Portfolio and Compliance Section
(REC) has been planning a phased implementation of a
new agricultural-lot lease compliance monitoring plan since
hiring new staff in July 2021 and November 2022.

iii. While the leases do not call for any negotiation of reporting
requirements, at staff’s request, under the tentative deal,
the Mahiai O Waiahole lessees have agreed to provide
staff with monthly summaries of notable farm activities.
These reports would contain a variety of information, such
as crop planting activity, farm equipment purchases, grants
applied for or awarded, and new farm-product distribution
agreements. The information will be compiled by staff for
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inclusion in the monthly REC Status Report to the Board.
Staff expects that this documentation will provide critical
data to supplement the requirements of the new compliance
monitoring plan being developed.

€. Conclusion

I. Although the financial terms of the tentative agreement
with the Mahiai O Waiahole lessees fall short of the
objectives set by the Board in June 2023, staff believes that
these negotiated terms may be more impactful when
viewed in a larger context and are in greater alignment with
the State’s public purpose for its acquisition of Waiahole
Valley.

il. The Mahiai O Waiahole lessees ratified these terms at their
meeting on March 3, 2023, and the lessees have agreed to
gather to execute their lease amendments at a location of
HHFDC’s choice (such as at our corporate offices, at the
offices of HHFDC’s legal counsel, or at a farm in
Waiahole). This presents a unique and valuable
opportunity to publicize a mutually beneficial outcome
of the Waiahole Valley lease-rent renegotiations.

iii. Mahiai O Waiahole has represented to staff that there are at
least two other like-minded agricultural-lot lessees who are
interested in accepting the terms described above but, to
date, have been unable to devote sufficient time discussing
them with the Mahiai O Waiahole lessees.

C. Unresolved Rent Renegotiations (70 Lessees)
1. Waiahole-Waikane Community Association (the WWCA)'3 (41 Lessees)

a. HHFDC hosted a June 27, 2022 community meeting regarding the
rent-renegotiation matter prior to the issuance of initial offers on or
about July 8,2022. Since that time, HHFDC and the WWCA have
largely communicated through their respective legal counsel
(Grant Allison of LRVW, representing HHFDC, and Dennis King
of Deeley King Pang & Van Etten, representing the WWCA).

b. On December 23, 2022, Mr. King transmitted a letter presenting
counteroffers on behalf of 27 residential-lot lessees'* and which
are significantly lower than the already-discounted rents initially
offered by HHFDC."® The basic premise of the counteroffers is
that the lease rents proposed by HHFDC are not “affordable.”!®

13 The WWCA is a corporation created under HRS Chapter 414D whose stated purpose is “care and representation
of tennants (sic), farmers & landowners on this association and its areas; our Waiahole, Waikane community.”

4 The number of residential-lot lessees affiliated with the WWCA was subsequently represented to be 28 after the
addition of two lessees to the group and the loss of one lessee who broke with the WWCA and settled with HHFDC.
15 On March 6, 2023, Mr. King finally transmitted counteroffers on behalf of 13 agricultural-lot lessees. Neither
staff nor counsel to HHFDC has had sufficient time to review the information provided.

16 As mentioned above, HHFDC’s initial lease-rent offers are approximately 50% below estimated market rents.
The leases, which were negotiated over a period of many years before execution in 1998, contain no provision
requiring that rents be “affordable.”
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c. By letter dated January 20, 2023, Mr. Allison communicated
HHFDC’s request for a meeting between a single representative of
each of HHFDC and the WWCA who has full negotiating
authority, with the representatives accompanied by legal counsel,
to further negotiations in the hopes that the parties can mutually
agree to rent for the subject 15-year lease period.

1. Mr. King subsequently communicated the WWCA’s
rejection of the meeting request, citing meeting conditions
allegedly imposed by HHFDC.

il. Consistent with HHFDC’s historical commitment to
negotiate in good faith, staff reached out to the WWCA
leadership to request a meeting without counsel present.
The parties met on March 2, 2023 and held a lengthy
conversation that included the topics described in Sections
[IL.F and II1.G below.

D. Commercial Lots (2 Lessees)

1. Staff met with Liko Hoe, the proprietor of the Waiahole Poi Factory, on
March 2, 2023 and expects that agreement on the new rent will be reached
in relatively short order.

2. The lessee of the former farm stand parcel has been nonresponsive to
HHFDC’s offer, and staff is attempting to follow up on the matter.

E. Other Lessees (27)

1. Fifteen (15) lessees have contacted HHFDC directly regarding the rent
renegotiations, of which a handful of lessees made good-faith
counteroffers that staff could not accept. Staff is in the process of re-
engaging with these lessees.

2. For an additional 12 lessees, no contact has been made regarding the rent-
renegotiation matter. Staff is reaching out to these parties to reaffirm
HHFDC’s initial offers. If the parties remain nonresponsive, staff and
counsel will begin preparations for lease-rent arbitrations.

F. Extension of Time

Certain “trigger dates™ relating to the lease-rent renegotiations are fast
approaching. Due to the meaningful progress made in recent weeks, staff intends
to provide a letter notification to certain lessees!” that HHFDC is exercising its
right under Paragraph 23 of the leases to extend the below trigger dates by a
period of three months. '8

17 Lessees who have concluded lease-rent renegotiations with HHFDC will not receive such letters. Conversely,
lessees who have been nonresponsive to HHFDC regarding the lease-rent renegotiations will be given 30 days to
respond to HHFDC, extending the trigger dates accordingly.

18 Paragraph 23 reads as follows.

“EXTENSION OF TIME. That notwithstanding any provision contained herein to the contrary,
wherever applicable, the Lessor may for good cause shown, allow additional time beyond the time
or times specified herein to the Lessee, in which to comply, observe and perform any of the terms,
conditions and covenants contained herein. Any extension of time shall not be effective unless it
is in writing and signed by Lessor.”
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1. Residential lot lease arbitrations commence beginning on April 1, 2023.
2. Agricultural lot lease mediations commence beginning on May 1, 2023.

Lessor’s exercise of this lease provision will be made with certain appropriate
conditions.

G. Subsidized Rent Program for Lessees of Demonstrable Need

1. In executive session at its August 11, 2022 regular meeting (i.e.,
approximately one month after HHFDC issued its initial lease-rent offers),
the Board and staff first discussed the fact that certain Waiahole Valley
lessees will be unable to pay increased rents of up to 6.6x times current
rents, and staff has been exploring possible ways to mitigate the impact of
renegotiated lease rents on lessees of limited financial means.

2. HHFDC’s legal counsel has cautioned that any Subsidized Rent Program
must be carefully structured so as to not taint future arbitration
proceedings, which inevitably will be necessary to set new rents for
lessees who refuse to engage in negotiations with HHFDC.

3. Staff suggests that HHFDC and the community form a small working
group to further conceptualize a Subsidized Rent Program to be made
available to lessees who can document reasonable financial need.

H. Possible Disposition Scenarios in Furtherance of the State’s Public Purpose to
Preserve the Rural, Agricultural Character of the Valley

1. Staff believes that there is overwhelming consensus among community
members, the Executive Branch, the Legislature, and the general public as
to the following statement.

Ownership of Waiahole Valley, administration of its long-term leases,
and operation and maintenance of its critical infrastructure is not a
core function of HHFDC.

2. Attempts over many years to transfer stewardship of Waiahole Valley to
other State entities (DLNR, DOA, DHHL, Hawaii Community
Development Authority, and Agribusiness Development Corporation)
have been unsuccessful, in part because these entities would face
challenges similar to those currently faced by HHFDC.

3. However, over the past decade, HHFDC has come to accept the reality of
its ongoing ownership of the valley, and current and former staff have
become acquainted with a growing next generation of energetic farmers
and active community members in Waiahole Valley who:

a. Embrace environmentally conscientious farming practices;

b. Possess advanced skills necessary to secure grants and other
funding sources to help build up community resources;

C. Promote new ideas about community building, localized economic
development, and educational opportunities; and
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d. Openly espouse the need to preserve Waiahole Valley for future
generations.

4. HHFDC and its lessees are contractually bound to renegotiate the rents for
the upcoming 15-year lease period, and this process likely won’t conclude
for several years. That said, staff believes that the State and the
community should concurrently start to organize serious discussions about
a HHFDC’s possible disposition of Waiahole Valley to an entity better
suited for its management. '

The following summarizes just one possible disposition scenario that has
been discussed among staff.

a. HHFDC would issue a Request for Proposals from newly formed
nonprofit corporations to acquire a 99-year master ground lease of
HHFDC’s Waiahole lands, with the existing lessees becoming the
nonprofit’s sublessees. This would create a form of self-
governance for Waiahole Valley.

b. HHFDC (and perhaps another State entity) would hold a seat on
the nonprofit board of directors to maintain some level of State
oversight.

c. HHFDC would offer limited DURF cash subsidies during the
initial years of the master ground lease while the nonprofit
implements more efficient operations and maintenance programs.

d. Should the Honolulu Board of Water Supply decline to accept
dedication of the potable water system after it is upgraded by
HHFDC, ownership of the system could possibly be conveyed to
the nonprofit.

IV.  RECOMMENDATION
Staff respectfully requests that the HHFDC Board of Directors:

A. Delegate to the Executive Director or her designee the full discretion and
authority to negotiate and document new rents with all Waiahole Valley lessees
(including the Mahiai O Waiahole lessees) on the terms described in Section
II1.B.2. above, with such authority:

1. Premised on the expectation that staff will immediately apprise the Board
of any emerging matters that warrant the Board’s guidance and possible
written affirmation of planned actions by staff;

2. Immediately revocable at any time upon written notice from the Board
chairperson to the Executive Director; and

3. Not applicable to the contemplated Subsidized Rent Program, for which
the Board explicitly reserves its right to review and approve such a
program; and

B. Endorse staff’s efforts to work with the community to develop disposition

scenarios for Waiahole Valley in furtherance of the State’s public purpose to
preserve the rural, agricultural character of the valley.
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Attachments: Exhibit A — Approved Board Action dated June 23, 2023
Exhibit B — Summary of Relevant Data Regarding HHFDC's Tentative
Agreement with the Mahiai O Waiahole Lessees.

Prepared by: Chris Woodard, Chief Planner

| p—
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Most of the lands were purchased in 1977 from Elizabeth Loy
McCandless Marks by the Hawaii Housing Authority (the HHA, a
predecessor to HHFDC) under threat of condemnation (the Marks
Acquisition).

a. The public purpose of the Marks Acquisition was to preserve the
rural, agricultural character of the valley.

b. The remainder of the lands are ceded lands and were acquired in
1993 from the Department of Land and Natural Resources (DLNR)
pursuant to Act 330, Session Laws of Hawaii 1993 (Act 330).

After the Marks Acquisition, HHA contemplated moderate-scale
development of Waiahole Valley to recoup the investment made by the
Dwelling Unit Revolving Fund (DURF). Met with community resistance,
HHA shifted to a limited development plan and, pursuant to HRS Chapter
359G (similar to the current Chapter 201H), applied for and received
exemptions from City and County of Honolulu requirements relating to
planning, zoning, construction standards for subdivisions, development,
and improvement of land and the construction of units thereon.

a. Subdivision improvements included improvements to roads,
stream appurtenances, drainage systems, and utilities in addition to
the construction of the Waiahole Water System (the WWS) to
provide potable water service. Notably, Council Resolution 86-
148, which authorized the subdivision’s development exemptions
under HRS Chapter 359G, requires that the State of Hawaii
maintain and operate the WWS.

b. All subdivision lots have vehicular access and potable water
service (the latter provided by either the WWS or the City and
County of Honolulu Board of Water Supply). Nearly all lots have
electricity and landline telecommunications service. Many lots
also have stream access, auwai access, and/or piped non-potable
water service provided by the McCandless System’. There is no
public sanitary sewer service on Oahu’s windward side north of
Ahuimanu, and so sewage disposal in Waiahole 1s via cesspool or
septic system.

A project location map is attached as Exhibit A, and a subdivision map 1s
attached as Exhibit B,

Ground Leases Overview

HHFDC is the lessor pursuant to 93 long-term ground leases for
residential (57), agricultural (34), and commercial (2} lots located within
the Waiahole subdivision.® The leases commenced on June 30, 19987,
have fixed monthly base rents through June 29, 2023, and have initial

7 The McCandless system serves at least 15 lots located from the top of the north branch of Waiahole Valley Road to
Kamehameha Highway and is supplied by untreated water from Waianu Stream. The State abandoned the system
when it developed the potable WWS, but it continues to be used and maintained by members of the Waiahole Valley

¥ An addidonal two long-term ground leases are pending execution: one for a residential lot to be leased to a former
DLNR permittee to satisfy HHFDC’s obligations under Act 330, and one for an agricultural Jot to an individual who
signed an interim tenancy agreement in 1983 but never executed a long-term lease.

? There are a handful of exceptions for various, unnotable reasons.
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terms expiring on June 29, 2053 (53 years). The agreements include an
option to extend the lease term by an additional 20 years subject to a 51%
vote of the lessees to be held during the final five years of the initial term.

2. Nearly all the leases contain the following language:

“Lessee understands and unconditionally agrees that Lessee’s
equity in this Lease and/or the improvements and crops on the
demised premises shall not exceed the “Lessee’s Equity”, which is
defined as the fair market value of Lessee's improvements and
crops on the demised premises.

If Lessee shall sell or assign this Lease for a consideration
(whether in cash or in kind) in excess of Lessee’s Equity, the
excess shall belong to and be paid in cash immediately to Lessor.
Lessee and Lessee’s assignee shall be jointly and severally liable
for the payment of such excess consideration to Lessor.”

Due to the above terms, financial institutions will not accept HHFDC’s
Waiahole leases as security for conventional mortgage loans.!?
Essentially, these leases function as long-term use permits. !

C. Residential Lots Overview
1. Lot Characteristics

The 64 residential lots range in size from 7,500 square feet (s.f.) to 1.44
acres in size, with an average size of approximately one-half acre. The
lots tend to be rectangular in shape, have a relatively flat topography, and
are generally concentrated in the lower half of the valley.

2. Current Lease Rents
With one exception'?, current annual rent for the leased residential lots is
$600 plus $0.035/s.£. for any lot area over 7,500 s.f. The current average
monthly lease rent is $119.

3. Residential Use
Lessees must use the premises for the placement of a single-family

dwelling and must use such dwelling as lessee’s principal dwelling. See
Section 8 of the sample lease attached as Exhibit C for additional detail.

19 There are seven exceptions in which cases the leases were amended in the mid-2000s to provide for the financing
and construction of self-help homes. Upon signing of the amendments, the lessees paid cash to acquire financeable
leasehold interests, with the payments almost wholly financed by an HHFDC predecessor agency.

' As an example, a lot with no improvements cannot be sold for any consideration (i.e., the leasehold has no
monetary value). By contrast, under a traditional ground lease the same lot would have monetary value based in part
on the remaining lease term and rental rate,

" The exception is a lease that was not signed until 2014, and therefore the current rent includes payment of back
rent from June 30, 1998 through the lease execution date.
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D. Agncultural Lots Overview
1. Lot Characteristics

The 39 agricultural lots range in size from 1.56 acres to 57.50 acres in
size, with an average size of 8.03 acres. The lots vary considerably in
shape, topography, and soil composition, among other characteristics.

2. Current Lease Rents

Current annual base rent for the leased agricultural lots is $100 per acre,
with additional annual base rent of approximately $500 if there is a
residential use on the lot.}> Furthermore, on a calendar year basis, lessees
pay percentage rent equal to 0.9% of gross agricultural income derived
from the lot. See page 4 of the sample lease aftached as Exhibit D for
additional detail.

The current average monthly base rent for the leased agricultural lots is
3110. Percentage rent collected in recent fiscal is summarized in Table 1.

Table 1: Recent Historical Percentage Rent Collections

Gross Total Average
Fiscal Payments  Agricultural Percentage  Percentage
Year Received Income Rent Rent Amount
2019 16 § 20,924 § 3,013 § 188
2020 6 15,037 812 135
2021 8 71,431 5,143 643
2022 10 33,033 2,973 297
Average 16§ 35,106 % 2,985 % 299

3. Agricultural Use
Lessees must qualify as a farmer and:

1. Personally use and operate the property for diversified agricultural
purposes; and

2. Either:

1. Devote at least one-third of the lessee’s time and also
derive at least one-third of the lessee’s net annual cash
income as reported on the lessee’s federal and state tax
returns from direct participation in diversified agriculture
on the property; or

2. Use substantially all of the property for diversified
agricultural uses as a trade or business (and not as a hobby).
The property must remain in continuous cultivation except
for the normal fallow period as required by standard
agriculture practices.

" With few exceptions, the agricultural lots have residential uses.
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Up to a 7,500 s.f. portion of the lot may be used for residential purposes as
lessee’s principal dwelling and/or as farm employees’ quarters.

See Section § of the sample lease attached as Exhibit D for additional

detail.
E. Commercial Lots Overview
1. Lot Characteristics

The subdivision’s two commercial lots are located at the southwest
intersection of Waiahole Valley Road and Kamehameha Highway. The
Waiahole Poi Factory lot 1s 18,686 s.f. in size, and the leased but
unoccupied former farm stand lot is 12,280 s.f. in size. Both parcels are
significantly under-parked for commercial use.

2. Current Lease Rents

‘While encumbered by the same form of lease that encumbers the
agricultural lots, the current base rent for the Waiahole Po1 Factory lot is at
a higher rate of $160 per month based on mutual agreement prior to lease
signing in 1998. The lessee’s annual percentage rent payments for the
three, most-recent fiscal years have averaged $8,052.

The former farm stand lot is also encumbered by the standard form
agricultural lease, and as a result the current base rent 1s $2.35 per month
(i.e., $100 per acre annually). No percentage rent payments have been
received for many years.

F. Lease Rent Renegotiation Terms

Each lease provides that the base rent and agricultural lot percentage rent for the
15-year period commencing on June 30, 2023 and ending on June 29, 2038 (the
Reopening Period) are to be renegotiated between lessor and lessee. Thereisa
second 15-year reopening period commencing on June 30, 2038 and ending on
June 29, 2053.

The leases provide that HHFDC and lessee shall begin renegotiations regarding
the new annual lease rent on June 29, 2022 (i.e., next week).

1. For the residential lot leases, if the parties are unable to agree upon a new
lease rent by April 1, 2023, then the rent payable during the Reopening
Period shall be determined in accordance with HRS Section 519-2, which
is attached as Exhibit E and has arbitration as the ultimate dispute
resolution mechanism. The related rules promulgated in 2003, Hawaii
Administrative Rules Chapter 17-105, are attached as Exhibit F.

See page 4 of the sample lease attached as Exhibit C for additional detail.

[a=)

For the agricultural lot leases, if the parties are unable o agree upon a new
lease rent by April 1, 2023, then the parties shall submit the issue of the
fair rental value of the demised premises to mediation in accordance with
applicable rules of mediation of the American Arbitration Association
(AAA). Ifthe parties are not able to determine the issue of the fair rental
value of the demised premises by mediation, then either lessor or lessee
may give to the other written notice of a desire to have the issue of the fair
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rental value of the demised premises settled by arbitration in accordance
with the applicable rules of the AAA.

Sec page 4 of the sample lease attached as Exhibit D for additional detail.

G.  Strategic Plan

In 2017, HHFDC embarked on a strategic planning process for Waiahole Valley
that is intended to address longstanding issues such as historical net operating
losses, substandard housing conditions, low agricultural lot utilization, long-term
lot vacancies, water system deficiencies, and the upcoming lease rent
repegotiations.

1.

[y}

A proposed Waighole Valley Community Strategic Plan prepared by
HHFDC’s consultant SMS Research & Marketing Services, Inc. (SMS)
was presented to the Board for approval at its March 14, 2019 regular
meeting. Approval of the plan was deferred to enable staff to further
engage the Waiahole Valley community and reach consensus on a plan.

An alternative strategic plan was prepared under the auspices of the
Waiahole-Waikane Community Association (the WWCA)!'¢ and presented
to the Board at its June 13, 2019 regular meeting.

a. The WWCA plan was largely a critique of the SMS/HHFDC plan.

b. At the meeting, the Board formed the Waiahole Community
Strategic Plan Subcommittee.?

In November 2019, HHFDC contracted with Townscape, Inc. to perform
additional strategic planning work. The Covid-19 pandemic made this
work particularly challenging due to the restrictions on gathering, and the
contract has ended.

H. Recent Events

On Octaber 5, 2020, staff attended a virtual community meeting hosted by
the WWCA and gave a presentation regarding lease rent renegotiations,
among other topics.

In March 2021, the WWCA sent a letter to Townscape, Inc. indicating that
it was being advised by the Honolulu law firm of Deeley King Pang &
Van Etten regarding the lease rent renegotiation process. See Exhibit G.

On April 29, 2021, HHFDC held a virtual community meeting regarding
lease rent renegotiations. The purpose was to present to the lessees a
general overview of the process and HHFDC’s best estimate on a timeline.
Known attendance for the meeting was 34 persons in addition to eight
HHFDC staff members.

" Incorporated in 2006, the WWCA is a Hawail nonprofit corporation whose stated purpose is “care and
representation of tennants (sic), farmers & landowners on this asseciation and its areas; our Waiahole, Waikane
community”. The current organization descends from a community organization formed in the 1970s. According to
the current WWCA President, just over half of HHFDC’s lessees are members in good standing.

15 Due to changes in the Board’s composition, the subcommittee was disbanded and reconstituted with new
members at the Board’s June 10, 2021 regular meeting. The subcommittee was dissolved at the Board’s January 13,

2022 regular meeting.
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On December 29, 2021, the Department of the Attorney General entered
into an Agreement for Special Deputy Attorney General Services (the
SDAG Contract) with the Honolulu law firm now known as Lung Rose
Voss & Wagnild (Lung Rose) to provide advice and legal services relating
to the Waiahole lease rent renegotiations.

Under the SDAG Contract, Lung Rose engaged Medusky & Co., Inc. to
value (using a measured approach supported by market data) selected,
representative properties for the purpose of establishing annual lease rents.

The Board held preliminary discussions on the subject matter at its regular
meetings on February 10, 2022, May 12, 2022, and June 9, 2022. Staff conducted
outreach to the Waiahole Valley lessees to inform them of the June 9, 2022
meeting and the June 23, 2022 special meeting, encouraging attendance at the
meetings and the submittal of testimony.

1. DISCUSSION

Al

The State’s Historical Investment and Net Operating Losses

The acquisition of, and subsequent infrastructure improvements to, Waiahole
Valley were undertaken at considerable costs to the State. Furthermore,
administration of the ground leases, management of the lands, and the operation
and maintenance of the WWS have long been a collective cash drain on DURF.

1.

DURF is primarily used to fund the development of new affordable
housing units by providing interim and permanent loans to developers, and
also financing regional infrastructure projects in conjunction with the
counties, private landowners, and developers.

The ongoing required capital investment and net operating losses related
to HHFDC’s Waiahole Valley lands have diverted monies that would have
otherwise been used for new affordable housing projects throughout the
state.

Marks Acquisition and Subdivision Development Costs

The State’s historical investment in Waiahole Valley (including the Marks
Acquisition, the subsequent infrastructure improvements, and later capital
expenditures) totals approximately $17.33 million in nominal terms. Not
included in this total is $1.20 million of WWS construction-in-progress
funded by DURF.

a. Due to a funding shortfall, the WWS was not constructed
according to its original design and, as a result, suffers related,
inherent deficiencies. The system also suffered significant damage
during the March 2021 floods.

b. Currently, HHFDC is making improvements to the WWS to extend
its useful life until approximately 2032. Concurrently, plans are
progressing on an upgrade to the WWS to Honolulu Board of
Water Supply (BWS) standards to allow for possible dedication.

1. The upgrade to BWS standards is anticipated to cost up to
$20 million and will need to be funded by DURF, as the
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Legislature has not been inclined to provide Capital
Improvement Project funds for the WWS.

1L While an entity such as BWS can amortize and recoup
capital expenditures through water-service charges due to its
large scale, HHFDC is unable to feasibly do the same as the
WWS has only approximately 120 service connections.

Net Operating Losses

HHFDC’s land and infrastructure management activities in Waiahole
Valley generate an annual operating loss of approximately $1.1 million on
a pro forma basis. Note that the pro forma assumes that HHFDC will
adopt the proposed Chapter 15-319, Hawail Administrative Rules, “Water
Service to Consumers,” which in part raises water-service charges. See
Exhibit H.

Waiahole Valley Rent Renegotiation Policy

It is recommended that HHFDC adopt the following policy to guide the Waiahole
Valley rent negotiations over the next year.

1.

To the extent possible, HHFDC will treat all lessees equally. To the
extent that it is neither practicable nor advantageous to HHFDC to treat all
lessees equally, they will be treated equitably.!

The overall goal of the negotiations is to significantly reduce or eliminate
HHFDC’s ongoing losses on its Waiahole Valley operations, while also
meeting HHFDC’s community objectives and social goals.

In accordance with the leases, HHFDC will only negotiate the new base
rent and new percentage rent (agricultural and commercial lots only). No
other lease terms will be open to negotiation.

HHFDC will only negotiate directly with lessees or their duly appointed
representatives. Lessee representatives must be appointed in writing. Ifa
lessee is a tenant by the entirety, a joint tenant, or a tenant in common,
then all individual parties must sign the written appointment of
representative.

Base rents for HHFDC’s Waighoele Valley ground leases would have to increase
by a factor of nine (9) to cover its operating costs.!” This would mean an average
monthly rent of $1,073 for residential lots and $992 for agricultural lots.

1.

‘While such rents are supported by market data and likely achievable
through arbitration (albeit with significant arbitration-panel, legal, and
expert-witness costs), the State’s public purpose of the Marks Acquisition,
which was “to preserve the rural, agricultural nature of the valley™ needs
to be taken into consideration.

If the Board adopts the policy recommended in Section I11.B, then staff
suggests that HHFDC’s measurable objective for the rent renegotiations

' According 1o Merriam-Webster, equality is defined as “the quality or state of being equal,” while eguiry is defined
as “faimess or justice in the way people are treated.”
7 No consideration is given to recovery of HHFDC’s ongoing capital investments and the related costs of capital.
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Kathieen Kanuniv Kelepine Loles, wife of Willism Heory Lelen

Tracy Lee Kuhealani Houpili, wife of Sean Lotalohs [Toapili

Inole Geye Kabiwaleni Leleo, snmarricd

all of whuse residence and post oftive address is 48-253 A Wajahiole Vailer Road.
Kaneohe, Howail 90744, :

axs (shuck applicable box)
(¥ ienants by the cntirety ’ ) tenamts it coOmIMON
(X  asjoint tenams with Full rights of sorvivorship ¢ ) as tenant in scveralty

hereivalter cajled "Lossec”,
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WITNESSETH:

That Lesser, in convideration of the rent horeinaticr reserved and the covenants horgin
vontained and on the part of Lesses 1o be observed and performed, does hereby demisc and lesse unto Lessoe
and Lessee does hereby sccept and rent: Al that certain fand desoribed in Exhibit A" attached hervto and
meotporated herein by refercnce and mede 4 part of this Lease, "AS 87 and without any express o impbed
warrauties of habitability or fitness for any particulsr purpose and subject w all risks inerdentsd o its use.

SUBJECT to all cysements shown on the map (i auy) herete stiached or shove tefurred to,
and reserving unto Lessor within seid sasements rights-nl~way and the right 16 grant 1o sny public stility or
govermments) authority such righis-of-way over, scross end under said eascments for Lines and other
transmisston facilities and sppuricnances for electricity, pas, telephone, water, sewer. draimage and simijsr publsc
services sod ulilities, and the right to cater lor such purpases snd to repair sach {pcilities and to tim anpy trees
in fhe way of such lines.

SUBJECT FURTHER tv the fublowing: 1) the Declaration of Restrictive Covenants (or
Waizholc Va}im Agricelural Park and Residontial Lot And Homesicad Road Lands. dated September £3. 1995
ond recorded in the Bursau of Conveyences of the Swte of Hewaii 25 Dosument No. 95-124508 sndfoy in the
Office of the Remstrar of the Land Court ol the State of Hawen as Document No. 2262857 and noted on
Certificate of Title Nos. 380,204, 380,205 apd 195.898, meosporuted by reference: 2} the Fust Supplementat
Declaration of Restrictve Covenants of Waizhole Valley Agricuitaral Park and Residential Lots Subdivision and
Huomestead Road Lands, dated January 22, 1996, and rocarded in (be Burean of Conveyances of the State of
liavvut] 2s Document Mo, 98-0124 17 and fled in the Office of the Assisiam Registrar of the Lend Court of the
Sate of {fawwil as Document Na. 2287002, incorporsted by reterence and mude pant of this Lease, collectively
referred o ay the "Master DCC&Rs": and 3} the Memorandum of Deelaration of Covenants, Condilions and
Restrictions of Waighole Valley Agricultural Park and Remdentisl Lots Subdivision and Homustead Road Lands.
which wifl be recurded with the lease, attached hercto as Exhibit "B™ snd tneorporaied by reference and mude
pert of this Leasc,

RESERVING UNTO THE LESSOR, ITS BUCCESSORS AND ASSIGNS, THE FOLLOWING:

(¥) Al ovinerals ax hercinaller defined, in, on oy under the demixed premises nd the wght, o0
ity own behel!’ or through persons suthorized by il ta prospest for, minc and remave such minegrals and 1o
occupy and use so much of the surface of the ground as may be ruquired for al) purpases reasonably extending
to the wuning and removal of such minerzis by any means whatsoever. including strip mining. "Mincrais™, a5
uscd herein, shull mean any or all oil, gas coal, phosphate. sodium, suipbur, fron, Ytemuam, gold, silver, bauxite,
hauxitc clay, diaspore, hoehmite, laterite, gibhsile, sluming, all ores of aluminum and, without limtatos
thereen, all other mineral substances and ore deposity, whether solid, gaseous or figuid, ineluding all geothermal
resourees in, on, or under the land, [ast or submerged: provided, that “minerals” shall not tochude sund, gravel,
rouk or other material suitabic for uve and when used in genera] constructivn in furtherance of the Lessec's
permilted astivitics on the domised premises and not for sale to others. Provided, however, that as & condition
precedem to the exercise by the Lessor of the rights reserved in this parsgraph just compensation shell be paid
. to the Lessee for eny af Lessec’s improvemenis aken during the term of this Lease: (2) Al archasolegics! and
historic sites and remains found on the demised premises shall belong fo Lessor under the lows of the State of
Hawaii, Lessee shull preserve and protect and shall noy disturb uny archzcological and histeric sites and remains
on e demised promises: and {3} Pursuant o Secton [71-36{a) (B), Hawuii Rovised Slatntes, minersl and
metallic rights and surlace and ground water shall be reserved to the Sute,

TO HAVE AND TO HOLD te demised premiscs togother with the righls, vasements,
privileges and appurtenances therewnlo belonging end sppertaining, umo the Lesses for a term:
Commencing om June 20, 1998
Emding on: June 2%, 2053

unless souner termineted as ercinefter provided, the Levsor reserving cerain rights and intercsis and the Lessee
yiclding und peying to the Lessor at the primcipsl office of Lessor, an annual fease rent i the amount computed

and payvsble on the daies specificd bniuw without notice or demand by the Lessor.

Amended Wanthole Residentin] Lot Lease
i
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Schedule of Rents

A B C B 2 +
Additiona) Lense Rent
Lcase Rent Esch Year for Each Monthiy
Lease Lease Each Year for up to Sguare Foot Over Annual Lzase Rent
Periag Years 7,500 Bquare Feet 7,500 Square Fect Lease (EA2)
Hent

1 LS [550000 435 $670.171 356,60
Z 525 T600.50 "3$0.035 $719.17 $64.93
3 26‘46 4 B % £y 3
4 41-35 ¥ * I =

* means to be determined lu the manner described below

The annual lease rant shall be paid in squal monthly insallments in advance on or before the
first working day of each month.

Omne year prior 1o the expiration of Lease Periods 2 and 3, respectively, Lessor and Legses shall
begin renegotiation of the new annual lease rent and new additional jease reat to be paid far Lease
Periods 3 and 4, respectively. If ninety days prior to the expiration of Lease Periods 2 and 3,
respectively, Lessor and Lessee are ungble (o agree upon a naw anmoal lease rent and new additional
iease rent, if appheable, then the annual lease rent payable during Lease Period 3 or Lease Pesiod 4, as
the case may be, shafl be determined in accordance with HRS Section 5159-2,

Whenever the fixing of rent is ander arbitration, Lessee, pending the determinetion thereof,
shalk contipue 10 pay the same rent which Lessec had been paying during the last preceding Lease
Period and shall promptly pay the deficiency, if any, plus simple annual interest at the legal rat upon
the conclusion of the arbitration proceedings.

1€ the Iease rent payzble for any period or time is less than a full cafendar year or ather period
of time, as the case may be, the lease rent for such peried of time shall be proeated,

AND LESSOR hereby covenants with Lessee that upon peyment of the rent as aforesaid and
upon ohservance and periormance of the covenants by Lessee hereinafer contained, Lesser sheft praccably hold
and enjoy said premises for the term hereby demised without hindrance or interyuption by Lessor or 2ny other
persun of persons lawfully claiming by, through or under it except as herein expressly provided.

AND LESSEE hereby covenants with Lessor as follows:

1. PAYMENT OF RENT. Lessee wifl pay or causee to be paid said rent in lawful
money of the United States of America at the times and in the manner aforesaid, without any deduction and
without any netice or demand, ar the office of Lessor or Lessor's duly designated agent.

2, TAXES AND ASSESSMENTS. Lessee shall pey or cause 1o be paid ar least 1en days
before the same broome delinquent aif real property taxes and assessments of every description to which said
premises or any patt thereof or any improvements thereon, or the LESSOr or Lessee in respect theref, are now or
may be assessed or become liable, whether assessed 1o or payable by Lessor or Lessec, except that such taxas
shal} be prorared belween Lessor and Lessee as of the dates of commencement and expiration respectively of said
tern; provided. however, that with respecs 1o ary assessmem made under any betisrment or improvement law
which may be paysbie in inswaliments, Lessee shall be required ta pay onjy such instatiments together with
interest as shall become due and payable during said term.
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3. PAYMENT OF RATES AND OTBER CHARGES. Lessee will pay before the
same become deiinguent afl charges, duties, rates and other outgoings of cvery description to which said premises
or any part thereof or any iMDrovEment thereom, of Lessor or Lesset in respect thereof, may during said wenm be
assessed ot become fisble for elecricity, gas, refuse coliection, telepbone, sewage disposal, water or any other
wiilitiss or services, whether made by povernmental authority of public or COMMUBItY Service company and
whether assessed to or payable by Lessor or Lessee.

4. IMPROVEMENTS REQUIRED BY LAW. Lessze will at Lessee's own expense
during the whole of said tzrm make, brild, maintain and repair all fenees, sewers, drains, roads, curhg ;igewaiks
and ather areas which may be reguired by jzw to be made, built, maintained acd repaired upen or adjoining or in
connection with or for the use of the demised premises or any part thereof,

5. OBSERVANCE OF LAWS. Lessee will 2 ali times during said term keep said
premises in & strietly clean and sanitary ¢ondition end observe and perform all laws, ordinances, mle; and ‘
repulations now or hereafier made by any governmental zuthority for the ime being appljcahle 1o said premises
or zny impravement thereon or use thereof, and affecting said premises, and will indemnify Lessor against all
actions, suits, damages and claims by whomsoever brought or made by re2son of the nonohservance ar
nonperformance of said laws, ordinances, rules and regulations or of this covepant,

5. REPAIRS TC IMPROVEMENTS. Lessac will, at Lessee’s own expense, kesp,
repair and maimain alj boiidings and improvements now existing or hersafier constructed or instalied on the
demised premises in good order, condition and repair, rezscnable wear and 1ear excepted.

7. INSPECTION, Lessee will permit Lessor and Lessor's agents at all reasonable times
during said term to enter the demised premises and examine the state of repab and conditian thereof, and will
repair and make good ali defects required by the provisions or this Lease to he repaired by Lesses, within 90
days after the giving of netice by Lessor or Lessor's agents.

Lessor, the County, or any agents or representatives thereof shi2it have the right 10 enter and
cross any postion of the demised land for the purpose of performing any public or official duties; provided,
however. in the exercise of such rights, Lessor or the County shall ot interfere unreasonably with Lessee’s use
and enjovmern of the demised premises, and shall not cause injury of damage (o the Lessee's imterest.

8. RESIDENTIAL USE. Lesser will use and atlow the use of said premises primarily
far sesidential purposes and will not a1 any time during said term, crect, place, maimzin or allow on said
premises mare than one single family dwelling (exclusive of outbuildings) nor allow the use of any building or
structyre on said premises a5 = tenement house; rooming house or spartment housz. Lessee must gse such singie-
family dwelling only as Lessee's principal dwelling. For purposes of determining whether Lessec is in
«ompliance with this requirement. Lessee can only have one principal dwelling.

Lessee may engage in diversified agriceltural activities on the demiscd premises to the sxtent
permined by State of Hawaii or City and County of Honolulu {aws, ordinances and reguiations.

Lesses agrees that Lessee will be in default of this Lease and this Lease shal] be rerminated in
accordance with the terms hereof if Lessee does not strictly comply with the foregoing use provisions,

The raising of any animais in connection with a fredlot opzration is absolnely pohibited. The
raising of animals shall be permitted or aliowed subject to the following:

() Lessee shall observe all applicable Federal, Swtc of Hawaii or City ang
County of Honoluly jaws, ordinances, codes or reguiations;

2 ‘Lessee shall be fully responsible for sech animals: and
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{3 Such animals shail nat prasent 4 threat or threaten the diversified agriculmural
activities that are being condoesed it the Jands covensd by znd described in
the Declaration atiached herero as Exhibit "B and incorporated by reference.

If there is any conflict bevween the terms of the Declaration and this Lease, the terms of the
Deglaration shall control.

9. BOND. Lesses will before commencing construction of sy improvement op the
demised premises deppsit with Lessor a bond or certificare thereof naming Lessor as an obligee, in & penal sum
not less than 100% of the cost of such constuction and with a respoasible carporate surery (or with Lessor’s
written approval, a responsible material bouse) anthorized to do business in Hawaiji, guaranteeing the completion
of such construction free and clear of all mechanies® and matcrialmen’s ficas. In the case of zn owner-builder,
Lessee may Tequest Lessor’s consent to waive 2l or 2 part of the hond required hereby provided that Lesser shali
furnish to Lessor adequate assurance that Lessee can complete the inprovemenss fen frec.

10. SETBACK LINES. Leagee will observe any setback lines affecting the demised
premises, and will not erect, place or maintain any buiiding or structure whatseever except approved fences or
walls between any street boundary of the demised premises and the set hack line along such boundary.

11 INSURANCE, Lessee will at Lessee’s gwn expense ar ali times dunng said term Keep
all buildings now or hereafier evected on the demisnd land insured against loss or damage by fire with extended
coverage in 2 responsible insurance company zuthorized to do business 1o Hawaii, In an amount as near as
practicatle to the replacemeant cost thereof, in the jaint names of Lessor, Lessee and mortgagee {if any) as their
interests may appeat, payable in case of loss 1o the mongagee (if any) or in the absence of any mongage to
Lessor and Lessee as their interests may appear, and wili pay all premiums thereon whenp due and from time 1o
time on request therefor deposit with Lessor a true capy or certificate of such eurrent insurance policy, and any
maney derived therefrom in case of loss shali be beld in tost in Hawail angd be immedistely avaiiable to and
used as soon @s reasonably possible by Lessee for rebuilding, repairing or otherwise reinstating the same
buoildings in a geod and substantial manner according to the pian and elevation of the buildings so destroyed or
damaged or such modified plan as shall be previcusly approved in writing by Lessor; provided, however, that in
case the main dwealling on safd premises shall be destroyed by any casuslty during the kst ten years of the term
hereof, Lessee may at kis option cancel this Lease by giving written notice thereof to Lessor within 30 days afier
such casuzity au condition that before such canceliation becomes effeciive Lessee shalt remove all remains of the
damaged buildings and pay to Lessor alt reny then scorued hereunder and taxes for the fnll current year and fo
case said dwelling shall be destroyed by any casvalty ar any time during saig term, if such restoration thereof
shali e prevenied by law, Lessee may st his option cancel this Lease by giving writien notice thereaf 1o Lessor
at gny time theteafter on condition thar Lessee shalj before such canceliabion becomes effective remove 3l
romains of the damaged buildings and pay te Lessor all rent then accrued hereunder and taxes for the full current
year, and upen either such canceliation ali insurance proceeds shall be payable to 2ud be the property of Lessee
and mortgagze (if any) as their interests may appear; provided, further, that during such periad as the Deparoment
af Housing and Urban Development or Veterans Administration shall own this Lease ali provixions of thizs Leass
requirteg insurance and restoration of buildings which are substantially desmroyed shall be inoperative, but such
adminiswation shall promptly remove all remains of any damaged buildings not restored in accordance with said
provisions.

Additionally, Leszes wil, at Lessee’s own txpense at 3l times during the term of this Leass,
obtain reasonabie fability insurance from any insurance company or companies which ie/are licensed and
authorized to cngage in the business of insurance in Hawaii naminp Lessee zs the named insured and Lessor as
ap additional insured and insering both agamst and from any and ail claims, demands or suits for Property
damage, personal injury or death arising out of, rejating 1 or proximately caused by the use. maintenance,
operation and controt by Lessee of the demised premises. A cuprent policy or ceriificate of such insurance shall
be submitied to Lessor. By endorsement or otherwise, the insurance policy must provide that the insurance
company canoat cancel or amend the insurance policy without giving Lessor a1 Jeast 30 days prior written notice.
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12 COST OF LITIGATION. In case the Lessor shall, without any fault on Lessor’s
part, be made z party 1¢ any litigavion commenced by or against the Lessee (other than condemnation
proceedingsy, the Lessee shall and will pay s} costs and expenses incurred and imposed on e Lcssc’r‘zhm are
awarded 1o Lessor by the court. Ferthermore, the Lesses shall and will pay all costs and expenses wh.xch may be
incurred by or paid by the Lessor in enforcing the covenants and agreements of this Lease, in recovering
possession of the demised premises or in the collection of definquent rental, taxes and any and a¥} other charges
pnless Lessee is the prevailing panty in any such Jitigation, preeseding or conroversy.

13. INDEWINYTY. Lessee will indemnify and hold Lessor harmiess agatnst al] claims and
demands for loss or damage, mcluding property damage, personal injury and wrongful death, arising out of or in
comection with the use or pccupancy of said premises by Lessec or any other person claiming by, through or
under Lessee, or any accident or fire on sid prewises, or any nuisance made oy suffered thereon, or any failure
by Lessee 1o keep said premises in 2 safe conditicn, and will reimburse Lessor for all of Lessor’s costs and
expenses including reascnable attomeys’ fees incurred in vonwection with the defense of 2oy such claims, and
will hold all goods, materials, fumiture foaures, rguipment, machinery and other property whatsoever on said
premises at the sole risk of Lessee and hold Lessor harmiess for any loss or damage thereto by any cause
whatsoever. Provided, however, that this indemnity provision shall not apply 10 or cover the negligence of the
Lessor or Lessor's sUccessors.

14. CONSTRUCTION OF IMPROVEMENTS. Lessee shall not ¢ any time construct,
place, loczte, maintain and muali on said premises any new house, boilding, structure or improvement without
the prior review of Lessor and upon such site Jocation conditions as Lessor may impose. Provided, however, thar
upon application to Lessor and subject vo Lessor’s approwal, Lesses may consiruct 2 permanent foundation vpon
which g house, building or other strueture is o be placed or constructed vpon the express condition that the
foundation shall be demolished and removed in the event that a new lessee dees not accept such permanent
foundation. It is understoed by the partics that in the event of Lessee's default or the sale or transfer of the
demised premises, Lesser shall be solely itable for removal of any and all improvements constructed on the
premises,

15. WASTE AND UNLAWFUL USE. Lessee will 101 make or seffer any strip or waste
or untawiul, improper or offensive use of the demiszd premises or use the demised premises for or in connecticn
with the cultivation, manufacture, sale, swrage or kesping for sair or barter of any plants or plant products,
which the cultivation of which is prohibired by any County, State, or Federal faws, narcotics or alcoholic
beverages or figuors.

16. LAENS. Lessee will indemnify and hold Lessor harmiess against af] liens, charges and
encumbratices and al} expenses in connection therewith including stiorneys' fees, with respect 1o said premises or
any wnpravements thereon, initiated and built by the Lessee, which may tesuit from any act or neglect of Lessee.

17, SURKENDER. At the end of said term or other sooner termination of this Lease,
Lessee will peaceably deliver up to Lessor possession of the demiszd land and shalt, within 90 days after such
termination. remove aii improvements from the demised premises which Lessee has installed, erscted,
constructed. or otheswise piaced on the demised premises or which were instatled, erected, constructed or
otherwise placed on the demised premises by a prior occupant of the demised premises.

) 18, EXTENSION. After 50 years from the date the first lease is issued by Lessor to a
fessee in the Project of which the demised premises is o pant, the fease term may be exiended for 2 term of 20
years {or such ather period of time that the parties shall then agree upon) subject o the following conditicns:

(t) 51% of alt of the then lessees of Iots in the Project sffirmatively vote 1o
extend the leases therein. Only one vote may be cast with respect to any io! in the Project.

, (2} The extended lease term shall be uniform for al} jrases in the Project. All of
the terms and conditions of this Lease shall remain in Rl force and effect, except 1hat {i) there shail be no
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further sxtension of the 1ase term and (if} the jease rents and Jease rent pesieds during the mxtended term shall
he based upon the fair rental vaiug of the demised premises. If ap agroement as to the fair reni vajue of the
demised premises is niot teached, they the fair remal vaiue shall be dxtermined by arbiration in accordance with
the reizs of the American Arbitration Association.

(3) The jessces shall be responsible for Jessess” costs and expenses incurred by
the iessees, Lessec shall he responsibie for Leasee's promats share of such costs and expenses,

{4) Suhject to the completion of such negotiations, the fease term of this Lease
wilt be extended provided that Lessee shall not then be in default iv any respect herennder,

13, CONDEMNATION. In case 8t any time or times doring the term hereof the demised
premises or any part thereof shall be tsken er condemned by any suthority having the power of eminent demain,
thent and in =very such case the estate 2nd interest of Lesser in the demised land se 1aken or condemned shall at
once ceass and detenming upan acquisition by such authority of fitle thereto or right $o possession therzof, and
Lessee shalf not by reason of such taking or condemnation be entitled to any claun against Lessor or others for
compengation or indemnity for feasehold interest, and all compensation and damages for or on account of any
land shaif be payable 1o and be the sole property of Lessor, and all compensation and damages for or on accourtt
of (a} the value of growing crops, if any, which Lessee is not peomitted to harvest and (B) the value of Lesser’s
improvements shall be payabie to and be the sole property of Lessee; provided, however, that in case only part
of the demised premises shall be so taken or condemned, including for street widening, the rent thereafter
payabie for the remainder of said term shall be reduced pro rata in the proportion that the area so taken beats 10
the area hereby demised, and if the remaining premises shall thereby become unsuitable for the agriculmral uses
for which the land was demised, Lessee ghal] have the option to surrender this Leese within 60 days thereafter
and be religved of further performance herennder. Lessee may remove any of the improvements constructed,
erected, installed or placed on the land so taken by the anthority having the power of eminent domain. Provided,
further, that whenever required so 1o do Lessee shall pesceably deliver up to Lessor possession of such pertion or
portions of the demised premises as may hersafter be required, taken or condernned for any street widening,

20. ASSIGNMENT,

Al Assignment. Lessee may assign this Lease and the assignee shall kave the same rights
and abligations bercunder, inciuding those set forth above in paragraph 8, as the original Lessee subject to the
foliowing conditions: .

{t) Notice and Certificatians, Lessee shall potify Lessor of agy proposed -
assignment of this Lease. Lessee and the proposed assignze shall (i} provide Lessor with full information abont
the proposed assigament and (1) sign and deliver to Lessor al documents which Lessor shall fEquire to assure
full compliance with this Lease and the Declaration, including & certification that the proposed assignee will
comply with the provisions set Tarth above in paragraph §.

E {2} Lessee’s Limited Equity. Lessee undersiands and unconditionally agrees that
Lesses's cquity in this Lease and/or the improvements and crops an the demised premises shall pet exceed the
Leossee's Equity”, which is defined =5 the fair market value of Lessce’s impreverments and crops on the demised
premises.

A if Lesser shali sell or assign this Lease for 2 consideration {whether in cash or in kind)
in excess of .Lessee‘s Equiry, the excess shall belong 1o and be paid in cash mmmediately to Lessor, Lesses and
Lessee’s assignee shall be jointly and severaily liable for the payment of such excess considerstion to Lessor.

3 Suceessars in Enterest, Every successor or assignee must meet the eligibility

fcquir?menxs ta be a iessee under this Lease and shall pay and perfoom ali of the obligations ender this Lease,
including those set forth above in paragraph 8.
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{4 Sale and Assignment) Lessor’s Fivst Optivn. If Lossee wishes to seil
assign or otherwise tranefor title o the demised premises or this Leasc for any rcason and for a considoration,
iesvor shall heve the first eption to purchase (e same frov and clear of alf encumbrances, which Lessee. has
permitied 1o zttuch to the Lease, and cwsanding monigapes, for a priee which shall por cxceed the Lessec's
Faqmty. In al] events, Lessec shall not be entided 1o any compensation whutsagver {for the leaschold value of the
demised premiscs or this Lease.

H Lessor excroises (his st option, the demixed premiscs shall be {rze and clear of all
morigage licns asd encumbronces pleced on the demiscd premises or this Loase by Tessoe, inchuding fessee’s
predecessors n intcrest,

&) Permitted Tronsfers. The following trunsfers shzll be permitted provided
that there 1y no consideration for the transfer, the transferce uses the dernised premises as the transferee]s
principal residenee and the Lessec notifies Lessor and obtains Lessor's wrillen consen! prior to such making
any such transfer:

{a) A wimsfer by devise, dosoent, or operation of fow on the death of 2
joinl fepani or temant by the enfrrety:

{B) A transfer to the spouse or chiidren of the Lessee:

{ch A tmansfer whereby Lessees are memicd &nd one Lesses comveys
hiséher leasehold right, title snd interest to the other as a result of a deeree of dissolution af marrisge. legul
separalion agrecment, or from 2 property seitiement agreement; ur

€33 A transfer to un intervivas trost in which Loessee iz and temains the
primery beneficiary sad contintes 10 usc the demisud premiscs and which does not relate o @ transfer of rights
of cecupancy in ihe demised premiscs,

In ali events, Lesses, including Lussee’s successors ar assigns, canaot reat or sublet the whole
or any portion of the demised premises under any circomstanees.

) I the demived premises described in Bxhibit A" attachod hereto snd incorporated by reference
35 comprised of more then one subdivided 11, alt of the subdivided Totz shall be considerad one (1} ot for
purposcs of tiis Loase, the Muaster DCC&Rs, and the Memorsndum of Deelaration of Covenrnts, Conditions and
Restrictions. A subdivided lot that is n partion of the demiyed premuses shall not be soperately or individually
transferable and shall rot be sold, wausferred or conveyed in any menner, whether by sublease, concession,
leunse or otherwise, scparmie from sH of the subdivided lots comprising the demised premiscs so as to separaic
the benefits and bukdens of yuch subdivided lot in any way under thes Lease, the Mastey DCC&Rs, sud the
Memotandum of Declaration of Covenants, Conditions and Restrictions. Axy attempted sale, yansler or
ronveyanes of 2 subdivided lot comprising & pottion of 2 demised premises shzll be deemed to constimte a
comveyance of ail of the enuve demised premises.

B. Movtgage. Txocpt as provided hierein, Lessee shull not mongage, hypotheeate or
pledge all or eny portion of the demised premises or this Lease withont first notifying Lessor and obiaining
Lessor's written consenl. Ay such mottgape, hypothecation or pledge without such written spproval shalt be
null and void,

Upen due nolive 1o and with the written cansent of Lossor, L.essee may morigape this Legse or
any intcrest therein or ereate a seQurity interest in the demiscd premiscy vnder the foilowing conditions:

(1} Martgage Loon Amwunt. The agpregate smount of all morigages that
Lexsue can place ou this Lease shall not exceed 80% of Lussee’s Equity or such lesser amount which a prodent
mstituional motigage fonder will fond to Lessee,

Amended Rasideativ Lease
5.
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2 Parposes. The purpose of the mortgage c<nall e Hmited to:

(z) New construction of repair, replecement or improvement of Lessee’s
principal rexidence oo the demised premises;

&) Diversified agricultural acdvities on the demised premises,

&) NMorigage Lender. The morigage loan is made by # recognized mortgage
lerding institation.

If the mongage ar security imerest is held by a recognized financizal lending Institution. as
mortgagee, such consent may extend o initiming forsclosure on the improvements and leasehold thereby secured.
Such morigagee or secured party may remove fhe existing improvement secared by the mortgage or security
apreement or self the improvement 1o another person subject 10 zil of the temms of this Leass, including the use
restrictions set forth above in paragraph 8. The interest of the mongagee or secured party shall be feely
assizmabie provided that the mongagee, secured party of any other craditor shall not for any reason sell, ransfer
or assign this |ease for any greater consideraticn than the Lessee’s Equity. The temms "mongagee” or "secured
party” shall include any instinational or governmental mongage insurer or guarantor of the mortgage or security
sgreement, meluding the Department of Housing and Hirban Development, United States or State of Hawali
Department of Agricsiture, Veterans Adminiswation, Fermers Home Administration, Small Business
Administration or other Federat or State of Hawaii governmental agency or departrment and their respective
successors and assigns, of any recognized financia) lending institation authorized to do business in the Stats of
Hawaii o elsewhere in the United States, The cansent to a2 mongage or security agreement heid by a non-
governmenta} secured party shall not confer any greater rights or powers i such secured party than those which
any of the aforementioned governmentzl agencies or deparmments would have.

21, DEFEASANCE, This demise is upon this condition, that if Lessee shall fail 1o pay
said rent or any part thereof within 60 days after the same becomes dus, whether the same shall or shall not have
been legally demanded, or shali fail to observe or perform faithfolly any of the other covenants or apgreements
herein contained mmd an the part of Lesses 1o be observed and performed and such default shall continue for 60
days zfter writien notice thereof given tn Lessee or malled to Lesser’s {ast known address, or if Lessee then
owning this lease shall become banknupt and fail to perfarm any of the covenants of Lesses hereumder or shall
abandon said premises, Lessor may at once re-emer said premises or zny part thereof in the natne of the whole,
and upon or without such entry, a1 Lesser’s option tetminate this Lease, withoot service of notice ar legal
process and withous prejudice to any other remedy or cight of action for arrears of rent ar for any preceding or
other breach of contract, 8nd in case of such termination zil buildings and improvements on the demised jand
shall become and remzin the property of Lessor. ! this Lezse is recorded in the Bureau of Conveyances or filed
in the Office of the Assistamt Regisirar of the Land Coun of the State of Hawaii, such termination may but need
not nccessarily be made effective by recording or filing in such place an zffidavit thereof by Lessor or a
judgment thereof by & count of competent jurisdiction.

22, PROTECTION OF MORTGAGEE. During the existznce of any mortgage of this
Lease, Lessor will not terminare this Lease because of any defaull by Lessee hereunder ar other cause whatsosver
if. within a period of 60 days after Lessor has mailed written notice of intention 1o terminate this Jeasc for such
cause 1o the morgagee at its 125t known address and also, if such morngage is insured by the Department of
Housing and Urban Development or Department of Agriculture - Farmerz Home Administration or guaranized by
the Veterans Administration, ta such Departmem or Atministration, the montgager or such Deparnment or
Adminiswation shall either cure such default or other cause or, if the same cannot be cured by the payment of
money, shall undertake in writing 1o perform all the covenants of this Lease capable of performance by it wntit
such time as this Lease shall be sold upon foreclosure pursuant to such mortgage, and in case of such
undertaking Lessar will not terminate this Lease within such further time 25 may be requited by the mongagee
or such Administration to complete foreclosure of such mongage or other remedy thereunder provided {a) that
such remedy is pursoed promptiy and complated with due diigence, and (b} that Lessor is paid all rent and cther
charges acaruing hereunder as the same become due, and upon foreclosure saie of this Lease the time for
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performance of any obligation of Lessee then in default herzunder other than payment of money shali b}
extended by the time Teasonably necessary o complee such performance with due diligence. Cremership by or
for the same person of both the fee and leasehold esiares in s2id premises shall not cffect the merger therenf
withour the prior written consent of any mortgagee 1o such MEIger.

23 EXTENSION OF TIME. That cotwithstanding any provision contained her¢in 1o the
contrary, wherever applicable, the Lessor may for good cause shown, aliow additional time beyond th? 'timc or
times specified herein to the Lessee, in which 1o comply, observe and perform any of the terms, coné!mons and
covenants comained berein, Any extension of time shall not be effective unless it is in writing and signed by

Lessor.

24. ACCEPTANCE OF RENT NOT A WAIVER. Thet the acceptance of rent by the
Lessor shall not be deemed 2 waiver of any breach by the Lesses of any term, covenent or condition of this
Lease, not of the Lessor’s Tight to re-eniry for breach of covenam, nor of the Lessor’s right to declare and
enferce a forfeiture for any such breach, and the failore of the Lessor to lnsist upon stiet performance of any
such term, covenan? or condition, or $o exercise any option herein conferved, in any ope o more instances, shall
not be construed as @ waiver or relaquishmoent of any such tenm, covenant, condition or option,

25. BOUNDARY FENCES. If there are any liveswock on the demised premises, the
Lessee shall be solely responsible for securing such Jivestock for the health, safety and welfare of ail persons and
property. If reguired by Lessor or any governmental agency of department ar apy court opder or any public
safety official, the Lesser shall keep such livestock peaned or comalled within a stockproof fenced area within
the demised premizes, provided that if requived by any law, the Lessee shall instal! stockproof fences aiong the
entire outside perimerer of the iand encompessed under this Lease where such fencing does not exist, regardless
of whether the Lessee has an imerest or gwhership in adjeining Jands, and shall maintain in good arder and
cooditian throughous the term of this Lease the fences 3o constynated and those now existing on the demised
prentises, The Lessee shall, wholly at Tessee’s own cost and expense, stake out the boundaries whemever
necessary in conformance with the legal deseriptions provided herein, The cos of instaliing and maintaining
such boundary fences shall be in accordance with Part 11 of Chapter 664, Hewaii Revised Statutes, which
pravides penerally for the sharing of such costs by adiacent land owners or lesses for the purpose of confining
antmals of each adjacent owner or lessee unless the adjacent iand is owned and not leased by the governmem.

26. PROTECTION OF FOREST, WATERSHED AREAS, ETC. Lessee shali protect
forests. watershed areas, game management areas, wildlife sanctuaries, reservarion of rights-ofeway and accessto
other public lands and prevent nuisances and waste in conpection with Lessee’s possession, otcupancy and use of
the demised premises. Lessee shall take alt reasonabie precautions to prevent forest fires thereon, and in the
event such fires shalt occur, Lessee shall use alf reasonable means at Lessee’s command or under Lessee’s
eonerol 10 have such fires speedily exiinguished,

27. HAZARDOUS MATERIALS. Except for Hazerdaus Material lawfully permitted on
the demised premises in connection with the direct participation of diversified agriculural activities on the
demised premises, Lesses shall not cause or permit any Hazardons Material, as hereinafier defined, 10 be brought
uporn, kept. or used in or about the demised premises by Lessec, its agents, employces, conractors, of invitees, or
any persons hoiding under Lesser. Any Hazardous Material lawfully permitted on the demised promises in
conncction with the direst panticipation in diversified agriculnural activities on the demised premises, and alf
containers therefor, shall be used, kept. wored and disposed of in & manner that compiies with all federal, state,
and tgoal guidelines. taws or regulations spphicable to the Hazardous Material. Lessee shall not discharge, leak,
ur emit or permit Lo be discharged, leaked, or emitted, sny material into the atmosphere, gronnd, sewer system,
or any hady of water, if that material (as is reasonably determincd by Lessor, or any governmental authority)
does of may poliute or contaminate the same, or may adversely affect (a) the health, welfare, or safery of
persons, whcther located in the demised premises or eisewhere, or (&) the condition, use, or enjoymant of any
busldings or any other real or personat property.
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If Lessee breaches the obligations stated in this paragraph 27, cotitled Hazardous Matenal. or if
the presence of Hazardous Material on the demised premises caused o pemitted by Lessee Tosults in
comemination of the demised premises or ofher premises, or if contamination of said demised premises or other
premises by Hazardous Material atherwise ooccots for which Lesses s legally lisble to Lessor for dangc
resulting therefrom, then Lessee shalt indeomify, defend and hold Lessor harmiess from any and all cllaxmf.
Jjudgments, damages, penalties, fines, costs, liabilitias or losses (including, withowt limitation, diminution m value
of, damages for the loss or restriction on use of, and damages arising fom any adverse irmpact on marketing of
said demised premizes or other premises, and sums paid in settlement of clairos, attomeys’ fees, consuitam fees
and expert fees) which arise during or afer the Icase term 2s a result of such contamination. This
indemnification of Lessor by Lessse includes all reasonsble costs incwred tn commection with any investigation of
site conditions or any cleanup, remedial, removal, or reswration work required by eny federal, state, or local
govermmentai agency or pelitical subdivision becawse of Bazardous Material present in the soil or ground water
on or under said derised premises or other premises, Without limiting the Toregoing, if the presence of any
Hazardous Maerial on said demised premises or other premises caused or permitted by Lesses results in any
contamination of said demised premises or other premises, Lessee shall promptly ke ali sctions at its sole
expensc as are necessary to rewum the demised premises or other premises 1o the condition existing prior 10 the
mtreduction of any such Hazardous Material 1o the demised premises or other premises; provided thay Lessor's
approval of such actions shall first be obtained, which approval shall not be unreasonably withheld so long as
such actions wouid not potentially bave any adverse effect on the demised premises or other premises. Lessee's
representations, warramties and covepants contained in this paragraph shall survive the teom of this Lease,
However, Lessor wiil indemnify and hold Lessee harmless for any damages suffered by Lesses resuiting from
hazardous materials exposure caused by Lessor,

As used in this Lease, the term "Hazardous Material” means any hazardous or toxit substance,
material or waste which is or becomes regulated by any lotal govermmental autharity, the State of Hawaii or the
Unmited States Government. The term “Hazardous Material” mcludes, without limitation, any materizl or
substance that is (i) pewrolenm, (if) askestos, (iii} designated as a "hazardous substance” purszant to Section 331
of the Federal Warer Pollution Control Act (33 U.S.C. §1321), (iv) defined as 2 "hazardons waste" pursuant to
Section 1004 of the Federal Resource Conservarion and Recovery Act, 42 U.5.C, §6961 et seq. (42 US.C.
§6303), (v} defined 35 2 "“hazardous substence” pursuam to Section {01 of the Comprehensive Environmenta
Response, Compensation and Liability Act, 42 U.S.C. §9601 et seq. (42 U.S.C, §9601), {vi) defined as a
“repulated substance” pursuant to Subchapter IX, Solid Waste Disposal Act (Regulation of Underground Storage
Tanks). 43 U.5.C. §699% et seq. or {vil) any similar szate or local laws, ordinances or regulations now or
hereafter adepted, published andfor promulgated purssant thereio,

28, COVENANT AGAINST DISCRIMINATION. The use and enjoyment of the
premises shall nat be in support of any policy which discriminates against anyone based upon race, creed, sex,
color, national origin or physical handicap,

19, INFRASTRUCTURE IMPROVEMENTS. Nopwithstanding any provision 1o the
contrary, Lessor shalt be responsible 10 pay for the recpair and maintenance of the existing paved roads, water
tanks and main walerlines, catch basins and bridye and sweam hining below the bridge, which Lessor caused 1o
be constructed in the ‘Waiahole Valley Agricultural Park and Residential Lots Subdivision unti] such time that
any of such improvements are dedicated 1o a governmental agency or department. Provided that if any
jtmprovements to the same are required as part of any improvememt district, Lessee sha¥} be responsible for the
payment af the improvement distict assessment allocated 1o the demised premises.

30. MISCELLANEOUS. The term "Lesser” and “Lessee” herein, or amy pronoins used
in place thereof, shall mean and include the masculine or feminine, the singular o7 plural nomber, and joimiy and
severatly indtviduals, firms or corporativns, and their and each of thejr TCSprlive SUCCESSOTS, eXeculors,
sdministrators and assigns. acconding to the comext hereof.
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31 LESSEE'S WAIVER OF RIGHT TO PURCHABE FEE 3[MPLE INTEREST IN
THE DEMISED PREMISES. Lossar scquired the Jand which comprises the Project, fncluding the demised
preuises, and cauved certain capital improvements 1o be mude to such jand in furthcrance of the public policies
set furth in Hawaii Revised Swumtes Sec. 166-1 and the publiv purpose of providing housing cpportumities.
Recognizing the contributions of the State of Hawaii to eamry oul such publie policics and purpose in erder fo
establish the Projuct, Lessec, for Lessce and Lesses’s successors and assigns, hereby relinquishes, renounces and
walves any right (o purchase the fee simple intorest i the demised premises which Lessee, ineluding any
sugeessor and gssiga, now has or may herealler have or claim under any law, including the provisions of
Chaprer 516 tHawaii Revised Stattes (o the serresponding section of any future or similar law}, granting to a
lessee holding a ong term lease on residentia}, commercia} or agricujturaf propesty the tight 1o purchase the fe
simple inlerest in such property.

Notwithatunding the foregeing, if any law or courtt of competent jurisdiction shail delermine
that the waiver sut forth above m #his paragraph 31 shall not be enforceable and shail allow the Lesses, or the
L.G5SCR's SuLCessors or assigas, o purchase the fee simplc intevest in the rezl property comnstituting, the demised
premises, the purchase price sholl be not less thas the sum of the following:

(&) 324,763 % 7.00% x numbar of yenrs from the date of this Lease ta the date of closing of the
saic of the fec simple interest in the demijsod promises; plus

(by The fair market value ol the fee simple interust unepcumbered by this Lease; plus

(&) Al of Lussor's atlomeyy’ fees and vosts, insluding appraisel and othor consultant fees arising
out of the lease-tu-fee simple conversivn.

32. EXCEPTIONS TGO LEASEHOLD TITLE AND REGHT OF QUIET
ENJOYMENT. Lessor is not making any express or fmpiicd representation or waranty 1o Lessoe with respect
10 Lussae’s leasehold right, title or intercst in the demised premises and right o quiet cojoymeni of the demised
prentises arising out of or in conaeetion with the follewing excoptions:

{a)y Any fasts, rights, inferests or claims whioh are not showa by the public
reeords bot which could ascestained by an wspoction of the land of which the demised psomiscs is a pas( or by
muking inquiry of persons In possession thereof.

(b Any eascmients, claim of easement or encwnbrances, Whother elsimed by
preseription, adverse possession or ntherwise, which are not shown by the publiv records.

i) Agqy discrepancies, conflivts in houndary {ines, shortage on nres,
encroachmenty or any other (acts which 2 complcte and corrsct boundary and improvement sunvey or
archeolugical stody would disclose, jacluding without limitation trails, rigits of way, historic pruperty or sites
and burial sites, and which are not shuwn by the public records.

{dy Any liem, or nght (o a lien, for scrvices, labor of matenisf theretofore or
bersafter fumished, impoved by law and not shown by the public records.

{e) Claims arising out of native Hawavtan rights customarly or traditionally
excreised for subsistence, cultural, religioss, scoess or gathering putposes a8 provided hy law, including without
limnation the Constitation of the State of Hawaji, Section -1 or 7-1 Hawsii Revised Stutufes o5 other statulory
or cose law of a simifar nafare,

33. AGREEMENT ABOUT PAYMENTS FOR “MASTER" OR "BLANKET”
LIABILITY INSURANCE, If the lisbility insarance, which is required pursvant o Section 1t above, shail be
availuble through a "master” or “blanket” polioy and if Lesses requests in writing 1o be covered by such
"master” or “olankel” policy, Lesses ngress as follows:
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(@) Lesses shal! pay to Lessor a proraza ghare, as detenmined by Lessor of the annual
premium for such Hability insurance upon the jsshance of this Lease 0 Lossee.

®) Lessce shall pay 1o Lessar an additional sum on or before the first day of zach and every
month equal o 1/12th of Lassee’s prorats share, as detennined by Lessor, of the :sﬁmat&dﬂannnal premium for
liability inserance. Lessee shall not be emitled to any intexest on account of any funds which Lessec shali pay to

Lessar as liability insurance prensiums.

) Lessor shall not hsve any obligation, responsibility or Hability 1o pay all or any pant of
the premiums for such “master” ar “blankef” lizbility insurance policy. If any iessee of an agricuitural lof or
residential Iot in the Waizhole Agriculmra) Park and Residential Lots Subdivision shail fall, refuse or neglect to
pay such leseee’s prosate share of the annual liability insurance premium, such isssee’s prorate share shall be
prorated among alf lesses, Lessor may increase or decrease the estimated sum which Lessee has agreed 1o pay

for liability insurance.

) Lessor shall not have any ohligation, responsibifity or (fability to find any new or
replacement “master” or “hianket™ Hability insurance policy if any then existing “taster™ or “bianket™ liability
insurance shall be terminated, canceled or not renewed. If any “master” or “bianket” liability insurance policy
shall be termineted, canceled or not renewed, Lessee shall be responsible for providing Lessee's own habiiity
insurance coverage pursiant 10 the requirements under this Lease.

{e} Lessor shall not heve any duty, responsibility or lability for damages or any other relief
to a lessee or any third party with respect to the amownt, coverage or polisy limits of any “master” or “blanket”
liability imsurance policy. Lesses may obtzin any addiiosal, excess or umbrella fability insurance for Lesseg's
benefhi and protection.

€3] Lessor iz not and shall aot be deemed to be an insurer, co~-msurer or indemmnitor with
resprel 10 any c¢laim, liability, damages of any kind or aature, including any damsges. Lessor shall not be liable
to Lessee or any third party if the coverage or polivy limits of such “master” or “blanket” lisbikity insurance
policy shall not cover in whole or in part any panticular loss or tlaim, including the defense of any claim.

(g} If Lessee shall fail, refuse or neglect 1o pay Lessee's prorata share of the estimated
znnual premium for fabifity insurance or any additional assessments for Hability insurance premiums, including
any sdditional assessmeats to pay the premiums of other lessees who shall have failed, refused or neplecied to
pay all or part of their proraia share of premiums for Hability insuwrance, Lessee shall be in defassit under this
Lease. Any amount which Lessee shal} fall, refuse or neglect to pay shall bear interest at the simple znnual rate
of 12% until fully paid. The interest coliecred shall be applied w reduce the premium for such “master” or
“blanket” liability insurance policy.
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Wainhole Agricalniral Park and Regideoiizd Lot Subdivisien
Resideapal Lot Gyound Lease

LESSOR:

APPROVED AS TC FORM: HOUSING FINANCE AND DEVELOPMENT
CORPORATION

,,,,,, R A

By:  ROY S. OSHIRG

lis: Execntive Director
STATE © p y
¥ ss.
CITY AND COUNTY OF HONOLULY )]
On this /A day Gfo/krz.{ . 1998, before me appeared

ROY 5. OSHIRO, to me personally known, whs, being by me duly swors, did say that he is the Executive
Director of HOUSING FINANCE AND DEVELOPMENT CORPORATION, a public body and s body
corporate and politic of the Siate of Hawail, that the forcgoing Instmmont was signed m behaif of said
sorporation by authorty of its Board of Directors; and sgig ROY 8, OSHIRC acknowledged said instroment to

be the free act and deed of said corporation.
- %

Notary Public, Siste of Hawan

My commission expires G220 of
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Waiahole Agrcuhivral Park end Restdentinf Luofs Subdivisjon
Residentint Lot Ground |.case

L.ESSEE:

W %’/Mm %47»&

Yracy UKaixeaiam licapii

Inola Gave Kahiwalami Leico

STATE OF ITAWAL b
} s8,

CITY AND COUNTY OF HONCOLULU

On this /;H dav of W .18 fg before fuc

personally uppesred Kathleen t:k:plm, TravyLee Kahoslani Hoapili, and Inota Gaye Kahiwglani AZ%4 £2—
Leleo, 10 me known ta be the gl AN ekt rod 58 ko execuod the foregoing iostrument and

acknowicdged that thoy exceuted the same s their froc act and doud,

Notury Pubhc, State of Hawan

My commission expires Z/g /ZW
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The following lot(s) as shown in File Plan No, 2052 recorded in the Burean of
Conveyances of the State of Hawail situated on the westerly side of Kamehameha Highway
between Land Court Application 70 and Land Court Application 1341 at Waizhole, Koolaupoko,
Onahu, Hawaii:

Lot No. Area (more or Jess)
47 12,619 square feet

SUBJIECT TO all easements, rights of way, rights of ingress and egress,
covenants, conditions, restrictions and reservations recorded in the Bureau of Conveyances
and/or filed in the Office of the Assistant Registrar of the Land Court of the State of Hawaii of
record.

zar ¢t _dehitclicmahfdewailtidescpmt.doe $SE1)3
File Pleo No, 2052
Lart Na. 63
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I hereby certify that this is ;
a true capy from the records
of the Bureau of Conveyances.
0 Madan (o
" Registrar of Canvaban\ce)s
Assistant Registrar, Land Couﬁ )
State of Hawall
LAND COURT SYSTEM S
Return by Mail { ) Piskup { } To: 4

Housing Finance and Development Corporstion
677 Queen Street - 32d Floor

Hoachdu, Hewaii 96813

Attention: Roy 8. Oshiro, Execative Director

AGRICULTURAL LOT GROUND LEASE

PROPERTY DESCRIPTION DOCUMENT NO.

| DOCUMENT NoO.
TRANSFER CERTIFICATE OF
TI’I'LE NOo:

Lapd Court ( ) chulur G0 Dou‘ulc( 3

STATE OF HAWAII
DEPARTMENT OF BUDGET AND FINANCE
HOUSING FINANCE AND DEVELOPMENT CORPORATION

WAIAHOLE VALLEY AGRICULTURAL PARK

AND RESIDENTIAL LOTS SUBDIVISION AND HOMESTEAD ROAD LAND
A AGRICULTURAL LOT GROUND LEASE ,
THIS INDENTURE made this _[S1_ day of _Jtutg, 1996 . by snd between"

HOUSING FINANCE AND DEVELOPMENT CORPORATION

& public body and & body cotporate and politic of the State of Hawaii
677 Queen Streat - 3nd Floor
Honoluly, Hawaii 96813

hereinafier called "Lessor”, and

AGLEASE DOC
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alentine Texeira and Mildred Blanche Texeira, husband and wife; and Valdrod J o-An‘z;c Souza, wife of John Souvzs,
1L, 2l of whoss residence sud post office address is 45-246 Popoki Place, Kansohe, Hawaii 96744,

as (check applicable box)
) tenants by the entirety (] tenants in conymon
(X) =asjoint tenanty with full dghts of survivorship ( ) 2% {enant in severalty
hercinafter called “Lessce®.

) The demised premises are a part of an agricultural park for which State of Hawaii land and funds
were used to meet the goals and objectives stated in Hawsii Ravised Statutes ("HRS™) Scc. 166-1. At least one of
the personds) who is the Lessee roust be 2 *farmer® as that term is defined in the Master DCC&Rs identified and

inctirporated mto the Memorendom of Deslarstion and Covenants, Conditions snd Restrictions set forth in this Lease.
In this Lease, e person who qualifies as the "farmer® is:  Valensine Texetrs

. : -2
Ameaded Wainhole Agdcultunal Lessa
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WITNESSETH:

That Lessor, in considesstion of the rent hereinafier resgrved and the covenanis heroin
contained and on the pant of Lessoe io be observed and performed. does hereby demise and Jeasc unto Lessee
and Lessee does hereby accept and rent: All that certain 1and described in ExHibit "A” attached hereto and
incorpomated harain by reference and made & part of this Lease, "AS 187 and withoul any express or implied
warrsntics of habitability or fitness for any particulsr pupose and ibject (o all risks incidental to itr use.

. SUBJECT to all easernents shown on the map (if any) hereio attached or above raferred to,
and reserving unto Lessor within said easemcnts rightz-of-way and the right 1o grant to any publie utility or
govemmesitsl authority such rights-of-way over, across and under xaid suzements for lines and other
transmission facilities knd appuwrtznances for clestricity, grs, telephone, water, sewer, drainege and similsr public
services and wilitice, 20d the dght to enter for such purposes md to repair such facilities and to wrim any trees
in the way of such lines,

SUBJECT FURTHER to the (ollowing: 1) the Declaration of Restrictive Cavenants for
Waishole Valley Agmukurﬂ Park and Residential Lots And Homestead Road Lands, dated Seplember 15, 1995
gnd, recorded in the Burcan of Conveyances of the State of Hawait as Document No. 95-124908 and/ior in the
Offica of the Registrar of the Land Court of the Ststc of Hawail as Document No. 2262857 and noled on
Certificate of Title Nos. 380,204, 380,205 and 195,398, incorporeted by referonce: 2) the First Supplemental
Declaraiion of Restrictive Covepants of Waishole Velley Agricultursl Park and Residential Lotz Subdivision and
Homestead Road Lands, dsted Jenuary 22, 1996, and recorded in the Bureal of Conveyences of the State of
Hawaii ax Document No., 96-012417 end filed in the Office of the Assistant Registrar of the Land Court of the
State of Haweii as Document No. 2287002, incorporated by refercnce snd mads part of this Lease, collestively
referred 1o as the "Masier DCC&RE™; and 3) the Memorandum of Decleration of Covenants, Conditions and
Restrictions of Waiahole Valley Agricultural Park and Revidential Lot Subdivition and Homestzad Road Lands,
which will be recorded with the lease, aluchcd hereto as Exhibit “B" and incorparated by reference nnd mads
part of this Leese.

RESERVING UNTO THE LESBOR, ITS SUCCESSORE AND ASSIGNS, THE FOLLOWING:

(1) All minerals as hereinafler defined, in, on or under the demised promises und the right, on
its own hehalf or through persons nuthorized by it, to-prospéet for, mine and rembve such mincruls end to
oceupy and use so much of the surface of the ground as may be required {or all purpescs reasonably extending
to the mining and removal of such minersls by any means whatsocver, including sirip mining. "Minerals”, a5
used herein, shall mean any or all oil, gas caal, phosphete, sodium, sulphur, iron, titnium, gold, silver, bauxite,
bauxitic clay, diaspore, boehmite, laterite, gibbsite, alumins, all ores of aluminum snd, withoul limilation
thereon, all other mineral substances and ore deposits, whether solid, gaseous or liquid, including all geotharmel
resources in, on. or under the land, fast or submerged; pmvidcd. that "minerals® shall not include sand, gravel,
rock or other materisl suitable for use and when used in general construction in furtberance of the Lessec’s
permitied activities on the demised premises end not for sale 1o others, Provided, however, that a5 & candition
precedent to the exercise by thic Lessor of the rights rescrved in this paragraph just compensation shall be peid
1o the Lessee for any of Lessee's improvements taken during the term of this Lease: (2) Al archacological and
historio sites and remeins found on the demised premises shall belong to Lessor under the Jaws of the State of
Hawaii. Lesser shall preserve and protect and shail not disturh any srchaeological and historic sites and remains
on the demised premises: apd {(3) Pursuant to Sextion £71-364n) (B). Hawaii Revised Statutcs, mineral and
metallic rights and surface and ground water shel] be reserved to the State.

TO BAVE AND TO HOLD the demised promises together with the rights, cascments,
privileges and appurtcognces thereunto belonging and appertaining, unto the Lestec for a term:
Commencing on: Junc 30, (998
Ending on: June 29, 2053

unless sooner terminaled as hercinaficr provided, the Lessor reserving certain rights and interests and the Lessez
yielding and peying 16 the Lessor st the principal office of Lessor, an gmnual lease rent in the amount computed
zad payable on the dales specified below, without notice or demend by the Lessor.

A deod Waiskol Av' Yhurs] Lot Lesse
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coE ANNUAL LEASE RENT

Lease Leaxe Annuai Base “Baxe Lease Annusai Percentage Leaze Rent

Period { Years Lénze Rent Formula Reat Anount (of Lessee's gross agricultural
income derived from the demised

premises for the preceding calendar
year snding on December 31) **

1 3 =2 | Sioh PEr &Cre (OF porion Anmually: 0%

thensof)
{ $892.80
(Provided that if them iz any.
residentisl dwelling, including | Monthly:
M employee’s qusrters, on the
’ demised premises, the annusl £74.40
basge lease rent for the first
7,500 squars feet shall be
$500.00)

) : 3 -25 1 §100 per acres (or po}txon : Annually: 9/710th of 1%%
thereof)

(Provided that if there is any
rosidential dwelling, including | Monthly:
employee’s quariers, oo the
demised premises, the annuxl $74.40
base lease rent for the frst
7,500 squarc feet shall be

$500.00)
3 26 <407 . * M =
4 IR ® ] ; * *
. To be negotiated,

L Lessee’s signed State of Hdwail and Federal tax retums shall be submitted with such payment and the
Lessee shall inform the Lessor of any governmental audits of Lessec's tax seturns. .

LEASE RENT PAYMENTS

" The Annual Base Lease Rent shall be paid in equal monthly installments in advance on the first working
day of cach month. The Annual Percentage Lonse Rent shall be paid in artears no later than Aprit 15 for
the provious calendar yenr. If the lease rent payable for any period or time i less than 6 fuil calendar
year or other period of time, as the case may be, the lease rent for such period of time shall be prorated.

C. Rencgotlation of Annusl Base Lense Rent and Annual Percenisge Lease Rent.
Qne year prior to the expiration ofgrespective Lease Periods 2 and 3, Lessor and Lessee shall begin renegotiations
regarding the new annual lease rent forfespeotive Leace Periods 3 and 4. In determining the annual fense rent
for respective Leass Periods 3 and 4, the following factors may be considered;

(D The fair rental vatue of the demised premiscs based on the use of the demised premises -
for residentisl nud agriculiural hises exclusive of cropx therpon and improvements that Lessee hax installed,
ercoted, constructed, or otherwiso placed on the demised premises or crops and improvements that were installed,
erwoted, constructed or otherwise placed on the demised premises by a prior occupant of the demised premises.

Amonded Walsheks Agricoltinal Lot Loass
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@) The historical productivity and profitability of Lesses's farming operations. i
3 Other factors msy also be considered.

The Annuel Baso Leass Ront and Annval Percentage Lease Rent established by rencgotiation
for Lease Periods 3 and 4, respectively, sbsll not be less then the rental amount esteblished for Lease Periods 2
snd 3, rewpectively.

In tho event Lessor nad Lessee ars unable to agree on the fair rentsl value of the demised
premises for Lease Periods 3 and/or 4, respectively, sixty (60) days pror to the expirstion of Lease Periods 2
end/or 3, regpeotively, Lorsor and Lesses shall submit the issoz of the fair rcotal value of the demized premises
 to medistion in accordsncs with spplicable tules of médistion of the American Arbitration Association,

If Lessor and Leasce aro not able to datormine the issue of the fuir rental value.of the demired
promises by mediation, ¢ither Lessor or Lesses may give to the other written notice of.a desim (o have the issus
of the fair rental valus of the demised premises settled by asbiumtion in accordance with the applicable rules of
the American Arbitration Asgociation. Judgment upon the award renderod by the rrbitrator(s) may be entezed in
any court having jurizdiction thereof.

In al] cagex of mediation or arbitretion, Lessor and Lessee shell each pay the expense of their
own sitotneys’, appraiser’s and witness foes, All other expenses of such mediation and arbitration shall be
divided equally between Lessor and Lessce,

1f and whenever the fixing of such rental value is under medistion or arbitration, Lessee,
pending the detersaination thereof, shall continue to pay the stme lease rent which Lessee had been paying
during the immediately preceding leaze rent period znd shall pay the deficiency, i€ sny, within thirty (30} days of
the successful conclusion of the medintion or arbitration proceedings, as the cess may be.

AND LESSOR bereby covenants with Lesscs thet upen payment of the reot as nforesaid and
upon observance and performence of the covenunts by Lessee hereinafier contained, Losses shall peaceably hold
and enjoy said premises for the term hereby demised without hindrance or interruption by Lessor or any other
person or persons lawfully olaiming by, through or under it exoept £s herein expressly provided. .

AND LESSEE kereby covenanis with Lessor as follows:

1. PAYMENT OF RENT. Lessee will pay or cause to be paid seid rent in lawful
money of the United States of Americe st the times end in the manner aforesaid, without any deduction and
without any notice or domand, at the office of Lessor or Lessor’s duly designated agent.

2. TAXES AND ASSESSMENTS. Lessce shall pay or cause to be paid al least ten days -
before the zame become delinquent all real property taxes and assessments of every deseription’to which said
premizes or any. part thereof or any improvements thercon, of the Lessor or Lesses in respect thereof, are now of
mzy be assessed or become lisble, whether assessed 1o or payable by Lessor or Lassce, oxcept that such taxes
shall be prorated between Lessor and Lessee 2s of the dates of commencement and expiration respectively of said
temoy, provided, however, that with respect to any assessment made under any betierment or improvement law
which may be payzble in installments, Lesses shalj be required to pay only such installments togsther with
interest a5 shall become due snd payable duking seid term.

3. PAYMENT OF RATES AND OTHER CHARGES. lLessee will pay before the same
become delinquent all charges, duties, rates and otber outgoings of cvery description to which said premises or
eny part thereof or any improvement thercon, or Lesser or Lessee in respect thereof, may during said temm be
assessed or become lisble for electricity, gas, refuse collection, telephone, sewage disposal, water or eny other
utilities or services, whether made by governmental authority or public or community service campany and
whether sssessed to or payable by Lassor or Lessee.
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4. IMPROVEMENTS REQUIRED BY LAW. Lescee will at Lessee's own expense

- during the whole of said term make, build, meintain and repair all fenccs, sewers, drains, voads, curbs, sidewalks
and other areas which may be requived by law 1o be made, built, rmaintained and repaired upon or adjoining or in
connection with or for the use of the dewized premiscs or any part thereof.

3. OBSERVANCE OF LAWS. Lessee will st all times duting #aid term keep zaid
premiszs in & strictly clecan and sanitxry condition and observe and perform all laws, ordinances, nudes and
regulations now or barsafter made by sny govemmental authority for the time being applicable to szid premises
or eny improvement thercon or use thereof, and affecting said premises, and will indemnify Lessor against ail
actions, suits, dameges and claims by whomsoever brought or made by 1eason of the nonobservance or
nopperformance of ssid laws, ordinsnces, niles and reguletions or of this covensat.

(% REPAIRS TO IMPROVEMENTS. Lessee will, at Lestee own expense, keep,
repair and maintein alf byildings and improvements now existing or hereafler constructed or installed on the
demized premises in good-oyder, condition-and repair, reasorable wear-and tear excepted. . . .

7. INSPECTION. Lessee will permit Lessor and Lessor’s agentx st all reasonable times
during said term to eater the demised premises and cxamine the state of repair and condition thereof, and will
repair and muke good oll defects required by the provislons or this Lease to be repaired by Lessee, within 90
days after the giving of notice by Lessor or Lessor's zgents.

Lessor, the County, or any agents or representatives thereof shall have the right to enter and
cross any poru'on of the demised land for the purpose of performing any public or official dutier; provided,
however, in the exercise of such nghf.x Lessar or the County zhall not interfors unreasonably with Lessee's use
. and en)oymm: of the demised preatizes, and shall nof cause injury or damage lo the Lessee's interest.

3. DIVERSIFIED AGRICULTURAL USE. Lessec understands and agrecs that the
requirements of this paagraph shell be surictly observed.

(ay Beginning no later than two (2) yesrz {rom the date of this Lease and for the
(ien remaining tenn of this Lease, Lossee, including Lascee's permitted successors and essigns, must be a
"farmor™ and personally use atid apcmw the demised premises for diversified agricultural purposes.

The demised premiscs must remzin in continuous cultivation exeept for the
normal fallow period as raquired by standard agricuiture practices, If Lessee is preventzd from maintaining the
demised premises in continuous cultivalion because of the accurrence of an "act of God”, such as & humicane,
drought or other catastrophe, which is beyond Lessece's control, Lesses may request Lessor to grant Lossee o
reasopable gxtension which ghall not exceed 6 months to comply with such requirsment.

(b) During the term of this Lease, Lessee may use & contiguous area of up o
7,500 square foet for residential purposes ss an accessory use to the pnmnry diversified agricultursl use of the

demised premizes subject 1o the following conditions:
(1) . Lessce may place, maintain or allow on the'demised premises only

one single-family c{wullmg (exclusive of ontbuildings) within such residential arca;

@ L.essee must use such single-family dwelfing only as Lesseo'’s
principal dwelling, For purposes of determining whethér Lessee is in compliance with this requirement, Lessee
¢an only have ons principal dwzlling; snd

@)  The remaining ares of the demised promises must be used for

diversified agricultural purposes, which may include employes quarters and accessory structures, in accordance -
with the Lezse, the Master DCC&Rs, end the Mcmorandum of Declaration 'of Covenants, Conditions and.

Restrictions,

Lessee agrees that Lessee wilf be in defavit of this Leass and thiz Leasc shall be torminnted in
accordance with the terms hereof if Lessoe does not strictly comply with-the above conditions.

5-
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ot {©) The maising of any animals in connection with & feadiot operation is sbsolutely
prohibited. The reising of enimals shall be permitizd or sllowed subject 1o the following:

{1) - Lessee shall observe all applicable Federal, State of Hawaii or City
and County of Honolulu laws, ordinznces, codes or regulations;

(2) Lessee shall be fully responsible for such animals: and

[£Y] Such animals shefl not present a threat or threaten the diversified
agrioulturnl szvzth that sre beibg conduoted in the lends covered by snd described in the Declaration attached
hereto as Exhibit "B* and incorporatad by rofereace,

@) If there is auy confliot between the terms of the Dcciarmxm and this Lenasz,
the terms of thc Deolaration shall sontrol.

- 2. - BOND. Lessse will before commencing construction of savy improvement on the
demised premiscs deposit with Lessor a bond or certifieate thereof naming Lessor as an obliges, in a penal sum
not lexs than 100% of tho cost of uch construction and with & tcsponu'ble corporate sursty (or with Lessor's
written approval, a rexponsible matarini house) authorized to do business in Hawaii, gusrantesing the completion
of such construction free and clear of alt mechanics' and materislmen's licns. In the case of an owner-builder,
Lesgee mxy roqusst Lessor's consert to waive all or & part of the bond required hereby provided that Lessee shall
furnish 1o Lessor adequats assuranco that Lossos can complete the improvements lien free,

18. SETBACK LINES. Lessec will observe sny setback lines affecting the demised
promises, and will pot ereot, pirce or maintain any building or structure whatsoever excopt approved fences or
walls between eny strest boundmry of the dernised premiscs and the sot back lino aloog such boundary.

11.- INSURANCE. Lessec will at Lessco's own expense st 2ll imes during said term keep
all bmldmg, now or hercafter ervected on the demised land insured against Joss or damage by fire with extended
coverage in a responsible insurance company aathorized to do business in Hawaii, in an amount ag near a5
practicable to the replacement cost thereof, in tha joint names of Lessor, Lessze and mortgages (if any) as their
interests may sppeer, payeblo in cose of loss to the mortgegee (f any) or in the absence of any mortgage to
Lessor and Lessee as their interestz may appesr, and will pay all premiums thereon when due and from time to
time on request therefor deposit with Lessor & true copy or certifipate of such current insurance policy, and any
money derived therefrom in cass of loss shall be held in trast in Hawaii and be immediately available 1o and used
as soon a5 reasongbly possible by Lessee for rebuilding, repairing or otherwise reinstating the same buildings in 2
good and substantinl manner sccording to the plan and clevation of the buildings so destroysd or damaged or such
rhodified plan as shall be previously approved in writing by Lessor; provided, however, thet'in case the main
dwelling on ssid promizes shall be destroyed by any oasualty during the last ten years of the term hareof, Leszee
may et his option cancel this Lease by giving writtca notice thereof ta Lessor within 30 days afier such cesualty
on cordition that before such cancellation becomes effective Lessee sheil remove all remains of the damaged
buildings and pay to Lessor alt ront lhon accrued hereunder 2nd 1axes for the full current yeer and in oase said

Araended Weiahols Axriouiture} Lot Lesss

EXHIBIT D

EXHIBIT A


http:im.ura.Me
http:there.on
http:covoni.gc
http:hetwe.en
http:build.mg
http:pn::mi..ea
http:threat.en
http:prohibit.ed

dwelling shall be destroyed by any cesualty at any time doring said term, i{mnhmszmmonthuwf:hallbc
preventzd by law, Lessee may at his option mmlmhlmcbygiﬁnzwﬁmnmgmfwmnfmy

. time thereafter on condition that Lesses shalt before such cancellstion beoomes effective remove all remains of
the damaged buildings mdpaywlmuummmwucdmmmdmfoﬂhcﬁmwym.m
wpon cither such canceliation all insurance proceeds shall be payabie to and be the poperty of Lessee and
mortgages (If sny) as their intérests may sppesr; provided, ﬁnm.&ndminzmcbpuiodfsﬁcbcp?mauof
Housing snd Urban Development o Vetersns Administration shall own this Lease sll provisions of this Lease
requiring insurance and restoration of buildings which are sabstantially destroyed shall be inoperative, but such
_administration chall promptly remove ail remains of #ny dxmaged buildings not restored in accordance with said
provisions. .

Additionally, Lessee will, at Lésses’s own expeutse et all times during the term of this Lease,
obtain reascnable lability insurance from amy insurance cempany or companies-which is licensed and authorized
to engnage in the business of insurance in Hawall naming Lesses g5 the named insured and Lessor a5 &0 additional
insured and insxming both agaiest and fam aoy end all claims, demands or suits for property damage, personal
injury-or death arising out of, relating to or proximately caused by the use, maintenance, operation and control by
Lessze of the demised premises, A curpent policy o certificats of sch insurence shall be submifted to Lessor.
By endorsement or otherwise, the inswrance policy must provide that the insurenee company cannot cance] or
amend the insurance policy without giving Lessor et least 30 days pricr written nofice.

iz COST OF LITIGATION. In case the Lescor shall, without any fault on Lessor’s part,
be made a party to any litigation commenced by or agains the Legses (other thm condemnation procecdings), the
Lessee shall and will pay.ail costs and expenses ineurred snd imposed on the Lessar that sre awarded to Lessor
by the court. Furthermore, the Lesseo shall and will pay all costs snd expenses which may be incurred by or paid
by the Lessor in eaforcing the covenants and agreements of this Lease, in rocovering possession ¢f the demised
premises or fu the collection of delinquent rental, taxes and any and sll other charges unless Lesseq is the
prevailing party in any such Litigation, proceeding or controversy,

13, INDEMNITY. Lessce will indemnify snd hold Lessor harmiess sgainst all clgims and
deriands for loss or damnage, including property daniage, personal injury and wrongful death, erising out of or in
connection with the use or occupancy of said premises by Lesses or any other person claiming by, through or
under Lessce, or any accident or fire on said premises, or any nuisance made or suffered thereon, or any failure
by Lessee to keep said premises in 2 safe conditior, and wifl reimburse Lessor for all of Lessor's costs and.”
expenses Including reasonable attorneys’ feas incurred in connection with the defense of any such clzime, and will
hold =it goods, materials, furniture fixtures, equiproent, machinesy and other property whatsoever on said premises
at the sole risk of Lessee and hold Lessor harmless for any foss or damage thereto by any cause whatsoaver,
Provided, however, that this indemnity provision shall not apply te or cover the negligence of the Lessor or
Lessor™s successors,

14. CONSTRUCTION OF IMPROVEMENTS. Lessec shall not st any time construct,
place, locate, maintain and install on said premises any new house, building, structure. or improvement without the
prior review of Lessor and upon such site locatlon conditions as Lessor may impose. Provided, however, that
upon application to Lessor and subject to Lessor’s approval, Lessee may construct 2 permanent foundation upon
which a house, building or other structure is 10 be placed or constructed upon the cxpress condition that the
foundation shall be demolished and removed in the event that & new lessee does not accept such permanent
foundation. Jt is understood by the parties that in the event of Lessee's defmult or the sale or transfer of the
demised premises, Lessca shall be solely lisble for removel of any and all improvements constructed on the
Premises.

15. WASTE AND UNLAWFUL USE. Lessec will not make or suffer any strip or weste
or unlawhil. improper or offensive use of the demised premises or use the demised premises for or in connection
with the cultivation, manufacture, sale, storape or keeping for sale or barter of any plants or plant products, which
the cultivation of which is prohibited by any County, Stute, or Federal laws, nercotics or alcoholic beverages or
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" and obhgxﬁons hercunder, including those et fosth shove in paragraph 8, as the original Lessce subject 1o the
following conditions:

{1)-  Notice and Certifications. Lessos shall potify Lessor of any proposed
axsignment of this Leage. Lerseo and the proposed assignes shall (i) provide Lestor with full information sbowt
the proposed assignment snd (i) sign and deliver to Losvor alt documents which Lessor shall require to assure
full compliance with this Leass and the Doclaration, including a certification that the proposed assignee meets the
qualifibations of & “farmer® who is'oligible to be a Iossee under this Lease.

2) Lessee's Limited Equity, Lemec undersiands sod vnconditionally agrees that
Lesgee's equity in this Lease and/or the improvemsnty and crops on the demised premises ehall not exceed the
*Lossee's Equity”™, which is dofined as the. fair market veiue of Lessee’s improvements and crope on the demised
premizes.

'If Lesses shall ssll.or 2zsign thiz Lease for & conviderntion (whether in cash or
in kind) in zxsess of Lessee's Bquity, tha excess shgll belong to and be paid in oarh immediately w Lessor.
Lessee and Lessee's assigneo shall be jointly and soverally lisble for the payment of wch excesg consideration to
Lessor.

(63 Buccessors in Interest. Every successor or asgignee muost meet the eligibility
reguircments 10 bo & lesges under this Leass and shall psy and perform sl of the obligations under this Lease,
inciuding thoze set forth sbove in paragraph 8. If 2 susoessor or assignec shall not meet the eligibility
requirernents or shall not pay oud perform sll of the obligations under thiz Lease, including those set forth sbove
" in peragraph 8, this Lesse shall be cenceled and such successor or azsignee ghall not be entitted to any
consideration or compensation whatsoever upon such cancellation. Provided, if the muccessor or assignee shall
succeed to Lessea's interest as the result of the death of Lessec nnd if such sucseesor or assignee shall not meot
the eligibility Tequirements 1o be a lesaee of this Lease, such suscessor or assignee shall have ope year 1o assign
the Leasze to 5 porson who shall meet the eligibility rcquutmcnm of being » *farmer™ herein subject 1o the
provisions of this parsgraph 20; and, ,

'C)] Sale and Auslgnment; Lessor's Flnt Option. If Lesser wishes to sell, assign
or otherwise transfer fitle 1o the demised premises or this Lease {or any reason and for a consideration, Lessor
shall have the first'oplion to puschase the same free and clear of all encumbrences which Lessee shall permitted -
to attach to the Lease, and outstanding mortgages, for & prics which shall not exceed the Lessee's Equity. In all
events, Lessea shall not be entitied {o any compensation whatsoever for the leaszhold valuc of the demised .
premises or this Lease.

If Lessor exercises this first option, the demised premises shall be {ree and
clear of all mortgagc liens aud encumbrances placed on the demised premises or this Leass by Lessee, including
Lezssée’s pradecessors fn interest; and,

(5} Saic, Assignment ar Tranefer of Corporate Stock or Other Inferest kb

. Buziness Orrgnnn:lﬁon If Lasses shall be » corporation, parinership, cooperative o other business organization,
any transfer, eale, pledge or other disposition of the corporate stock, voting rights or other interest in such
busifiess organization shall be deemed a sale, assignment or transfer of this Lease and therefore prohibited without
- the express written consent of Lessor. At all times dixing the tenm of this Lease, and any cxtension thereof,
Lossee agrees thet the person, including such person’s peymitted succezsors and gs3igos, named above as the
*farmer® must qualify as a "farmer* as that term is defioed in this Lerse, Master DCC&Rs, snd in the
Memorandum of Declaration of Covenants, Conditions #nd Restriotions, in order for Lessze o hold this Lesse and -
that such person must own st least 75% or wore of the stock, voting interest or other interest of e Lessee at the
time of excoution of this Lease and during the term thereof. Lessse shall inform Lessor of any obanges in the
composition of ownership of Lesses and obtain Lecsor's consent with respect.to any of their successors. If Lesiee
shall breach the terms of this covenant, this Lease shall be terminated and Lessce shall have 30 consecutive
calendar days ta vacete the demised premises.
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‘ " In all events, Lossee, including Lestee's FUCCEEROTE OF m;mgm, cannol rent or sublet the whole or
any porticn of the domised premises mufa any circumstances,

If the demised premises described in Exhibit "A” attached hereto and incorporated by reference
is comprised of more !tum one gubdivided lot, all of the subdivided lots shall be conmidered one (1) lot for
purposes of this Laasc the Master DCC&Rs, end the Memorandum of Deolerstion of Cpvenants, Conditions &nd
Resmiotions. A subdivided lot that is a portion of the demised premises shall not be separately or individusily
transfarsble and shall not be sold, transfemred or conveynd in any manner, whother by sableass, concession, Jicense
or othsrwise, zeparate from zli of the rubdivided lots comprising the demised premiser so as to scparate the
benefits and burdens of such subdivided Jot ip any way under this Lzasa, the Master DCC&Rs; and the
Memorendur of Dpclaration of Covenants, Conditions and Restrictions. Any sticmpted sale, transfer or

‘conveyance of n subdivided lot somprising 2 poruon of a demived premises xbau be deemed to constitute 1
conveyange of all of the catire demised premises; and

: (6) Permitted Transfers. The followxu,g transfers shall be pernum:d provided thot
there is no consideration for the transfer and the Lessee notifios Lessor and obtains LEssor’s writterr consent priof
to zuch making any such transfer: .

(=) 4 trapsfer by devise, descent, or opergtion of law oa the death of =
joint tenant or tenant by the entirety;

) A transfer to the spouse or ohildren of the Lessor;
") A transfer whereby Lessees are married and one Lessee conveys

hisfhor leaschald right, Gtle and fnterest to the other as a resalt of a decres of dissolution of mamage, Iegal
seprration or incident to & property sctilement agreement; or

@ A trapsfer to an intervivos trust in which Lesscz is and remaing the
primary beneficiary sgd continues to use the demised premises and which does not relate to & transfer of rights of
occupancy in the demissd premises.

E. Mortgage. Except as provided bersin, Lessee shall not morigage, hypothecate or
‘pledge all ar any portion of the demised premises or this Lease without first notifying Lessor and obtaining
Lessor's written consent.  Any such morigage, hypothecation or pledge without such written approval shall be
null and void.

Upon dus notics o and with the written consent ‘of Lessor, Lessee may mortgage this
Leasc or any interest therein or oreale 8 sccurity interest in the demised premizes under the following conditions:

. ) Mortgage Loan Amaunt. The aggregate amount of all mux;rgagcs that Lessee
can place on this Lease shill not exceed 80% of Lessee’s Equity or such lesser amount which & prrud:nt
instinntional mortgage lender will jend to Lessee.

{2) Purpeses. The purpost of the morigage shall be limited to:

{8) New construction or repair, replacement or improvement of Legses's
principal residencs on the demised premises;

{®) New construction or repair, replacement or improvement of one
craployee's quariers on the demised premises;

© Diversified agriculturs] activities. on the demised premises.
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' 23 EXTENSION OF TIME. m:;omﬁhmndingmy;}twisi{mcmmimdhutjnmmc
contrary, Wherever npplicable, the Lessor may for good canse shown, sllow additional time beyond thf:‘tlmc or
ﬁm;;apedﬁadbmizxwmmqinwhidzmwmply.obmvamdpnﬁmmmyat:ﬂwmwm%mmmd
covenznts contained herein, Amy extension of time shall not be effective unless it is in writing and signed by
Lessor.

24.  ACCEPTANCE OF RENT NOT A WAIVER. Thaf the acceptmice of rent by the
Lessor shall not be desmed a waiver of sy bresch by the Lesses of any term, covenant or condition of this
Lease, noe of the Lessors right to re-entry for breach of covenant, nar of the Lessor’s right to declare and .
eaforce u forfeiture for any such breach, apd the faifure of the Lessor to insist ttpem strict parformance of any
such tenm, covensnt or condition, or o exercise sny option herein conferred, In amy one or more instances, shall
not be construed as a waiver ar relinquishment of any such term, covensat, condition or option.

: 25, BOUNDARY FENCES. If there are any livestock on the demised premises, the
Lessee shall be solely respousible for securing such livestock for the health, safety and welfare of all persons and
property. If required by Lessor or any governmental sgency or department or ny cowrt arder of smy public
safety official, the Lassee shall keep such livestock penned or corralled within 8 stockproof fenced area within the
demised premises, provided that if required by any Isw, the Lessoe shall install stockproof feaces along the entire
outside perimeter of the lend encompaseed under this Lease where such fencing does not exist, regandiess of
whesher the Lessee has an interest or ownership in adjoining lmds, end shall maintain in good order and
condition throughoot the term of this Lease the fences so constructed end those now existing oa the demised
premises, The Lessee shall, wholly at Lessee™s own cost and expense, stake cut the boundaries wherever
necassary In conformence with the legal descriptions pravided herein. Tho cost of insialiing end maintaining such
boundary feaces shall be in accordance with Part IT of Chapter 664, Haweil Revised Statutes, which provides
generally for the sharing of such costs by adjscent land owners or lezses for the purposs of confining enimsls of
each adjacent owner ar lesses unless the adjacent fand Is owned and not leased by the govermnment.

26, PROTECTION OF FOREST, WATERSHED AREAS, ETC. Lessse shall protect
forests, watershed areas, game management areas, wildlife sanctuaries, reservation of rights-of-wey and access to
other public ands and prevent nuisances and waste ini-connection with Lessee’s possession, occupancy and use of
the demised premises, Lezsoe shail take ali reasonsble precautions to preveat forest fires thereon, and in the event
such fircs shall occur, Lessee shall use alf reasonable means at Lesses's command or under Lesses’s control to
have such fires speedily extinguished. L

27. BAZARDOUS MATERIALS. Except for Hazardous Material lawfully permitted on
the demised premises in connection with the direct participation of diversified agricultural activities on the
demised premises, Lessee shall not cause or permit any Hazardous Matesial, ag hereinafter defined, to be brought
wpon, kept, or used in or shout the demised premises by Lesses, its agents, craployges, contractors, or invitees, or
any persons holding under Lessee, Any Hazardous Material lawfully permitted on the demised premises in
connection with the direct participation in diversificd agricultural activities on the demised promises, and all
containers therofor, shall be used, kept, stored ang disposed of in = meanner that complies with sll federal, state,
and local guidelines, Inws or regulations applicable to the Hazardoas Material. Lessee shall not discharge, lesk,
or emdt or permit 1o be discharged, lesked, or emitied, any material into the stmosphere, ground, sevwer system, or
any body of water, if that materisf (as is reasonebly detesmined by Lessor, or any governmental authority) does or
may pollute or contaminate the same, or mey edversely affect () the health, welfare, or safety of persons,
whether located in the demised premises or elsewhere, or (b) the condition, use, or enjoyment of any buildings or
any other real or personal property.

If Lessee breaches the obligations stated in this paragraph 27, entitled Hazardons Material, or if
{he presence of Hazardous Material on the demised premises caused or permitted by Lessee results in
conmmination of the demised premises or other premises, or if contamination of said demised premises or other
premises by Huzardous Material otherwise ocours for which Lesses is legally liable to Lessor for damage resulting
therefrom, then Lessee shall indemnify, defend and hold Lessor barmless from any and all clzims, judgments,
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dmmmﬂﬁaﬁmmmﬂﬁumlm(mmmgmmmmmmmmaim
for the Joss ov restriction on use of, 2od demages arising from any sdverse impact-on marketing of said demised
premiscs or other prexsises, aod suog pald in sentlement of claims, attorneys” fees, consaltent fees und expert fecs)
which nriss during or sfier the lcgse tefm a3 a result of such comtamination. This indermification of Lessor by
Lesses inclodes all reasonable costs inturred in connection with any investigition of site conditions or ary
cleanup, remedisl, removal, or restorption work required by-sny federal, state, or local governmentel-zgency or
political subdivision bacause of Hezardous Materisi preseut in the soll or ground water on or mnder said demised
premises or other premiges. Without Gmiting the foregoing, if the presence of any Hazardous Marerisl on ssid
demised premises or other premizes capted or permitted by Lesses results in any contamination of said demired
premises or other premises, Lessee shall prompily take sll acticns at itz sole expense 25 are necessary 1o retum the
dmmedmhuwmhumwwﬁ:mndrﬁmmmngmmzhcmodtmmafmymcbﬁxn?zdcus
Matzrisl 1 the demised premises or offier premises; provided that Lessor™s approval of soéh sctions shall first be |
obtained, which approval ghall not be wnreasonably withheld so knhg s such acticos would not potentially have
any adverss effect ou the demised premises or other premises. Lesses’s representstions, warranties and covenants
contained in this paragraph shall survive the term of this Lease. However, Lessor will indemmify and bold Lessee
harmiess for any damages stffered by Lessee rosulting from heeaidons materials sxposure caused by Lessor.

As used in this Lease, the term "Hezardous Material”™ means any hrzardous or toxic substancs,
material or waste Which is or becomes regulsted by any local govemnmental anthority, the State of Hawaii or the
Unijted States Government. ‘The term ¥Hazardous Material® includes, without limitation, sy meterial or substance
that is (i) petroleum, (i) asbestos, ({if) desipnsted as 2 "hazardons substance™ pursuant 1o Section 311 of the
Federal Water Pollution Control Act (33 U.S.C, §1321), (iv) defined 8¢ 8 *hazardouns waste™ porsuant tn Section
1004 of the Federal Resource Conservation and Recovery Act, 42 US.C. 56901 et s2q. (42 US.C, §6203), (v)
defined as & "hazardous substence” pursuant to Section 101 of the Camprehensive Environmental Response,
Compensation and Lisbility Act, 42 U.S.C. §9601 ot seq. (42 U.S.C. §9601), (vi} defined as a "regnlated
substance™ pursusnt to Subchapter IX, Solid Wasts Disposal Act (Reguirtion of Underground Stotage Tanks), 42
U.S.C. §6591 et £2q. or (vii) any similar state or local laws, ordinences or regulations now urhmﬂ:m'ndcxptcd,
published and/er promulgated pursusat thereto,

28. COVENANT AGAINST DISCRIMINATION. The use and egjoyment of the
premises shall not be in support of mny policy whith discriminates against anyons based upon race, creed, sex,
color, national origin or physical handicap. .,

29. MAINTENANCE OF EXISTING INFRASTRUCTURE IMPROVEMENTS.
Notwithsisnding any provision to the contrary, Lessor shall be responsible to pay Tor the Yepair and majntenance
of the existing paved roads, water tanks and mzin waterlines, catch basins and bridge and soream lining below the
bridge, which Lessor caused to be constfucted in the Waizhole Valley Agricultural Park and Residential Lots
Subdivision until such time that any of such improvements are dedicated to » governmental rgency or department.
Provided that if any improvements 1o the same are required as part of any Improvement dismricr, Lesses shall be
respansible for the payment of the improvement district assessment allocated to the demised premises.

30. MISCELLANEQUS. The teym "Lessor™ and "Lessee” herein, or any pronouns vsed in
placc thereof, shall mean and include the masculine or feminine, the singular or plurd] number, and joimly and
severally individnals, firms or corporations, and their and cach of their respective successors, executors,
adminisiralors and assigns, according to the context hereof

31 LESSEE'S WAIVER OF RIGHT TO PURCHASE FEE SIMPLE INTEREST IN
THE DEMISED PREMISES (if applicable). Lessor acquired the land which comprises the Project, including
the demised premises, and caused ceftain capital improvements to be made to such land in furtherance of the
public policies set forth In Hawait Revised Stammes Sec. 166~1 and the public purpose of providing bousing
opportunities. Recognizing the contribitions of the State of Hawali 1o carry out such public policics and purpuse
in order o establish the Project, Lessee, for Lesses and Lessce™s sucesssors and assigns, hereby relinquishes,
renpunces and ‘waives any right 10 purchase the fee simple interest in the deised premises which Lessee,
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including any successor and assign, now has or may hereafter have or claim under any law to purchass the fee
simple Interest in such praperty. .

i the foregoing, it any law or coort of competent jurisdiction shall determine that
ﬂwmwmfmhabwcthnphﬂMwbemfnmbbmdmnﬂmmcMNma
Lesser's succestors or assigns, to purchase the fee simple interest in the real property constitating the demised
premises, the purchese price shall bo pot less than the sem of the following:

) An amount of thie total general impravement costs (roads, drainage and elecirical
improvements) and water gystem fmprovements which the Lessse expeaded to dovelop the Project snd which
should be charged to the premises by good sccounting practics as determined by the Lessor whose books shall be
prima facie evidenco of the correctnsss of such costs x 7.00% x mumber of years from the date of this Lessz to
the date of.clositg of the fale of the foe simple interest In the demised prémises; plus

o) The fair market value of the foe simple interest unencumbered by this Lease; plus

(c) All of Lessor's attorpeys' fees end costs, including appraisal and other consultant fees
arising out of the lease-to-foe stmple conversion.

32. EXCEPTIONS TO LEASEHOLD TITLE AND RIGHT OF QUIET

. ENJOYMENT. Lessor iz not making snoy express or implied representation or warrenty to Lesses with respect 1o
Leasee's Ipaschold right, title or interest in the demised premises and right to quiet cajoyment of the demised
premises arising out-of or in conncction with the following exceptions; -

(a} Any facts, rights, interests or clsims which are not shown by the public records but
which conld be ascertnined by an inspection of the Iand of which the demised premises is a part or by making
inquiry of persons in possession thereof,

(®) Any cascments, claim of easement or encumbrances, whether claimed by prescription,
adverse possession or otiiciwise, which are not shown by the public records.

{c) Any discrepancies, conflicts in boundary lines, shortage on area, encroachments or any
other facts which 2 complete and comrect boundary and improvement survey or archeological study woufd -
disclose, including without limitation trails, rights of way, historic property or sites and burisl sites, and which are
not shown by the public records. .

{d) Any lien, or right to a lien, for services, lsbor or material therstofore or hereafer
furnished, imposed by law and not shown by the public records,

)] Clainis arising out of native Hawaiian rights eustomanily or traditionally exercised for
subsistence, culwraf, religious, access ot gathering purposes as provided by law, including without limitation the
Constitution of the State of Hawail, Section 1-1 or 7-1 Bawaii Revised Statutes or oxhcr stannm-y or case law of 2

stenilar nature,

33. AGREEMENT ABOUT PAYMENTS FOR “MASTER"™ OR “BLANKET™
LIABILITY INSURANCE. If the lahility insurance, which I required pursuant to Section {1 above, shell be
available through 2 “master” or “blanket” policy and if Lessee requests in writing to be covered by such “master”
or “hlanket” policy, Lessec agrees as follows:

. A{a) Lessee shall pay to Lessor a prorata share, as determingd by Lessor, of the annual
- premium for such liability insurance upon the issuance of this Leass to Lesses.

®) Lessce shuil pey to Lessor an additional swm on ar before the first day of each and every
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. month equal to 1/12th of Leseee's prowuta share, 85 determined by Lessor, of the estimated annual premium for
lisbility insurance: w”mﬂmmm&wmywwmofwﬁmdswhmhmm{ pay o

Lessor as liability insurance premiums,

{c) Lzmmshnﬂnochavemyubhgannn,mcpowihdﬂymhahﬂxrywpayauurmypmtof
the promivms for Fech “master” or “blanket” Hability insngpnce policy. 1f any lestes of an agriculteral Jot or
restdamtial Iot in the Wainhols Agricultural Park snd Residentia] Lots Subdivision shall fail, refose or neglectto |
pay zuch lesses's prozata ghare of the snnuzl Hability insurapcs prémium, such Jessee’s protata share shail be
momizd smong ell Jessees. lmmymmmdmmmMmMwahMagmedwpay

for liability ipsurance.

(d) Lessor shall not have any obligation, responzibility or lizbility to find any new or
replacement “master™ or “blanket” Lability insursnce policy if any then existing “master” or “blanket” Jiability
insurance shall be terminated, canceled or not renewed. If sy “master™ or “blanket” Lability inserance policy
shall be terminated, canceled by not renewed, Lessee shall bo respoasible for providiig Lessee’s own linbility
- insurance coverage pursuamnt to the requirements under this Leass,

(&) Lessor shall not have any duty, responsibility or lability for damages or any other relief
10 2 lessee or any third party with respect to the emount, coverags or policy lmits of sny “master” or “blanket”
liability insurance policy, Lessee may obtain any additionsl, excess or wmbrells liability insursnce for Lessee's
benefit and protection.

[43) Lessor i3 pot and shalf not be deemed to be an insurer, co-insorer or indemnitor with
respact to any claim, Hability, damages of sny kisd or natore, including any damages. Lessor shall not be liable
to Lessee or any thind party if the coverage or policy Jimits of such “master™ or “blanket” lability insurance
policy shall not cover in whole or in part angy particalar loss or claim, including the defenss of tmy claim.

(g) If Lesses shall fail, refuse or neglect to pay Lessee’s prorata share of the estimated
. annual premium for lisbility insurance or any additional sssessments for liabifity insurance premiums, including
any additional asscssments to pay the preminms of dther lessees who shall have failed, refissed or neglected to pay
ail or part of their proreta share of premiwns for Hability insurance, Lessee shall be in defanit under this Lease.
Any amount which Lessee shall fail, refise or seglect to pay shell bear interest mt the simple annusl mate of 12%
until fully paid. The interest collected shall be applied to reduce the premium for such “master” or “blanket”
liability insurance policy.
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T = Vaisbolo Agricutural Pack and Residential Lot Subdivision

Agriculiors! Lot Grosnd Lesce
LESSOR:

APPROVED AS TO FORM: HOUSING FINANCE AND DEVELOPMENT
CORPORATION

By:  ROY S. OSHIRO E
Tte: Executive Director

STATE QF HAWAI

N et s
B

CITY AND COUNTY OF HONOLULU

On this dayof __ . N p 1 1998 , 1998, beforo me appenred
ROY 8. OSHIRO, to me personally known, who, being by me duly swom, did say that ho is the Executive
Dirsctor of HOUSING FINANCE AND DEVELOPMENT CORPORATION, 2 public body and 2 body eorporate
and politic of the State of Hawaii; thet the foregoing instrument was zignad in behslf of smid corporetion by
suthority of its Board of Directors; and said ROY 8. OSHIRO acknowledged saitl inetrumnent to be the froe act

Nt

and deed of zaid corporstion.
LS
- ’; CL Chpepelo
’ Notary Publiz, State of Hawarn
My commission expires 7 0 e/
-17-
Walshrie Agriclural Lot Lease
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[§519-1] Lease renegotiations; calculation of rent;
definition. {a)} Whenever any agreement or document for the
lease of private lands provides for the renegotiation of the
rental amcunt or other reccmpense during the term of the lease
and such renegotiated rental amount or other recompense is
based, according to the terms of the lease, in whole or in part
upon the fair market value of the land, or the value of the land
as determined by its highest and best use, or words of similar
import, such value, for the purposes of determining the amount
of rental or other recompense, shall be calculated upon the use
to which the land 1is restricted by the lease document.

{(by The term "lease”, "lease agreement", or "document" as
used in this section, means a conveyance leasing privately-owned

land by a fee simple owner as lessoxr, or by a lessee as

sublessor, to any person, for a term exceeding five years, in
consideration of a return of rent or other recompense. [L 1268,
c 267, 8§17

§519-2 Residential leases of real property. (a} All

leases as defined by section 516-1, of residential lots, as
defined by secticn 516-1, existing on June 2, 1975, or entered
into thereafter, which provide for reopening of the contract for
renegotiation of lease rent terms shall in the case of leases
after June 2, 1975, provide the feollowing, or in case of leases
existing on June 2, 1975, shall be construed in conformity with
the following:

b
C

C
(0}

(1) Such renegotiations shall not be scheduled more frequently than once every fificen years,
provided the first of such reopenings shall not be scheduled prior to the fifteenth year following
the initial date of the lease; and

(2} Upon renegotiation, the lease rent payable shall not exceed the amount derived by
multiplying the "owner's basis" by four per cent. For purposes of this section, "owner's basis”
means the current fair market value of the lot, excluding onsite improvements, valued as if the
fee title were unencumbered; less the lessee's share, if any, of the current replacement cost of
providing existing offsite improvements attributable to the land, which replacement cost shall
include an overhead and profit not exceeding twenty per cent of the current replacement cost of
the existing offsite improvements, or less the original lot development credit to the lessee,
whichever is greater. For purposes of this section, "offsite improvements” means all physical
improvements such as, but not limited to, roads, sewer lines, sewage treatment plants, and
underground utility cables, constructed or placed in a subdivision or development off the land
intended for occupancy, which improvements are to be used in common by occupants of all
lands adjoining such improvements or by occupants of all lands for whose benefit the
improvements have been constructed or placed; and "onsite improvements" means all physical
improvements placed on a residential lot intended for occupancy which improvements are for the
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benefit of occupants of that lot, including but not limited to, dwelling units, garages, service
buildings, stairs, walkways, driveways, walls, trees, shrubs, landscaping, and pools.

(b} In the event the parties to a lease are unable to
achieve an agreement under any reopening provision, the Hawaiil
housing finance and development corporation or its designee
shall arbitrate, and its findings shall be binding and
conclusive on both parties. Arbitration proceedings under this
subsection will be subject to the following requirements:

(1) An advance deposit, which amount shall be determined by the corporation, equal to
projected expenses and fees of the corporation or its designee for arbitration proceedings shall be
required and shall be paid equally by lessees and lessors. All additional expenses and fees
incurred by the corporation or its designee while acting as the arbitrator shall be borne equaily by
lessees and lessors. These additional expenses and fees shall be subject to monthly billings or
other arrangements which may be specified by contract. If more than one lessee is involved in
an arbitration proceeding, all lessees shall share equally in one-half of the arbitration costs. The
same division of costs shall apply if more than one lessor is involved in a proceeding.

(2) Failure on the part of lessees to comply with the provisions set forth in this subsection,
including failure to make advance deposits or payments, shall result in forfeiture of any rights or
remedies under this chapter for arbitration, and the lessees’ sole rights and remedies shall be as
provided in the lease document.

(3) Iflessors fail to comply with the provisions of this subsection, including failure to make
advance deposits or payments, then arbitration proceedings under this chapter will cease and the
lease rent shall be set at the most recent fixed lease rent. Upon compliance with the provisions
of this chapter, the arbitration may proceed, with the determination of the new lease rent
effective only from the date of comnpliance by the lessor.

(4) Except as provided in paragraphs (b)(2) and (b)(3) above, all new lease rents shall be
effective as of the date of reopening.

For the purpose of this subsection, "arbitration
proceedings"” means the actual arbitration conducted by the
corporation or its designee pursuant to a contract executed by
and among the lessees, lessor, and the arbitrator detailing
among other things, the following: description of properties
involved, time of performance, compensation, method of payment,
settlement and other procedures, and termination.

(c) Any covenant or provision of a lease in viclation of
this section, shall not be enforceable in any court in this

State.

(d) For the purpose of this section renegotiaticon shall
not include negotiation for the determination of lease rental
under section 516-66 arising out of an extension under section
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516-65. [L 1975, c 185, §2(2); am L 1976, c 242, §5; am L 1879,
¢ 105, §4%; am L 1984, < 191, §1; am L 1587, < 337, §16; am L
1988, c 104, 8§2; am L 1997, c 350, §14; am L 2005, c 1%6,
§26(b); am L 2006, c 180, §16]

§519-3 Leases of real property by a cooperative housing
corporation. ta) BAll leases, including subleases executed by a
cooperative housing corporation as lessee, and all leases,
including subleases acguired by a cooperative housing
corporation by assignment, whether executed prior to or after
June 12, 1982, which directly or by incorporaticn provide for
reopening of the contract for renegotiation of lease rent terms,
shall provide or be construed in conformity with the following:

(1) Such renegotiations shall not be scheduled more frequently than once every ten years;
provided that the first of such reopenings shall not be scheduled prior to the fifteenth year
following the initial date of the lease; and

(2) Upon renegotiation, the lease rent payable by a cooperative housing corporation as lessee,
sublessee, or assignee shall not exceed the amount derived by multiplying the "owner's basis" by
the original percentage rate.

() In the event the parties to a lease are unable to
achieve an agreement under any reopening provision, the Hawaiil
housing finance and development corporation or its designee
shall arbitrate, and its findings shall be binding and
conclusive on both parties. Arbitration proceedings under this
subsection will be subject to the following requirements:

(1) An advance deposit, which amount shall be determined by the corporation, equal to
projected expenses and fees of the corporation or its designee for arbitration proceedings shall be
required and shall be paid equally by lessees and lessors. All additional expenses and fees
incurred by the corporation or its designee while acting as the arbitrator shall be borne equally by
lessees and lessors. These additional expenses and fees shall be subject to monthly billings or
other arrangements which may be specified by contract. If more than one lessee is involved in
an arbitration proceeding, all lessees shall share equally in one-half of the arbitration costs. The
same division of costs shall apply if more than one lessor is involved in a proceeding.

(2) Failure on the part of lessees to comply with the provisions of this subsection, including
failure to make advance deposits or payments, shall result in forfeiture of any rights or remedies
under this chapter for arbitration, and the lessees’ sole rights and remedies shall be as provided in
the lease document.

(3) If lessors fail to comply with the provisions set forth in this subsection, including failure
to make advance deposits or payments, then arbitration proceedings under this chapter will cease
and lease rent shall be set at the most recent fixed lease rent. Upon compliance with the
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provisions set forth in this chapter, the arbitration may proceed, with the determination of the
new lease rent effective only from the date of compliance by the lessor.

(4) Except as set forth in paragraphs (b)(2) and (b)(3) above, all new lease rents shall be
effective as of the date of reopening.

For the purpose of this subsection, "arbitration
proceedings”™ means the actual arbitration conducted by the
corporation or its designee pursuant to a contract executed by
and among the lessees, lessor, and the arbitrator detailing
among other things, the following: description of properties
involved, time of performance, compensation, method of paymen
settlement and other procedures, and termination.

T

{c) Any covenant or provisicn of a lease in violation of
this section shall not bhe enforceable in any court in this
State.

{d} For purposes of this section:
"Cooperative housing corporation” means a corporation:
(1) Having only one class of stock outstanding;

(2) Each of the stockholders of which is entitled, solely by reason of the shareholder’s
ownership of stock in the corporation, to occupy for dwelling purposes the dwelling unit in a
building owned or leased by the corporation and situated on land leased by the corporation;

(3) No stockholder of which is entitled, either conditionally or unconditionally, to receive
any distribution not out of earnings and profits of the corporation, except in a complete or partial
liquidation of the corporation; and

(4) Eighty per cent or more of the gross income for the taxable year in which the taxes and
interest described in title 26 United States Code section 216(a) are paid or incurred 1s derived
from tenant stockholders.

"Offsite improvements" means all physical improvements
including but not limited to roads, sewer lines, sewage
treatment plants, and underground utility cables, constructed or
placed in a subdivision or development off the land intended for
occupancy, which improvements are to be used in common by
occupants of all lands adjoining the improvements or by
occupants of all lands for whose benefit the improvements have
been constructed or placed.

"Onsite improvements" means all physical improvements
placed on a residential lot intended for occupancy, which
improvements are for the benefit of occupants of that lot,
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including but not limited to dwelling units, garages, service
buildings, stairs, wealkways, driveways, walls, trees, shrubs
landscaping, and pools.

4

"Original percentage rate" means the percentage derived by
dividing the annual lease rent established for the first fixed
rent pericd under the lease by the fair market value of the 1
as of the first day of the first fixed rent periocd.

and

"Owner's basis" means the wvalue of the We sSS0C

norma‘ly traded on an open market. The fair market val
owner's basis shall be established to provide the lesso
just COmpensatlon for the lessor's interests in the lot and
shall take into consideration every interest and equity ¢f the
lessee in establishing that market value. The value may be
determined by any method that is normally used by gualified

appralsers in establishing the fair market value of a lessor's
leased fee interest in land. [L 1982, ¢ 220G, 81; am L 1983, ¢
166, 82; am L 1984, ¢ 47, §1 and c 191 §2; am L 1987, < 337,
§16; am L 1988, c 104, §2; am L 1997, < 350, §14; am L 2005, ¢
19¢, §26(b); am L 2006, c 180, 816; am L 2018, ¢ 18, §41]

{§519-4] Exemption for sustainable affordable
developments. Notwithstanding any other law to the contrary, no
lessee under a sustainable affordable lease as defipned in
section 516-1 and gualified under section 516-202 may exercise
the rights granted to a lessee under section 519%-2. (L 2005, ¢
197, &4}
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DEPARTMENT QF HUMAN SERVICES
Repeal of Chapter 15-177 and
Adoption of Chapter 17-2015
Hawail Administrative Rules
October 21, 2004
1. Chapter 15-177 of Title 15, Hawail
Administrative Rules, is repealed.
2. Chapter 2015 of Title 17, Hawaii

Administrative Rules, entitled "Real Property Lease
Rent Renegotiations” is adopted.
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HAWAII ADMINISTRATIVE RULES
TITLE 15

DEPARTMENT OF BUSINESS, ECONOMIC DEVELOPMENT
AND TOURISM

SUBTITLE 14

HOUSING AND COMMUNITY DEVELOPMENT CORPORATION OF
HAWAII

CHAPTER 177
REAL PROPERTY LEASE RENT RENEGOTIATIONS

Repealed

§515-177~1 to 15-177-15 Repealed. (R NQV 19 2004

2:6..1 1
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HAWAII ADMINISTRATIVE RULES
TITLE 17
DEPARTMENT OF HUMAN SERVICES
SUBTITLE 5

HOUSTING. b FOMMUNITY DEVELOPMENT CORPORATION OF
HAWAII

CHAPTER 2015

REAL PROPERTY LEASE RENT RENEGOTIATIONS
Subchapter 1 General Provisions

§17-2015-1 Purpose and applicability
§17-2015-2 Definitions

Subchapter 2 Lease Rent Renegotiations

§17-2015-11 Qualifying reguirements for arbitration
of renegotiation of lease rent

§17-2015~-12 Request for arbitration

§17-2015-13 Review of application and determination
of eligibility

§17-2015-14 Selection and designation cf an
arbitrator and execution of contract

§17-2015~15 Arbitration proceedings

Historical note: Chapter 2015 of Title 17,
Hazwaii Administrative Rules, is based substantially
upon Chapter 381 of Title 6, Hawaii Administrative
Rules, [Eff 9/25/90; R 10/25/99), and Chapter 177 of
Title 15, Hawaiili Administrative Rules [Eff 10/25/39;

RNOV 15 20040
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§17-2015-

SUBCHAPTER 1
GENERAL PROVISIONS

§17-2015-1 Purpose and applicability. This
chapter implements chapter 519, HRS, and applies to
all residential leasehold lots and leases of real
property by cooperative housing corporations as
defined in chapter 513, HRS. [Bff NOV 15 2004 ]
(Ruth: HRS §§891-2; 201G-4) {(Imp: HRS §§519-2, 518-3)

§17-2015-2 Definitions. Unless otherwise clear
from the context or unless further defined in this
chapter, the definiticn of "Lease," and "Lot,"” in
section 516-1, and definitions in chapter 518, HRS,
shall apply to this chapter. In addition, as used in
this chapter:

"Advance deposit' means an amount determined by
the corporation, which shall be paid in advance and is
tc be applied to expenses and fees ¢f the corporation
or its designee for arbitration proceedings.

"ARAY means the American Arbitration Association,
a private, public service, not-for profit organizatiocon
cffering dispute settlement services in a variety of
industries and businesses.

"Corporation™ means the housing and community
development corporation of Hawaii created under
chapter 201G, Hawall Revised Statutes.

"Executive Director” means the executive director
of the corporation or the executive directcr's
designated representative.

“Group of lessees" means more than one lessee
having leasehold interests in separate residential
lots within the same development tract or cooperative
housing corporation.

"Group of lessors” means more than one lessor
having fee ownership interest of residential lots in
the same development tract or fee ownership interest
in the land leased to a cooperative housing
corporation. L

"Party” means a lessee or group of lessees or a

26 11 2015-2
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§17-2013-11

lessor or a greup of lessors.

"Per diem rate" means the daily rate which may be
paid to an arbitrator for professidnal services in
conducting arbitration proceedings for renegotiation
of lease rent cases. The arbitration procceedings
include services such as, but are not limited to,
prehearing conferences, hearings, study of the
positions and presentations of the parties, providing
meeting facilities, field inspections of real property
site(s), typing, reproduction, and preparation of
award. Not included as part of the per diem rate are
costs associated with neighbor island travel (air and
ground transportation and ledging where appropriate)
plus costs of travel locally by automcbile teo points
in excess of thirty minutes from an arbitratecr's
office. Engagement in the performance of any tasks of
the arbitration proceedings process for a period of
more than six hours in a single day qualifies for the
full per diem rate and performance of those tasks in a
single day totaling less than two hours gqualifies for
one-fourth of the per diem rate, twe hours of more but
less than four hours gualifies for one-half of the per
diem rate, and four hours or more gqualifies for three-
fourths of the per diem rate.

"Renegotiations™ means deliberations between a
lessee and lessor for determining a new lease rent at
the time the,& ase is reopened as provided in chapter
519. [Bff 6?1520{}4 } (Auth: HRS §201G-4)

{Imp: HRS §§519-1, 515%-2, 519-3)

SUBCHAPTER 2

LEASE RENT RENEGOTIATIONS

§17-2015-11 Qualifying reguirements for
arbitration of renegotiation of lease rent. All
leases for residential leasehold lots and all leases,
including subleases executed or acquired by assignment
by cooperative housing corporations shall be eligible
and considered gualified for arbitration if the
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criteriz outlined in sections 519-2 or 519-3, HRS, are

met. [Eff ’ ngy?}é 2004} {Ruth: HRS §201G-4) {Imp:

HRS §§518-2

§17-2015-12 Request for arbitration. (a) When a
lessee or group of lessees and a lesscr or group of
lessors cannot agree on a renegotiated lease rent and
the lease meets the reguirements for arbitration under
chapter 51%, HRS, either party may request the
corperation to arbitrate the renegotiations of lease
rent. The request for arbitration shall include the
following:

{1} Description of the property including its

location and tax map key number:

{2} Name, address, and business and home
telephone numbers, as appropriate, of each
party;

{3) Name, address, and business and home
telephone numbers, as appropriate, of the
representative (if any) for each party;

(4) Signature sheet with the signatures of the
party initiating the reguest;

(53) Copies of all current lease documents
applicable to the reguested action, and if
applicable, copies of any assignment of
lease; and .

(6) Negotiation documents and = Watrative
statement on the current status of
renegotiations including the last offers of
the parties, if available.

{b} The party initiating the reguest for
arbitration shall submit its portion of the advance
deposit with the filing of the regquest for
arbitration. The responding party shall pay its share
of the advance deposit upor notification from the
corporation that the lease meets the criteria for
arbitration as outlined in sections 519%-2 or 519-3,
HRS. The advance deposit shall be in the form of a
cashier's or certified check or money order in the
following amounts:

2.6 .11 2015-4
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(1) $1,200 per party participeting in the
arbitration proceedings for residential
lots; or

{(2) 81,200 per cooperative housing corporation
and lessor participating in the arkbitration
proceedings.

{c) If the regquest for arbitration; dogs;siot meet
the criteria for arbitration, the initiating party
shall be entitled to a refund of the advance depcsit
and the responding party will not be required to pay
its portion cf the advance deposit.

{d) If the reguest for arbitration meets the
criteria for arbitration as ocutlined in sections 51%-2
or 519-3, BRS, and 1f the parties have paid the
advance deposit and the dispute is settled or
withdrawn from arbitration before the contract for
arpitration is executed among the parties and the
arbitrator, or the contract is executed, but before
arpltration proceedings commence, the full amount of
each party's advance deposit shall be refunded.

{e) If the parties settle or withdraw their
dispute from arbitretion after the contract has been
executed, but before the arbitration proceedings
commence, the arbitrator shall be compensated with
cne-fourth of the per diem rate, the cost of which
shall be shared egqually by the partigg?xgﬁyergyment
shall be deducted from the advance depcsits made by
the parties. The balance of the deposits is to be
refunded to the parties in equal amounts.

(£} If the parties settle or withdraw their
dispute from arbitration any time after the
arbitration proceedings commence and before the award
is rendered, the arbitrator shall refund all of the
unexpended portion of the advance deposit to the
parties ip egqual amounts.

{g] Fees to cover the arbitration proceedings
shall be set by the corporation at a per diem rate
which shall be reviewed in conjunction with updating
the master list of arbitrators to determine whether
any adjustment in the rate amount is warranted.

{h} All projected expenses and fees of the
arbitration proceedings shall be borne equaliy by each

2015-5
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§17-2015-12

of the parties as prescribed in chapter 519, HRS, and
this chapter.

{i} Failure by either party to pay thelr
respective share of the advance deposit and costs of
arbitration proceedings, as may be required, shall
result in sanctions as set forth in chapter 513, HRS.
refe NOV 1D ZU04 1 (Buth: HRS §201G-4) (Imp: HRS
§§519-2, 518-3)

§17-2015-13 Review of applicaticn and
determination of eligibility. (a) Not later than
fifteen working days after receiving a request for
arbitration, the administrator shall review the case
tc determine whether the lease for residential or
cooperative housing corporation property satisfies the
criteria outlined in sections 51%-2 or 51%$-3, HRS, and
this chapter, and the corporation shall notify each
party of the corporation's determination.

(b} If the corporation finds that the lease doss
not meet the criteria for arbitration, the corporatiocn
shall take no further action.

{c) If the corporation determines that the lease
does meet the criteria for arbitration, the
corporation shall proceed to designate an arbitrator.

[EfE 52004 1 (Buth: HRS §201G-4) (Imp: HRS
§§519—2¥0¥191-3)

§17-2015~14 Selection and designation of an
arpbitrator and execution of contract. {a) The
corporation may appoint an arbitrator from the
corporation's staff or may appoint a designee from the
private sector to arbitrate the renegotiation of lease
rent terms.

(b} The corporation shall establish a master
list of all persons responding to solicitations for
gualification statements who meet the requirements for
an arbitrator, as set forth in subsection {(c) to
arbitrate renegotiation of lease rent cases.
Additionally, the corporation shall update its master

*2‘6“% 1 2015-6
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list of qualified arbitrators each year or at any
other time deemed necessary by the corporation.

{(c} The requirements for a person to act as an
arbitrator to arbitrate renegotiation of lease rent
cases shall be as follows:

(1) A real estate appraiser who is certified by
the State of Hawaii, with & minimum of three
years of experience; and

{2} At least cne of the following:

{A) Successful completion of training in
arbitration rules and procedures
{conducted or sanctioned by the
American Arbitration Associationr

(B} Admission to the panel of the American
Arbitration Association; or

{(C) Performance as an arbitrator in
rendering & decision in at least three
real property arbitration cases; or

(3) B person mutually selected by both parties.

(d) 'If tHe.cvrporation decides to designate an
arbitrater from the private sector, the corporatien
shall furnish each party with an identical l1ist of up
to seven gualified arbitrators from the corporation's
master list of qualified arbitrators, and each party
shall have the right to peremptorily cross off one
name. Each party shall then rank the remaining names
en the list in the order of preference and shall
return the list to the corporation within ten days
from the date of the referral for further
consideration. The corporation shall assume that each
party concurs in the selection of any named arbitrator
remaining on thelr respective lists.

(e} The corporation shall review both lists to
determine if there is a mutual choice by preference of
the propcsed arbitrators remaining on the lists. If
there is a named arbitrator of mutual choice, that
arbitrator shall be selected and appeinted by the
administrator. . oy

(f) If for some reason, the preferred, mutual
choice arbitrator is unable to accept the appointment,
the corporation shall select and appoint the next
mutually ranked arbitrator by preference. If there
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§17-2015-14:

is no other mutually ranked choice by preference, the
corporation shall make a selection and appointment
from the remaining names on the list provided to the
parties, and if for any reason an appointment Cannot
be made from those arbitrators remaining on the list
provided to the parties, the corporation may appoint
an arbitrator without the referral of an additional
list ©of arbitrators to either party.

(g) Within ten calendar days after the selection
and appointment of an arbitrator by the administrator,
the corporation shall:

(1) Notify each party and arbitrator; and

{(2) Regunest a written disclosure statement from

the selected arbitrator.

{h) If, after review of the arbitrator's
disclosure statement, the parties have no cbjections
to the selection based on the disclosure statement,
the corporation shall prepare and forward the
arbitration services contract to each party and the
arkbitrator for execution. [Eff NOV fS 2%04 ]
{Auth: HRS §201G~-4) (Imp: HRS §§515-2, 519-3)

§17~-2015-15 Arbitration proceedings. {a) The

arbitrator shall pursue the arbitration of the
enegotiations in accordance with the arbitration
ervices contract and chapter 658A, HRS.

{b) The arbitrator shall render an award, a copy
of which the arbitrator shall send to each party and
the corporation. The award shall be completed not
later than thirty days from the date of the last
nearing.

(c) The corporation shall not participate in the
arbitration proceedings where it has designated an
arbitrator from the private sector to arbitrate the
case, provided the corporation shall monitor the
proceedings and may act as a resource in the

arbitration. [Eff NOV gSgpgA 1 {Auth: HRS
-2, 5153,

§201G-4) (Imp: HRS §§519 chapter 648)

r
s
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DEPARTMENT OF HUMAN SERVICES

The repeal of chapter 15-177 and the adoption of
chapter 17-2015, Hawaii Administrative Rules, on the
Summary Page dated October 21, 2004, was adopted on
October 21, 2004, following public hearings held on
September 14, 2004, after public notice was given in
the Honolulu Star-Bulletin, The Garden Isle, The Mauil
Times, West Hawaii Today, and Hawaiil Herald-Tribune
newspapers on August 12, 2004.

The repeal and adoption shall take effect ten
days after filing with the Office of the Lieutenant

CHARLES A. STED, Chalirperson
Housing and Community

Dgyef?pment Corporation of
_~Hawaiij

’ f

THEODCRE E. LIOU

Director of Business,
Economic Development and

Tourism
APPROVED AS TO FORM:
eputy /Attorney Gener ﬁ %
LINDA LINGLE k_)
Governor

State of Hawaii

Date: HOV ©3 2004
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Waiahole-Waikane Community Association

March 11,2021

Bruce Tsuchida

Principal Planner
TOWNSCAPE, INC.

800 Fort Street Mall, Suite 1160
Honolulu, HI 96813

Aloha Bruce,

Mabhalo for your email of Monday, March 8, informing us of the November 7, 2021
expiration date pertaining to the Townscape-HHFDC contract as well as HHFDC’s request for
Townscape to forge ahead with the lease rent re-negotiation process. We are sorry to hear that
the contract cannot be renewed but understand the HHFDC’s position given the revenue/tax
shortfalls that the State of Hawaii is experiencing as a result of the pandemic.

The WWCA has made progress regarding the understanding of the lease rent re-negotiation
process after discussions with Deeley King Pang & Van Etten (the “Law Firm™). We have shared
and discussed these findings with members of the Waighole-Waikane community over a series of
Zoom calls. At this point in time, we believe that the next steps regarding the lease rent
re-negotiation process is for community members to work towards regaining compliance (if they
are currently out of compliance) and to think about how best they want to approach the process in
2022 (alone/individually or as part of a small hui or as part of a larger, community-wide hui).
We continue to guide them in this process and address their many questions based, in part, on the
counsel of the Law Firm.

At this point we believe it best for the community if Townscape could instead help us
regarding issues related to our struggling farmers. Specifically, we would appreciate the
opportunity to work with Townscape regarding (in no particular order) how best to set up a
Farmers Co-Op/Hui; how best to build a Waiahole-Waikane brand; how best to organize/permit
a
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Page 2- Continue

farmers market; how best to transform fallow fields into producing agricultural farms, and
how best to secure funding for farm or residential improvements.

Clearly we cannot address all of these topics that are outlined here and in our Community
Strategic Plan. Therefore we would ask you first for guidance in selecting the ones that offer the
greatest chance of success for completion given the Nov, 2021 timeframe and then focus on those
topics.

We are currently in the process of asking our farmers to prioritize the list. Please let us
know your thoughts on the above suggestions at your earliest convenience. We look forward to
working with you and Lillie in the months ahead as the pandemic continues to abate and
Covid-19 restrictions are lifted.

Mahalo Ke Akua,

Laurence Uyemura,

WWCA President
Waiahole-Waikane Community Association

WAIAHOLE & WAIKANE Community Association, P.O. Box 6566, Kaneohe/Hawaii 96744 / (808)239-7128
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Waiahole Valley Agricultural Park and Residential Lots Subdivision

Pro Forma Net Operating Loss

Revised 6/15/22

Average monthly residential lot base rent
Average monthly agricuitural lot base rent

Base rent, existing lzases
Annual percentage lease rent
Lots 48 and 49 rent
Water service income
Other income

Total revenues

WWS operating and maintenance
Electricity service
Other contracted expenses

Personnel
Administrative
Total operating expenses

Net operating income (Joss)

Notes

1) Based on in-place lease rents.

Fy 20204 FY 2021A Pro Forma

3 119

% 110

3 144,528 § 121,191 { § 124,089

812 5,143 7,941

included above  included above 21,600

15,599 19,240 116,723

815 73,542 37,178

% 161,754  § 219,115 1 § 307,531

3 286,718 % 812,685 % 286,718

35,320 42,319 38,820

163,738 150,980 157,359

not estimated not estimated 819,320

not estimated not estimated 124,079

not applicable not applicable | § 1,426,296
not applicable not applicable | $ (1,118,764)

2) Average of annual collections from FY 2020 through FY 2022 YTD.
3} Assumes that the new lease to be issued through a Request for Proposals will generate revenue equal to the recently

expired Right of Entry.

4} Based on the new rate structure in proposed Hawaii Administrative Rules Chapter 319.
5) Average of annual collections from FY 2019 through FY 2021.
6) Based on F'Y 2020 expenses. Extraordinary expenses were incurred in FY 2021 due to Waiahole Water System
damage sustained as a result of the March 2021 floods. i
7} Average of annual expenscs from FY 2019 through FY 2021,

8) Based on recent historical and estimated staff time allocations.
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SUMMARY OF TENTATIVE AGREEMENT REGARDING LEASE RENT
RENEGOTIATIONS WITH 10 AGRICULTURAL-LOT LESSEES IDENTIFYING AS

MAHIAI O WATAHOLE
Monthly Rent
Lot Size  No. of Current Initial Base Negotiated Multiple of

Lessee and Lot No. (acres) Dwellings Base Rent Rent Offer Base Rent Current Rent
Clark (Lot 6) 4.032 1 $§ 7383 § 488.00 $ 201.83 2.73
Miller (Lot 53) 5.558 1 86.55 572.00 227.26 2.63
Prudencio (Lot 58) 5.780 1 60.09 397.00 230.96 3.84
Reppuns; Hoe (Lot 78) 28.311 4 276.16 1,823.00 1,010.37 3.66
Jacobsen (Lot 81) 8.928 2 114.63 757.00 418.06 3.65
Ota (Lot 85) 3.779 1 71.72 474.00 197.61 2.76
Ignacio (Lot 111) 12.483 1 144.26 953.00 342.68 2.38
Bishop; Tom (Lot 127) 16.110 - 134.17 886.00 268.50 2.00
A. Reppun (Lot 128) 3.500 - 28.15 185.79 58.33 2.07
Kamalani (Lot 134) 2.543 1 61.43 405.44 177.01 2.88

Total/Average 91.024 12 $1,050.99 $ 6,941.23 §$ 3,132.63 2.98
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	Structure Bookmarks
	Reviewed and Approved by the Executive Director: 
	µ
	March 9, 2023 
	FOR DISCUSSION AND POSSIBLE ACTION 
	FOR DISCUSSION AND POSSIBLE ACTION 
	I. SUBJECT 
	Discussion and Possible Action on: (I) the Status of Lease Rent Renegotiations; (2) Delegated Authority to Renegotiate Lease Rents; and (3) Possible Disposition Scenarios for the Waiahole Valley Agricultural Park and Residential Lots Subdivision Located at Waiahole, Koolaupoko, Oahu, TMK Nos.: (I) 4-8 (various) in Furtherance of the State's Public Purpose to Preserve the Rural, Agricultural Character ofthe Valley 

	II. FACTS 
	II. FACTS 
	Project: Waiahole Valley Agricultural Park and Residential Lots 
	Subdivision Location: Waiahole, Koolaupoko, Oahu Project Type: Agricultural and Residential Subdivision TMK Nos.: (I) 4-8 (various) Zoning: AG-2 (General Agricultural District) and P-1 (Restricted 
	Preservation District) 1 
	Preservation District) 1 
	Preservation District) 1 

	Lot Summary: 
	Lot Summary: 
	Designated U se2 
	No. 
	Acres 
	Leased 

	TR
	Residential 
	65 
	44.185 
	84.6% 

	TR
	Agricultural 
	39 
	348.625 
	89.7% 

	TR
	Non-rentable3 
	14 
	194.325 
	NIA 

	TR
	Market Rate 
	2 
	7.973 
	0.0%4 

	TR
	Commercial5 
	2 
	0.711 
	100.0% 

	TR
	Total6 
	122 
	595.819 
	NIA 


	Lessor: Hawaii Housing Finance and Development Corporation (HHFDC) Property Manager: HHFDC 
	A. HHFDC owns an 888-acre land portfolio located in Waiahole Valley on Oahu, the majority of which was acquired in 1977 from Elizabeth Loy McCandless Marks under threat of condemnation (the Marks Acquisition). The purchase price was $6 million. Approximately 108 acres ofthe total lands are ceded lands that were transferred from the Department ofLand and Natural Resources (DLNR) in 1993 at the direction of the Legislature. 
	The project received certation zoning and development exemptions under Hawaii Revised Statutes (HRS) Chapter 359G, which were approved through Honolulu City Council Resolution 86-148. Lot designations are pursuant to the Declaration of Restrictive Covenants for Waiahole Valley Agricultural Park and Residential Lots Subdivision and Homestead Road Lands. Includes lots for open spaces, roadways, bridge improvements, water system infrastructure, and a stream floodway. On February 16, 2023, HHFDC obtained a Writ
	1 
	2 
	3 
	4 
	5 
	6 

	B. The public purpose of the State's acquisition of Waiahole Valley was to preserve the rural, agricultural nature of the valley. From a practical standpoint, the purchase prevented the displacement of many long-time residents and farmers. 
	C. Although notable for its historical role in preventing the urbanization of valleys along Oahu's windward coast beyond Kaneohe and Heeia, the ownership and management of Waiahole Valley for the direct benefit ofjust over 100 households have long been a substantial burden on the State's approximately 600,000 individual taxpayers. 
	7 

	1. The Marks Acquisition was funded using the Dwelling Unit Revolving Fund (DURF) which, at the time, was administered by the Hawaii Housing Authority (HHA, a predecessor to HHFDC). In an attempt to recoup some or all of the unanticipated $6 million DURF cash outlay, HHA developed six concepts for post-acquisition development ofthe valley ranging from "almost status quo" to a possible maximum concept of 300 new residences, expanded commercial activity, and a campground site. 
	8

	a. 
	a. 
	a. 
	The community successfully fought against development Concepts B through F. Concept A (the "almost status quo" plan) was implemented, and the DURF funds were never recovered. 

	b. 
	b. 
	Subsequent Capital Improvement Project investments for infrastructure improvements cost the State approximately $18 million. Additionally, a total of $11.4 million was charged to the project for General Obligation Bond interest through June 30, 2003, when the bonds were retired. 

	c. 
	c. 
	In addition to their substantial historical investments, taxpayers will soon be required to pay for improvements to the existing potable-water system that is approaching the end of its useful life. These improvements are estimated to cost $20 million to $25 million. 

	d. 
	d. 
	Finally, on a proforma basis, DURF subsidizes the valley's operation at a cost of approximately $1.1 million per year. Annual revenues from HHFDC' s 93 ground leases, water-service charges from its 115 portable-water system customers, and various other fees cover only about $300,000 ofthe State's approximately $1.4 million in total annual operating expenses. 


	D. Lease Portfolio Overview 
	1. W aiahole residents and farmers paid nominal land rents for approximately two decades while infrastructure improvements were completed and ground lease terms were negotiated between HHFDC predecessor, Housing Finance and Development Corporation (HFDC), and the former Marks tenants. 
	2. 
	2. 
	2. 
	Finally, in 1998, 55-year ground leases between HFDC and former Marks tenants were executed. Pursuant to a land exchange approved by the Board of Land and Natural Resources on October 14, 1994, HFDC was to convey to its Waiahole lands to DLNR which was, in tum, to convey a portion ofthe lands to DHHL. Other lands were to be managed as an agricultural park by the Department of Agriculture (DOA). DLNR eventually reneged on its Waiahole obligations under the land exchange agreement. 

	3. 
	3. 
	As a result, HFDC's successor HHFDC is the lessor pursuant to 93 long­term ground leases for 57 residential, 34 agricultural, and two commercial lots located within the Waiahole Valley subdivision.
	9 


	4. 
	4. 
	The ground leases commenced (with few exceptions) on June 30, 1998; provide for fixed monthly base rents through June 29, 2023; and have initial terms expiring on June 29, 2053. Each 55-year lease includes a lessee option to extend the term by an additional 20 years (to June 29, 2073) that is subject to a 51 % vote of subdivision lessees to be held during the final five years ofthe initial term. 

	5. 
	5. 
	5. 
	Current lease rents, which were established in 1998, are at extremely below market rates. 

	a. 
	a. 
	a. 
	The median-sized residential lot is approximately 0.55 acres. The rent started at $89 .83/month in June 1998, nominally increased to $98.16/month in June 2013, and has not changed since. 

	b. 
	b. 
	The median-sized agricultural lot is approximately four acres. The base rent payable under that lease has not changed since June 1998 and is a mere $73.83/month. 




	1. Unlike most agricultural leases in the state of Hawaii, HHFDC's leases allows residential uses on its farm lots in return for an additional base rent of $500/year ( or about $41.67 /month). This rental rate also has not changed since June 1998. 
	11. In addition to base rent, agricultural-lot lessees also pay a nominal percentage rent equal to 0.9% of total farm sales derived from the property. In recent years, percentage rents have averaged only $299/year per lease rent payment. 
	E. Contractually Required Rent Renegotiations 
	Each long-term ground lease provides that the base rent and agricultural-lot 
	percentage rent for the 15-year period commencing on June 30, 2023 and ending 
	on June 29, 2038 (the Reopening Period) are to be renegotiated between lessor 
	and lessee. There is a second 15-year reopening period commencing on June 30, 
	2038 and ending on June 29, 2053. 
	1. Residential Lots 
	Under the residential-lot leases, if the parties are unable to agree upon a new lease rent by April 1, 2023, then the rent payable during the 
	Under the residential-lot leases, if the parties are unable to agree upon a new lease rent by April 1, 2023, then the rent payable during the 
	Reopening Period shall be determined in accordance with HRS Section 519-2, which mandates arbitration as the ultimate dispute resolution mechanism. 

	2. Agricultural and Commercial Lots 
	a. 
	a. 
	a. 
	a. 
	The agricultural lot-leases specify the following factors that may be considered in determining the annual lease rent for the Reopening Period: 
	10 


	1. "The fair rental value ofthe demised premises [emphasis added] based on the use of the demised premises for residential and agricultural uses ..."; · 
	11. "The historical productivity and profitability of lessee farming operations"; and 
	111. "Other factors." 

	b. 
	b. 
	Ifthe parties are unable to agree upon a new lease rent by April 1, 2023, then the parties shall submit the issue of the fair rental value of the demised premises to mediation in accordance with applicable rules ofmediation ofthe American Arbitration Association (AAA). 

	c. 
	c. 
	If the parties are not able to determine the issue of the fair rental value of the demised premi.ses by mediation, then either lessor or lessee may give to the other the written notice of a desire to have the issue ofthe fair rental value of the demised premises settled by arbitration in accordance with the applicable rules ofthe AAA. 


	F. At its special meeting on June 23, 2022, the Board approved a policy and strategy for Waiahole Valley rent renegotiations and authorized the Executive Director or her designee to negotiate reasonable, below-market lease rents for the upcoming 15-year lease period. 
	1. 
	1. 
	1. 
	The approved Board policy acknowledges that the renegotiated lease rents will not be at levels necessary to cover HHFDC' s full operating costs for Waiahole Valley. 

	2. 
	2. 
	The negotiating authority delegated by the Board, which the Executive Director in turn delegated to the Chief Planner, applies to the residential­and agricultural-lot leases only. The Board explicitly reserved its authority to approve renegotiated rents for the two commercial-lot leases. 


	For a more detailed discussion on the history of the State's ownership and management of Waiahole Valley and the current lease-rent renegotiations, please refer to the approved June 23, 2022 Board action attached as Exhibit A. 
	The commercial lots are subject to agricultural-lot form leases. 
	10 

	Staff acknowledges that there are various positive externalities resulting from the State's involvement in Waiahole Valley, but attempts to value them are not practicable to undertake. By contrast, the developer selected by Mrs. Marks to develop Waiahole and Waikane Valleys planned to construct approximately 4,000 homes. 
	7 
	8 


	III. DISCUSSION 
	III. DISCUSSION 
	A. Initial Lease-Rent Offers 
	1. 
	1. 
	1. 
	HHFDC transmitted its initial lease-rent offers ( conservatively representing approximately 50% discounts to market rents based on an analysis generated by the real-estate appraisal firm Medusky & Co., Inc. ) to the 91 residential-and agricultural-lot lessees on or about July 8, 2022. 
	11 


	2. 
	2. 
	Lease-rent offers were transmitted to HHFDC's two commercial-lot lessees on or about January 26, 2023 due to a delay in obtaining market­rent estimates for those parcels. These initial offers represented slight discounts to market rents and, although discussed with the Board in advance, were nonbinding and made subject to Board approval. 


	B. Concluded Rent Renegotiations (22 Lessees) 
	1. One-Off Rent Renegotiations (12 Lessees) 
	Rent renegotiations with eight agricultural-lot and four residential-lot 
	leases have concluded and were completed through direct negotiations 
	with lessees on a "one-off' basis. 
	1. 
	1. 
	1. 
	For 10 ofthe leases, HHFDC's initial offers were accepted by the lessees without the necessity ofnegotiation. 

	2. 
	2. 
	For one residential-lot lease, the agreed-upon average rent over the 15-year lease period equaled the flat rent of HHFDC's initial offer. However, the lessee negotiated periodic rent step-ups, with the lease rent increasing by $100/month in each ofthe beginning of Year 6 and Year 11 of the 15-year lease period. 

	3. 
	3. 
	For another residential-lot lease, the lessee negotiated periodic step-ups of $100/month as described above, and the parties also negotiated an average rent over the 15-year lease period that was 17% below HHFDC's initial lease-rent proposal. Staff was agreeable to the negotiated discounted rent in part because the subject parcel is one of the largest-sized residential lots in Waiahole Valley. 


	2. Tentative Deal with Mahiai O Waiahole (10 Agricultural-Lot Lessees) 
	In October 2022, a group of 10 agricultural-lot lessees who identify as "Mahiai O Waiahole" responded in a coordinated manner to HHFDC's July 2022 offers to set lease rents for the upcoming 15-year lease period. The group's general position is that the magnitude ofHHFDC's initially proposed rent increases (6.6 times current rents) is not in alignment with broader State policies to promote and support local and small-scale agriculture and climate change resiliency in the state. 
	In December 2021, the Department ofthe Attorney General entered into an Agreement for Special Deputy 
	11 

	Attorney General Services (the SDAG Contract) with the Honolulu law form of Lung Rose Voss Wagnild (LRVW) 
	to assist throughout the rent-renegotiation process. LRVW in tum subtracted with Medusky & Co., Inc. to provide 
	various real estate consulting services. The SDAG Contract cost is being funded by DURF. 
	Mahiai O Waiahole's written counteroffers were delivered to HHFDC on or about October 11, 2022 and took an extreme position-that the lease rents should remain unchanged for the entire initial 55-year lease term and possible 20-year extended term of the leases (i.e., potentially through June 29, 2073, or a full 75 years from the lease commencement date). 
	Staff and Mahiai O Waiahole representatives engaged in a series of 
	meetings and information-sharing sessions beginning in October 2022. 
	12 

	On March 2, 2023, the parties reached a tentative agreement regarding 
	rents for the upcoming 15-year lease period. 
	a. Annual Base Lease Rent 
	1. Agricultural-Area Base Rent 
	Under the tentative agreement, the annual rent for 
	agricultural areas of leased premises (i.e., areas with no 
	residential use) will double from $100/acre to $200/acre. 
	residential use) will double from $100/acre to $200/acre. 
	For context, ifthe current annual rent of $100/ acre were to be inflated beginning in 1998 at an annual rate of 3 %, then the average rent for the upcoming 15-year period would be approximately $260/acre. 
	11. Residential-Area Base Rent 
	Under the existing leases, "ifthere is any residential 
	dwelling, including employee's quarters, on the demised 
	premises, the annual base lease rent for the first 7,500 
	square feet shall be $500.00." 
	Under the tentative agreement, the residential-area rent 
	will increase by 3.3 times to $1,650/year (or 
	$137.50/month). This increase represents half of the rent­
	increase multiple that HHFDC negotiated with the lessee of 
	Lot 27, a residential lot that is exactly 7,500 s.f. in size and 
	for which the lessee agreed to HHFDC' s initial rent offer of 
	6.6 times the current rent. 
	a) 
	a) 
	a) 
	The Mahiai O Waiahole lessees feel strongly that the farmers are "on the front lines" when it comes to responding to urgent and life safety matters in Waiahole, and this is their primary argument in support of lower rents for the residential areas of their farms relative to the rents paid by residential­lot lessees. 

	b) 
	b) 
	Examples ofthe farmers' "front line" activities include the clearing of downed trees during extreme weather events (thereby facilitating emergency­vehicle access), rapid responses to mitigate damage from major flood events, and similar situations where the farmers use readily available equipment 


	In fact, in February 2021, staff had met to discuss the upcoming lease-rent renegotiation process with certain members ofthe group that would become Mahiai O Waiahole. 
	12 

	and machinery to provide immediate assistance and help to minimize damages that can occur while the community waits ( often for an unacceptably long time) for professional first responders to arrive on the scene in W aiahole. 
	Additionally, under the tentative agreement, the residential-area rent will be payable on a per-dwelling basis. (Some agricultural-lot lessees have more than one dwelling on the premises, but the current lease structure requires no additional rent to be paid in these situations.) 
	b. Annual Percentage Lease Rent 
	Under the existing leases, lessees pay 0.9% ofthe gross agricultural income derived from the demised premises for the preceding calendar year ending on December 31. Under the tentative agreement, the Mahiai O Waiahole lessees have agreed to 
	simplify the percentage rent payment to a rounded-up one percent (1 %). 
	c. Financial Impact of Tentative Agreement 
	As noted above, the financial terms of the tentative agreement are 
	not as favorable as the objective in HHFDC's lease rent 
	renegotiations policy. Rather than achieving rents of 6.6 times 
	current rents, as proposed in HHFDC' s initial offers, or the lower 
	rents that that the Board determined would be acceptable on a 
	negotiated basis, the rent multiple under the tentative agreement 
	with the Mahiai O Waiahole lessees is approximately 3.0 times 
	current rent. Exhibit B summarizes relevant data regarding 
	HHFDC's tentative agreement with the Mahiai O Waiahole lessees. 
	d. Agricultural-Lot Lease Reporting 
	1. Staff and the Mahiai O Waiahole lessees agree that Waiahole and the surrounding communities have a critical need to expand both agricultural production and access to related educational and economic development opportunities, especially as climate change and emerging geopolitical conflicts increase the need for isolated populations to become self-reliant. 
	11. HHFDC's Real Estate Portfolio and Compliance Section (REC) has been planning a phased implementation of a new agricultural-lot lease compliance monitoring plan since hiring new staff in July 2021 and November 2022. 
	111. While the leases do not call for any negotiation of reporting requirements, at staffs request, under the tentative deal, 
	the Mahiai O Waiahole lessees have agreed to provide staff with monthly summaries of notable farm activities. 
	These reports would contain a variety of information, such as crop planting activity, farm equipment purchases, grants applied for or awarded, and new farm-product distribution agreements. The information will be compiled by staff for 
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	inclusion in the monthly REC Status Report to the Board. Staff expects that this documentation will provide critical data to supplement the requirements ofthe new compliance monitoring plan being developed. 
	e. Conclusion 
	1. Although the financial terms ofthe tentative agreement with the Mahiai O Waiahole lessees fall short ofthe objectives set by the Board in June 2023, staff believes that these negotiated terms may be more impactful when viewed in a larger context and are in greater alignment with the State's public purpose for its acquisition ofWaiahole Valley. 
	11. The Mahiai O W aiahole lessees ratified these terms at their meeting on March 3, 2023, and the lessees have agreed to gather to execute their lease amendments at a location of HHFDC's choice ( such as at our corporate offices, at the offices of HHFDC's legal counsel, or at a farm in Waiahole). This presents a unique and valuable opportunity to publicize a mutually beneficial outcome of the Waiahole Valley lease-rent renegotiations. 
	111. Mahiai O Waiahole has represented to staff that there are at least two other like-minded agricultural-lot lessees who are interested in accepting the terms described above but, to date, have been unable to devote sufficient time discussing them with the Mahiai O Waiahole lessees. 
	C. Unresolved Rent Renegotiations (70 Lessees) 
	1. Waiahole-Waikane Community Association (the WWCA)(41 Lessees) 
	13 

	a. 
	a. 
	a. 
	HHFDC hosted a June 27, 2022 community meeting regarding the rent-renegotiation matter prior to the issuance ofinitial offers on or about July 8, 2022. Since that time, HHFDC and the WWCA have largely communicated through their respective legal counsel (Grant Allison ofLRVW, representing HHFDC, and Dennis King of Deeley King Pang & Van Etten, representing the WWCA). 

	b. 
	b. 
	On December 23, 2022, Mr. King transmitted a letter presenting counteroffers on behalf of27 residential-lot lesseesand which are significantly lower than the already-discounted rents initially The basic premise ofthe counteroffers is that the lease rents proposed by HHFDC are not "affordable."
	14 
	offered by HHFDC.
	15 
	16 



	The WWCA is a corporation created under HRS Chapter 414D whose stated purpose is "care and representation oftennants (sic), farmers & landowners on this association and its areas; our Waiahole, Waikane community." The number ofresidential-lot lessees affiliated with the WWCA was subsequently represented to be 28 after the addition oftwo lessees to the group and the loss of one lessee who broke with the WWCA and settled with HHFDC. On March 6, 2023, Mr. King finally transmitted counteroffers on behalf of 13 
	13 
	14 
	15 
	16 

	c. By letter dated January 20, 2023, Mr. Allison communicated HHFDC's request for a meeting between a single representative of each of HHFDC and the WWCA who has full negotiating authority, with the representatives accompanied by legal counsel, to further negotiations in the hopes that the parties can mutually agree to rent for the subject 15-year lease period. 
	1. Mr. King subsequently communicated the WWCA's rejection of the meeting request, citing meeting conditions allegedly imposed by HHFDC. 
	11. Consistent with HHFDC's historical commitment to negotiate in good faith, staff reached out to the WWCA leadership to request a meeting without counsel present. The parties met on March 2, 2023 and held a lengthy conversation that included the topics described in Sections 
	III.F and III.G below. 
	D. Commercial Lots (2 Lessees) 
	1. 
	1. 
	1. 
	Staff met with Liko Hoe, the proprietor of the Waiahole Poi Factory, on March 2, 2023 and expects that agreement on the new rent will be reached in relatively short order. 

	2. 
	2. 
	The lessee ofthe former farm stand parcel has been nonresponsive to HHFDC's offer, and staff is attempting to follow up on the matter. 


	E. Other Lessees (27) 
	1. 
	1. 
	1. 
	Fifteen (15) lessees have contacted HHFDC directly regarding the rent renegotiations, of which a handful oflessees made good-faith counteroffers that staff could not accept. Staff is in the process of re­engaging with these lessees. 

	2. 
	2. 
	For an additional 12 lessees, no contact has been made regarding the rent­renegotiation matter. Staff is reaching out to these parties to reaffirm HHFDC's initial offers. Ifthe parties remain nonresponsive, staff and counsel will begin preparations for lease-rent arbitrations. 


	F. Extension of Time 
	Certain ''trigger dates" relating to the lease-rent renegotiations are fast 
	approaching. Due to the meaningful progress made in recent weeks, staff intends 
	to provide a letter notification to certain lessees that HHFDC is exercising its 
	17 

	right under Paragraph 23 ofthe leases to extend the below trigger dates by a 
	period of three months. 
	18 

	Lessees who have concluded lease-rent renegotiations with HHFDC will not receive such letters. Conversely, 
	17 

	lessees who have been nonresponsive to HHFDC regarding the lease-rent renegotiations will be given 30 days to 
	respond to HHFDC, extending the trigger dates accordingly. Paragraph 23 reads as follows. 
	18 

	"EXTENSION OF TIME. That notwithstanding any provision contained herein to the contrary, wherever applicable, the Lessor may for good cause shown, allow additional time beyond the time or times specified herein to the Lessee, in which to comply, observe and perform any of the terms, conditions and covenants contained herein. Any extension oftime shall not be effective unless it is in writing and signed by Lessor." 
	For Discussion and Possible Action -March 9, 2023 Page 9 ofl2 
	1. 
	1. 
	1. 
	Residential lot lease arbitrations commence beginning on April 1, 2023. 

	2. 
	2. 
	Agricultural lot lease mediations commence beginning on May 1, 2023. 


	Lessor's exercise ofthis lease provision will be made with certain appropriate conditions. 
	G. Subsidized Rent Program for Lessees of Demonstrable Need 
	1. 
	1. 
	1. 
	In executive session at its August 11, 2022 regular meeting (i.e., approximately one month after HHFDC issued its initial lease-rent offers), the Board and staff first discussed the fact that certain Waiahole Valley lessees will be unable to pay increased rents of up to 6.6x times current rents, and staff has been exploring possible ways to mitigate the impact of renegotiated lease rents on lessees of limited financial means. 

	2. 
	2. 
	HHFDC's legal counsel has cautioned that any Subsidized Rent Program must be carefully structured so as to not taint future arbitration proceedings, which inevitably will be necessary to set new rents for lessees who refuse to engage in negotiations with HHFDC. 

	3. 
	3. 
	Staff suggests that HHFDC and the community form a small working group to further conceptualize a Subsidized Rent Program to be made available to lessees who can document reasonable financial need. 


	H. Possible Disposition Scenarios in Furtherance of the State's Public Purpose to Preserve the Rural, Agricultural Character of the Valley 
	1. Staff believes that there is overwhelming consensus among community members, the Executive Branch, the Legislature, and the general public as to the following statement. 
	Ownership of Waiahole Valley, administration of its long-term leases, and operation and maintenance of its critical infrastructure is not a core function of HHFDC. 
	2. 
	2. 
	2. 
	Attempts over many years to transfer stewardship of Waiahole Valley to other State entities (DLNR, DOA, DHHL, Hawaii Community Development Authority, and Agribusiness Development Corporation) have been unsuccessful, in part because these entities would face challenges similar to those currently faced by HHFDC. 

	3. 
	3. 
	3. 
	However, over the past decade, HHFDC has come to accept the reality of its ongoing ownership ofthe valley, and current and former staff have become acquainted with a growing next generation of energetic farmers and active community members in Waiahole Valley who: 

	a. 
	a. 
	a. 
	Embrace environmentally conscientious farming practices; 

	b. 
	b. 
	Possess advanced skills necessary to secure grants and other funding sources to help build up community resources; 

	c. 
	c. 
	Promote new ideas about community building, localized economic development, and educational opportunities; and 

	d. 
	d. 
	Openly espouse the need to preserve Waiahole Valley for future generations. 



	4. 
	4. 
	HHFDC and its lessees are contractually bound to renegotiate the rents for the upcoming 15-year lease period, and this process likely won't conclude for several years. That said, staff believes that the State and the community should concurrently start to organize serious discussions about a HHFDC's possible disposition of Waiahole Valley to an entity better suited for its management. 


	The following summarizes just one possible disposition scenario that has been discussed among staff. 
	a. 
	a. 
	a. 
	HHFDC would issue a Request for Proposals from newly formed nonprofit corporations to acquire a 99-year master ground lease of HHFDC's Waiahole lands, with the existing lessees becoming the nonprofit' s sub lessees. This would create a form of self­governance for Waiahole Valley. 

	b. 
	b. 
	HHFDC (and perhaps another State entity) would hold a seat on the nonprofit board of directors to maintain some level of State oversight. 

	c. 
	c. 
	HHFDC would offer limited DURF cash subsidies during the initial years of the master ground lease while the nonprofit implements more efficient operations and maintenance programs. 

	d. 
	d. 
	Should the Honolulu Board of Water Supply decline to accept dedication ofthe potable water system after it is upgraded by HHFDC, ownership ofthe system could possibly be conveyed to the nonprofit. 



	IV. RECOMMENDATION 
	IV. RECOMMENDATION 
	Staff respectfully requests that the HHFDC Board of Directors: 
	A. Delegate to the Executive Director or her designee the full discretion and authority to negotiate and document new rents with all Waiahole Valley lessees (including the Mahiai O Waiahole lessees) on the terms described in Section 
	III.B.2. above, with such authority: 
	1. 
	1. 
	1. 
	Premised on the expectation that staff will immediately apprise the Board of any emerging matters that warrant the Board's guidance and possible written affirmation ofplanned actions by staff; 

	2. 
	2. 
	Immediately revocable at any time upon written notice from the Board chairperson to the Executive Director; and 

	3. 
	3. 
	Not applicable to the contemplated Subsidized Rent Program, for which the Board explicitly reserves its right to review and approve such a program; and 


	B. Endorse staffs efforts to work with the community to develop disposition scenarios for Waiahole Valley in furtherance ofthe State's public purpose to preserve the rural, agricultural character ofthe valley. 
	Attachments: Exhibit A -Approved Board Action dated June 23, 2023 Exhibit B -Summary of Relevant Data Regarding HHFDC's Tentative Agreement with the Mahiai O Waiahole Lessees. 
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	I. REQUEST 
	Approve a Policy and Strategy for Lease Rent Renegotiations for the Waiahole Valley Agricultural Park and Residential Lots Subdivision Located in W aiahole, Koolaupoko, Oahu, TMK Nos.: (1) 4-8 (various) 

	II. FACTS 
	II. FACTS 
	Project: Waiahole Valley Agricultural Park and Residential Lots 
	Subdivision Location: Waiahole, Koolaupoko, Oahu Project Type: Agricultural and Residential Subdivision TMK.Nos.: (1) 4-8 (various) Zoning: AG-2 (General Agricultural District) and P-1 (Restricted 
	Preservation District). Hawaii Revised Statutes (HRS) Chapter 359G development exemptions were obtained through Honolulu City Council Resolution 86-148. 
	Trust Land Status: Lands acquired after August 20, 1959 and Section 5(b) lands ofthe Hawaii Admission Act (i.e., ceded lands) 
	Lot Summary: 
	Lot Summary: 
	Lot Summary: 
	Type2 
	No. 
	Acres 
	Leased 

	TR
	Residential 
	65 
	44.185 
	84.6% 

	TR
	Agricultural 
	39 
	348.625 
	89.7% 

	TR
	Non-rentable3 
	14 
	194.325 
	NIA 

	TR
	Market Rate 
	2 
	7.973 
	0.0%4 

	TR
	Commercial5 
	2 
	0.711 
	100.0% 

	TR
	Total6 
	122 
	595.819 
	NIA 


	Lessor: Hawaii Housing Finance and Development Corporation (HHFDC) Property Manager: HHFDC 
	A. HHFDC owns in fee simple 122 lots totaling approximately 596 acres within the Waiahole Valley Agricultural Park and Residential Lots Subdivision located in Waiahole, Koolaupoko, Oahu. 
	This document serves to amend staff's submission relating to agenda item II.A titled "Discussion and Possible Action on a Policy and Strategy for Lease Rent Renegotiations for the Waiahole VaUey Agricultural Park and Residential Lots Subdivision Located in Waiahole, Koolaupoko, Oahu, TMK Nos.: (1) 4-8 (various)". 
	1 

	Designation per the Declaration ofRestrictive Covenants for Waiahole Valley Agricultural Park and Residential Lots Subdivision and Homestead Road Lands. lncludes lots for open spaces, roadways, water system infrastructure, a Waiahole Stream floodway, and the Waianu Stream Bridge. Not leased but occupied without HHFDC consent. The Waiahole Poi Factory lot and adjacent former farm stand lot fronting Kamehameha Highway. HHFDC owns an additional 17 non-'rentab le lots totaling 291.83 acres located outside the s
	2 
	3 
	4 
	5 
	6 

	34.10 acres, composed of 24 privately owned lots and three lots that comprise the site ofWaiahole Elementary School. 
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	EXHIBIT A 
	EXHIBIT A 
	I. Most ofthe lands were purchased in 1977 from Elizabeth Loy 
	McCandless Marks by the Hawaii Housing Authority (the HHA, a predecessor to HHFDC) under threat ofcondemnation (the Marks Acquisition). 
	a. 
	a. 
	a. 
	The public purpose ofthe Marks Acquisition was to preserve the rural, agricultural character ofthe valley. 

	b. 
	b. 
	The remainder ofthe lands are ceded lands and were acquired in 1993 from the Department ofLand and Natural Resources (DLNR) pursuant to Act 330, Session Laws ofHawaii 1993 (Act 330). 


	2. After the Marks Acquisition, HHA contemplated moderate-scale development of Waiahole Valley to recoup the investment made by the Dwelling Unit Revolving Ftmd (DURF). Met with community resistance~ HHA sfofted to a limited development plan and, pursuant to HRS Chapter 359G (similar to the current Chapter 201H), applied for and received exemptions from City and County ofHonolulu requirements relating to planning, zoning, construction standards for subdivisions, development, and improvement ofland and the c
	a. 
	a. 
	a. 
	Subdivision improvements included improvements to roads, stream appurtenances, drainage systems) and utilities in addition to the construction ofthe Waiaholc Water System (the WWS) to provide potable water service. Notably, Council Resolution 86148, which authorized the subdivision's development exemptions under HRS Chapter 359G, requires that the State of Hawaii maintain and operate the WWS. 
	-


	b. 
	b. 
	All subdivision lots have vehicular access and potable water service (the latter provided by either the VI/WS or the City and County ofHonolulu Board ofWater Supply). Nearly all lots have electricity and landline telecommunications service. Many lots also have stream access, auwai access, and/or piped non-potable water service provided by the McCandless System. There is no public sanitary sewer service on Oahu's windward side north of Ahuimanu, and so sewage disposal in Waiahole is via cesspool or septic sy
	7



	A project location map is attached as Exhibit A, and a subdivision map is attached as Exhibit B. 
	B. Ground Leases Overview 
	1. HHFDC is the lessor pursuant to 93 long--term ground leases for residential (57), agricultural (34), and commercial (2) lots located within the Waiahole subdivision.The leases commenced on June 30, 1998, have fixed monthly base rents through June 29, 2023, and have initial 
	8 
	9
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	terms expiring on June 29, 2053 (55 years). The agreements include an option to extend the lease term by an additional 20 years subject to a 51 % vote ofthe lessees to be held during the final five years ofthe inj,tial term. 
	2. Nearly all the leases contain the following language: 
	''Lessee understands and tmconditionally agrees that Lessee's equity in this Lease and/or the improvements and crops on the demised premises shall not exceed the ''Lessee's Equity", which is defined as the fair market value of Lessee's improvements and crops on the demised premises. 
	IfLessee shall sell or assign this Lease for a consideration 
	(whether in cash or in kind) in excess of Lessees Equity, the 
	excess shall belong to and be paid in cash immediately to Lessor. 
	Lessee and Lessee's assignee shall be jointly and severally liable 
	for the payment of such excess consideration to Lessor." 
	Due to the above tenns, financial institutions will not accept HHFDC's 
	Waiaho1e leases as security for conventional mortgage loans. 
	10 

	Essentially, these leases function as long-term use 
	pennits.11 

	C. Residential Lots Overview 
	1. Lot Characteristics 
	The 64 residential lots range in size from 7,500 square feet (s.f.) to 1.44 
	acres in size, with an average size ofapproximately one-half acre. The 
	lots tend to be rectangular in shape, have a relatively flat topography, and 
	are generally concentrated in the lower half of the valley. 
	2. Current Lease Rents 
	With one exception, current annual rent for the leased residential lots is $600 plus $0.035/s.f. any lot area over 7,500 s.f. Tbe current average monthly lease rent is $119. 
	12

	3. Residential Use 
	Lessees must use the premises for the placement of a single-family 
	dwelling and must use such dwelling as lessee's principal dwelling. See 
	Section 8 of the sample lease attached as Exhibit C for additional detaiL 
	JO There are seven exceptions in which cases the leases were amended in the mid-2000s to provide for the financing and construction ofself-help homes. Upon signing ofthe amendments, tl1e lessees paid cash to acquire financeable leasehold interests, with the payments almost wholly financed by an HHFDC predecessor agency. As an example, a lot with no improvements cannot be sold for any consideration the leasehold has no monetary va1ue). By contrast, under a traditional ground 1ease the same lot would have mon
	11 

	t:z The exception is a lease that ,,vas not signed until 2014, and therefore the current rent includes payment ofback rent from June 30, 1998 through the .lease execution date. 
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	D. Agriculhira1 Lots Overview 
	1. Lot Characteristics 
	The 39 agricultural lots range in size from 1.56 acres to 57.50 acres in size, with an average size of 8.03 acres. The lots vary considerably in shape, topography, and soil composition, among other characteristics. 
	2. Current Lease Rents 
	Current annual base rent for the leased agricultural lots is $100 per acre, with additional annual base rent of approximately $500 ifthere is a residential use on the lot. Furthermore, on a calendar year basis~ lessees pay percentage rent equal to 0.9% of gross agricultural income derived from the lot. See page 4 ofthe sample lease attached as Exhibit D for additional detail. 
	13 

	The current average monthly base rent for the leased agricultural lots is $110. Percentage rent collected in recent fiscal is summarized in Table L 
	Table 1: Recent Historical Percentage Rent Collections 
	Gross 
	Gross 
	Gross 
	Total 
	Average 

	Fiscal 
	Fiscal 
	Payments 
	Agricultural 
	Percentage 
	Percentage 

	Year 
	Year 
	Received 
	Income 
	Rent 
	Rent Amount 

	2019 
	2019 
	16 
	$ 20,924 
	$ 3,013 
	$ 188 

	2020 
	2020 
	6 
	15,037 
	812 
	135 

	2021 
	2021 
	8 
	71,431 
	5,143 
	643 

	2022 
	2022 
	10 
	33,033 
	2,973 
	297 

	Average 
	Average 
	10 
	$ 35,106 
	$ 2,985 
	$ 299 

	3. 
	3. 
	Agricultural Use 


	Lessees must qualify as a fanner and: 
	1. 
	1. 
	1. 
	Personally use and operate the property for diversified agricult11ra1 purposes; and 

	2. 
	2. 
	2. 
	Either: 

	1. 
	1. 
	1. 
	Devote at least one-third ofthe lessee's time and also derive at least one-third ofthe lessee"s net annual cash income as reported on the lessee's federal and state tax returns from direct par1icipation in diversified agriculture on the property; or 

	2. 
	2. 
	Use substantially an of the property for diversified agricultural uses as a trade or business (and not as a hobby). The property must remain in continuous cultivation except for the normal faUow period as required by standard agriculture practices. 




	\:Vith few exceptions, the agriculhmil Iots have residential uses. 
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	The McCandless system serves at least 15 lots located from the top ofthe north branch of Waiahole Valley Road to Kamehameha Highway and is supplied by untreated water from Wa1anu Stream. The State abandoned the system when it developed the potable WWS, but it continues to be used and maintained by members ofthe WaiaJ1ole Valley community. ll An additional two long-term ground leases are pending execution: one for a residential lot to be leased to a former DLNR permittee to satisfy B.HFDC's obligations under
	7 
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	EXHIBIT A 
	EXHIBIT A 
	Up to a 7,500 s.f. portion ofthe lot may be used for residential purposes as 
	lessee's principal dwelling and/or as farm employees' quarters. 
	See Section8 ofthe sample lease attached as Exhibit D for additional detail. 
	E. Commercial Lots Overviev.r 
	1. Lot Characteristics 
	The subdivision's two commercial lots are located at the southwest 
	intersection ofWaiabole Valley Road and Kamehameha Highway. The 
	Waiahole Poi Factory lot is 18,686 s.f. in size, and the leased but 
	unoccupied former farm stand lot is 12,280 s.f. in size. Both parcels are 
	significantly under-parked for commercial use. 
	2. Current Lease Rents 
	\Vhile encumbered by the same form oflease that encumbers the agricultural lots, the current ba,;;e rent for the Waiabole Poi Factory lot is at a higher rate of$160 per month based on mutual agreement prior to lease signing in 1998. The lessee's annual percentage rent payments for the three, most-recent fiscal years have averaged $8,052. 
	The former farm stand lot is also encumbered by the standard form 
	agricultural lease) and as a result the current base rent is $2.3 5 per month 
	(i.e., $100 per acre annually). No percentage rent payments have been 
	received for many years. 
	F. Lease Rent Renegotiation Terms 
	Each lease provides that the base rent and agricultural lot percentage rent for the 15-year period commencing on June 30, 2023 and ending on June 29, 2038 (the Reopening Period) are to be renegotiated betvveen lessor and lessee. There is a second 15-year reopening period commencing on JU11e 30, 2038 and ending on 
	June 29, 2053. 
	The leases provide that HHFDC and lessee shall begin renegotiations regarding the new annual lease rent on June 29, 2022 ~' next week). 
	1. 
	1. 
	1. 
	1. 
	For the residential lot leases, ifthe parties are unable to agree upon a nev,r lease rent by April 1, 2023,. then the rent payable during the Reopening Period shall be determined in accordance with HRS Section 519-2; which is attached as Exhibit E and has arbitration as the ultimate dispute resolution mechanism. The related rules promulgated in 2005~ Hawaii Administrative Rules Chapter 17-105, are attached as Exhibit F. 

	See page 4 ofthe sample lease attached as Exhibit C for additional detail. 

	2. 
	2. 
	Far the agricultural lot leases, ifthe parties are unable to agree upon a new ]ease rent by April 1, 2023, then the parties shall submit the issue ofthe fair rental value ofthe demised premises to mediation in accordance with applicable rules of mediation ofthe American Arbitration Association (AAA). Ifthe parties are not able to determine the issue ofthe fair rental value ofthe demised premises by mediation, then either lessor or lessee may give to the other written notice ofa desire to have the issue ofth
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	rental value of the demised premises settled by arbitration in accordance with the applicable rules of the AAA. 
	See page 4 of the sample lease attached as Exhibit D for additional detail. 
	G. Strategic Plan 
	In 2017, HHFDC embarked on a strategic planning process for "\Vaiahole Valley 
	that is intended to address longstanding issues such as historical net operating 
	losses, substandard housing conditions, low agricultural lot utilization, long-term 
	lot vacancies, water system deficiencies, and the upcoming lease rent 
	renegotiations. 
	l. A proposed Waiahole Valley Community Strategic Plan prepared by HHFDC's consultant SMS Research & Marketing Services, Inc. (SMS) was presented to the Board for approval at its March 14, 2019 regular meeting. Approval ofthe plan was deferred to enable staffto further engage the Waiahole Valley community and reach consensus on a plan. 
	2. An alternative strategic plan was prepared under the auspices of the Waiahole-Waikane Community Association (the WWCA) and presented to the Board at its June 13, 2019 regular meeting. 
	14 

	a. 
	a. 
	a. 
	The WWCA plan was largely a critique of the SMS/HHFDC plan. 

	b. 
	b. 
	At the meeting, the Board formed the Waiahole Cornmunity Strategic Plan Subcommittee. 
	15 



	3. In November 2019, HHFDC contracted with Townscape, Inc. to perform additional strntegic planning work. The Covid-19 pandemic made this work particularly challenging due to the restrictions on gathering) and the contract has ended. 
	H. Recent Events 
	l. On October 5, 2020~ staff attended a virtual community meeting hosted by the ':/-lWCA and gave a presentation regarding lease rent renegotiations, among other topics. 
	2. 
	2. 
	2. 
	In March 2021, the WWCA sent a letter to Tovmscape, Inc. indicating that it was being advised by the Honolulu law firm of Deeley King Pang & Van Etten regarding the lease rent renegotiation process. See Exhibit G. 

	3. 
	3. 
	On April 29) 2021, JlHFDC held a virtual community meeting regarding lease rent renegotiations. The purpose was to present to the lessees a general overview of the process and IUffDC's best estimate on a timeline. Known attendance for the meeting was 34 persons in addition to eight HHFDC staff members. 


	Incorporated in 2006, the WWCA is a Hawaii nonprofit corporation whose stated purpose is "care and 
	14 

	representation oftennants farmers & landov,rners on this association and its areas; our Waiahole, Waikane 
	community". The current organization descends from a community organization formed in the 1970s. According to 
	the current WWCA President,just over half ofHHFDC's lessees are members in good standing. Due to changes in the Board's composition, the subcommittee was dfabanded and reconstituted with new 
	15 

	members at the Board's June IO, 2021 regular meeting. The subcommittee was dissolved at the Board's January 13, 
	2022 regular meeting. 
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	4. 
	4. 
	4. 
	On December 29, 2021, the Department ofthe Attorney General entered into an Agreement for Special Deputy Attorney General Services (the SDAG Contract) with the Honolulu law firm now know'TI. as Lung Rose Voss & Wagnild (Lung Rose) to provide advice and legal services relating to the Waiahole lease rent renegotiations. 

	5. 
	5. 
	Under the SDAG Contract, Lung Rose engaged Medusky & Co., Inc. to value (using a measured approach supported by market data) selected, representative properties for the purpose of establishing annual lease rents. 


	I. The Board held preliminary discussions on the subject matter at its regular meetings on February 10, 2022, May 12, 2022, and June 9, 2022. Staffconducted outreach to the Waiahole Valley lessees to inform them ofthe June 9, 2022 meeting and the June 23, 2022 special meeting, encouraging attendance at the meetings and the submittal oftestimony. 
	III. DISCUSSION 
	III. DISCUSSION 
	A. The States Historical Investment and Net Operating Losses 
	The acquisition of, and subsequent infrastructure improvements to, Waiahole 
	Valley were undertaken at considerable costs to the State. Furthenn.ore, 
	administration ofthe ground leases, management ofthe lands, and the operation 
	and maintenance ofthe WWS have long been a collective cash drain on DUR.F. 
	1. 
	1. 
	1. 
	D URF is primarily used to fund the development ofnew affordable housing units by providing interim and permanent loans to developers~ and also financing regional infrastrncture projects in conjunction with the counties, private landowners, and developers. 

	2. 
	2. 
	The ongoing required capital investment and net operating losses related to H.HFDC1s Waiahole Valley lands have diverted monies that would have otherwise been used for new affordable housing projects throughout the state. 

	3. 
	3. 
	Marks Acqujsition and Subdivision Development Costs 


	The State's historical investment in Waiahole Valley (including the Marks 
	Acquisition~ the subsequent infrastructure improvements, and later capital 
	expenditures) totals approximately $17.3 3 million in nominal terms. Not 
	included in this total is $1.20 million ofWWS construction-in-progress 
	funded by DURF. 
	a. 
	a. 
	a. 
	Due to a funding shortfall, the WWS was not constructed according to its original design and, as a result, suffers related, inherent deficiencies. The system also suffered significant damage during the March 2021 floods. 

	b. 
	b. 
	Currently, HHFDC is making improvements to the WWS to extend its useful Hfe until approximately 2032. Concurrently, plans are progressing on an upgrade to the WWS to Honolulu Board of Water Supply (BWS) standards to allow for possible dedication. 


	1. The upgrade to BWS standards is anticipated to cost up to $20 million and will need to be :fonded by DURF, as the 
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	Legislature has not been inclined to provide Capital Improvement Project funds for the WWS. 
	n. While an entity such as BWS can amortize and :recoup capital expenditures through water-service charges due to its large scale, HHFDC is unable to feasibly do the same as the WWS has only approximately l 20 service connections. 
	4. Net Operating Losses 
	IfrIFDC's land and infrastructure management activities in Waiahole Valley generate an annual operating loss of approximately $1.1 million on a pro forma basis. Note that the pro forma assumes that HHFDC will adopt the proposed Chapter 15-319, Hawaii Administrative Rules, "Water Service to Consumers," which in part raises water-service charges. See 
	Exhibit H. 
	Exhibit H. 
	B. Waiahole Valley Rent Renegotiation Policy 
	It is recommended that HHFDC adopt the following policy to guide the Waiahole Valley rent negotiations over the next year. 
	I. To the extent possible, HHFDC will treat all lessees equally. To the extent that it is neither practicable nor advantageous to HHFDC to treat all lessees equally, they will be 
	treated equitably.
	16 

	2. 
	2. 
	2. 
	The overall goal ofthe negotiations is to significantly reduce or eliminate HHFDC's ongoing losses on its Waiahole Valley operations, while also meeting tIHFDC's communjty objectives and social goals. 

	3. 
	3. 
	In accordance with the ieases, HHFDC will only negotiate the new base rent and new percentage rent (agricultural and commercial lots only). No other lease terms will be open to negotiation. 

	4. 
	4. 
	HHFDC will on1y negotiate directly with lessees or their duly appointed representatives. Lessee representatives must be appointed in writing. Ifa lessee is a tenant by the entirety, a joint tenant, or a tenant in common, then an individual parties must sign the written appointment of representative. 


	C. Base rents for HH.FDCs Waiahole Valley ground leases would have to increase by a factor ofnine (9) to cover This would mean an average monthly rent of $1,073 for residential lots and $992 for agricultural lots. 
	its operating costs.17 

	l. While such rents are supported by market data and likely achievable through arbitration (albeit with significant arbitration-panel, legal, and expert-witness costs), the State's public purpose ofthe Marks Acquisition~ which was "to preserve the rural, agricultural nature ofthe valley" needs to be taken into consideration. 
	2. Ifthe Board adopts the policy recommended in Section III.B, then staff suggests that HHFDC~s mea.c;urable objective for the rent renegotiations 
	According to Merriam-Webster, is. defined as "the quality or state ofbeing equal," while equity is defined as "fairness or justice in the way people are treated." No consideration is given to recovery ofHHFDCs ongoing capital investments and the related costs of capital. 
	17 

	For Action -June 23, 2022 Page 8 of9 
	might not be to cover 100% ofits Waiahole Valley operating costs. Rather, to align with community objectives and social goals and in furtherance ofthe public purpose ofthe Marks Acquisition, staff recommends that the Board authorize the Executive Director or her designee to negotiate fair and reasonable lease rents that may be lower than the levels necessary to cover HHFDC's full operating costs for Waiahole Valley. 
	D. A summary ofupcoming events relating to the Waiahole Valley lease rent renegotiations is presented in Table 2. 

	Table 2: Upcoming Lease Rent Renegotiation Events 
	Table 2: Upcoming Lease Rent Renegotiation Events 
	Event 
	Event 
	Event 
	Date 

	Community Meeting 
	Community Meeting 
	June 27, 2022 

	Lease Rent Negotiations Commence 
	Lease Rent Negotiations Commence 
	Jtme 30, 2022 

	Written Lease Rent Offers Delivered to Lessees 
	Written Lease Rent Offers Delivered to Lessees 
	Week ofJuly 3, 2022 

	New Lease Rents Take Effect 
	New Lease Rents Take Effect 
	June 30, 2023 




	IV. RECOMMENDATION 
	IV. RECOMMENDATION 
	Staffs recommendation is that the Board: 
	A. Approve the following actions relating to upcoming lease rent renegotiations for the Waiahole Valley Agricultural Park and Residential Lots Subdivision located in Waiahole, Koolaupoko, Oahu, TMJ( Nos.: (1) 4-8 (various): 
	1. 
	1. 
	1. 
	The adoption ofthe rent renegotiation policy described herein; and 

	2. 
	2. 
	The adoption ofthe rent renegotiation strategy discussed when the Board convened in executive session at its special meeting on June 23, 2022; and 


	B. Authorize the Executive Director or her designee to undertake all tasks necessary to effectuate the purposes ofthis For Action, including but not limited to the negotiation ofWaiahole Valley lease rents and the legal documentation thereof, and any actions relating thereto; provided that final agreement and documentation oflease rents for the two commercial lots will be subject to Board approval. 
	Attachments: Exhibit A-Project Location Map 
	Exhibit B -Subdivision Map 
	Exhibit C-Sample Residential Lot Lease 
	Exhibit D -Sample Agricultural Lot Lease 
	Exhibit E-Hawaii Revised Statutes Section 519-2 
	Exhibit F -Hawaii Administrative Rules Chapter 17-105 
	Exhibit G-WWCA Letter to Townscape, Inc. dated March 11, 2021 
	Exhibit H -Pro Forma Net Operating Loss 
	Prepared by: Chris Woodard,.~hfef.Planner, 
	pro d 
	pro d 
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	Walihole Valley Ag Park & Residential Lots, Property Overview 
	HHFDC LEASED AG LOTS (38) -HHFOC AMENDED LEASE LOTS (7) -HHFOC LEASED RESIDENTIAL LOTS (54) -MARKET RATE LOTS (2)HHFDC LEASED COMMERCIAL LOTS (2) LJVACANT (AG LEASE) (3) 
	LJ 

	c:J OHHL LOTS (20) -VACANT (RESIDENTIAL LEASE) (11)
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	~ HHFOC INFRASTRUCTURE AND OPEN SPACE LOTS (11) 
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	1 hereby cer!"ify 7hat -:-~is is a rruc ccpy from i he ieco:-ds •of the 3ureau of ~cnveyanc2s. 
	Reg~r cf C.:mvi=yances 
	A::.si~t-i:nt R,J-gisrrar, ~i::r.a Gurt Sto,5-of Hawaii 
	I 
	.. -·. --,._. 
	LAND COURT SYSTEM Return by Ma2J t ) Pickup l ) To: 
	Housing Finance and Development Corporation 677 Queen StTcet -3rd Floor Honolulu. Hawaii 96813 Attention; Roy S. Oshiro. Exe 
	lA),t·*&~(flu-
	lA),t·*&~(flu-
	PROPERTY DESCRIPTION r NO. 
	~NO. CERTIFICATE OF 
	l llL.t NO:
	Land Coon { r Regular lX) Dnuhle t ) 
	I

	STATE OF HAWAJl DEPARTMENT OF BUDGET AND FINANCE HOUSING FINANCE AND DEVELOPMENT CORPORATION WAIAHOLE VALLEY AGRICULTURAL PARK AND RESIDENTIAL LOTS SUBDIVISION AND HOMESTEAD ROAD LAND 
	RESIDENTIAL LOT GROUND LEASE 
	\ 
	THIS INDENTURE made this ~day or ~., . \ C\C\.(J , by and belwcen 
	HOUSING FINANCE AND DEVELOPMENT CORPORATION 
	a public body and a body corporate and politic of the St.ate of Hawaii 677 Queen Street -3rd Floor Honolulu• Hawaii 96& I~ 
	hereinafter called "Less~n? and 
	RESLEASc.DOC 
	EXHIBITC 
	Kuth!een KHnuuiu Kesepinc Li..W<•, wife or wmiarn H~n!)' T.eJen Tracy Lee Kunealaai HmrµHi, ,,,.,ife t1f Scan Lct~foha lfoapHi lnofo G~yc Knhiwahmi Lele-0, 1..mmit:rricd aH or whose residence u.rn.f post ,offfoc ;.iddrei;s is 4R-25J A Waiahok VaHey RmnL Kaneoh.c, Hi,\',.'.'lii 9674,1. 
	( } tenants hy the entirety remmt~ in common 
	as joint tenants with fuH rights of sun-zvor.s.hip t } 
	herein.after caHed "Lessee". 
	-2
	-

	EXHIBITC 
	EXHIBIT A 
	WlTNESSETH: 
	Th&t Lcs:scr, -in coruri<lcmtfon of the rent hereinafter reserved and Che covenants herein ctmtaincd and tm the ~rt of L¢s,;;ec to be ohscrv-c-d ~nd performed. does hereby dtmisc 1.md lca.~e 1.tnto Lessee and Lessee doei hereby accept an,J ,ent: AU that certain lMtd 9escri.l;,ed in Exhibit "A" attached hereto and mce>rpora1ed herein b:,· reference an<l me.de Ii. pan of this Lease. ~• AS 1$" and ,,.•itbout any C:!\prcss o, impbcd warranties of habitabi.iity ,;r fon-ol:is for :any particuhlr purp-0~:e: and su
	suaJECT to ~n c;:411,ements ii:h()Wn Ol'l the mup tif ~tJ?} hereto ati.acheJ er nbci.'1;; refer.red to. and res.ervi:ng unto Lasoor within s~~d casements riibl~•of~way and the right Ht granf tf> any public utility or governmental l!Ulhority such ri~hls-of-wa)' <.wer. si:mss and under said eascmems for bnes and other transmissu..1n fa.ciiitie:s. on<l 1.tppuncnances ga:s, telephone, wa~r. Iev:cr, drnin11gc and ;1,)fn>tur pubhc sad ulilities, and the tj~ht to cn1er for such and lo repair such foc.il:i11es and 
	for elec1ric.hy, 
	servic.es 
	purpas.es 

	. SUBJECT .FURTHER tu the foHowing: n chc Dedaradon of Restrictive Co,..·enants {hr Wniab-ok Valley Agtfoulturo.l Park and Residcntfal Lois Ami Homestead Ro.ad Lands. <lnted Septi:.:mb'-T f5. l 995 and recorded in the Bureau of Conveyances n.f I.he Swte of Hawaii as Document No. 95-1149H8 oUndlt1r m1he Office ..if the Registrar of the Land Coun of the State of HaH'flii as Documen.t :No. 12(}2857 an<l rn.11c<l cm Ccrtiffo-a!e of Tilit Nos. 3&0,204, 38(J_2(}5 and 195.898, mcorpcm,ted bf refon::ncc: 11 the Fit
	Waiaho.ie 
	Residcnti.aJ 
	J.anua.ry 22., 
	1

	RESERVfNC UNTO THE LESSOR, ITS SUCCESSORS AND ASSIGNS, THE FOLLOWING! 
	(l) AH minerals a::, hereinafter defined. in, on f>r under th~ dcmixcd pr<m1i~cs ilnd the riBhi., on ,t;; own behalf nr throuih persons t1.Uthorized by it !o pn,s.pcct for... mine und r1;ro(wc: r.uah min~ra}:s. nnd io occupy ::rnd uire so much of !he surface of the gn.,uod as tnay he required fo·r aH purpo3t:S. reasonably extending to the mming 2tnd n.."Tl:lovai of such minerati; hy .any me1ms ·wh.nsoevnr_ including strip mjning. "Minerals", -;,,; used herein, ~hull m-1:,n,p any or an oil. g~. coat pho:..ph
	1

	t.o the Lessee for any -qf L~sec's hnpn:~vemems t.tilen during 1hc: term of this Lease: {2) AH arch.~eolngimd and historic sites and :re.ma-ins foun<l on the den\faed prem1s,es shalt belong to Lc~s;or undet the tows t•f the State of H~waH. Le!>'sce ~ha.U preserve imd protect and shall r.mt dis:t.urh t.my an<l historic :-.;itcs JJ.nd remains on the demised premises: an<l ll} Pur,;u1mt to Section t7l-l6(a) on, 1fawuii Rcvi:-.ecl Statutes, mineral and meUlllfo rights and surface anti ground v.-ater !thail be r
	areha.colog.ic.al 

	TO HAVE AND TO HOLD On~ demis(!O prcmfac~ together with the rigMs, co~ements, pn"'vileges imd appurt-cmulccs thereunto belnngfog and appertaining. unto the Lt:s~c~ for a term: 
	Contmencing on: Jime 30, l•)98 
	Rodini on: June 29-, 205J 
	unles;; smm~r ~erminated as hercin~flcr pro,rided. th.e Lt.~snr rese.rvin,g; C\.'1'tain rights and inten:sts. and the 1...c-ssee yicid:ng und ptiying ll"i tbc Lessor lit the prmcip31 office. of Lc~s.or, an. annua.1 fease rent in the amnunt computed and payabl~ on the dctes sr,,ecific,d hcfow, w11hout 11otice or <lemand hj· the Le~.o;or. · 
	-:,
	-

	I£XHIBIT C 
	A 
	A 
	A 

	TR
	Lease Years 
	Lease Rent E.aeb Vear for up to 7,.:500 Square Fed 
	Ann~l Lease: Rent 
	M4>nth.ly Lea.se Rent (E/12.) 


	The annual lease rent shaH he paid in ~qua{ monthly insta!Imems in advance on or before the first working day .of each month. 
	One year prior to the expiration of i.,ease P(!fjcnis Zand 3t respectively, Lessor and Less.f!e shall begin. ren~gotiation of the new annual leas.-c rent and new additi<>naJ lease: rent to be paid for Lease Period's 3 and 4. respectively. If ninety days prior to the expiration of Lease Periods 2 and 3~ respectively, Lessor and Lesse~ are unable t.o agree upon a. new .imm.mt lease rent and new atlditional lease ren~ if spplicabk,. then the annual lease rent payable during Lease Period 3 or Lease Period 4. as
	When.ever file fixing ofrent is under arbitration., Lessee,_ pending the determination thereof. shan c£mtintte m pay the same: rent which Les.see had been paying dunng the last preceding Lease Period antl shaH promptly pay the deficiency~ if any, plus simple annual interest at the legal rate upon the conclusion of the arbitration proceedings. 
	lfthe lease rent payable for any period or time is less than a fuU caiendaryear or other period of time. as. the case m11y be, the: lease nmt for s.uch period of time shall he prorated. 
	AND LESSOR hereby covenants with Lessee that upon payment of the rent a.-. .aforesaid and upon obser'Vance a:n<l performance of the covenants by Lessee bereinaft~r contained, Lessee sh.an peaceably hold and enjoy sahi premises for the term hereby demised witho'l'.t hindram:e or :intemrptfori tiy Lessor or any other person or persons iawfuliy ciaiming by, through or under it except as herein expressly provided, 
	AND LESSEE h.ei-eby eovenants with LeS$or as follows:. 
	!. PAYMENT OF RENT. Lesst.1:e wiH pay or causG to be p.aid said rent in h1wfuJ money of the United States of America. at the times and in the manner aforesaid, wilhout any deduction and w~thout any noHce ~r dem~nd, ar the office of Le:ssor or Lessor's duly designated agenL 
	2. TAXES AND ASSESSMENTS. Lessee shaH pay or causf;" to be paid at reast ten days b-efore the same hecome delinquent aH reat property taxes and asses::..ments of every description to which said premises or any part th~reof or any irnprovements thereon, or the Lessor or Lcss.ee in respect thereof,. are now or may be as.sessed or bec:ome Hable, whether assessed to .or ;,ayaole by Lessor or Lessee. except tba.1 such taxes sbaH be prorated between Lessor and L'!:ssee as of the: dates of commencement and expirat
	interest as shall become due and payable during said term~ 
	EXHIBITC 
	3. 
	3. 
	3. 
	PAYMENT OF RATES AND OTHER CH;UlGES. Lessee will pay bef~ the . same bccom~ deiinquellt all charges, dutiest ra~ ru:td other outgoings of every desmption tc wh!!:b sa!d preo:uses or ;my part thereof or any improvement %hereon. or USSOT or Les~t: mrespc:.t:t thereof,. may dunng said term be assessed .or become ii.able for electricity gas. refuse collection• telephone. sewage disposal, water or m1y other utHitit$ -or s-ervice:s, whetber made by authority or pubJje or commWlity service company and whether asse
	1 
	g(}vernment.ai 


	4. 
	4. 
	IMPROVEMENTS UQum.E:O BY LAW. Lessee will at Less~e' sown expense during the whole of.said renn makt:1-lruild1 maintain ~d repair all f¢occs~ sewers. drains,, roa.ds~ {:Ufbs> sidewalks and othet' areas whfo'h may be :required by law to be ma.de. built, and repaired upon or adjoining or :in rowiection with or for the use ofthe demisd premis.¢S or any part thereof. 
	main:rai.ne~ 



	SA OBSERVANCE OF LAWS. Lessee wm ~ ail times d:uring said term keep said premises: in a strictly clean ~d sanitary ~onditkm and observe and pe:r:fonn all laws. ordin~s,. rules ru'td regulations now or hereafter made by any govt:mmental authority for the time being applicable to said premises or ,my impr-ovemeot thereon or use thereof,. and affecting said pumises,. and wilt indemnify Lessor against aU actions, suits, damages and claims tr'i whomsoever brought or made by n::ason of the nooohservam::e ar nonpe
	6. REPAIRS TO JMPROVEMENTS. Lessee wm,. at L¢Ssee's own expense, keep, repair and maintain au buildings and improvements now existing or hereafter cartst:ruct:¢d or installed on. the demised premises :in good oroer. condition and repair\ reasonable wvear and tear excepted. 
	7, INSPECTION. Lessee wm permit Lessor and Lessor>s ag,eots at au r.easonab:!e times during said term to ~nter the demised premises and examine the state of rep~ir -and {:t>ndition thereof, ~nrl wm repair and make good an defects required by the provisions or this Least to be repaired b-y Lessee"' within 90 days after the giving of nctke by Lessor or L-1:ss.or"s agents, 
	Lessor, the Ccnmtyt or any agents or -.r,epresmtatives thereof $.bail have the right to enter and cross any portion of the demised land for 1™' purpose of performing any public or official duties; provided,, however, in lhe exercise of such rights, Lessor or the County shaJJ :not interfere unreasooabiy with Lessee,.s use arid i!njoymcnt of the demised premises.. and sh:aU not cause injury or damage ro the Lessee's interest. 
	8, E{ESfDENTlA.L USE, Lesse~ will use md aUow the: use of said premises primarily for n~sidemia} purposes and will not .at. any time during said tenn,, en:ct. place, main~in or allow on said premises more than. one single family dweIHng (exclusive of outbuildings) :nor allow the use of any building or stru<::ture on sairl premises 1,1.s a tenement house; rooming house or apartment house. Lessee must u~ such singie­famify dwdHflg only as Lesse~ s principal dwelling. for purposes Gf detennining whether Lessee
	1

	.tomplfamce with this requirement. Les.see can. only have one principal d.welihtg. 
	Lessee may engage in dtversHie.d .agricultural activ-ities on the demi:st:d premises to 1he extent pcrrrrn::ied by St:ile of Hawaii -0r City and County of Honolulu iaws, or.dmam;:.e~ and teguiaticn~
	-

	J...esse-i: agn:es that Lessee wm be in default of th.is Lease and this Lease shali be tenn~nated in accord.once wi!h tht tenns hereof ff Lessee. does not strictly comply with the foregoing use provisions, 
	The ra£stng of any Mimafs in connection witb a feedlot operation is ai>so1uteiy prohibited.. Th¢ raising of a•1mals. sha!l be pi:mnitn:.d or allowed subject to the following: 
	( r) 
	( r) 
	( r) 
	Lessee shall observe all appHcabie Federal, State of HawaH or Cjty am:} 

	TR
	County of Honolulu laws. ordinances. codes or reguiatio:ns; 

	(2) 
	(2) 
	·Lessee shaH be fully responsible for such animals: and 
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	EXHIBITC EXHIBIT A 
	{3) Such shall not present a threat or threaten the -diversified a~cu.l~l 
	annna.ls. 

	activities that are being condorted i:n the lands t.oVCT'!!!d by a.od -descnbed :tn 
	the Declaration attached hereto as Exhibit ngfl and incorporated by reference. 
	If there is any conflict between the t~ of th~ Deciaration atJd this Lease, the terms of the Declaratfon s!:udl controt 
	9. 
	9. 
	9. 
	BOND. Lessee wm be:fore. commencing cotl$tmction of rmy impn>vemenc on thr demised premises deposit with Lessor a bond or certificate thett:of naming Lessor as an obHgce.., iP A pensi sum not less th.an l 00% o.f me cost nf such ccnst:ru.etfon and with a tesponsible corporate :s:Uret)• (or with Lessor's a rc-spansible material bouse) a.uthorizod. to do bllsioess in. Ha.wai~ guaranteeing th~ completion of such construction free and clear of :aU mech-anii;:;s.and materialmcn's H1:ns. in the case of :an owner-
	'Written · approval
	1 
	1 


	10. 
	10. 
	SETBACK LINES. Lessee will ohsc:rve any setback lines aff~ing the demised premises~ and wilJ not erect, place or ~in.min any building or &trUcture whatsoever except approved fen.ces or walls be:rween any street boundary of tbe demised premi~ and th~ set back line along such boundary, 


	1
	J 1. {NSURANC.E, Lessee will at ~~es own ~xpense m: aU times during said te:rm keep an buiidings now or h~reafier er~cred on the demised land insured against loss or damage by fire with extended .coveroge in a responsible insurance company authorized to do business in Hawaii, in an amount as near as practicable to th.e rcpiacemcm cost thereof, in the joint nam~s of Lessor. Lessee and mortgagee (if any) as their interests may appear, psyabie in case of loss .b') the mortgagte (if m.,.yj or in the absence of 
	rebuild.in& 

	provfaion.s. 
	Additionaliy, Les!'ffle wm, at Lessee's own expense at all times dudng the retro of this Leaseobtain reason~ble Ha.bility insurance from any insurance company or compmie£ whkh is/arc iicensed and authorized to engage tn the business. of instrranc.e in liawait naming Lessee. as the named insured and Lessor as an i.ldditional insured :and insuring both against and from any and all claims. demands or suits for property dam.age, pernmru injury or death aris:iag out of, relating to or proxim.ateiy caused by the 
	1 

	EXHIBIT C 
	12. 
	12. 
	12. 
	COST OF LITJGAT!ON. In case the Less.or shall, withaut uny fault on L,essor~s part, be made 2. parry to any Utigation commenced by or against the Les.see ( other than .:ondemnation proceedings>• the Less.e~ shaH and will p.iy an ctlSts and exp¢nies in~and imposed on the Lessor_that are . awarded to Lessor by the court:. Furthermore, rhc L~sse:t shall anti wm pu..y all costS and expt:nse$ which may t>e m.ermed by or paid by the Lessor in enforcing the (;Ovemmts an-ti agre¢mcni:s ofthis Lease, in recovcecing.

	13. 
	13. 
	INDEMNlTY. Lessee 'Will indemnify and hold Lessor harmless against aH claims and demands for loss or damage, iachuiing. property damage. per3oru;l injury and -wrongful death, atising out of or in connection with me use or ¢ccu.pmcy of said pl"e'Jnises by Lessee or any other person claiming by, through or under Lessee ... or any on said premises, or any nu.isance made c,r suffered thcreoo. or any failure by Lessee to keep said premises in a saf,e condition. and wm reimbprse Lessor for .an ofLessors costs and
	accident.or fire 
	1
	def:en.ge 
	1


	14. 
	14. 
	CONSTRUCTION OF lMPROVEMENTS. Lessee shaH not at any time construct, place, locate, maintain and install on said premises any new house,, buildin& iuuc:ture or improvement without the prior review of ussor and upi:m such site location eonditioos as Lessor m.a.y impose. f>rovided. however. that upon application to Lessor and subject t• Lessors approval, Lessee n:my oora:truct a permanent foundat.ioo upon which a house. building or other sttueture is to be placed or con.mucted upon. the express condilion tha.
	1


	15. 
	15. 
	WASTE AND UNLA.WFUL US£. Lessee wilt not make or suffer auy strip or waste or unlawful, improper or offensive use-ofthe demised premises or use th" demis-ed premises for or in connection with 1he cuJrivation} manufac"ture> sale,. storage o:r keeping for s-etie or ban-er of any plants or plant products,. which th:e cuUivatfon of which is prohibited by any County, State> or Federal taws1 naTsCotks or alcohoHc beverages or iiquors. 

	16. 
	16. 
	UENS, Lessee will indemnify an.d hoid Lessor harmie~s against an lien'S, charges and encumbrances .and aH expe-nses in connection therewith inciuding attorneys' fees. wjrtJ respect to said premises or aoy improvcmems thereon, initiated and 'l:>uilt by the Less.ee~ which may resuit from any act or neglect of Lessee, 


	l 7. STJRRENDE.R. At the end of said term ar other snoner tf':nnimiti-on of this Lease, Less<::e wm peaceabiy dehvct up to Lessor possess.ion of th(:. demistd iand and s.haH, with.in 90 davs after such 1erm.ina1ion. remove ail irnprov~ments from the dernise(i premises which Lessee has insca\ied, -ere~ted, c.onst~c?ect or otherwise placed -on the demi~ premises or which were instalk<l, erected, constructed or­of.hcrwise µlaced cm the demised premises by a prior occupant of the demised pr-emises.. 
	18. EXT£NSIOR After .50 yem"S. from thf: date the first lease r:s: issued by Lessor to a fos,see in the Pro}e-ct of which the demised premises fa & pan, the iet3Se tenn may be extended for a tenn of 20 years {ot sud1 other p~riod of time that the. parties sh.aH then agree upon) subject 10 the foHowing conditions: 
	Cn 5 l % of aH of the then lessees of lot.~ in the Project affi:rmati:veiy vote to exieml the leases therein. Only one vote may be east w;th respect to any lo! in the Project. 
	{2} . The extended fea.~e term sh.all he uniform for an !eases in the Proje:ct. All of the terms and conditions. of this Lease shaU P;m.ain in fuH force and effect, except lb.at {i) there shaU be no 
	EXHIBITC 
	further ext<:11sfon of the lease term and (ii} the lease rents and }east rent periods during the ~Xte:nded term sha11 be-based upon the fai:r rental vaiue of the deniisro p;romises. Jf on Dgreenu:nt as to the fair rental value of the. demised pre.mises is not reached, then the fair rental value ~half be d~tennincd by arbm-ation. in accordance w th the r.1ies of tlJe American Arbitration Association. 
	1

	(3) 
	(3) 
	(3) 
	The le.s..'iees shaU be r-csponsibl~ for Jessees.l" costs and expense~ incurred by the lessees, Le.sse-c shall be responsible for Less~"s pro:rnta sha1e of such corts and 
	c.xpens.es. 


	(
	(
	4) Subject to the compic:tion of such negotiations-. the tease ten:n of this Lease be extended. provided that Lessee snail not then be in default in any :res.pc:ct here-under, 
	wm 



	19. CONDEMNATION. In case st any time m-times. the: term hereofthe demised premises or any pan therceof shaU be taken or condem!Wtl by any authority having th¢ power of eminent domain., th.en and in every such case the-estate ~d interest of Lessee in the demised land so taken or condemned shall. at once cea:s-e and determine upon acgufaidon by such authority of tide thercto or right -to possesskm thereof,. and Lessee shall not by reascn of such raking or condemnation be entitled to any claim against Lessor-
	tlllri.ng 

	20. ASSIGNMENT. 
	A.. Assignment. Lessee may assign this Lease and th,e assignee .shall have the same rights and nb-Hg.ations hereunder... induding those set forth above .in para~h 8,, as 1.he original Lessee subject to the foHowing condhicns:: 
	{t) Notic~ :a.nd Ce:nifiestians. Lessee shaH notify L;::ssor of any proposed· ~s.stgnmem of this L-e;,:se. Lesse,e and the proposed assignee shall (i) provide Lessor with fuU infonnation about the propos-ed assigrmu:nt and (ii) sign and deliver to Lessor an documents which Lessor sllal! require to assure tull compH~cc -with this Lease and the DecJ:aratfon1 induding a certification that the proposed assignee wm comply with the provisions-set forth a.hc:we in para.graph .8. 
	· (2) Lesse~'s: Limited Equjty. Lessee understands and unconditionally agrees that Less.ee's. equl,y in this Lease and/or the improvements and -c.r-0ps on the di::mised premises shaU nm exceed the "Lessee's Equity.., which is defined as the fair m:arktt value of Lessees improvements and crops on the demi-Serl premis~s. 
	_ if Lesse-c sh.an sen or assign this Lease for a consideration (whether in cash -or in kind) tn excess of Lesse-e's Equiry, the excess sbaU belong to and be paid in cash immediateiy to Lessor. Lessee and Lessee's assignee shaH be jointly mo :s:~vernUy liable for the payment. of such excess c-onsideration to Lessor. 
	. (3} Successors i.~ Interest Even,i successor or assignee must meet the eligibility r<::quuemem.-s ro be .a k·ssee under this. Lease and sh.an p11)" and perform all of the obHgations ender this, Lease 1nclu<ling those set forth above in paragraph 8, ' 
	.g. 
	EXHIBITC 
	EXHIBIT A 
	(4) Salt· .and Attsiw,i.ment; Lessor's First OpOun. If Lcsi:.~e 1.vishc!i 10 seH . .assign -or otherwise transfer title to the <kmised premises or th:is Lease for any reason ~nd for a con~idonrtinn, Lessor shalJ have 1he first Qption t-0 purcha,~e the: s;ime fr.::-c and clear c;f aH e.i.cumbrances, which L.cssr:e. has permitted to .au.~cb to the Lease, and for-a pnce which s!wli '?)Ot exceed the Lessee•~ F.qmly. hi ;il) events, Less;;:,.; shtkll not be ~-ntitJe:d to .any compensation whut.s.nevcr for the ie
	-0ut:.tanding mongag.cs, 

	lf Lessor exercises <hi~ f~:t option) the de:mi~cd premises ~hall be fr~~ and cl~or of all mortgnge lit..71s sn<f encumbrances pfo~ed on t.he demised premises or 1h15 Leas~ hy Lessc(::, :includirt~ l .essci::'$ predecessors. in fotcrcsi. 
	(5) Permitted Trsu1:sfers, The foUowi.n_g tnmsfep; shall be pcrmi!ted pn:.rtjded that ther~ i~ no c-0nsideraHon fr;,r the tran::.fer. tbc tra.nsforet:-use$ the dt:..'Tili$ed pn.,n~~es. as the transferee,\, principal re~idcnce: and the Le~sec notifie~ And 1Jbtains Lcssor•s written consenl ptkff to such making any such transfer: 
	Lcs::.or 

	{a) A triin~fer by devi~. dc~-0ent, or uperation of fa.w {)TI the death of a jninl tena.ni t1t tenant by the cncirety; 
	{b) A transfer lo. the spouse or childn.--n of the Lessee: 
	(c) A transfc:r whereby Lessees are married and one Lessee ccnvers hisfl1cr foCL~ehold ri~ht, tiLfo ur,d intorcst to tbe c.1thet as a r~suh: Df a decree of <ljssoJudon nf marrfoge. k:~~T sepa.rntion agreement~. or fr()m a property setttemenl agTcement; or 
	(<l) A lrnn~fer lo un \nrervivus trust in whjch Lc:..::.ee fa ~nd rem1Jins the primory bc.neficiary .und conHnue;-; to use lh~ demisc<l premises «ud which doei:; not ref.ate t<> 11 transfer of right$ flf occupancy in the demised premis<--s., 
	In aH events, Lessee, 'mcludfrig Lcssee!s successors -0r assign~, oa1'J::i0t rent or .,ublct the :whole or o.ny portion of thi::: premises under any circumstances. 
	den1is.ed 

	. ff the clemil-ved premises described in Exhibit "N' attached hereto an<l incorporated by refercm;c of more th:on one snbdiv;ded lot, sH of the $.uhdrvided lots shall be consjderecl one (1) lo1 for purpo:;c~ of this L~ast:1 the Must¢t PCC&.Rs, aad the Mernonmdum of DecfaratiQn of Covemmts, Conditions. and Restrictions.. A subd5·vidE:.d lot that is u panion of the dcmbed premrnes shall n.ot be separately 0r irtdivhluaHy iransforabk an<l shall not be sold, tnmsforred 01 coovcyc<l in any mtmner, whether by su
	is comprii.cd 

	B, , Except as. prnvidcd herefo, Les:ree sh<1H not mortgage, hypoilii.::cutt?; or pledge all or uny portion of the demised prt:mises or this Lease firnt notifying Lessor OJHi obtaining Le~$Or'i:; written -consent, Any ~uch rnortg;,gc. hypothucati<m or pledge without ,::uch \Witten ttppmval shall be nnl1 and void. 
	Mnrtga.gc
	wid1r.mt 

	Upcn due notice to and. with 'the written. consent of Lc:ss:or, Lcsse,e may mortgagi; this Lease or any interest therein or ~re:tte a security intt::rest iii the demised premis,c:.-t under the foifowing con<lit10-ns: 
	{l) "Murcgagc Lmm Ammmt. The ~ggreg.ate 1.unount of all rn<rrtgnges that Lc:-sst:e c~n place on this Lease shall not exceed 80% of Lcsseei:; Equity or such lesser o.m<H1n1 which a prudt.,-nf mstitutionai mortgage !cmkr will l~nd to Lessee, 
	1 

	(2} Purposes. The purpos~ ofthe mortgag¢ shall be 1:imited to; 
	(a) 
	(a) 
	(a) 
	(a) 
	New con:sttUction or repair, replacement or improvement of L~sseets p-rincipa) re~idence on the demised pn:mises; 

	(o) Div8Smed agricultural a~tivities on. the dffltised premises, 

	(3) 
	(3) 
	Mortgage Lender. The mortgage loan is made by a recognized mortgage lending institution. 


	If the mortgage or security il;tterest is held by a recognized futanc:ial lending institutiou. as mortgagee.. .such consent m.ay extend to initiating foreclosure on the improvements and lerusehoid thereby secured. Such mortgagee or secured party may removt; 'the existing i:rn:prov~ent secured by the mortgage OT se-curicy agreement or self the improvement to another person subject to all ofthe term~ of mis Lease, includin.g the use restrictions set forth above in paragraph &. The interest of the mongagcee or
	great.tr 
	11
	1 
	Veter.ms 

	21, DEFEASANCE. This demise is upon this condition\ that ifLessee shall faH 10 pay said rent or any part thereof withm 60 days after the same becomes due. whether the .same shall er shall not have been legally denm:ndcd; or shall fan to observe {)r perform faith::fuUy any of the other covenants or agreements hernjn contained and on the part of Lessoo to be observed and perfo:mied and :such defauh shalt continue for 60 days after wrinen notice thereof given to 1..~soe or mailed to Lessee's iast known address
	actiQ'.11 

	22. PROTECTION OF MORTGAGEE. During the existence of any mortgage of this L1:c1se, Lessor wm not tenninate mil; Lease because of any default by Lessee hereumic.-rJr other cause whatsoever if. witbin a peria-d of 60 days after Lessor has mailed wrctten notice of intention to terminate this lease: for such causi:? to tbc m.on:gagee at its last kn'OWTI address ru1d a!so. if so.ch mongage is insured by the Department of Housing aod Urban: Development er Department of Agriculture -F.armers Home Admints.tration o
	EXHIBITC 
	perlbnnance of any obligation of Lessee men in default hereunder other than paym~t. of money shali ~c 
	extended by the time Tcasonabl:y neo.essruy to <:omplete such performance with due d.tbgcnce. Ownershw by or 
	tot th.e same person of both the fee and leasehold estates. msaid premisc:s sJ-ialt not effect the merger thereof 
	without the prior writw:n c~t of any :rnottgagec to such merger. 
	23. 
	23. 
	23. 
	EXT.ENSlON OF TIME. That n{'.)t'Withstanding any pmvision. contained herein to the contrary, wherever appHcable., the Lessor may for gooo. cause shown,. allow additional time beyond the-time or times spr;c.ified herein to the L~see~ in which to compiy, observe and perform any of th(. tmns. conditions and coven.ants c.ontained herein. Any extension of time shall not be effective unless it is. in writing and signed by Lessor. 

	24. 
	24. 
	ACCEPTANCE OF R!-NT NOT A WAIVER Th.at the accepwiceof rent by the Lessor shan not be deemed a waiver of any breach by the Lessee of any t,erm, co~ant or condition of thls Lease, nor ofth.e Lessor's right to re--entry fo.r breach of covenant. nor ofth~ Lessor's right to declare ,astd enforce a fod'eiture for any such hreach, and the f.rulure ofthe Lessor to ins.fat upon strict performance of any such term. covenant or cooditwn, or to ~ercise any option herein confette,d,. in any one or more instances, shall


	ZS. BOUNDARY FENCES. If there are any Hvesrock on th~ demised pU:mises, th~ Lessee shs.U be solely responsible fur sec.uririg snch Jives.rock for the bealti4 safety ano. welfare of an persons. and propercy. If n,iquired by Lie:ssor or any governmental agency or depamnent or any court order or any public. safety officilll, the Lessee shall keep sueb livestock penned or corralled within a !itockproof fenced area whhin that if required by any Jaw. tltc Le~see shall install stock1Jroof fences along the ctuire o
	the demised premis.es~ provided 
	1

	26. PROTECTION OF FOREST, WATERSHED AREAS, ETC. Lessee shaH protect forests ..watershed areas> game management .areas, wildlife sanc:n.iaries'I' reservation of r3gbts~of-way and access to other public lands and prevent nuisances and waste in connection with Lessee's possession, occupancy and use of the dcmis~d premises. Lessee sh,dl take aH reasonah1e precautions to pr~vent forest fires thereon. and in the event such fires shaU occur, Lessee s:ha:11 use an reasonable means at Lc~ecs ~ommand or unrler Lessee
	1

	17. HAZARDOUS MATERfALS. Except for Hazardous Marerial iawfuHy permitted on the demi1,erl premises 1n cosrner.tion with the dire<::t participalion of diversified agriculrurnJ activities on the demised pr~mjses, Lessee s.han not cause or perrnir any Hazardoui. Ma:teriait as hereinafter defined, i'.O be brought upon. kept, or used in or about the <lem,sed -premises by Lessee. its agents, employees. contractors, or invit.e~s, or any holding under Lessee. Any Hazardous Matc:riaf lawfully pemiitted on the demise
	per:s.om 
	foder.a1, 

	If Lessee bri:a<:hes the obligations stated in this. paragraph 27+ entitled Hazatrlous M,·ueria'L or if 
	the presence of Hazardous Matertnl on the demised premises caused or perm:itted by Lessee results in 
	-contamination ofthe demis,ed premises-or other premises~ or if cootan,inatiru, ofsaid d~sed premises or other 
	premises by Hazardous Material othetwis~ OJ"Xort for which Lcss.ei; is )eplly liable: to Lessor for dama~c 
	resulting therefrom. then L:ssee shall indemnify? gefend and hold Le.ssor harmless from any and aU claims. 
	judgments, dam~sr penaltiesi falie?S~ costs,. liabilities or-losses (including~ without limitation. diminution in value 
	of,, dama_g~ for the loss or restriction. on use of, and muna.ges arising from any adverse imp.act on marketing of 
	oth-e:r premises, and sums paid :in settlement of daims, attorneys" fees> consuctam fees 
	said demised premis.es or 

	and ex.pert fees) whfoh arise during or after the lease term as a result ofsuch cootammation, This 
	indemnification of Lessor by Le:ssce includes aU reasonable cosu inc~ in connect.ion with any .investigation of 
	site conditions or any cleanup, remc:dial, removal, {)r restoration work required by any federal,. s:tate> or locat 
	gov~mmeruai agency or politit:al subdivision b-ecause ofHazsrdous Material presenr in the soil -or grcrunrl water 
	on ar under said demised premises or other premises, Without limiting the foregoing~ if the presenc~ of any 
	Haz2.I'dous: Material on said demised premises or other premises. caused or permitted by Lessee-results. in any 
	contamination of said demised premises or other premises,. Lessee sh.all. promptly take ali actions at its sole 
	e,;.pensc as ~~ neces~ary to remm the demised premises or other premises to the condition existing prior 10 th:e 
	introduction of any w.e:h Hazardous Material to the demised premises or other premises; provided that Lessor"'s 
	approval of such a~tions. shall first be obtaine~ whfoh approval sbaU not be unreawnably w:itbheJd so long as 
	such actions woufrl not potentially have any adverse effect on tbe demised premises or other premises. Lessee's. 
	representations, wammties and covenants contafoed in this paragraph sbalJ survive the term of thfa Lease. 
	However, Lesser wW indemnify and hold Lessee harmless fur any dmnages suffered by Lessee resu1ting from 
	ha.za::raous materials ex.po.sure caused by Lessor, 
	As used in this Lease, tile term '1-iazan:iom Maten.art means any hazardous or wxil.':: substan~e, material o:r waste which is or becomes regulated: by any local govermn~ntaf s:uthority, the State of Hawaii or the Un1tcd States Government. The term •rHa.zardous Material" includes.. without limitation, my matt:riA1 or substance that is (l} petroieum. (i:i) asbemos, {iii} de.dgnated as a •~mssubstance" pursuant to Sectio:o 3J 1 of the Federal Water Pollution Control Act (33 U.S.C. §1321), (iv) defint:d .as a 
	1
	1
	Stora.ge 

	l-8. COVENANT AGAINST OISCRlMINATlON. The use and enjoyment of the premises shaH nm be in support of any policy which .discriminates against anyone based upon race, creedsex. coiar, national origrn or physical handicap-. 
	1 

	29. INFRASTRUCTURE IMPROVEMENTS. Notwithstanding any provisit;m tn the crnurary. Less.or shaH be responsible to pay for the repair and mamtem~nce of the existing paved roads. water ranks a.nd m«in waterlines, catch basins and bridge and stream Hning below the bridge:, which Lessor caused to be cons.trucred in tb-e Waiahole Valley Agricu1turaI Park ~nd Residential Lots Subdivision until such time that ~ny of s.uch improvements are dedit:ated to a governmental agency or department. Provided th~t if any nnprov
	assessme.rn 

	_ 30. MISCELLANEOUS. The term "Lessor" and •Les.see•r herein, or any pronouns used m piace ~et~o!, shall mean aod include the masculine or fe,ninine, the singuia.r or p3ura] number, and joirttiy and s.eve:a~iy uuitvidual:.. firrn.s or corporations, and tht::ir a.nd eath of tlteir TCspr:c.11ve successors, executors. adm,mstrators and assigns. accordmg to the context h~reof 
	1

	31. LESSEE'S. WAIVER OF RIG.ID' TO PURCI!ABE FEE srMPLE INTEREST IN THE DEMtSED PREMISES. Lessor acquired tb.1: iand which comprises the Project) ;nclu.ding tl1e <Jemised premises, and caused certain capiEo.l improvements to be mltde Lo such Jand: in furtherance of the public policies set forth irL Hawaii Revised Stutut:cs Sec. {66~ 1 ~nd the puhlfo purp(1se of pr<Jvrdmg housin~ opportunities. Rel:iugni;cing the contribl)tions-<if the Shtte of Jir.nvaH to {!any QU( suc.h pu.h1ic policies and purpose in orde
	Notwithstanding. the foregi)ing, if .any !aw Qr court of compelcnt jurisdiction shaii detcrmin~ thui the waiver st:}f forth above 1n thi1'i paragraph 3 l sb.aH not be enforceable and shall allow the L<:ssc'..:, or £he Lcs~cc's su.cce:ssors or assign~, to purchase the fee shnp1c intCT-cst in the real property constituting the demi~ed premisM, the pttrcha:re price shttB be not leslct than the sum of the following: 
	{a) $24,763 :i,; 7.00% x number of yours from the dat~ o( this tease: to the date of closmg of the sak of 111¢ fee simple interest in 1he dcm~scd prr;mise.s~ p!us 
	(b) 
	(b) 
	(b) 
	The fo.ir ruarkct value or the foe simple inter~st 1.me11cumbc-red by this I..ct\sc; plus 

	(c) 
	(c) 
	AH of J.~ssor's a.ttnmeyi:l' fees and cos{s, indu<l1ug appraisal and other consuiranl fee!> arising out of the 1c.astHo-fcc simple oonverswn. 


	lZ. EXCEPTIONS TO LEASEHOLD TITLE Al\'D RIGHT OF QIJIET ENJOYMENT. Lessor is: not making any ex.preRS or impJic<l representation or wartanty to Lessee with respect to Lcssec..s leasehold right. title or i-nrerc~t in the <lemis-ed premises and right to quiet. enjoyment of the demised prcmis-c:i: ari:in1g out of •r in conn.:ction with. the following exc-c:ptions: 
	(:.i) Any facts, rights, interests or claims which are not shown by the public records but which could as;::ortaincd by im insrc'-'tion of the Jand of which the demised promjscs it a part or by ma>;ing inquiry of pers()ns in po!i~essfon thereof. 
	(b) An_v e.o.scmenls, claim of eawro.,ent or c:ucumhn.mces~ 'Whether ..:.!aimed by prescription, o.dverse possc~sfon or other.;vit;e. which r.re not. shown by ilie public records:. 
	{c) Any disnrcp~acies. i:wnf.licts ;n boundary tines, shortage on area, encroachmenb or any other fa-cts which a complcttt and c~cl boundary and improvement SW'\'~Y or ~rcheoiugica.i stndy \1.:oufd disclnsc> including without limitation trails, rights i;,1f way, historic property or sites and burfol sites:, a.nd ·Nhich .are not s:hown by the public records. 
	(d} An_y lien, or rig,ht to a lien, for sc:rviccs, 1abnr or material theretofore or bereafter fomish~d., impo~cd by fow and not shown by the public records. 
	(e) Claims Arising -0ut n.f nati,re Hawaiian rights customarily or traditforui.lly e:xt.".l'.Cised for subsislence~ cultural. rcHgi.ous, JICcess or gathering purposei;; t1S provided hy Jnw, including with.out limitation tbe t:,mstitution of the State Df1·fa.w~ii, Section i-l or 7-t Hawaii Revised Statutes or other statutory nr oase lnw o.f a similar nature. 
	33. AGREEMENT ABOUT PAYMENTS FOR •~ASTER" O.R iiBLANKE.T/1! LIABIUTY INSURANCE. If the Habilily insu-rooc.e,. ·which 15 required pursuant to Section l l above,, sfmH be o.vailrtb1c through a ''masivtor 4'1bfanketpolit1y nnd if Lessee in writing to be.: ~o,;ered by StlCb 'm,.a)>teror 'hlanhtpolicy, Lessee !lgrcci; a~ foliow$: 
	11 
	11 
	requ<;."$.ti:; 
	1
	1 
	1
	111 

	EXHIBITC 
	EXHIBIT A 
	(a) 
	(a) 
	(a) 
	Lesse.e s:haU pay to Lessor a prom.Ia shl:P'e, .as determined by Lessor. of the annual preIUium for such liability insurance upon tlie issuance trf this Lease to Lessee. 

	(b) 
	(b) 
	Lessee shaH pay to Lessor an additional sum tm or before the first day of .r-.acb and every month equal to 1112th of Lessee's prorat:a shar-e. as determined by Lessor, of the estimated annual premium for JiabUity insurance. Lessee sha:H not he entided to any inti:r~ on accaum: of any funds which Lessee shaH pay to Lessor a:; liability insurance premiums. 

	(c) 
	(c) 
	Lessor shall not nave any obligation, respollSibHity or liabinty to pay all or WlY pan of the premiums for such masteror "blanket ..~ liability paliey. If any lessee ofan agricuitural iot or r~sidcntial fot in the Wfliahole AgnculturaJ Park and Residential Lots Su.bdivi~ion shall mi~ refuse! or neg.lec.t to pay such l~ssee's prorata share of the: annual liability insurance premium, such: lessee's prorata share shall be prora~d among an lessees. Lessor may increase or dec~;ise the -estimated sum which Les,se
	11
	0 
	instn'ttl'i.ce 



	{d) ussor shall not h11ve any oblig;nion, responsibUhy or HabiUcy to find any new or replacem !!!flt umastefor T'bianket,,. liability insurance policy if any then emting ''mastcr-r' or ''bhm.kef"' IiabHity insurance sbaH ~ tennmatec.l canceled or not reneWed. If amr ''master'' or "b!ank.d:'liability insurance policy shaU be temiinated, canceied or not renewe~ Lessee shall be responsible for providing Le$~es own HabiHty insurance coverage: pursn:ant to the requirements under this Lease. 
	1
	1 

	{e) Lessor shaH not have any duty, :responsibility or liability fur damages or any oilier relief to a lessee or any third party with respect to the a:mcunt. cove.rage or polioy limits af any ··masteru or bfanket"' liability insuram:e. policy. Lessee may obtain any addidooal1 excess or umbrella m.surnnc:c for Lessee's be:nefit and protection. 
	4 
	HabiU.ty 

	(f) Lessor is not and shaH not be dee.med to be an insurer, co-insurer or indemnitor with respect ro any ,claim~ fiabiH:ty, damages of any kind or nature, including any damages. Lessor ima.U not be liable to Less,ee or any third party jf the coverage or poHcy limits of such Hmastcr'or •b}ankef"' Jisbmty insurance pm~cy shan nor cover in whofe or in part iIDJ particular loss or daim+ including the defense of any claim.. 
	1
	1

	(g} IfLesste shall fail> refuse or neg!e:ct to pay Le-ss~•s p.rorata share of the es6rnaccd an.nuat premium for Iiabifoy insuranc.e or any additional assessments for HahiHcy insurance premiums~ including any additiona) as~-:ssm-ents to pay the premiums of¢th-er lesse~s wbo shall have failed. refused or neglected to pay an or part o( t.heit prorata share of premimns for liability insnram::e .. Lessee shall be in rltfa:ult under this Lease. Any amount whr.ch Lessee shalt faUi refuse or to pay shall be:ar inte
	neglc.ct 
	0 

	"blatikef' Habrnty insurtU'tC.C policy. 
	Wai.ahole. A.gric:,3ltJJtll PMk and ll~dr:oti2! !....ou S:ubdivilir.::n i?,t:Sidcntfa.£ Lot Ground~~ 
	LESSOR: 
	APPROVED AS TO FORM: HOUSlliG FINANCE AND DEVELOPMENT CORPORATION 
	_/' ~ 
	By: ROY S, OSE.lRO lls: Executive Director 
	) ) s~. CITY AND COUNTY OF HONOLULU ) 
	-~ .·
	On this /4!-I day of :<'. •l 998) before me appenTed ROY.S. OSHIRO, to me per.3onaUy bown.~by the duly swam; did say th.at he is the Executive Director of HOUSJNG FINANCE AND DEVELOPM:ENT CORPORATION. a public body and s body ~rporatc and politic of the State af HawaH~ that the fore-going illstmme1ni WJi.s signed in be.haif of said corpoTation by authority of its Board of Directors; and sairl ROY S. OSHm.O acknowledged said insnume:nt to be the f:ree act and deed of said corporation. 
	Notary Pubhc., SteitE of Hawau 
	My commission expjres 
	-15EXHIBITC EXHIBIT A 
	-

	Wai.u,ole Agri-cttt:lltrsl Park mro Rcsfucmtfo.t Lofs. Suhmvii:i~n L.ot Growtd L..c:l!Se 
	R<'sids:nti.at 

	LESSEE: 

	vfJ-&rt:"~~ 
	vfJ-&rt:"~~ 
	lnola (}aye Kah1\Ya1m:ii Leko ' 
	STATE OF HAWAH } ss. CITY AND COUNTY Of HONOLULU } 
	On this /ifHJ dny of ~~ . l9_fJ_> befor~ me pt:rsonaHy appeured K:,thlccn ~Kt:kpi~~ Tra.cyLee Karu::mfoni Hoapili, nnd lnoce Gaye /f./1/(.,/J7--­Leleo, to me knowu t-0 be the p~'f~~fei~bc<l irr'n'h~ho execut,:<l the forcgoin~ ini;trumcnt and acknm.vlcdged that they c~ecuted the same zts their free tict and dcc~l 
	K.ahiwa}.wi 

	EXHIBIT"A" 
	The fol.lowing 1ot(s) as shown in File Plan No. 2052 recorded in the Bmeau of Conveyances ofthe State ofH.awaii situated on the westerly side of Kamehameha Highway between Land Court Application 70 and Land Court Application 134 I at Wa.iaholel Koolaupoko~ Oahu) Hawaii: 
	Lot No. Area (more or less) 47 12.,619 square feet 
	SUB.JECT TO all easements, rights ofway, rights of ingress and egress!' covenants., conditions, restrictions and reservations recorded in the Bureau ofConveyances and/or filed in the Office offhe Assistant Registrar of the Land Court of the Srate ofHawaii of record. 
	sm: c:\_dc:hJ\clEcms\lvfd~w4lliM~ !.doc; 95 Efl 3 Fili: .Phm No. 2052 Li,l Nll.6.°'! 
	EXHIBIT A 
	EXHIBIT A 
	1 hereby certify that this is a true copy from the records of the Bureau of Conveyances. 
	tll-~~ 
	tll-~~ 
	. Registrar of. Corwe ~ 
	Assistant Registrar, Land -Co'urf State of HawaH 
	-

	LAND COURT SYSTEM 
	Housing Finance and Dcvciopment Corporation 677 Queen Street -3rd Floor Honolulu. Hawaii 9681.l Attention: Roy S. Oshiro~ Executive 
	DireQ!.of 

	AGRICULTURAL LOT GROUND U:ASE 
	PROPERTY DBS~RtmON DOCUMENT NO. 
	DOCU'.MJ;NT NO. 
	TRAN~FER CERTlFfCATE. OF 
	Tril..ENO: 
	Land Court ( ) Reg1:1Iar ()c) Double ( ) 
	STATE OF HAWAII D~ARTMENT OF BUDGET AND FINANCE HOUSING FINANCE AND DEVELOPMENT COR:PORATlON 
	WAiAHOLE VALLEY AGRICULTURAL PARK A.Np RESIDENTIAL LOTS SUBDIVISION AND HOMESTEAD ROAD LAND 
	AGRICULTURAL LOT GROUND LE.ASE 
	THIS llIDENnJR.E: made this K day _of JCUtt jqqe,. • by and between· 
	HOUSING FINANCE AND DEVELOPMENT CORPORATION 
	a public body and t. body corporate and politic of the Stnte of Hawaii 67-:J Qut:en Strcc.t -3rd Floor Honolulu, Ha~ii 96813 
	EXHIBITD 
	Valentine Tuei.i:a andMildred Blanche Texeira.. husband and wife; and Va}dn.,d Jo-A.nt}e Souza, wife ofJohn Souza, Ill, all of whose residence and post office addn:u i, 45-246 Popoki Place, Kaneohe, Ha.waii 96744, 
	as (check applicable box) 
	( ) tenant.$ by tho entirety ( ) tenants in common 
	(X) as joint tcaao.t.r with full tights: of survivors.hip { ) u tenant in severalty 
	. · The demised ~mises a.re a pa.rt ofan agricultural park for which State ofHawaii land and fu.rub were used to meet the goal& and objectives stated in Htl.WZlii R,evisl::d St.l1tutes C-HRS") Soc. 166-1. At lean one of the penon(a) wito is the.~ lUUSl be a "famier-as l:hitt term is defined in the Master DCC&R.s identified and incorporated into the Memorm,.dmn ofDeclaration and Covenants. Com:litions a.nd Restrictions »et forth in this Lea:ee. 
	I.n this Leue. th.ti pctiOn wl;o que:lifies as the "'fiumefl is: Valentine Texeua 
	-z-
	EXHIBITD 
	EXHIBIT A 
	,, 
	.

	.: 
	WITNESSETH: 
	That I.en:or. ia com;idenstion of the rent hercin.a.fte:r re£{:rved and the heroin. contained and on the part ofLeuoe to be observed •nd perfon:ned. dOM hereby &uilie and lea.s-c unto Lessee and Lessee does hen::by accept and. rc:nt: AU thQl cer1.4in land de;.cribe<i in E:diibil •A• attnohed hereto and incorpons.tcd herein by rcfcn::noe•and ma.de • part of this ,.AS ts" and wilhoUl any express or implied wammtie11: of habitAbility or fitncsi; for any pnticular purpose Rn;.cl Jubject 10 aU rim incidental to 
	coven.a.nu: 
	Le:ns.e1 

	. SOBJECT hi nil cucments ~wn on the map (if' :any) hereto .attached or ab,o,,-e referred to, and n::i=ving uato Le;so.r within ir:sid euemc:nts right1--of•WZY m,d tho right to g:nmt u, any publio utility or govemmenta1 authority .fi,2cq rlg.b1$--of-way ovu. acrnQ and under u..id cuement..& for lmu and other tncrmnimon fc~ilitics hnd appurtenmccs: for ele®icit;r~ i;u. telephone. wattr. ~wcr, dnainnge and 1imiliir public m-viee, and utflitio,. and the ri.,sht to enter (or mch pmposi,11: nnd to repair llUCh f
	s:tJB,TECT FURTHER to the foHowing: I) the Dccia.n:it.ion of Restrictive Coven.ants for Waiahote V1JJley ~uftmtl Park and RC'lidenti~l Lok And Hotnc:wmd Roru:l Lands~ dated September ts. 1995 and, recorded in the Bureau of Conv(':)'aac~ of the State ofHawaii n No.. 95-124908 IU"ldiar in the Office of the Registrar of the u,.nd Court of the St.Bte of Hawaii as Dotrun'l.elll No. 2262857 and note9 on Ccrti{icate of Title Nos. 380,204, 380,.205 an:,i 195,&98. incorp<3r:atcd by refen::ince: 2) the Fir-i.:t DocJa
	Pocw:ne.nt 
	Supplement.al 
	Suhdivisi.on 
	Janua.zy 

	RESE_a,VINC UNTO THE LESSOR. ITS SUCCESSORS A.ND ASSIGNS, THE FOLLOWING: 
	(l) All minerals. as hereinafter defined, in., on or under the demised premises and the right., on its. own behalf or through persons authorized by it, to·prospeci for. mine and remo'lc su.ch mincnds and to occupy and use ~ much of I.he surface of the ground as may be required for alt pu.rpc>!teR r~ronably ex.tending to the mining and removal of such minerals by nny mean. whal$0e-v¢t, incJuding strip mining. "'Mineral$",, u used herein, shall mean .my or aU oil, gas con!, phosphate, rodium. sulphur. iron. t
	TO HAVE AND TO HOLD the demised premises together with lhe rights. easements. 
	privileges :md appurtenances tbCTeunw belonging snd eppcrt.aining.. unto the Lessee for a term! Commencing on: Juno 30. 199& Ending on! · June 29. 2()S3 
	unles.'. sooner termitu1ted ai. hereinafter provided. Q1e Lessor reserving certain rights and interests and the Les-e~ yielding. and payin.g, to the Lessor iit the principal office of Lessor. an ~ual lease rent in the amQunt computed 11.od peyabie on th~ aa;es specified below, without notico or demand by the 
	Lesll'.or. 
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	EXHIBITD 
	• : t 
	... 

	ANNUAL LUSE RENT 
	Annua ue ua ercenaie e cnt Period Yea.rs Lu.Je Rent Formula. (of Le.s.see•g gross agricultural income derived from the demised premiaes f'or the preceding cnlendar year ending on December 31) 
	0 

	] -2· per aero or poruon Arm 
	wcrcoo 
	(Provi&a that if them is; any. Ielridcntial dwelling. inc{u.din,g Monthly: employe,,c•s quanem, on Che dombed p.mnises, the lUUIWll 'ba!c· lease rent for the first 7,,500 square fe-et shall be SS00.00.) 
	per acre, or portion then:of) 
	(Provided that if there u: any residential dweUing, including M:onth1y: employee•1 qu.arler$. on the demised pnmusea. the ann11:&l ba~ le&11e rent for the fit'!t 7.SOO squam f.eet sh.all bo iS00.00) 
	... 
	• To be negotiated. 
	*"' Le~'; signed State of Hawaii and Federal tax reruma shall be submitted with suoh payment and the Lessee shnU infonn. the Lessor of any governmental audits of Lessee's tax :retll.t'n$. · 
	LEASE RENT PAYMENTS 
	The Annual Base Lease Rent shall be ~id in. equal monthly installmenu in advance on. the first working day of each month. The Annual Percentage ~a$C\ Rent shall be paid in arteare no later than April 15 for the previous: calendar year: If the lea~ rent payable for any period or time mle~ than afull calendar year or other period of time. a.s the case may be, the tease rent for mch period of time shall be prorated. 
	C. Renegotiation of Annual Bue Leue Real and Annual l>ercmb&ge Leue Rent. One yenr prior to the expiration ofFspeetive Lease Periods 2 and 3. Le~sor an~ Lessee shall begin renegotiations regrm:ling the new annual leru.o rent for~spootive Lea= Periods 3 G.Ud 4. In dt:termining the annual fea.se rent for re$peCUve .Leue Perl~ 3 and -4, th~ following facton may be considered: 
	{l) The fair rental value of the demiaed premises based on the use of the demised premises · for residential and agricultural wie1 exclusive of crop.t the£'1on and improv.ements that Lessee has installed. ereoted. oonsttucted, or otherwii;,, placed on the demised premises or crops and impmv~ents that were installed, enoted. const.Iucted or otbcrwil!le placed on the demised premises by a prior occupant of the demised premises. 
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	EXHIBITD 
	(2) 
	(2) 
	(2) 
	The historical productivity nnd profitability of Lci;.30!'s forming opcrstions. 

	(3) 
	(3) 
	Other f,u:::tot:1 rMY al10 be considered. 


	The Ann.ml Baao Lcaao Rent and Annum Percentage Lease Rent embiiihed by renegotiation for Lease l?enock 3 and '4. respectively, s:baU not bo less tlum the rental amount established for Lease Periods 2 and 3, rc'Spectively. 
	In the event Lessor end Lessee are unablo to agree on the fair rental value of the ~mised premises for Lu.se Periods 3 and/or 4, te3PCctively, wcty (60) day1 ptior to I.he expiration of Lease Periods 2 and/or l. respectively. Le&SOr and L~ shall wbmit the~ of the: fair rental value of the ·dem,isoo. premises to mediation in a~rdsnce with spplicab1e rul.es of midiation of the American Arbitration Association. 
	Jf L.essor and Lessee a.re not able to dotormin1:1 tho it6U.e of thee f1tir rental the denwed premisei: by mediation,:elther Lessor or Less.oe may give to the other wriuen notice of.a &sin, t:o hllve the wuc of the fair rental nluo. ofthe demi.sod premisei. l'Cttled by nibitmtion in ~nee with the applicable mlca of th~ American Afbitra.tion Atiloei11tion. Judgment upon the a.wud renderc,d by the m'bitrator(r.) may be cntc::rcxi in 11.ny court having juric:diotion thereof. 
	value.of 

	In a.ll Cll.iet of mediation or arbitn?tfon. Lessor and Lessee snail each pay 1he expense of their own attorneys\ appra:isw"s and wimei3 foes, Alt other expense,; ofsuch mediation and arbitration &hall be divided eqtlilily between Leuor zi.nd Lc;s~e. 
	If and whenever the fixing of such rental value is under mediation or arbitration, Le!!:S-ee, pending tho determination thereof, sha.U .cootim.1.c, to J>{IY the same Jenne rent which Les.-see had been paying during;the immediately preceding leaao rent period and shall pay the deficiency. if IUlY, within th.irty (30) days of the mccessful oonclurion of the mediation or arb'itrn.t.ion proceedings, as the tfl.50 may be, 
	AND LESSOR. hereby covenants with Les.co that upon payoocnt of the rent as o.fores:aid and upoa observance and ~rformance of tho coven:u:ia by Lesiu.~:e hereinafter eonmined. Leu.ec shall peaceably hold ,md enjoy said pn:roitett for thci tel:m hen,by &mised without hindt;anco or interruption by Lessor or any other person or per.ono lawfully oliuming by. through or under it except u herein exp;n::s.sly provided. 
	1. PAYMENT OF RENT. Lessee will pay or cause to be paid said rent in lawful money of tho United Stat.es of America at the timei and in the m.a.nner afore8Sid. without any deduction and without any notice .or deman.d. at the office ofLessor or Le~r's duly designated agent 
	l. TAXES AND ASSESSMENTS. Lessee shall pay or cause ta he paid at least ten days · before the x:ame become delinquent all re.al property taxes m1d a:m:ssments: of ev,;ry descriptiotfto which. said premueg or any. p~ thereof or any improvementi thereon. or the Le!SOr or, Lessee in respect th~f. are now or may be aJ.Sessed or become liable. whether asse!lsed to or payable by Lessor or Lessee. except that such taxe~ sn.nU be prorated between Lessor and Lessee as of the dat.e:s of commencement and expiration re
	3. PAYMENT OF RATES AND OTHER CHARGES. Les.see win pay before tho snme become delinquent all elun:gas. dutie,. rates w::id other outgoings of every description to whlob s.a.id premi,ci. or any part thereof or any improvement thereon. or Lessor or Lessee in respe-ct thereof, nuiy during said tenn ho usie.saed or become liable for eleetricity. gaa, refuse collection, telephone, sewage disposal, water or any -other utilities or services, whether made by governmental authority or public or community service com
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	EXHIBITD 
	' 
	. 

	-· 
	4. 
	4. 
	4. 
	IMPROVEMENTS REQUIRED BY LAW. Les:tee will nt Lc:1:sco•s ov1tn expense during tho whole of said tenn. Jll.lll.:o, build. 1IL&int.ain tmd repair all fcncc:1. sewcn;, dniinf, roads. curbs, sid.ewalks and other area, '1ri:!ich may· he required by Ittw lo be rmsde, built. mttintained and repaired upon or irdjoi.ning or in connection with or for the use of the dcnused premises or any part 1:herenf. · 

	5. 
	5. 
	OBS:EllV A.NCE OF LAWS. Lessee wm a.t all time. du.ring ,mid tenn keep ~id preffli:..eg in a strictly clean and Pnitazy oondition and observe and perform all laWJ:, ordinances. rule£ an.d rcgu.Iattone now at b.ctelifter D.l.l!.d.c by any governmental a.uthority for the t:im~ being applicable to .said premise~ or my improvement thereon or mie thereof, Md aff ccting. 1:11.W premises, and will indemnify Le&SOr against :aU actions, :suits, dama.g~ and clainu by whom.soever bro~ o:r made by reason: of the nonobs
	covcna.nt



	'-. REPAIRS TO Il\l!PROVEMXNTB. Lu.s:ee wm. at Lesi.ee'! own ,expense, keop, repair and maintain aU buildingi. and impruve:ment.s now exis1l.llg or hereafter oonruu.c:ted or installed on the demised p.r,emises in. good·ordei-,·co~on--and repair.~wRable-wea.r...a:nd.tca.r ex<::epted. 
	7. INSPECTION. Les.see win ~nnit Lestor and Les:ror's: agents a.tall reasonable timei during said tcn:n to enter the dem.iRd premises and ex.amine th,c state of repak and condition thereof. and will rep.air a.ad :x:mi.k.c good a,U defecu requitt;d by the provi1doni or thit1 Leaui to be repaired by Lessee. within 90 ~yt; aft.er the giving of notice by Lessor or Lcssor'11 :a.gents.. 
	Les~r. tho County. or any •nti or rcp:rcsentstivea tJ,lereof sh.aJl have the right lo enter a.ud cros!S any portion ofthe demised Lmd for the pu.rpore of pe.cforr:n.ing any public or official dutios:; provided. 
	• however,. ~ the cx:eroise of :ru.cb righu. Lessor or fue County '.th.all not interfere U.f!n::.uomsbly with Less-ee•t use atld enjoyme:ot of the dCIJlised preatlsi:a, and sha1l not c.au.s.e injury or damage to the Le.!.sce's interest. 
	8. DIVE.RSI.FIED AGR!CULTURAL USE. L~e understands and &SJ"-:5 that the requin::m1mts of thi$ pll.tllgntph itli.all be s:Zifotly observed. 
	(a) Beginnfag no later than two (2) yeeni from the date of tliis Lease a.nd for the then remaining term of tbjs Leaiu:. Lessee, inolu.ding Lesiu,e'~ permitted su.ccesrors and 11S:sigris, must be a "fimn,or'" and per:romdly use and ope.rate the demised premises for divtrrsifie:d agricultural purpos-.:s. 
	The demised premi-ses roust remain in continuous cultivation except for the normal fallow period at n:squin:d. by PJl.andard agriculture practices. If Lessee is prevented from maintnining: th.e demii.:ed premises in e<>o.tinuous cultivation because of the occurrence of an "act of God", suoh DS a hurricane. drought or other cal:46trophc, which is beyond Lessee's control, Lesse¢ may request Lessor to grant Les.see ff. re11sonabJc extension which shnll not exceed 6 months to comply with such requirnment 
	(b) During the: term of this Leaae, Less.ee may use a contiguous area of up to 
	7.500 squue feet for residential purpo!!e~ as an accessory use to ·the priiruuy diYers:ified agticu.Itural use of the demised premises subject t.o the following conditions: . · . . 
	0) . Lessee may place, maintain or ttUow on the 'demised premise:s ooJy one sin8lc-family dwelling. (e1eclusivo of ontbutlding.s) within suo~ residential area;. 
	(2) 
	(2) 
	(2) 
	Le~ must use such singte~f amity dweUing only as Lessee's: principal dwelling. For purpose, of determining whether Lew:e is in oompli.ance with this requiremeot. Lessee oan only have one principal dwelling; l1Il<l 

	(3) 
	(3) 
	The remaining a.re.a of the demised pi,::miscs mu.st be used for diversified ug.ricultunl putpo$CS, which may include employee quarters and aocessozy structures, in l'lccordimce · with the Leas-e, the Master DCC&R.s. and the Memorandum. of Declaration ·of Covewmu:-~ Conditions and. Restrictions. 


	Lcrnsee agrees. thsl Less-ee. wilt be in defnult of this Leas.i, and !hi:. Lea~ ~hall be termionted in accordance with the term, hereof if Lessee does not strictly comply with ·the ahoye c.ondition!S. 
	{c) The ramng of arry animAls in connection with a foedlot ope.ration is absolutely . Thi!! reicillg of mi.l:n.alr wll be pennitterl OT allowed ru'(:,ject to the following: 
	prohibit.ed

	{l) · Lessee tbaU observe all appi~blc Federal.. State of Hawaii or City and County ofHonolulu la.ws. ordinllnces, codes or regulati011s; 
	(2) Lcu;ee wall be fully respontible for su.ch animnh:: ltod 
	. (3) Sui;b. ruumab. sfwt not p~a threat or agrioultuni:l wtiv:itit:ur; that are being: conduoted in tho lands covered by md desicribed in the Declaration ittached hcroto tu. Exhibit '"B• and inoo.rporatcd by n,fenmo.e. 
	threat.en the diversified 

	. . (d) If there is auy conflict betwc:m the t;,rms of the Dee!11tAtiO!J And this Leas:e. the terms ofthe Deolaration slutll oontrot . . . . 
	. 

	,. · BOND. Leli$Qe will before -c-ommc:uciag oon.s:t.ruction of.my improvement on the 
	demised depo.it with LeiiOf a bond or certificate thereof n.q.ming. Leffor u an obligeo. in a penal ~1 
	pn::mi..ea. 

	not le~ thml. 100% of tho co.rt. of :rueh oonstroction and with'a resp,om:tole cotjxmtttt wnsty (or with L~ssor'~ 
	written approval. a. TC1rp,cms:iblc mauirizu house) au.!horized to do business in Hawaµ~ gu.muiteeing the compfoti_on 
	ofsw:b. con.rtro:etioa free and clear of.all me,c.h,mic.s,tmd mzrteriahrum~ liem. Io f4c cme of an owncr--buil&r. 
	1 

	~may request. Le,$l$0r'I eon&ent to waive all or a part of the bond required hereby provided that Ui5ee mall 
	furnish 1o Lessor ndequat.e a~o that Louco can. oomplote tho improvem:CJ:l,!:.! lien free, 
	10. SETBACK LJNES, Le~ will obtcrve my setback line• affecting the demised premises. and will not exeot. place or maintain e.ay or structure vmat.soevcr except approv~d fcnttes or welts a.ny street boundiuy of the ddnised premises arul the zc1 lutck !ino Along such boundiuy. 
	build.mg 
	hetwe.en 

	41. · INSURANCE. Lessoo will at Lell$C(lt own expenst:1 11t all timeli during said tenn keep all buildings: now or hereafter e::reeted on tho demi$ed land ~againE't loss or da.inAge by fire with extended in a n:.t:po,u.ible ummmoe QOmp.!!:ll)' authorized to do bus.ines:s in Ihwaii. in an .amount n near as practicable to the replacement cost thereof., in thti joint names of Lessor. Lessee and mortgagee (i! my) a~ their interests mt.ty Dppecr. payablo in c.nge of loS;S to t.he mortgagee {if any) or in the abs
	1
	covoni.gc 

	-Lets0r and Lessee u their intcn::gtJ. may a~r, :md will pay an wben due and from time to timo on request therefor deposit with Lessor a true copy or pertifi.oate of such current policy. and llllY money derived therefrom in case of loss :shalt be held in trust in Hawaii and be immediately available to a.nd used. as soon as rea$Qn<4bly possible by Lessee for rebuilding. repairing or otl1erwise reinstating the same buildings in a good nnd 5'Ubstantfol m.acme:r according to the: plAll. and olev..etion of the b
	pn:miums there.on 
	im.ura.Me 
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	dwelling :;hall be dCitroyed by my ea..aa.fty Jlt rmy time during said temi. ifsucl1 ~1het'ecfw.ll ~ prevented by law, Lessee msy at his option caru:;el thh U,';UO; by giving written~ ~fto Lessor at any 
	. fup.o thereafter on condition that Le:s:sce dwl bcfure such canccUmtlO bcocrmcs elf~remove all remaiJis of the damaged~ Md pay to~·all rent thtm accroedhcrean.dcc and tllXCCfor the mil~yur., ~ upon cnbm-m.c:h wi-ceUation irdl ~~mallbe payah1c to and be tiie ptol)ertY of~and mortgl!gce {ifmy) as 1heir ~may appe..u; ptmi.ded, fmtber11 ti:m dmiDg such period u the Department of Housing ffld Urban Doitdopmmt °" Vete.ram ~allown tb1I Lease all prav.isiam of1hk lease requiring ~and res:tor1!¢foo ofbuildi:np whi
	.adaliniml:ion rh.a.U promptly iemove All xemlins ofuy dm1agod bu.ildinp not ~in ~with said provisions. 
	Addili0tl,3lly~ Lessee will, at Lessee's owp ex:peme at all times dming the~ ofthu Lease. obtzrin rca.sooable liability insunmcc from my fu!lmmec company or ~C$·whieh is licemcd and authorized to engage. in. the ~of~l.n Hawail naming Lcaeo as the l'l.lZllCd m.mred mui Lessor s.s. an a.dcliticmal insured mu! ·im;Q:tmg both against .and from any and all claims,~ or .uits b-propc::rty damage. personal arising out o~ relating to or proximlltb!y c,.wsed f1y tho ~ mainb:lmmcc:t op,:,.tmon and control by ~eofthe d
	injury.or death 

	ll. COST OF LITIGATION. 1n ease tM ~without any fiwlt on Lessors p~ be made a party to any litig.a:tion commeneed by or against the Le,see (other 1hm condrmJJarion the Lessee shall and win pay.all costs and e~im:urre:d tmd imposed on~ Lcuor tillt me awuded to Less:ot­by the court.. Furthermore., the~$baJI and. will pay all costs and ~whiqi may be incum:d by ar paid by the Lessor in enforcing the covt.rumts and agrcemcuu ofthis Lease, in n:coverlcg po$SCSSion Qf tho premises or-mthe coUection of ~elio.qu.ent
	Le.::.or 
	proceedmg.s1 
	demis.cd 

	13. INDEMNITY. Lessee will indemnify and bald Lessor hannleS5 against all cl:Qims and demands for Joss or damage., inc1udlo:g property dab:inge1 pmonal injmy and wrongful dcat:h.. m:uing out of or in connection with the use or o<::cupaney ofsaid pre:moo by ~oc any other pe:rnon claiming by, through or under Lessee, or any accident or tire on said premises, or my nuisance made: or mffered thereon., ·or any fajiure by Lessee to k~p said premises in a we condition,. and wifl reimbune Lessor for all of L~S; cos
	t4. CONSTRUCTION OF IMPROVEMENTS. Le:ssee shall not at any time construct,. place, locate. maintain and install on said premises :my ne:w prior review ofLessor mid upon such site Joeatlon conditions u Lessor may impose. Prov~ however, that upon application to Lessor and subject to Les$or's: npproval, ~may construct a permanent foundaµoo upon which a house, building. or other structure is to be placed or constructed upmr the exp~ss condition that the foundation shaU be demolished and removed in the event tha
	house, building. structure.or improvementwithoot the 

	I5_ WASTE AND UNLA.WFUL USE. Lessee wm not make or sttffer imy mip OT was11! or unlawful. improper or offensive use of the demised, pmnisei or use the demised premises for or in comiection with the cultivation. mnnufacrure, $8.le. ~eor keeping for tale or barter of My plants o.r plant produ-cts., which the eµltivation ofwhich is prohibited by any County. Stiirte. or Fedc:;r,,l laws. :narcotics or alcoholic beverages or 
	obli?UOWf hc:rctmdcr, including those ;a;ct forth abovo in pru:agraph 8, as the origimd Le~ subject ta the following condition:t:
	. -and 
	-

	(l) 
	(l) 
	(l) 
	· Noiice and Ce.rtifi«:«tililtll. Lessor; malt notify Lessor of eny proposed usignment of this Lefiu. Leuee and the proposed a.uignce: ahJ.U (1) provide 1...enor with full infornution about the propoi.-ed a~t~ (ii) sign a.od deliver to Lcuot' alt documcnf.f. which. LeDOr shall require to .assure full coz:nplicnoo with Uu11-~ and the Deeb.ration, inoludillg a oertifiaation that the pro-po£:Cd auig:nee meets the qualifibations of e '"ftirmc:r"' 'Who it. 'cllgibio to be a lcu.ee under-this Lea.so. 

	(2) 
	(2) 
	Leuu'a: LinlJtd, Eqmty. L<:r.:a:ee un~ffl.d tmconditfonally ag.n::c:t fr!at Lcuee'• equity it>. this uiue nnd/or·thc improvenv:utla mid crop: on tiu: demised~,: •lull) not exceed the 


	•Lo$;$C.e•1t Equit;y"'. whloh is @fmod u 1he, fair ~rb:t vafu.e of Leue,e'J improvement:« &id cropr on the demued premi.Jes. 
	If Lessee mall seU .or ~ this Leas¢ for a o.onside:ration {whe!,hcr in aam or in kind) in .e:X:o.e$$ of Lessee', Equity. the excets 5hJl} belong to a.n.d be paid i.n oimh immediately to Lcuor. Leuec &md LC$1;Ce'sS Alit.ignec. lhttU hti jointly and ~eniUy liable for the payment of .ucli exec~ consideration to Leuor. · · · · 
	(J} in Interest Evezy s:ucceiwr or a,s::ignee must meet the elig.ib'i!ity requ.iremenu to bo a 1~Wlde:r thi, Le4se and Jhall pay and perffflII! all of the obligations undar thit Leas:c, including tho~ set forth above in pantgrnpb 8. ff a ~ror a~gnec shall not meet tho eligibility requ.iremonu or shall not pay end perfomi all of the ohli(f'ltionx tl.tlCL,r thi.t Lc:uo. incl~ 'those set forth nbovc 
	Sncc=s.on 

	· in pa.rag;111ph 8. tllil Lease wU be oe.n.celed and wch ~bror aui~ ~ :not be entitled to any cont;iq.,eration or compc:nution wlw.soever upon such llll.W:)CUati9'n. if the iru.t::ce£:Sar or assignee w.ail Eucceed to Les~'-!' interest M tho rcrult of the dca1h of Le!W!e -md ifmch £UOO-eBROr or .as:sig:n.ee wll not meet the eligibility reqwrcmenu. to be a leace of tbii Leuc. ;u.ch 'SUCCei.sor or auignee shall lu:vc onr, year to afi:iign the Lease to apen.on who w.U meet thl:I eligibility requirements o( bci
	P.tovid.ed., 

	(4) Sate qd_ Aulgnment; WHri Flnf Option. IfLessee wishes: to rel!. assign or otherwise tr.itmfer title to the 1:!trini~ premises or this Lease for: any ~ and for a consideration, Leuor shall have 1hc fir3t·option to purcb.asi:: the nme ~ nod olear of an cneumbnmces which Lessee 1Sh.tllf permitted · to attach to the Le.lt&\t\j and outstanding mortgages. for a price which s'hall not exceed the L-elfflee't Equity. ln alt evenrs. Lcss:ea ,ball not be cntitlc:d to i,.ny compensation wb.llt.roover for the lea:s.
	lf Le~r exercises th.is Cmst. option. the demi~ premises shall be free and clear of ~u mortgage liens un.d encumbmnces pJ.aced on the demised pn:mises or thls Lea.so by Lessee. including Les.see', pn:decesgors in interest; and, 
	(S) Sdc. Auipmc:nt'or Tra.nd'er· '1f Corporate Stncl( or Ofller Intereat In 
	• 
	• 
	• 
	Bttalnel.l Organi:J:at5on. Ifl..ew::e shall be a corpom.tion, partnen;hip. coopemti-ve or other buamelf.3 organization, any tnuufcr. sale. pledge .or olher disporiti~n cf the corporate s_t.ock. voting riglii,g or other interert in ~ch bmincss org:aniz,ation wn be dcm:aed a ule. imigmnent or tra:nsfer of tlUJ Lease 11n.d therefore prohibited without the er,pr~m: written cons-mt of Lessor, At all times during the tcnu of this 1..cue: lltld any extemion thereof. L.oi'.G<Jet a:grees that the pen.on, s pennitted
	includi.ng i.uch penion
	1


	•fanncr" 
	•fanncr" 
	,must qualify as a "'farmer' ~ that tenn is dtfmed in this Lea.se. Muter DCC&Rs,, and in the Memorandum of Dccwation of Coventtnts.. Conditions end Restrititions. in Oro.er for Lessu to hold this Lease snd . th.it such pen;on mUBt own EU least 75% o:r more of the stock, voting interest·or ol.her in~st·of the Lesa:e at the time of cxecutfon of th.ii Lea.SC ma during the. teml U:1SCQ .shall in(O'Oll Lessor of &ny· cbangei. in the composition' of ownership of ~w::e m.d obtsin Le-"Or't consent with E.U1Y of the
	thm::.ef. 
	respect.to 



	In all events, Lcs:see. including Lcnoe's mwceason. or assigns. cannot rent Of ;uhlet the whole or any portion ot I.be do~ premises llildcr any cin:umsumct:.s. · 
	If the dcm.i-sed premises described in Exhibit .,.A• attached hcrero and. incotp0rated. b'j referenee is eomprl~ of more than one ~lot. all of tho w.bdivided )olll; mall be considered one (t) lot for puxpo'" of this LeaJ.e~ Muter DCC&~. and the Memonmdwn ofDe"l.ara1.ion of C~:wenants.. Conditions. and Ra.striotion1 A mhdi:vidt:>d lot tha1~ i~ a ponion of the demised ~ no~ bo scpartttely or individwtlly t:ran.Jferable a.nd dutll not. be mid, tran1ferned <>r convaycd in my manner, whether by su.bleue~ eoncusi
	pre.mis.es

	·conveyance of a sob.divided lot comprising a. portion of a demised pn::IN$elr. shall be deemed to constitute a of lllI of the entire ~prerni.ses~ and 
	con.vey.1l.Me 

	• · (6) Pemdtted T-nmd'en. Tlu:i .following transfen .sb,&U be permit~d provided th.ct then; u no com:idcration for tho tramifer i:md' the Les:iCC noufic:.iLen:or and obtains Lcaror'"$ written comet1t priot to .ruoh mslcing any -w.ch tnmsfer: 
	(a) A transfer b'y devise. descent. er ope~tion of Jaw on ilie death of 11 joii:it tenant or ten.ant by the entirety~ 
	(b) A transfer to the ipow:e or ohildre:o of the Lcs:soe; 
	· (c) A transfer whereby Lu.sees; are muried n:nd on~ Lessee conveys; his/her leasehold right, titje and in!c:re:rt to the other as: a Jeault of .e. deeree of dissolution ofTn.1!U:riage, [egaJ ~r incident to a property ~ctt.lemeot agreement; or 
	:sepa.rnti.on. 

	(d) A tnu:afer to 1l'llit in whioh l,,essee is and rem.aim the primary benefioiaiy ttad continues to use the ~premiscw and which docs not rchite to « transfer of righ~ ·of occupancy in tho dcmis.:id premi11e,. · 
	an intem.vo, 

	B.. . Except as provided luirein, Lessee shall not mongage, hypothecatc or ·pledge a11 or any portion of the demised premise.i; or this Lceg without first notifying Leis:or and obtaining Leswr's written consent Any such mortgage, bypothccation or pledge without mch \Vrltten approval shall be null and void. 
	MiH'tp.ge

	Upon due notioe to and with the wrltten coni>Cnt ·or Le.s-sor. Lessee may mortgage this 
	..... ..., 
	~ssc: or any intm::st therein or oreate a security intcrc-..t. in the demised premi.!!es under the following conditions: 
	(!) Mortgage Loan .Am<1unt.. Tho aggregate amou.nt of all mortgages that Lessee can. placo on this Leue imll not ex<0eed 80% of Lessee's. Equity or such loss.er amount which n prudc:nl inrututional mo~g" lender will lend to Lessee. 
	{Z) Prn-po11es. The purpose: of 'the mortgage snall be limited to: 
	(s) 
	(s) 
	(s) 
	New corurtruetion or repair, replacement or improvement of Lewsee's principal :residence on the demi~d 
	premis.ci., 


	(b) 
	(b) 
	Now constructjon or repair. replacement or improvement of or1e employee's quarters on th~ demised premises: 


	(c) Diversified ugtieu!tural the demised premises. 
	activities.on 

	• ' >
	•t
	... 
	23. EXTENSION OF TIME.. Tha:t ~ErJ provision comamed herein to the contrary, wherever nppliCbhit; tho ~m.uy for good ea.use '1tawn,, allow additimw time beyond th~_titne or time, specified horcin to the Lessee. in Which to comply, ob=vc mi pcrfmm a.ay ofthe~ eonditions and ~oontaioed herein. Any extension. of time slmll not be effective u:n1ea. it is in writing and sig»ed by 
	~
	-

	:u. ACCEPl'ANCE OF RENT NOT A WAIVER. 'Ilm.the ~of rfflt by the Lessor .&hall not be deemed a waiver of my bn:aoh by the ~of any tum, ~ar cond.itio;i of this t.eue, nor oftfu: Lessor, right to n,..enny fur brc:acb. of coven.ant. nor of tho Lesors right to declan: and . enforce a fuzfeiuue fur any such btea~ mid tilt wium of the 1asorto imist npott strict pcmxmm:icc of any such tenn, or oondit:ion,, or to ~,my option. heteia com.«n:d,. ln my one m-more insta:m:e-. .dlall not be co~ed u a waiver er relinquisl
	coven.mt 

	25. 
	25. 
	25. 
	BOUNDAllY FENCES. If thca a:m miy livestock on the demised premises,, the Les:see dlaU be s:olely ~efur securing soch livestoclcfar the healtit.. Pfety mid wclw-e of all pusons and property. If roquired by wsor or any gowmmemal agency or dq,anmcnt or any comt orde:-or any public safety official. the Lcs!ee shall keep sad1 llvem,ck penntd or ama1Icd wlthin • stocl:::prooffcnccd area within the dcm.is:cd ~provided thzd-ifTCqtJ.ircd by !DY lawt the ~~ imtall ~o0ffences alcng the entire out.lide perimeter ofthe
	demi.s.ed 
	Sm.tut.es,, 


	26. 
	26. 
	PROTECI10N OF FOREST, WATERSHED AR.RAS, ETC. Lessee shall proteet forests. war.ershed ~.game management areas, wildlife sanctuari~ resemr.tlon ofrlghts-of.iwuy and acecss t.o other pubfic lmds and prevent nuisances and Wlite iri ·connectioo with Lessee's possession. occuptmcy mid n:sq of the demised p,emi$CS. Les:soe shalt take alt reasonable ~oru.to prevent forest fires thexeon., and in the event such fires shall occur, Lessee sftall use aU reasonable ~cans at Lessee's command or under Lessee•s control. to


	'27. HAZARDOUS MATERIALS. Except for Hazardous M:aterial lawfully pc-rmitted on the demised premises in eoimection with the direct p:,,rticipatioo of &versified agric:ultural iu:tMties on the demised premises,. Lessee shall not cause or permit any Han.rrlaw Matetial, .u hereinafter defined, to be hronght llp(ln, kept, or used in or about the demised premises by Lessee, its agents., ero.ploY¢s1 contractor.s.. or invit~ or any persons holding·undcr I...essee. Any Hazm-dous Material lnwfuUy pmnitted on the ~mi
	ff Lessee breaches. the obligations sm.ted in this paragraph 27, entitled Hazardous Material, or if !he presence of Hazardous Material on the demised premises: caused ar permitted by Lessee results in conmnin.ation of the demised premises or other premises, or if COllt1lminatioo of said demised prc:.mues or other premises by Hazardous Materiat otherwise OCCUI'$ for which Lessee is legally liable to Lessor for damage resulting therefrom. then Lessee shall indemnify, defend and hold Lessor hmm.less from any a
	-tJ.. 
	1 '°"'• ...... .,.
	".,!_ 
	damages, penaltiC$y fines, ~ li&hilliiei or 103teS (including. with~ limimtion. dim~ in ~ of: ~ for the loss or rc:stric:tiaa on m:e of; and ~Rimzg 1nm? -any ailvene impu:t-cm mad;cti:ng of"1d dcm~ ~or otu.r'premises, and a:mwi paid la ie.tttemm of c'l.amu,, attomcy.i;;" ~ cc,nmlt,mt fees and. expett foer) which misc dming ar after the:. l~tem::t as a n:sult ofIUd:t coomninatiao.. This indemnificaticm of~by Lessee incladcs all ~le~incurred in eoo.nectioo with any inv~of site t:on4,itiC10$ or: any cleanup,.~
	& used. in this Lease, the te:an "'l:htzm:dous Mati:rial"' m~any l1a:z:B.rdoug or toxic $Llbstmce, material or waste whic::h u ar becomas ,re~by aey local gove;mne:oml mtthority. 1he S1atl: of.Hz'l:wl1ii or the: United~ Govcmment. The tmn '.1w2rdaus Material• includes, without limi:f:ation.. e.ny mBU:rial or mmtance that ii (i) petroleum.,. {h1 as~(ill) designated u a ~subttmee"' pun:uant to Socdon. 3 JI ofthe FcdcmJ Wau:r Pollmion Control Aet (33 U.S.C. §1321), (iv) defined u a "nzardouswute"' pmsu.mt to S
	dcfiz:t.ed 

	U.S.C. §6991 et &eq. er (vii) my similar s.tatc or local law., oniin.anc=« regulations 'IJIJW or hereafter adopted, published and/or promlllgatcd pumlmlt thucto. 
	2S. COVENANT A.GA.INST DISCRIMINATION. The use and enjoymant of the premises shall not be in support ofmy policy whic:h disc:riminates against anyonl) based upon race. creed, sex, color. national origin or physical hmdicap. 
	29. 
	29. 
	29. 
	MAINTENANCE OF EXISTING INFRASTRUCIURE IMPRO~MENTS. Notw'ith.:standing any provision to the eont:rary. wso.r $hall be responsible to pay for the n:pair md majntenanc.e of the existing paved ro~ water tanks and main waterlines. c~tch basins mid bridge and stream lining below the bridge. which Less.or caused to be cxmst:itlctod mthe Waiahole Valley Park and Residential Lou. Sub(jivision until such. time tlu1t any of JiiUeh improvements are dedicated to n. governmental agency or departm?:UL Provided that if an
	Agrlcwtur.al 


	30. 
	30. 
	MISCELLANEOUS. Th.e teJm "Lessor< and 1YI.,essee" herein, or a.oy pn:1nouns l.!Se'.d in place thCleof. shall mean and include the masculine or femirun~ the singular or plural number~ and jointly and 1 firms or corporations. and their and each of their respective successors, executor.., administrators. md assigns, according to th.c: co~ hereo[ 
	severaHy individuals



	JJ. LESSEE'S WAIVER OF RIGHT TO PURCHASE FEE SIMPLE lNTEREsT IN THE DEMISED PREMISES (if applicabfe). Lesso!" acquired the land which comprisi:s tbe Project. including the demised premises~ and caused cc:ttnin capital improvements to ba made to $Uch land in furtbenmce of the public policies: set fonh in Hawaii Revised Statutes See. 166-·l and the public; purpose of providing housing opporruoities. Recognizing the oootributions ofthe State of Hawaii to c:any out such public policies and purpose in order to c
	-14
	-

	EXHIBJTD 
	i.ncludiD.g any su.ccessor md asslgn. now has or m.,y hc:reaftcr-hltvc or claim under any law to purcbase the fee 
	1at11p!e fntcn::st in wch ~
	-

	N~the foregoing.. if any law or eomt of ~juru;dictions:hall detemlinc that the wmvc::r sot forth aoovc mthis pa.ragraph 31 man not be c::nro~and man a11ow the Lessee., o.r the Les:sec'r. ~at ~pa.. t.o ~tber 6:c mnpfe interest in ti>e real propcny constitnti:ng the demised prem~ the price sm:11 bo not less than tho s.um of tho fullawing: 
	parch.ue 

	(a) An amount 'Of tlie t.crttl ~imptUvement CO£tS (roads,. dminage end clcc:ttical improvements) md water syr;tcm Improvements which the ~ap:mdcd ta dfl'olop tbo Project md which $hould be cl:mpd to tne ~by good a.c:cOWidog pm;tic; lt!i dc:trmnined by the LC$Sor who.e boob ilu.11 be prlma fac:ic. cvid~ of the ~ofmcb C01.1:$ X 7.00% X ~r:,fy,eatt, from. the date of~ Le1SSe to the date of.clomig ofthe ~le of the fi,; ilmplc m.te:rcst mtbs: dem'i!:ed pcc:miscs; plus · 
	{b) The Dir msiket value ofthe fee simple ~unencumbered by tiw; Lease; plus 
	(c) AU of ~.J~•f~ and~ including appraisal and other consultant fees a.rising out of the lease,.to-foo simple COD'VCl11.iOll. 
	32.. .EXCEPTIONS TO LEASEHOLD nn;E AND RIGHT OF QUIET ENJOYMENT. Les.Jw ii not mald.ng any~or hnplli:d ~or~to Lessee with~ to ~·,I~ldright, title Ol' intcte'st in the demised premis,es and right to quiet enjoyment of the demised premises arising out.of or in et>imectio.n with tha following exceptions: · 
	(a) Any ~ rights. ~or claim.i which are not .shOWD by the public re~ but which. could ho ascertained by an inspection of the land afwhlch the demised pn:m~ is a part or by mllking inquiry ofpenon.s in ~ion thereof: 
	{b) Any ea$CQI~ claim of easement w cocwnbrances.. whether claimed by pr.:sc:ription. adverse possession or ot:h:eiwis.e, which are not shown. by the public records.. 
	{c) Any discrepancies. confli~ in boundary lint:s,. shortage on area.. encroachments or any other facts which a complete and t:on-cct boundary and improvement survey or archeologfoat study woufd disclose, including without limitation trails, rl,gbts of way, hi~ric property or sites and burial sites, and which are not shown by the public records. 
	(d) 
	(d) 
	(d) 
	Any lien, or right to a Hen, for services, labor or material ther:=,tofore or h~fter furnished, imposed by Jaw and not mown by the: public records. 

	(e) 
	(e) 
	Claims wing oot ofn&:ive Hawaiian rights customarily or traditionatl;y exercised for suhsistence, cuirurat, religious. access ot gathering purposes as provide<i by law. including without til:nit:ation the Constinrt.ion ofthe State ofHa.waif, Section l~I or 7..1 Hawaii Revised Statutes or other si.annory or case law of a sim11ar nature. 


	33. AGREEMENT ABOUT PAYMENTS FOR "MASTER>T OR "'BLANKET"' LIABILITY INSURANCE.. lfthe liability insunn~ which ls required pumutnt to Seciion l I above. shall be available through a ~•mastcror 4-<blanket" policy Bl\d if Lessee requests in writing. to be J:Ovcred by such "ma.stet· or ..blanket" policy. Lessee u follows: 
	0 
	ag;re.es 

	. (a) Lessee shall pay to Lessor a prorata :share, as determined by Lessor. of the annual premium for such liabj}jty in.s:urance upon the issuance of t1:Li. Lease t.o Lessee. 
	(b} Lessee shall pay to Lessor an additional sum on or before the firn day of eacll and every 
	-15
	-

	:EXHIBITD 
	mootb equal to 1112th of~~, proz:ata 1iibztre, as Le.sar. of the estim.ated mnual pxemium for liability ~ ~&ball not h=I enmlcd to any ~on aceo1mt:of imy mndt which Lessee mall pay to Lessor as liabillfy pm:nimns. . ' 
	detenn.in,-..dby 
	i.nsumn.cc 

	{c) Lessor shall not have my obligation,. ~ilityor liability to pay all or my part of the~for i.1lcll ~or "bllnkef" lbf,ility imurJm,ce pollcy. 1!111.ny ~of m a¢culrorai lot or ~lat iri. tho WJWmole Agricu.tt:ur,al Pmi:: and RaidttttiaJ Lob Subdivkicm mall titil,. J:efme or n~glccno pay iuch 1essec•s pn:nm ~ ofthe -annu.aI liability ~~.um 1essee•1 pronta sbat'e wlt be p:rontcd among all ~ LeSSOT may increase or dec:reas.cthe cmmated ~ which Lessee has~to p:iy . for liability ~ . 
	(d) L=w mall not have rmy ob~on,. rcspomibility or liability to :find any new or replacement~~ or "'bWlket" liability~policy if I.DY them C1dst:mg ~or "'b~liability insutance shall be~canceled. or not renew¢d. If1lD)' ~Ot' "blmb;t' Iubilli,y hm.mmce policy shall be tcm1inau:d, c.mceled bl' not ~·.1.,.essee shall be :rc:spalW'ble for p,rovidmg Les.seets own liability 
	· insmancc ®vuage ~to the requ.f.n:ments under thlJ ~. 
	(e) 
	(e) 
	(e) 
	Lessor wll not have my duty, respon.dbility or liability for ~iior any other relief to a lessee or m'.l)' third parry with r=pectto the amount, coverage or policy l:.f:min. of my "mas:ter"' or-"bbuoo;t'' liability insma:nce policy. Lessee may ob!am my adclitioue1., excess or umbrella liability insurance fur Lessec·a benefit and protcdion. 

	(1) 
	(1) 
	Lessor i1 not and shall not be deemed to be an ~,co--i.nsun:r' er indcmrutor with respect to ~y claim, J.Wruify, Gllllftii:8 of.ny&d or natare, including any dm.Dages. Lessot' shal! n.ot be liabie to Lessee or 1tlY third pmy If the ~eor poJicy limit, ofsuch ~or "'blmk.et"' liability iJm.lrance polfcy sheµl not cover in whole or in part anypartictllM loss or claim, in.chu:ling the defense of my clzdm.. 


	· (g} ff Le:Mee: shall fail, refme or neglect to pay Lesse~, pronu:a share of tile e-r.tlmated 
	. annual premium for liabHity insurance or any additional ~=tufor liabiiity insurance premium~ including any additional ~m.ents to pay the pmnim:ns of dthci I~who sbaJI have fitiled. rctw:ed or neglctted to pay aU or part of their promta share of premiums for liability insurancef Lessee shall be in default under tnis Lease. · ~ny :amount which Lessee shaU fai~ refuse or neglect to pay sh.all bear inte:est at the simple annual rnte 0£: 12% until fully paid. The interest collected sbaU be applied to reduce th
	. annual premium for liabHity insurance or any additional ~=tufor liabiiity insurance premium~ including any additional ~m.ents to pay the pmnim:ns of dthci I~who sbaJI have fitiled. rctw:ed or neglctted to pay aU or part of their promta share of premiums for liability insurancef Lessee shall be in default under tnis Lease. · ~ny :amount which Lessee shaU fai~ refuse or neglect to pay sh.all bear inte:est at the simple annual rnte 0£: 12% until fully paid. The interest collected sbaU be applied to reduce th
	wahbo1o ~Pm:..u& ~Lot SuhdMt1oo 

	~Lot~.I..eiru 
	LESSOR: 
	APPROVED AS ro FORM: HOUSlNO Fn-lANCB AND DEVELOPMENT CORPORATION 
	By: ROY S. OSHIRO Iu! Ex.ocu.tlve Ditector 
	STATE OF HAWAll ) 
	) S$:. 
	CITY AND'COUNTY OF HONOLULU ) 
	On this ___d&y of *JW O1 t99& ,, 1998., b.eforo :me appea.rod ROY S. OSHIRO. to m.e ~·1::nown. who. being by me duly .s;wom. did say tha1 he ia the Executive ~rof HOUSING FINANCE AND DBVELOPMENT CORPORATION, a public body and a body oorporate and poli.tie of the Stat.et of!hwm; that tho foregr,ing imtrumon1 was sigMd in behalf of iaid oorpomtion by authority ofits Board of:Qireotors; and said ROYS, OSHIRO ac.lcnowledged said~bl be iliG fn,e act aDf{ deed of w.d corporation. 
	· L 5~·. 
	Nottuy Publ.fu. State of Ha.wan 
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	[§519-1] Lease renegotiations; calculation of rent; definition. (a) Whenever any agreement or document for the lease of private lands provides for the renegotiation of the rental amount or other recompense during the term of the lease and such renegotiated rental amount or other recompense is based, according to the terms of the lease, in whole or in part upon the fair market value of the land, or the value of the land as determined by its highest and best use, or words of similar import, such value, for th
	(b} The term nlease", "lease agreementn, or ndocumentn as used in this section, means a conveyance leasing privately-owned land by a fee simple owner as lessor, or by a lessee as sublessor, to any person, for a term exceeding five years, in 
	consideration of 
	consideration of 
	consideration of 
	a 
	return 
	of 
	rent 
	or 
	other 
	recompense. 
	[L 
	1969, 

	C 
	C 
	267, 
	§1] 

	TR
	§519-2 
	Residential leases of real property. 
	(a) 
	All 


	leases as defined by section 516-1, of residential lots, as defined by section 516-1, existing on June 2, 1975, or entered into thereafter, which provide for reopening of the contract for renegotiation of lease rent terms shall in the case of leases after June 2, 1975, provide the following, or in case of leases existing on ,.June 2, 1975, shall be construed in conformity with the following: 
	(l) 
	(l) 
	(l) 
	Such renegotiations shall not be scheduled more frequently than once every fifteen years~ provided the first ofsuch reopenings shall not be scheduled prior to the fifteenth year following the initial date ofthe lease; and 

	(2) 
	(2) 
	Upon renegotiation, the lease rent payable shall not exceed the amount derived by 0\VD.ers basisby four per cent. For purposes ofthis section, mvners basisn means the current fair market value of the lot, excluding onsite improvements, valued as ifthe fee title were unencumbered; less the lessee's share, if any, ofthe current replacement cost of providing existing offsite improvements attributable to the land, which replacement cost shall include an overhead and profit not exceeding twenty per cent ofthe cu
	multiplying the 
	11
	11 
	11
	1
	1
	improvements have been constructed or placed; and 
	11



	EXHIBITE 
	benefit ofoccupants of that lot, including but not limited to, dwelling units, garages, service buildings, stairs, walkways, driveways, walls, trees, shrubs~ landscaping, and pools. 
	(b) 
	(b) 
	(b) 
	In the event the parties to a lease are unable to achieve an agreement under any reopening provision, the Hawaii housing finance and development corporation or its designee shall arbitrate, and its findings shall be binding and conclusive on both parties. Arbitration proceedings under this subsection will be subject to the follm,I.ing requirements: 

	(1) 
	(1) 
	An advance deposit, wbich amount shall be determined by the corporation,, equal to projected expenses and fees ofthe corporation or its designee for arbitration proceedings shall be required and shall be paid equally by lessees and lessors. All additional expenses and fees incurred by the corporation or its designee while acting as the arbitrator shall be borne equally by lessees and lessors. These additional expenses and fees shall be subject to monthly billings or other arrangements which may be specified

	(2) 
	(2) 
	Failure on the part oflessees to comply with the provisions set forth in this subsection, including failure to make advance deposits or payments, shall result in forfeiture of any rights or remedies under this chapter for arbitration, and the lessees, sole rights and remedies shall be as provided in the lease document 

	(3) 
	(3) 
	Iflessors fail to comply with the provisions ofthis subsection, including failure to make advance deposits or payments, then arbitration proceedings under this chapter will cease and the lease rent shall be set at the most recent fixed lease rent. Upon compliance with the provisions of this chapter, the arbitration may proceed, with the determination ofthe new lease rent effective only from the date ofcompliance by the lessor. 

	(
	(
	4) Except as provided in paragraphs (b)(2) and (b)(3) above~ all new lease rents shall be effective as of the date of reopening. 


	For the purpose of this subsection, "arbitration proceedings" means the actual arbitration conducted by the corporation or its designee pursuant to a contract executed by and among the lessees, lessor, and the arbitrator detailing among other things, the following: description of properties involvedr time of performance, compensation, method of payment, settlement and other procedures, and termination. 
	(c) 
	(c) 
	(c) 
	Any covenant or provision of a lease in violation of this section, shall not be enforceable in any court in this State. 

	(d) 
	(d) 
	For the purpose of this section renegotiation shall not include negotiation for the determination of lease rental under section 516-66 arising out of an extension under section 


	EXHIBITE 
	EXHIBITE 
	516-65. [L 19751' c 185, §2 (2); am L 1976, c 2421' §5; am L 1979, 
	c 105, §49; am L 1984, c 191, §1; am L 1987, c 337, §16; am L 1988, c 104, §2; am L 1997, c 350, §14; am L 2005, c 196, §26(b); am L 2006, c 180, §16] 
	§519-3 Leases of real prope.rty by a cooperative housing corporation. {a) All leases, including subleases executed by a cooperative housing corporation as lessee, and all leases, including subleases acquired by a cooperative housing corporation by assignment, whether executed prior to or after June 12, 1982, which directly or by incorporation provide for reopening of the contract for renegotiation of lease rent terms, shall provide or be construed in conformity with the following: 
	(1) 
	(1) 
	(1) 
	Such renegotiations shall not be scheduled more frequently than once every ten years; provided that the first ofsuch reopenings shall not be scheduled prior to the fifteenth year follovt.ing the initial date of the lease; and 

	(2) 
	(2) 
	Upon renegotiation, the lease rent payable by a cooperative housing corporation as lessee, s basis" by the original percentage rate. 
	sublessee, or assignee shall not exceed the amount derived by multiplying the "owner
	1


	(b) 
	(b) 
	In the event the parties to a lease are unable to achieve an agreement under any reopening provision, the Hawaii housing finance and development corporation or its designee shall arbitrate, and its findings shall be binding and conclusive on both parties. Arbitration proceedings under this subsection will be subject to the following requirements: 

	(1) 
	(1) 
	An advance deposit, which amount shall be determined by the corporation, equal to projected expenses and fees ofthe corporation or its designee for arbitration proceedings shall be required and shall be paid equally by lessees and lessors. All additional expenses and fees incurred by the corporation or its designee while acting as the arbitrator shall be borne equally by lessees and lessors. These additional expenses and fees shall be subject to monthly billings or other arrangements which may be specified 

	(2) 
	(2) 
	Failure on the part oflessees to comply with the provisions ofthis subsection, including failure to make advance deposits or payments, shall result in forfeiture of any rights or remedies sole rights and remedies shall be as provided in the lease document. 
	under this chapter for arbitration, and the lessees
	1 


	(3) 
	(3) 
	Iflessors fail to comply with the provisions set forth in this subsection~ including failure to make advance deposits or payments:, then arbitration proceedings under this chapter will cease and lease rent shall be set at the most recent fixed lease rent. Upon compliance with the 


	EXHIBITE 
	provisions set forth in this chapter, the arbitration may proceed, with the determ.ination ofthe new lease rent effective only :from the date ofcompliance by the lessor. 
	(4) Except as set forth in paragraphs (b)(2) and (b)(3) above, all new lease rents shall be effoctive as ofthe date ofreopening. 
	For the purpose of this subsection, "arbitration proceedings" means the actual arbitration conducted by the corporation or its designee pursuant to a contract executed by and among the lessees, lessor, and the arbitrator detailing among other things, the following: description of properties involved, time of performance, compensation, method of payment, settlement and other procedures, and termination. 
	{c) Any covenant or provision of a lease in violation of this section shall not be enforceable in any court in this State. 
	(d) For purposes of this section: 
	ncooperative housing corporationn means a corporation: 
	(I) 
	(I) 
	(I) 
	Having only one class ofstock outstanding; 

	(2) 
	(2) 
	Each ofthe stockholders ofwhich is entitled, solely by reason ofthe shareholders ownership ofstock in the corporation, to occupy for dwelling purposes the dwelling unit in a building owned or leased by the corporation and situated on land leased by the corporation; 
	1


	(3) 
	(3) 
	No stockholder ofwhich is entitled, either conditionally or unconditionally, to receive any distribution not out ofearnings and profits ofthe corporation, except in a complete or partial liquidation ofthe corporation; and 

	(
	(
	4) Eighty per cent or more ofthe gross income for the taxable year in which the ta,xes and interest described in title 26 United States Code section 216(a) are paid or incurred is derived from tenant stockholders. 


	"Offsite improvements" means all physical improvements, including but not limited to roads, sewer lines, sewage treatment plants, and underground utility cables, constructed or placed in a subdivision or development off the land intended for occupancy, which improvements are to be used in common by occupants of all lands adjoining the improvements or by occupants of all lands for whose benefit the improvements have been constructed or placed. 
	means all physical improvements placed on a residential lot intended for occupancy, which improvements are for the benefit of occupants of that lot, 
	"Onsite improvements 
	11 


	EXHIBIT E 
	EXHIBIT E 
	including but not limited to dwelling units, garages, service buildings, stairs, walkways, driveways, walls, trees, shrubs, landscaping, and pools. 
	"Original percentage rate" means the percentage derived by dividing the annual lease rent established for the first fixed rent period under the lease by the fair market value of the land as of the first day of the first fixed rent period. 
	Owner's basisn means the value of the lessor's leased fee interest in the property that would apply if the interest were normally traded on an open market. The fair market value of the owner's basis shall be established to provide the lessor with just compensation for the lessor's interests in the lot and shall take into consideration every interest and equity of the lessee in establishing that market value. The value may be determined by any method that is normally used by qualified appraisers in establish
	11 

	[§519-4] Exemption for sustainable affordable developments. Not.withstanding any other law to the contrary, no lessee under a sustainable affordable lease as defined in section 516-1 and qualified. under section 516-202 may exercise the rights granted to a lessee under section 519-2. fL 2005, c 197, §4] 
	DEPARTMENT OF HUMAN SERVICES 
	Repeal of Chapter 15-177 and Adoption of Chapter 17-2015 Hawaii Administrative Rules 
	October 21, 2004 
	1. 
	1. 
	1. 
	Chapter 15-177 of Title 15, Hawaii Administrative Rules, is repealed. 

	2. 
	2. 
	Chapter 2015 of Title 17, Hawaii Administrative Rules, entitled nReal Property Lease Rent Renegotiations" is adopted. 


	/ 
	EXHIBITF' EXHIBIT A 
	HAvJAI I ADMINISTRATIVE RULES TITLE 15 DEPARTMENT OF BUSINESS, ECONOMIC DEVELOPMENT AND TOURISM SUBTITLE 14 
	HOUSING AND COMMUNITY DEVELOPMENT CORPORATION OF HAWAII CHJ:I..PTER 177 REAL PROPERTY LEASE RENT RENEGOTIATIONS Repealed 
	§§15-177-1 to 15-177-15 Repealed. [R NOV 15 2004 } 
	HAWAII ADMINISTRATIVE RULES 
	TITLE 17 
	DEPARTMENT OF HUMAN SERVICES 
	SUBTITLE 5 
	Hous'ING. A~b ebtJJMUNITY DEVELOPMENT CORPORATION OF HAWAII 
	CHAPTER 2015 
	REAL PROPERTY LEASE RENT RENEGOTIATIONS 
	Subchapter 1 General Provisions 
	§17-2015-1 Purpose and applicability §17-2015-2 Definitions 
	Subchapter 2 Lease Rent Renegotiations 
	§17-2015-11 Qualifying requirements for arbitration 
	of renegotiation of lease rent §17-2015-12 Request for arbitration §17-2015-13 Review of application and determination 
	of eligibility §17-2015-14 Selection and designation of an arbitrator and execution of contract §17-2015-15 Arbitration proceedings 
	Historical ~ote: Chapter 2015 of Title 17, Hawaii Administrative Rules, is based substantially upon Chapter 381 of Title 6, Hawaii Administrative Rules, [Eff 9/25/90; R 10/25/99], and Chapter 177 of Title 15, Hawaii Administrative Rules [Eff 10/25/99; 
	R Nov 15 2004 J 
	2015-1 
	EXHIBITF 
	EXHIBIT A 
	§17-2015
	-

	SUBCHAPTER 1 
	GENERAL PROVISIONS 
	§17-2015-1 Purpose and applicability. This chapter implements chapter 519, HRS, and applies to all residential leasehold lots and leases of ~eal property by cooperative housing corP.o_Iatiovs as defined in chapter S19, HRS. [Eff NuV lt.2004] 
	(Auth: HRS §§91-2; 201G-4) {Imp; HRS §§519-2, 519-3) 
	§17-2015-2 Definitions. Unless otherwise clear from the context or unless further defined in this chapter, the definition of rr1ease,u and nLot," in section 516-1, and definitions in chapter 519, HRS, shall apply to this chapter. In addition, as used in this chapter: 
	rrAdvance deposit" means an amount determined by the corporation, which shall be paid in advance and is to be applied to expenses and fees of the corporation or its designee for arbitration proceedings. 
	np;p;p,.,t~ means the A.'Tierican Arbitration Association, a private, public service, not-for profit organization offering dispute settlement services in a variety of industries and businesses. 
	•tcorporationn means the housing and community development corporation of Hawaii created under chapter 201G, Hawaii Revised Statutes. 
	''Executive D.irectorn means the executive director of the corporation or the executive director's designated representative. 
	«Group of lessees" means more than one lessee having leasehold interests in separate residential lots within the same development tract or cooperative housing corporation. 
	Group of lessors" means more than one lessor having fee ownership interest of residential lots in the same development tract or fee ownership interest in the land leased to a cooperative housing corporation. 
	11

	"Party" means a lessee or group of lessees or a 
	26 l 1 
	2015-2 
	EXHIBITF 
	EXHIBIT A 
	§17-2015-:l. 
	lessor or a group of lessors. 
	"Per diem raten means the daiJy rate which may be paid to an arbitrator for professfonal services in conducting arbitration proceedings for renegotiation of lease rent cases. The arbitration proceedings include services such as, but are not limited to, prehearing conferences, hearings, study of the positions and presentations of the parties, providing meeting facilities, field inspections of real property site(s), typing, reproduction, and preparation of award. Not included as part of the per diem rate are 
	"Renegotiations" means deliberations between a lessee and lessor for determining a new lease rent at the time theai~~pe is reopened as provided in chapter 519 ~ [Eff NUV 152004 } (Auth: HRS §20lG-4} 
	(Imp: HRS §§519-1, 519-2, 519-3) 
	SUBCHAPTER 2 
	LE.ASE RENT RENEGOTIATIONS 
	§17-2015-11 Qualifying requirements for arbitration of renegotiation of lease rent. All leases for residential leasehold lots and all leasesr including subleases executed or acquired by assignment by cooperative housing corporations shall be eligib1e and considered qualified for arbitration if the 
	2015-3 
	•2-6 l 1 
	EXHIBITF 
	§17-2015-12 
	criteria outlined in sections 519-2 or 519-3, HRS, are met. [Eff Nfly_ l ~ ) {Auth: HRS §201G-4) {Imp: HRS §§519-2, 5~"-9 3t 
	2004

	§17-2015-12 Request for arbitration. (a) When a lessee or group of lessees and a lessor or group of lessors cannot agree on a renegotiated lease rent and the lease meets the requirements for arbitration under chapter 519, HRS, either party may request the corporation to arbitrate the renegotiations of lease rent. The request for arbitration shall include the following: 
	{1) 
	{1) 
	{1) 
	Description of the property including its 

	TR
	location and 
	tax map 
	key number; 

	(2) 
	(2) 
	Name, 
	address, 
	and business 
	and home 

	TR
	telephone numbers, 
	as 
	appropriate, 
	of 
	each 

	TR
	party; 

	(3} 
	(3} 
	Name, 
	address, 
	and business and home 

	TR
	telephone numbers, 
	as 
	appropriate, 
	of 
	the 

	TR
	representative 
	(if any) 
	for each party; 

	(4} 
	(4} 
	Signature sheet 
	with 
	the signatures of the 

	TR
	party initiating the 
	request; 

	(5) 
	(5) 
	Copies 
	of 
	all 
	current 
	lease documents 

	TR
	applicable 
	to 
	the requested action, 
	and 
	if 

	TR
	applicable, 
	copies 
	of any 
	assignment 
	of 

	TR
	lease; 
	and 
	. 
	., 
	., 

	( 6) 
	( 6) 
	Negotiation documents 
	and 
	a 
	Yi·at:rative 

	TR
	statement 
	on 
	the 
	current 
	status 
	of 

	TR
	r~negotiations including the 
	last offers of 

	TR
	the parties, 
	if available. 

	(b) 
	(b) 
	The 
	party initiating the request for 


	arbitration shall submit its portion of the advance deposit with the filing of the request for arbitration. The responding party shall pay its share of the advance deposit upon notification from the corporation that the lease meets the criteria for arbitration as outlined ~n sections 519-2 or 519-3, HRS. The advance deposit shall be in the form of a cashier's or certified check or money order in the fallowing amounts; 
	2015-4 
	EXHIBIT I? 
	(1) 
	(1) 
	(1) 
	$1,200 per party participating in the arbitration proceedings for residential lots; or 

	(2) 
	(2) 
	$1,200 per coopera~ive housing corporation and lessor participating in the arbitra~ion proceedings. 


	(c) 
	(c) 
	(c) 
	If the request for arbitr~tion;~o~~,~ot meet the criteria for arbitration, the initiating party shall be entitled to a refund of the advance deposit and the responding party will not be required to pay its portion of the advance deposit. 

	(d) 
	(d) 
	If the request for arbitration meets the criteria for arbitration as outlined in sections 519-2 or 519-3, HRS, and if the parties have paid the advance deposit and the dispute is settled or withdrawn from arbitration before the contract for arbitration is executed among the parties and the arbitrator, or the contract is executed, but before arbitration proceedings commence, the full amount of s advance deposit shall be refunded. 
	each party 
	1 


	(e) 
	(e) 
	If the parties settle or withdraw their dispute from arbitration after the contract has been executed, but before the arbitration proceedings commence, the arbitrator shall be compensated with one-fourth of the per diem rate, the cost of which 


	shall be ~hared equally by the parti:~l-h\ :·!1,'j1e,/Pfi;yment 
	shall be deducted from the advance deposits made by the parties. The balance of the deposits is to be refunded to the parties in equal amounts. 
	{f) If the parties settle or withdraw their dispute from arbitration any time after the arbitration proceedings co1nmence and before the award is rendered, the arbitrator shall refund all of the unexpended portion of the advance deposit to the parties iD equal amounts. 
	(g) 
	(g) 
	(g) 
	Fees to cover the arbitration proceedings shall be set by the corporation at a per diem rate which shall be reviewed in conjunction with updating the master list of arbitrators to determine whether any adjustment in the rate amount is warranted. 

	(h) 
	(h) 
	All projected expenses and fees of the arbitration proceedings shall be borne equally by each 


	2015-5 
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	§17-2015-12 
	of the parties as prescribed in chapter 519, HRS, and this chapter. 
	{i) Failure by either parLy to pay their respective share of the advance deposit and costs of arbitration proceedings, as may be required, shall result in sanctions as set forth in chapter 519, HRS. [Eff NOV 1~ ZU04 } (Auth: HRS §201G-4) {Imp: HRS §§519-2,. 519-3) 
	§17-2015-13 Review of application and detemination of eligibility. (a) Not later than fifteen working days after receiving a request for arbitration, the administrator shall review the case to determine whether the lease for residential or cooperative housing corporation property satisfies the criteria outlined in sections 519-2 or 519-3, HRS, and this chapter, and the corporation shall notify each party of the corporation's determination. 
	(b) 
	(b) 
	(b) 
	If the corporation finds that the lease does not meet the criteria for arbitration" the corporation shall take no further action. 

	(c) 
	(c) 
	If the corporation determines that the lease does meet the criteria for arbitration, the corporation shall proceed to designate an arbitrator. 


	[Eff NOV 1 5 2004 J (Auth: HRS §201G-4) (Imp: HRS 
	§§519-2, 51:3-3} 
	§17-2015-14 Selection and designation of an arbitrator and execution of contract. (a) The corporation may appoint an arbitrator from the corporation's staff or may appoint a designee from the private sector to arbitrate the renegotiation of lease rent terms. 
	(b) The corporation shall establish a master list of all persons responding to solicitations for qualification statements who meet the requirements for an arbitrator, as set forth in subsection (c) to arbitrate renegotiation of lease rent cases. Additionally, the corporation shall update its master 
	2015-6 
	EXHIBITF 
	EXHIBIT A 
	list of qualified arbitrators each year or at acy other time deemed necessary by the corporation. 
	(cl The requirements for a person to act as an arbitrator to arbitrate renegotiation of lease rent cases shall be as follows: 
	(1) 
	(1) 
	(1) 
	A real estate appraiser who is certified by the State of Hawaii, 1,,:ith a minimum of three years of experience; and 

	(2) 
	(2) 
	At least one of the following: 


	(A) Successful completion of training in arbitration rules and procedures (conducted or sanctioned by the American Arbitration Association; 
	(BJ Admission to the panel of the .American Arbitration Association; or 
	(C) Performance as an arbitrator in rendering a decision in at least three real property arbitration cases; or 
	(3) A person mutually selected by both parties. 
	(d) 
	(d) 
	(d) 
	·rf \the: ~rr,oration decides to designate an arbitrator from the private sector, the corporation shall furnish each party with an identical list of up to seven qualified arbitrators from the corporation s master list of qualified arbitrators, and each party shall have the right to peremptorily cross off one name. Each party shall then rank the remaining names on the list in the order of preference and shall return the list to the corporation within ten days from the date of the referral for further conside
	1 


	(e) 
	(e) 
	The corporation shall review both lists to determine if there is a mutual choice by preference of the proposed arbitrators remaining on the lists. If there is a named arbitrator of mutua,l choice, that arbitrator shall be selected and appointed by the administrator., , ~, V 


	(f} If for some ·r·ea·son, the· preferred, mutual choice arbitrator is unable to accept the appointmentr the corporation shall select and appoint the next mutually ranked arbitrator by preference. If there 
	·2-6 .1 1 
	2015-7 

	EXHIBITF 
	§17-2015-14· 
	is no other mutually ranked choice by preference, the corporation shall make a selection and appointment from the remaining names on the list provided tot.he parties, and if for any reason an appointment cannoc be made from those arbitrators remaining on the 1ist provided to the parties, the corporation may appoint. an arbitrator without the referral of an additional list of arbitrators to either party. 
	(g) 
	(g) 
	(g) 
	(g) 
	Within ten calendar days after the selection and appointment of an arbitrator by the administrator, the corporation shall: 

	(1) 
	(1) 
	(1) 
	Notify each party and arbitrator; and 

	(2) 
	(2) 
	Request a written disclosure statement from the selected arbitrator. 



	(h) 
	(h) 
	If, after review of the arbitrator s disclosure statement, the parties have no objections to the selection based on the disclosure statement, the corporation shall prepare and forward the arbitration services contract to each farti and the arbitrator for execution. [Eff NOV 5 2u04 J 
	1 



	(Auth: HRS §201G-4) (Imp: HRS §§519-2, 519-3) 
	§17-2015-15 Arbitration proceedings. (a) The arbitrator shall pursue the arbitration of the renegotiations in accordance with the arbitration services contract and chapter 658A, HRS
	-

	{b) The arbitrator shall render an award, a copy of which the arbitrator shall send to each party and the corporation~ The award shall be completed not later than thirty days from the date of the last hearing. 
	{c) The corporation shall not participate in the arbitration proceedings where it has designated an arbitrator from the private sector to arbitrate the case, provided the corporation shall monitor the proceedings and may act as a resource in the arbitration. [E~f NOV 15 ,nnA J {Auth: HRS §201G-4) (Imp: HRS §§519-~, ~f§'.:t3; chapter 648) 
	2015-8 
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	DEPARTMENT OF HOMAN SERVICES 
	The repeal of chapter 15-177 and the adoption of chapter 17-2015, Hawaii Administrative Rules, on the Summary Page dated October 21, 2004, was adopted on October 21, 2004, following public hearings held on September 14, 2004r after public notice was given in the Honolulu Star-Bulletin, The Garden Isle, The Maui Times, West Hawaii Todayr and Hawaii Herald-Tribune newspapers on August 12, 2004. 
	The repeal and adoption shall take effect ten days after filing with the Office of the Lieutenant Governor. 





	tlJic9J 
	tlJic9J 
	CHARLES A. STED, Chairperson Housing and Community D~pment Corporation of ,,../4awai1.. 
	CJ~· 
	CJ~· 
	THEODORE E. LIO 
	Director of Business, Economic Development and Tourism 
	APPROVED AS TO FORM: 
	Governor State of Hawaii Date: NOV •3 208; 
	88 Oi~ 17-AON 170,. Filed 
	EXHIBITF 
	Waiahole-Waikane Community Association 
	Waiahole-Waikane Community Association 
	March 11 ,2021 
	Bruce Tsuchida Principal Planner TOWNSCAPE, INC. 900 Fart Street Mall, Suite 1160 Honolulu, HI 96813 
	Aloha Bruce, 
	Mahala for your email ofMonday, March 8, informing us ofthe November 7, 2021 expiration date pertaining to the Townscape-HHFDC contract as well as HHFDC's request for Townscape to forge ahead with the lease rent re-negotiation process. We are sony to hear that the contract cannot be renewed but understand the illiFDC's position given the revenue/tax shortfalls that the State ofHawaii is experiencing as a result ofthe pandemic. 
	The WWCA has made progress regarding the understanding of the lease rent re-negotiation process after discussions with Deeley King Pang & Van Etten (the "Law Firm"). We have shared and discussed these findings with members ofthe Waiahole-Waikane community over a series of Zoom calls. At this point in time, we believe that the next steps regarding the lease rent re-negotiation process is for community members to work towards regaining compliance (ifthey are currently out of compliance) and to think about how
	At this point we believe it best for the community ifTownscape could instead help us regarding issues related to our strnggling fanners. Specifically, we would appreciate the opportunity to work with Townscape regarding (in no particular order) how best to set up a Farmers Co-Op/Fiui; how best to build a Waiahole-Waikane brand; how best to organize/permit 
	a 
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	Page 2-Continue 
	farmers market; how best to transform fallow fields into producing agricultural farms, and how best to secure funding for farm or residential improvements. 
	Clearly we cannot address all ofthese topics that are outlined here and in our Community Strategic Plan. Therefore we would ask you first for guidance in selecting the ones that offer the greatest chance ofsuccess for completion given the Nov, 2021 timeframe and then focus on those topics. 
	We are currently in the process ofasking our fanners to prioritize the list. Please let us 
	know your thoughts on the above suggestions at your earliest convenience. We look forward to working with you and Lillie in the months ahead as the pandemic continues to abate and Covid-19·restrictions are lifted. 
	Mahalo Ke Akua, 
	~~ 
	Laurence Uyemura, WWCA President 
	Waiahole-Waikane Community Association 
	WAL~HOLE & W AIKANE Community Association, P.O. Box 6566, Kaneohe/llawaii 96744 I (808)239-7128 
	EXHIBITG 
	Waiahole Valley Agricultural Park an.d Residential Lots Subdivision Pro Forma Net Operating Loss 
	Revised 6/15/22 
	FY2020A FY 2021A Pro Forma 
	FY2020A FY 2021A Pro Forma 
	Average monthly residential lot base rent $ 119 
	Average monthly agricultural lot base rent $ JlO 
	Base rent, existing leases $ 144,528 $ 121,191 $ 124,089 (1) Annual percentage lease rent 812 5,143 7,94t (2) Lots 48 and 49 rent included above included above 21,600 (3) Water service income 15,599 19,240 l.16,723 (4) Other income 815 73,542 37,178 
	Total revenues $ 161,754 $ 219,115 $ 307,531 
	WWS operating and maintenance $ 286,718 $ 812,685 $ 286,718 (6) 
	Electricity sentice 35,320 42,319 38,820 (7) Other contracted expenses 163,738 1.50,980 157,359 Personnel not estimated not estimated 819,320 Administrative not estimated not estimated 124,079 (8) 
	Total. operating expenses not aEelicable not a:eelicable $ l,426,296 

	Net operating income (loss) not applicable not aeelicable (lps,76_4)
	Net operating income (loss) not applicable not aeelicable (lps,76_4)
	1

	;;,.$~=i,..,,m1= 

	Notes 
	Notes 
	l) 
	l) 
	l) 
	Based on in-place lease rents. 

	2) 
	2) 
	Average of annual collections from FY 2020 through FY 2022 YTD. 

	3) 
	3) 
	Assumes that the new lease to be issued through a Request for Proposals will generate revenue equal to the recently expired Right ofEntry. 

	4) 
	4) 
	Based on the new rate structure in proposed Hawaii Adrn.inistrative Rules Chapter 319. 

	5) 
	5) 
	Average ofannual collections from FY 2019 through FY 2021. 

	6) 
	6) 
	Based on FY 2020 expenses. Extraordinary expenses were incurred in FY 2021 due to WaiahoJe Water System damage sustained as a result ofthe March 2021 floods. 

	7) 
	7) 
	Average ofannual expenses from FY 2019 through FY 202 l. 

	8) 
	8) 
	Based on recent historical and estimated stafftime allocations. 


	SUMMARY OF TENTATIVE AGREEMENT REGARDING LEASE RENT RENEGOTIATIONS WITH 10 AGRICULTURAL-LOT LESSEES IDENTIFYING AS 

	MAHIAI OWAIAHOLE 
	MAHIAI OWAIAHOLE 
	Monthly Rent Lot Size No. of Current Initial Base Negotiated Multiple of Lessee and Lot No. {acres) Dwellings Base Rent Rent Offer Base Rent Current Rent 
	Clark (Lot 6) 4.032 $ 73.83 $ 488.00 $ 201.83 2.73 Miller (Lot 53) 5.558 86.55 572.00 227.26 2.63 Prudencio (Lot 58) 5.780 60.09 397.00 230.96 3.84 Reppuns; Hoe (Lot 78) 28.311 4 276.16 3.66 Jacobsen (Lot 81) 8.928 2 114.63 757.00 418.06 3.65 Ota (Lot 85) 3.779 71.72 474.00 197.61 2.76 Ignacio (Lot 111) 12.483 1 144.26 953.00 342.68 2.38 Bishop; Tom (Lot 127) 16.110 134.17 886.00 268.50 2.00 
	1,823.00 
	1,010.37 

	A. Reppun (Lot 128) 3.500 28.15 185.79 58.33 2.07 
	Kamalani (Lot 134) 2.543 61.43 405.44 177.01 2.88 Total/ Average 91.024 12 $$ $ 2.98 
	1,050.99 
	6,941.23 
	3,132.63 








