STATE OF HAWAII
DEPARTMENT OF AGRICULTURE
AGRICULTURAL RESOURCE MANAGEMENT DIVISION
HONOLULU, HAWAII 96814

October 26, 2021

Board of Agriculture
Honolulu, Hawaii

Subject: RESUBMITTAL REQUEST FOR ACCEPTANCE OF ANNUAL
LEASE RENTS AS DETERMINED BY INDEPENDENT APPRAISAL
FOR RENT REOPENINGS, LEASE CONVERSIONS, LEASE
EXTENSIONS, AND NEW LEASES FOR VARIOUS LOTS LOCATED
STATEWIDE; TMK NOS.: (1) 4-1-008:071, 072 por; (1) 4-1-018:049;
(1) 4-1-027:027; (1) 4-1-035:001, 002, 004, 005, 006, 007, 008, 009, 011,
013, 014; (2) 2-2-004:001, 002, 029, 031, 066; (2) 2-2-005:047, 053; (3)
2-2-056:027, 028, 029, 030, 032, 033, 034, 035, 036, 037, 038, 039, 040,
041, 042, 043, 044, 045; (3) 5-5-003:004, 005, 006, 5-5-005:001, 5-5-
006:002, 003, 004, 015; (3) 7-3-049:002, 003, 005, 007, 008, 009, 010,
011,012

Authority: Sections 166-9 and 166E-6, Hawaii Revised Statutes (HRS), and
Sections 4-153-3(b)(10) and 18, and Sections 4-158-2(a)(11) and 21,
Hawaii Administrative Rules (HAR)

Lease: Various listed in Exhibit “A”
Lessee: Various
Land Status: Properties set aside to the Department of Agriculture by various

Governor’s Executive Orders
Character of Use: Various

REMARKS:

Pursuant to the provisions of sections 4-153-3(b)(10) and 18, 4-158-2(a)(11) and 21, and
4-158-8(b)(1), HAR, the Board of Agriculture (Board) is required to establish and approve
annual lease rentals by independent appraisal for issuance of new leases, extensions of leases,
and reopenings of base and additional rentals for existing leases in the Agricultural Park and
Non-Agricultural Lands programs.

The Department of Agriculture contracted ACM Consultants, Inc. to determine the fair

market rents of various Agricultural Park and Non-Agricultural Park Lands leases for rents
reopened on various dates, lease conversions, and dispositions of new leases. ACM Consultants,
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Inc. recently completed the appraisal reports and the new lease rents are presented in the table
attached as Exhibit “A.”

Staff believes the new rental rates are fair and reflect the current market conditions for the
agricultural leases. Accordingly, staff recommends that the Board accept the new rental values as

determined by ACM Consultants, Inc.

RECOMMENDATION:

That the Board accept the fair market rentals for the various Agricultural Park and Non-
Agricultural Park Lands leases as listed in Exhibit “A.” The new rental rates will take effect upon
the stated rent reopening dates or upon issuance of a new lease, as may be appropriate for each
lease. Any reopened rental for which the current rate exceeds the appraised rate shall remain at
the current rate.

Respectfully submitted,
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BRIAN KAU, P.E.
Administrator & Chief Engineer
Agricultural Resource Management Division

ATTACHMENT: EXHIBIT “A”

APPROVED FOR SUBMISSION:

PHYLLIS SHIMABUKURO-GE{SER
Chairperson, Board of Agriculture




SUMMARY OF VALUE CONCLUSIONS
Board of Agriculture

Exhibit "A"

October 26, 2021

Appraised % Rent on
Gross | Fair Market Gross

Parcel TMK Lease No. Program Acres Rental Proceeds PURPOSE
ISLAND OF OAHU
(1) 4-1-008:071, 072 por | RP-7889 | Non-Ag Park 14.387| $22,313.00 1.5% conversion
(1) 4-1-018:049 RP-7713 | Non-Ag Park 0.800 $25.00 0.0% conversion
(1) 4-1-027:027 S-3768 | Non-Ag Park 6.836| $12,570.00 1.5% conversion
(1) 4-1-035:001 $-4922 Ag Park 11.432| $13,658.00 1.5% extension
(1) 4-1-035:002 $-4923 Ag Park 6.148( $9,608.00 1.5% extension
(1) 4-1-035:004 S-4925 Ag Park 10.171| $14,145.00 1.5% extension
(1) 4-1-035:005 S-4926 Ag Park 10.027| $12,713.00 1.5% extension
(1) 4-1-035:006 $-4927 Ag Park 10.209| $13,350.00 1.5% extension
(1) 4-1-035:007 $-4928 Ag Park 9.983| $12,735.00 1.5% extension
(1) 4-1-035:008 S-4929 Ag Park 10.052| $10,718.00 1.5% reopening
(1) 4-1-035:009 $-4930 Ag Park 9.250{ $14,550.00 1.5% extension
(1) 4-1-035:011 S-4932 Ag Park 7.289| $10,215.00 1.5% extension
(1) 4-1-035:013 $-4934 Ag Park 7.164| $9,473.00 1.5% extension
(1) 4-1-035:014 S-4935 Ag Park 4.665| $6,923.00 1.5% disposition
ISLAND OF MAUI
(2) 2-2-004:001 Non-Ag Park 22.000 $180.00 0.0% disposition
(2) 2-2-004:002 Non-Ag Park 13.000 $100.00 0.0% disposition
(2) 2-2-004:029 Non-Ag Park 20.980 $170.00 0.0% disposition
(2) 2-2-004.031 Non-Ag Park | 139.280| $1,120.00 0.0% disposition
(2) 2-2-004:066 Non-Ag Park | 149.030| $1,175.00 0.0% disposition
(2) 2-2-005:047 Non-Ag Park 19.100 $310.00 0.0% disposition
(2) 2-2-005:053 Non-Ag Park | 223.290| $1,790.00 0.0% disposition
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Exhibit "A"
SUMMARY OF VALUE CONCLUSIONS
Board of Agriculture October 26, 2021
Appraised % Rent on
Gross | Fair Market Gross
Parcel TMK Lease No. Program Acres Rental Proceeds PURPOSE
ISLAND OF HAWAII
(3) 2-2-056:027 S-4748 Ag Park 10.033| $4,100.00 1.5% reopening
(3) 2-2-056:028 S-4749 Ag Park 10.191| $4,120.00 1.5% reopening
(3) 2-2-056:029 S-4750 Ag Park 10.052| $4,110.00 1.5% reopening
(3) 2-2-056:030 S-4751 Ag Park 10.112f $4,120.00 1.5% reopening
(3) 2-2-056:032 S-4753 Ag Park 10.212] $4,120.00 1.5% reopening
(3) 2-2-056:033 S-4754 Ag Park 10.170| $4,120.00 1.5% disposition
(3) 2-2-056:034 S-4755 Ag Park 10.083| $4,110.00 1.5% reopening
(3) 2-2-056:035 S-4756 Ag Park 10.021| $4,090.00 1.5% reopening
(3) 2-2-056:036 S-4757 Ag Park 10.042| $4,100.00 1.5% reopening
(3) 2-2-056:037 S-4758 Ag Park 20.065] $5,510.00 1.5% reopening
(3) 2-2-056:038 S-4759 Ag Park 20.016| $5,500.00 1.5% reopening
(3) 2-2-056:039 §-4760 Ag Park 18.698] $5,360.00 1.5% reopening
(3) 2-2-056:040 S-4761 Ag Park 20.099| $5,520.00 1.5% reopening
(3) 2-2-056:041 S-4762 Ag Park 20.650| $5,570.00 1.5% reopening
(3) 2-2-056:042 S-4763 Ag Park 20.025| $5,500.00 1.5% reopening
(3) 2-2-056:043 S-4764 Ag Park 10.003| $4,090.00 1.5% reopening
(3) 2-2-056:044 S-4765 Ag Park 10.087| $4,110.00 1.5% reopening
(3) 2-2-056:045 S-4766 Ag Park 10.030| $4,100.00 1.5% reopening
(3) 5-5-003:004, 005,
(5)0561'0(;;2652-?833?%3;’3) 5-6024 | Non-AgPark | 879.549( $31,390.00 0.0% reopening
015
(3) 7-3-049:002 S-4681 Ag Park 4.551| $2,890.00 1.5% reopening
(3) 7-3-049:003 S-4682 Ag Park 5.007| $3,310.00 1.5% reopening
(3) 7-3-049:005 S-4684 Ag Park 6.023( $3,580.00 1.5% reopening
(3) 7-3-049:007 S-4686 Ag Park 5.047 $3,130.00 1.5% reopening
(3) 7-3-049:008 S-4687 Ag Park 4.758| $2,990.00 1.5% reopening
(3) 7-3-049:009 S-4688 Ag Park 8.164| $4,520.00 1.5% reopening
(3) 7-3-049:010 S-4689 Ag Park 5.061| $3,140.00 1.5% reopening
(3) 7-3-049:011 S-4690 Ag Park 4.758{ $2,990.00 1.5% reopening
(3) 7-3-049:012 S-4691 Ag Park 5.047 $3,130.00 1.5% reopening




Exhibit "A"

Waimanalo, Island of Oahu
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ibit "A"
lo, Island of Oahu
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Exhibit "A"
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Keahole Agricultural Paik
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STATE OF HAWAII
DEPARTMENT OF AGRICULTURE
AGRICULTURAL RESOURCE MANAGEMENT DIVISION
HONOLULU, HAWAII

October 26, 2021

Board of Agriculture
Honolulu, Hawaii

Subject: REQUEST FOR CONSENT TO ASSIGNMENT OF GENERAL
LEASE NO. S-3764; HAWAIIAN FLORAL NURSERY, LLC,
LESSEE/ASSIGNOR, TO SCOTLAND C. WILLSON,
ASSIGNEE; TMK: (1) 4-1-010-008, KOOLAUPOKO,
WAIMANALO, ISLAND OF OAHU, HAWAII

Authority: Section 166E-6, Hawaii Revised Statutes (HRS), and
Sections 4-158-2(a)(9) and 4-158-19(a)(4)(A), Hawaii
Administrative Rules (HAR)

Lessee/Assignor: Hawaiian Floral Nursery, LLC

Assignee: Scotland C. Willson
Land Area: 3.228 gross acres

Tax Map Key: (1) 4-1-010:008 (see Exhibit “A”)

Land Status: Encumbered by Governor’s Executive Order No. 4257 to the
Department of Agriculture for Non-Agricultural Park Lands
purposes

Lease Term: 35 years, 1/1/2013 to 12/31/2048

Annual Rental:  $3,600.00 per year until reopening on January 1, 2023
Additional Rent: 1.5 % of the gross revenue
Permitted Use:  Diversified agriculture purposes

Consideration: $500,000.00



Board of Agriculture
October 26, 2021
Page 2

BACKGROUND:

The subject lease was awarded to Evergreen Nurseries, Inc. by the Board of Land and
Natural Resources effective December 2, 1963 by way of public auction. In June 1993, the
lease was assigned to Sugita Enterprises, Ltd. which continued to utilize the property for
nursery purposes. In 1993 and 2004, Lessee requested and was granted two, 10-year
extensions of the lease term to qualify for lending purposes, which proceeds were used to
rehabilitate a farm dwelling and shadehouses on the property.

In 2008, the lease was transferred to the Department of Agriculture for management
by Governor’s Executive Order No. 4257. On November 27, 2012, the Board of Agriculture
approved the Lessee’s request to assign General Lease No. S-3764 to Hawaiian Floral
Nursery, LLC (Uriah Dombrowski, member) and to convert the lease to a new 35-year term
commencing January 1, 2013 to December 31, 2048.

In 2014, Uriah Dombrowski notified the Department of Agriculture that due to illness
he intended to assign his leasehold interest. In June 2015, an agreement of sale contract was
signed with Scotland Willson who continued to operate Hawaiian Floral Nursery, LLC. Mr.
Dombrowski passed away in 2020 and his estate requests to conclude the Agreement of Sale
and assign the leasehold intent to Mr. Willson, Assignee, pursuant to Section 4-158-
19(a)(4)(A), HAR.

Pursuant to Sections 4-158-1 and 27, HAR, Scotland Willson qualifies as a bona fide
farmer with more than two years of full-time nursery experience and meets residency
eligibility requirements.

There is a consideration of $500,000.00 for the assignment of lease. In accordance
with Exhibit “C” ASSIGNMENT OF LEASE EVALUATION POLICY of General Lease
No. S-3764, any net proceeds are subject to a Premium Percentage charge benefiting the

Lessor. Calculations in accordance with this provision net $0.00 to the Lessor (see Exhibit
C‘B”)-

ms



- Board of Agriculture
October 26, 2021
Page 3

RECOMMENDATION:

That the Board of Agriculture consent to the assignment of General Lease No. S-3764 from
Hawaiian Floral Nursery, LLC, Lessee/Assignor, to Scotland C. Willson, Assignee, pursuant
to Section 4-158-2(a)(9), HAR, and approve the consideration amount of $500,00.00 for
Assignment of General Lease No. S-3764 to be paid by the Assignee. All documents shall be
subject to the review and approval as to form by the Department of the Attorney General, and

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

Respectfully submitted,

- e 1/
<~~BRIAN KAU, P.E.
Administrator and Chief Engineer

Agricultural Resource Management Division

Attachments — Exhibits “A” and “B”
APPROVED FOR SUBMISSION:
PHYLLIS SHIMABUKURO-GEISER
Chairperson, Board of Agriculture
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EXHIBIT "B"

ASSIGNMENT OF LEASE CALCULATIONS FOR

GENERAL LEASE NO. 5-37

64

Adjusted Depreciation Cost of Improvements or Renovations

Total Consideration:

$ 500,000.00

Less Inventory: $793,949.00
Net Consideration: $ (293,949.00)
Actual Cost: $0.00
CCl (most recent): n/a
CCl (base): n/a
Expired Term: 106
Whole Term: 420

1. Adjusted Cost of Improvments or Renovations:
Actual Cost x CCI (most recent)/CCl (Base)

CCl (recent) n/a
CCl (base) n/a
CCIR/CCIB

Actual Cost x CCI{R)/CCI(B) =

$0.00 0.00 $0.00

2. Depreciation:
Adjust. Cost Impr./Whole Term x Expired Term =
$0.00 420 106 $0.00
3. Adjusted Depreciated Cost of improvements:

Adjust cost - Depreciated cost =

s - s - s ;
1. TOTAL NET CONSIDERATION $ (293,949.00)
2. Adj Cost of Imp/Renov S -

$ - $ -
3. Adj. cost of Trade Fixtures S -

$ -
4. Excess $0.00
5. Premium Percentage: 40% $0.00

A1



STATE OF HAWAII
DEPARTMENT OF AGRICULTURE

AGRICULTURAL RESOURCE MANAGEMENT DIVISION

Board of Agriculture
Honolulu, Hawaii

Subject:

Authority:

HONOLULU, HAWAII

October 26, 2021

REQUEST FOR APPROVAL OF EXTENSION OF LEASE AND
CONSENT TO ASSIGNMENT OF GENERAL LEASE NO. S-4008;
WALTER FOOK LOY CHONG, TRUSTEE, AND EVELYN MEU
LANG CHONG, TRUSTEE, LESSEE/ASSIGNOR, TO SUSTAINABLE
IDEATION, LLC, ASSIGNEE; TMK: (1) 4-1-027:014, KOOLAUPOKO,
WAIMANALO, ISLAND OF OAHU, HAWAII

Sections 166E-5 and 166E-6, Hawaii Revised Statutes (HRS), and
Sections 4-158-2(a)(9), 4-158-9, 10, 11 and 12, and 4-158-19(a)(4)(A),
Hawaii Administrative Rules (HAR)

Lessee/Assignor: Walter Fook Loy Chong, As Trustee Under That Certain Unrecorded Walter

Assignee:
Land Area:
Tax Map Key:

Land Status:

Annual Rental:
Character of Use:
Lease Term:

Consideration;

Fook Loy Chong Self Trusteed Trust Dated November 22, 1991, and Evelyn
Meu Lang Chong, As Trustee Under That Certain Unrecorded Evelyn Meu
Lang Chong Self Trusteed Trust Dated November 22, 1991

Sustainable Ideation, LLC

Approximately 20.395 acres

(1) 4-1-027:014 (see Exhibit “A”)

Encumbered by Governor’s Executive Order No. 4535, dated August 29,
2017, to the Department of Agriculture for Non-Agricultural Park Lands

purposes
$12,900.00 per year

Diversified Agriculture

56 years, September 12, 1966 to March 11, 2022

None



Board of Agriculture
October 26, 2021
Page 2

REMARKS:

General Lease No. S-4008 was awarded to Walter F. L. Chong and Evelyn Z. Chong in
1966 by the Board of Land and Natural Resources. In 1992 the lease was assigned to Walter
Fook Loy Chong, As Trustee Under That Certain Unrecorded Walter Fook Loy Chong Self
Trusteed Trust Dated November 22, 1991, and Evelyn Meu Lang Chong, As Trustee Under That
Certain Unrecorded Evelyn Meu Lang Chong Self Trusteed Trust Dated November 22, 1991. In
2017 General Lease No. S-4008 was set aside and transferred to the Department of Agriculture
by Governor’s Executive Order No. 4535.

In 2017 the premises was in extremely poor condition as Mr. Chong passed away in 2015
and Mrs. Chong had been unable to farm due to deteriorating health. Malia Smith, member of
Sustainable Ideation, LLC, and her husband Kevin Vaccarello entered into an agreement with the
Lessee to restore and develop the premises to be in compliance with the lease provisions. Ms.
Smith and Mr. Vaccarello invested a tremendous amount of time, effort and finances clearing the
overgrown land, hauling debris, and planting banana, avocado, coconut, papaya, breadfruit, taro,
kale, eggplant, mango, jabong, lime, and various herbs. The products are sold to their restaurant
‘Ai Love Nalo, farmer’s markets, and food programs.

Evelyn Chong passed away this year, and Robert Chong, as trustee of his late parents’
trusts, is requesting to extend the term of the lease for an additional nine years to the maximum
65-year term pursuant to Section 166E-5, HRS, and Sections 4-158-9, 10, 11, and 12, HAR. The
lease term may be extended commencing March 12, 2022 through September 11, 2031. The
requirements of the above referenced sections state, in pertinent parts, the following:

o The holder of an encumbrance shall be satisfactorily performing in full
compliance with the terms and conditions of the existing lease.

o The holder of the encumbrance shall not be in arrears in the payment of taxes,
rents, or other obligations owed to the State or any county.

o The holder of an encumbrance's agricultural activity or farming operation shall be
fully and economically viable as specified in section 4-158-11.

e All extensions shall require the determination of the base rent and additional
rents. The rental value shall be based on the appraisal conducted by a disinterested
appraiser or appraisers contracted by the administrator. In no case shall the base
annual rent of the existing encumbrance be reduced from its current rate.

Robert Chong also requests to assign the lease to Sustainable Ideation, LLC pursuant to
Section 4-158-19(a)(4)(A), HAR. The lease may be assigned to Sustainable Ideation, LLC,
which qualifies as an agricultural company with at least 75 percent of its members who qualify
as bona fide farmers and meet residency eligibility requirements. Malia Smith, the sole member
of Sustainable Ideation, LLC, qualifies as a bona fide farmer with more than two years of
fulltime farming experience and meets the eligibility residency requirement commensurate with
Section 4-158-1 and 27, HAR.



Board of Agriculture
October 26, 2021
Page 3

The Lessee is in good standing. An appraisal has been ordered by the Lessor
for the purpose of determining the fair market annual base rental and additional rents for the

extension period.

There is no consideration for the assignment of lease.

RECOMMENDATION:

That the Board of Agriculture approve the extension of General Lease No. S-4008 to expire
September 11, 2031, and consent to the assignment of General Lease No. S-4008 from Walter
Fook Loy Chong, Trustee and Evelyn Meu Lang Chong, Trustee, Lessee/Assignor, to
Sustainable Ideation, LLC, Assignee. All documents shall be subject to review and approval as
to form by the Department of the Attorney General, and such other terms and conditions as may
be prescribed by the Chairperson to best serve the interests of the State.

Respectfully Submitted,

BRIAN KAU, PE.
Administrator and Chief Engineer
Agricultural Resource Management Division

Attachments — Exhibit “A”
APPROVED FOR SUBMISSION:

PHYLLIS SHIMABUKURO-GEISER
Chairperson, Board of Agriculture
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STATE OF HAWAII
DEPARTMENT OF AGRICULTURE
AGRICULTURAL RESOURCE MANAGEMENT DIVISION
HONOLULU, HAWAII

October 26, 2021

Board of Agriculture
Honolulu, Hawaii

Subject: REQUEST FOR CONSENT TO ASSIGNMENT OF GENERAL LEASE
NO. S-5586; BIG ISLAND DAIRY, LLC, LESSEE/ASSIGNOR, TO
HAWAII SECURE FOODS, LLC, ASSIGNEE; TMK: 3™ DIV/3-9-001:001
AND 002; 3RP DIV/3-9-002:007 AND 008; 3R° DIV/4-1-001:006 AND 3RP
DIV/4-1-005:001, NORTH HILO, ISLAND OF HAWAIIL, HAWAII

Authority: Section 166E-3, Hawaii Revised Statutes, (HRS), Section
4-158-19(a)(4)(B), Hawaii Administrative Rules (HAR)

Lessee/Assignor: Big Island Dairy, LLC
Assignee: Hawaii Secure Foods, LLC
Land Area: Approximately 2,324.293 acres
Tax Map Key: 37Div/3-9-001:001 (Exhibit “A”)
3Div/3-9-001:002
3"Div/3-9-002:007
37Div/3-9-002:008
37Div/4-1-001:006
3"Div/4-1-005:001
Lease Term: S-5586 — 50-years, June 5, 1998 through June 4, 2048
Land Status: Encumbered by Governor’s Executive Order No. 4419, dated
September 21, 2012 to the Department of Agriculture for non-
agricultural park land purposes.
Annual Base Rent: $57,645.00 (until 6/5/2028 re-opening)
Character of Use: Dairy and Allied Purposes

Consideration: $969,538.88



Board of Agriculture
October 26, 2021
Page 2 of 3

BACKGROUND:

General Lease S-5586 was originally awarded to Island Dairy Inc., effective June 5, 1998
by way of public auction. The subject lease was assigned from Island Dairy Inc. to Big Island
Dairy, LLC with the approval of the Board of Land and Natural Resources at its meeting on
November 10, 2011. This lease was transferred to the Department of Agriculture by Governor’s
Executive Order No. 4419, dated September 21, 2012.

In 2019, Big Island Dairy, LLC ceased dairy operations for financial reasons and have
since been unable to viably resume business. Commensurate with Section 4-158-19(a)(4)(B),
HAR, Big Island Dairy is requesting the assignment of General Lease S-5586 to Hawaii Secure
Foods, LLC, due to extreme economic hardship. The assignment of lease will include
improvements, trade fixtures, livestock, and milk quota.

Kees Kea, Malena Kea and Cornell Kea, general members of Hawaii Secure Foods, LLC,
have a lifetime of involvement in the dairy and farming industry. Since December 16, 2019, the
Kea’s have owned and operated Dutch-Hawaiian Dairy Farms, LLC. Additionally, Kees and
Malena Kea have been successful owners and operators of Mauna Kea Moo since 2008 located
in O’okala Hawaii, where they raise Holstein cows and grow grass feed. They also owned and
operated Paramount Dairy in Tillamook, Oregon from 1989 until 2013. Kees and Malena Kea
have over 31 years of experience in the dairy industry.

Chad Buck is also a general member of Hawaii Secure Foods, LLC. However, he is a
non-qualifying member.

Hawaii Secure Foods, LLC plans to operate an artisanal grass-fed dairy that will produce
high quality products: fluid milk, butter and yogurt to support Hawaii’s dairy needs and to
provide additional food security and sustainability for the State of Hawaii. They also plan to
grow feed for other local livestock producers.

Hawaii Secure Foods, LLC qualifies as an agricultural company as seventy-five percent
of its members qualify individually as bona fide farmers with more than two years of full-time

farming experience and meets application and residency requirements in accordance with
sections 4-158-1 and 27, HAR.

There is a consideration of $969,538.88 for the assignment of lease. In accordance with
Exhibit “C” ASSIGNMENT OF LEASE EVALUATION POLICY, of General Lease S-5586,
any net proceeds are subject to a Premium Percentage charge benefiting the Lessor. Calculations
in accordance with this provision net $0.00 to the Lessor (see Exhibit “B”).



Board of Agriculture
October 26, 2021
Page 3 of 3

RECOMMENDATION:

That the Board of Agriculture approve the assignment of lease from Big Island Dairy, LLC,
Lessee/Assignor, to Hawaii Secure Foods, LLC, Assignee, under General Lease S-5586 and the
consideration of $969,538.88. All related documents are subject to the review and approval as to
form by the Department of the Attorney General, and such other terms and conditions as may be
prescribed by the Chairperson to best serve the interests of the State.

Respectfully submitted,

S "
?ﬂ"”ﬂ?f—ﬂ%;
P g

BRIAN KAU, P.E.
Administrator and Chief Engineer
Agricultural Resource Management Division

Attachments - Exhibits “A” and “B”

APPROVED FOR SUBMISSION:

PHYELIS SHIMABUKURO-GEISER
Chairperson, Board of Agriculture
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EXHIBIT "B"

ASSIGNMENT OF LEASE CALCULATIONS FOR
GENERAL LEASE NO. 5-5586

Adjusted Depreciation Cost of Improvements or Renovations

Total Consideration; S 969,538.88
Less Lease Purchase Price by Assignor: S -
Less Inventory: S 2,200,000.00
Net Consideration: ($1,230,461.12)
Actual Cost: $1,230,461.12

CCl {most recent): 12464

CCl (base): 9173

Expired Term: 119

Whole Term: 440

1. Adjusted Cost of Improvments or Renovations:
Actual Cost x CCl {most recent)/CCl (Base)

CCl (recent) 12464
CCl (base) 9173
CCIR/CCIB

Actual Cost x CCI{R)/CCI(B) =
$1,230,461.12 0.00 $0.00

2. Depreciation:
Adjust. Cost Impr./Whole Term x Expired Term =
$0.00 440 119 $0.00

3. Adjusted Depreciated Cost of Improvements:

Adjust cost - Depreciated cost =

S - S - S -

1. TOTAL NET CONSIDERATION S -
2. Adj Cost of Imp/Renov S -

S - S -
3. Adj. cost of Trade Fixtures ) -
$ _

4. Excess $ -

5. Premium Percentage: S -



STATE OF HAWAII
DEPARTMENT OF AGRICULTURE

AGRICULTURAL RESOURCE MANAGEMENT DIVISION

Board of Agriculture
Honolulu, Hawaii

HONOLULU, HAWAII

October 26, 2021

Subject: RESUBMITTAL REQUEST FOR APPROVAL OF EXTENSION OF
LEASE TERM, GENERAL LEASE NOS. S-7000, S-7014, S-7015 AND S-
7016; HAWAII BEEF LEASE, LLC, LESSEE; TMK: 3RP DIV/4-3-005:002;
3RD DIV/4-3-005-002-5002; 3RP DIV/4-3-005-002-5003 AND DIV/4-3-005-
002-5004, HAMAKUA AGRICULTURAL PARK, POHAKUHAKU AND
KEMAU 1ST, HAMAKUA DISTRICT, ISLAND OF HAWAII, HAWAII

Authority:

Lessee:

Land Area;

Tax Map Key:

Lease Term:

Land Status:

Section 166-6, Hawaii Revised Statutes, (HRS), Section 4-
153-33(a)(2) and (b), Hawaii Administrative Rules (HAR)

Hawaii Beef Lease, LLC

Approximately 152.385 gross acres, 120.791 net acres

General Lease No. S-7000: Lot No. 4a - 7.470 acres
General Lease No. S-7014: Lot No. 2 -45.911 acres
General Lease No. S-7015: Lot No. 3 - 54.348 acres
General Lease No. S-7016: Lot No. 4 - 44.656 acres

3"Div/4-3-005:002 (por) (Exhibit “A”)
3"Div/4-3-005-002-5002
3"Div/4-3-005-002-5003
3"Div/4-3-005-002-5004 (por)

S-7000 - 35 years, January 1, 1996 to December 31, 2030
S-7014 - 35 years, June 30, 1998 to June 29, 2033
S-7015 - 35 years, June 30, 1998 to June 29, 2033
S-7016 - 35 years, June 30, 1998 to June 29, 2033

Hamakua Agricultural Park lands were acquired in fee by the

Department of Agriculture under foreclosure and Bankruptcy
Settlement Agreement with Hamakua Sugar Company, Inc.

A%l



S-7000, S-7014, S-7015, & S-7016 Request for Extension A 97V
October 26, 2021

Page 2 of 3
Annual Base Rent: S-7000 - $2,906.08/year — until December 31, 2021 (Reopening
biennial)
S-7014 - $4,030.00/year — until June 30, 2028 (Reopening
date)

S-7015 - $670.00/year — until June 30, 2028 (Reopening date)
S-7016 - $450.00/year — until June 30, 2028 (Reopening date)

Character of Use:  S-7000 - Livestock slaughtering and processing purposes
S-7014 - Diversified Agriculture or Pastoral and related
purposes
S-7015 - Pastoral related purposes
S-7016 - Pastoral related purposes

BACKGROUND:

On January 1, 1996, the Board of Agriculture (BOA) awarded General Lease No. S-7000,
a 35 direct-year lease to Hawaii Beef Producers, LLC. On June 30, 1998, the BOA awarded a
35 direct-year leases to Hawaii Beef Producers, LLC (HBPL), under General Lease Nos. S-7014,
S-7015 and S-7016. On June 30, 2020, the BOA consented to the assignment of General Lease
Nos. S-7000, S-7014, S-7015 and S-7016, to Hawaii Beef Lease, LLC.

The character of use for General Lease No S-7000 is solely for livestock slaughtering and
processing purposes and for the distribution of food products. The existing slaughter facility is
in poor condition and in need of extensive repairs and renovations. Hawaii Beef Lease, LLC
proposes to make extensive capital improvements including, but not limited to, the replacement
of support beams throughout the facility, repairs to the men’s and women’s bathrooms/locker
rooms, replacement of walls throughout the processing areas, handicap accessibility

improvements, repairs to the on-site water well, fencing repairs, repairs and or replacement of
numerous equipment, etc.

Hawaii Beef Lease, LLC requests a 20-year extension of the lease terms for General
Lease S-7000, commencing from January 1, 2030 through December 31, 2050, and for General
Lease Nos. S-7014, S-7015 and S-7016, commencing from June 30, 2033 through June 29, 2053,
for a cumulative total of not more than fifty-five years per lease pursuant to Section 4-153-
33(a)(2) HAR. The BOA may extend the term of the lease to qualify the lease for mortgage
lending purposes, pursuant to Section 4-153-33(b) HAR. Consequently, the Lessee applied for
and has been preapproved for an $8 million Line of Credit, subject to the BOA approval of the

extension of the lease terms. The loan proceeds will be used solely for capital improvements of
the demised premises.



S-7000, S-7014, S-7015, & S-7016 Request for Extension
October 26, 2021
Page 3 of 3

RECOMMENDATION:

That the Board of Agriculture approve the request for extension of General Lease S-7000,
commencing from January 1, 2030 through December 31, 2050, and General Lease Nos S-7014,
S-7015 and S-7016, commencing from June 30, 2033 through June 29, 2053, subject to the
review and approval as to form by the Department of the Attorney General, and such other terms
and conditions as may be prescribed by the Chairperson to best serve the interests of the State.

Respectfully submitted,

—

BRIAN KAU, P.E.
Administrator and Chief Engineer
Agricultural Resource Management Division

Attachments - Exhibit “A”
APPROVED FOR SUBMISSION:

PHYLLIS SHIMABUKURO-GEISER
Chairperson, Board of Agriculture

AZZ
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®

S 7016 Hawaii

Beef Lease, LLC
§ 7015, Hawaii Beef Lease, LLC
S 7014, Hawaii Beef

Lease, LLC

S 7000 Hawaii Beef
Lease, LLC

\

STATE OF HAWAII
Department of Agriculture

Hamakua Agricultura Park
sland of Hawaii

Ag culturd Perk Lot Number
cals

Feet
1400
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