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

April 27, 2012

Board of Land and Natural Resources
State of Hawaii PSF No: 10HD-156

Honolulu, Hawaii
HAWAII

Amend Prior Board Action of June 23, 2011, Item D-7, as amended, Issuance of
Direct Lease to Boteilho Hawaii Enterprises, Inc. for Dairy Purposes, Opihipau-
Hukiaa, Kokoiki, North Kohala, Hawaii, Tax Map Key: 39 5-5-003:004, 005 & 006,
5-5-005:001 and 5-5-006: 002, 003, 004 & 015. The Purpose of the Amendment is to
Modify the Character of Use Provision to Detail Permitted Dairying Activities on the
Land, and to Clarify that the Mutual Cancellation of Existing Leases and Issuance of
a New Direct Lease Shall Not Vest Ownership of Existing Improvements in the State.

Amend Prior Board Action of July 22, 2011, Item D-3, Amend Prior Board Action of
June 23, 2011, Item D-7, Issuance of Direct Lease to Boteilho Hawaii Enterprises,
Inc. for Dairy Purposes, Opihipau-Hukiaa, Kokoiki, North Kohala, Hawaii, Tax Map
Key: 3"/ 5-5-003:004, 005 & 006, 5-5-005:001 and 5-5-006: 002, 003, 004 & 015.
The Purpose of the Amendment is to Defer the Requirement to Conduct a Level One,
Hazardous Waste Evaluation for General Lease Nos. S-5572 and S-5574.

BACKGROUND:

At its meeting of September 9, 2010, Item D-4, the Board of Land and Natural Resources
Approved In Concept the Issuance of a Direct Lease to Boteilho Hawaii Enterprises, Inc.,
(BHEI) for Dairy Purposes.

At its meeting of June 23, 2011, Item D-7, as amended, the Land Board approved as
amended the Issuance of Direct Lease to BHEI for Dairy Purposes, Opihipau-Hukiaa,
Kokoiki, North Kohala, Hawaii, Tax Map Key: 39 5-5-003:004, 005 & 006, 5-5-
005:001 and 5-5-006: 002, 003, 004 & 015. (Exhibit 1)

At its meeting of July 22, 2011, Item D-3, the Land Board approved to amend its prior
action of June 23, 2011, Item D-7, to Authorize, 1) the “Method of Payment” of the
annual rent for the direct lease to be in monthly installments, and 2) the mutual
cancellation of General Lease Nos. S-4950, S-5572, and S-5574. (Exhibit 2)
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REMARKS:
Character of Use:

In processing the above, the Deputy Attorney General raised a concern that the approved
language for the “Character of Use” in the new lease may be too narrow to allow the
consolidation of the existing dairy lease with the two pasture leases to create one large
dairy lease. The “Character of Use” the Board approved for the new lease at its meeting
of June 23, 2011, Item D-7, as amended, was simply stated as “Dairying purposes” and
does not specifically allow pasturing of cattle. However, staff notes that the pasture lands
will be used to graze dairy cows whose milk will be processed in the dairy operation.
Another State dairy lease on Hawaii Island contains a character of use provision that
reads:

“The Lessee shall use or allow the premises leased to be used solely for
dairying and allied purposes to include the pasturing of dairy-heifers,
including a milking barn and accessory uses involved with operating a
dairy farm purposes.”

To clarify that grazing will be allowed on the pasture lands under the new lease, but only
for dairy heifers, staff recommends that the “Character of Use” language for the direct
lease in the Board submittal of June 23, 2011, Item D-7, as amended, be deleted in its
entirety and replaced with the following:

“The Lessee shall use or allow the premises leased to be used solely for
dairying and allied purposes to include the pasturing of dairy-heifers,
including a milking barn and accessory uses involved with operating a
dairy farm purposes.”

Level One Hazardous Waste Evaluation:

The Deputy Attorney General additionally noted that the pasture leases to be cancelled
have a provision that reads as follows:

57. Level one (1) hazardous waste evaluation. Prior to the termination of
the subject general lease or the assignment of the leasehold, Lessee shall
conduct a Level One (1) Hazardous Waste Evaluation and conduct a
complete abatement and disposal, if necessary, satisfactory to the
standards required by the Federal Environmental Protection Agency and
the Department of Land and Natural Resources. The termination will not
be approved by the Board of Land and Natural Resources unless this
evaluation and abatement provision has been executed.

The Deputy Attorney General is taking the position that the pasture leases cannot be
canceled without a Level One, Hazardous Waste Evaluation (Level | HWE) being
completed. In this case, however, the leases are not being terminated to relieve BHEI of
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its Level 1 HWE obligations. Rather, the leases are being mutually cancelled, a new
lease for the same lands will be issued to the same lessee, and the new lease will include
the Level 1 HWE obligation for all the lands.! The mutual cancellations and new lease
will be executed simultaneously, and there will be no break in tenancy. Under these
circumstances, staff does not believe a Level | HWE should be required, and
recommends that compliance with the Level I HWE provision be deferred to such time as
a termination or assignment occurs under the new lease.

Ownership of Improvements:

The Deputy Attorney General raised another concern involving the ownership of various
improvements currently on the land, which were constructed during the term of the
existing dairy and pasture leases. The improvements include five single-family employee
dwellings, an old duplex, the milking parlor, barn, corral, fencing, water system, silos,
and other dairy related improvements. With respect to these improvements, the dairy
lease GL S-4950, provides at section 9 in part as follows:

The ownership [of the improvements] shall be in the Lessee until the
expiration or termination pursuant to a breach of the lease, at which time
the ownership thereof shall vest in the Lessor.

Similarly, the pasture leases, GL S-5572 and GL S-5574, provide at section 9 in part as
follows:

The Lessee shall own all these improvements until the expiration or
termination pursuant to a breach of the lease, at which time the ownership
shall, at the option of the Lessor, remain and become the property of the
Lessor or shall be removed by Lessee at its sole cost and expense.

Additionally, the lease form that the Department of the Attorney General will use for the
new dairying lease contains a provision regarding improvements that reserves to the
Board:

Ownership of improvements. The ownership of all improvements of
whatever kind or nature, including but not limited to fences and
stockwater system(s) located on the land prior to or on the commencement
date of this lease, excluding those improvements constructed during the
term of this lease unless provided otherwise.

The present transaction involves the mutual cancellation of the three existing leases and
the issuance of a new direct lease for dairying purposes. Ownership of the improvements
constructed by BHEI during the terms of the existing leases should remain with BHEI
into and through the term of the new dairying lease. Accordingly, staff recommends that

! Currently, the older dairy lease, General Lease No. S-4950, does not require a Level I HWE
prior to termination or assignment.
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the standard “Ownership of improvements” provision be revised to reserve to the Board:

Ownership of improvements. The ownership of all improvements of
whatever kind or nature, including but not limited to fences and
stockwater system(s) located on the land prior to or on the commencement
date of General Lease No. S-4950, General Lease No. S-5572 and General
Lease No. S-5574, excluding those improvements constructed during the
term of this lease unless provided otherwise.

RECOMMENDATION:

1. That the Board Amend its prior Board action of June 23, 2011, under agenda item
D-7, as amended:

A. By deleting the CHARACTER OF USE provision on page 2 of the
submittal and replacing it with the following:

CHARACTER OF USE:

The Lessee shall use or allow the premises leased to be used solely for
dairying and allied purposes to include the pasturing of dairy-heifers,
including a milking barn and accessory uses involved with operating a
dairy farm purposes.

B. By revising recommendation 2.A on page 8 of the submittal to read as
follows:

The standard terms and conditions of the most current dairying lease
document form, as may be amended from time to time, except that the
provision relating to ownership of improvements reserved to the Board
shall read substantially as follows:

Ownership of improvements. The ownership of all improvements
of whatever kind or nature, including but not limited to fences and
stockwater system(s) located on the land prior to or on the
commencement date of General Lease No. S-4950, General Lease
No. S-5572 and General Lease No. S-5574, excluding those
improvements constructed during the term of this lease unless
provided otherwise.

2. That the Board Amend its prior Board action of July 22, 2011, under agenda item
D-3, by adding a condition C in the Recommendation Section to read as follows:

Defer the requirement to conduct a Level One, Hazardous Waste
Evaluation, under General Lease Nos. S-5572 and S-5574 such time as a
termination or assignment occurs under the new lease.
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3. All other terms and conditions listed in its June 23, 2011 approval and July 22,
2011 approval to remain the same.
Respectfully Submitted,
@‘/ Wesley T. Mats1{n 4
d Agent
APPROVED FOR SUBMITTAL:

i fac)

William J. Aila, Jr., Chairperson




STATE OF HAWAII

DEPARTMENT OF LAND AND NATURAL RESOURCES
Land Division

Honolulu, Hawaii 96813

June 23, 2011

Board of Land and Natural Resources
State of Hawaii
Honolulu, Hawaii

Issuance of Direct Lease to Boteilho Hawaii
Opihipau-Hukiaa, Kokoiki, North Kohala,

PSF No.: 10HD-156

& 006, 5-5-005: 001, and 5-5-006: 002, 003,004 & 015.

APPLICANT:

Boteilho Hawaii Enterprises, Inc., a Hawaii corporation.

LEGAL REFERENCE:

Section 171-59(b), Hawaii Revised Statutes, as amended.

Disposition by Negotiation. Includes agri
of agricultural products,

including dairying,

HAWAII

Enterprises, Inc. for Dairy Purposes,
Hawaii, Tax Map Key: 3"/ 5-5-003: 004, 005

cultural processing as defined, “the processing

grown, raised or produced in Hawaii.”

T ZON ENCUMBRANCE/ A ;
TAX MAP KEY | DISTRICT ZONING _ | ENCUMBRANCE AREA
LUC | CZO (Acres)
3"/ 5-5-003: 004 Opihipau, Hukiaa | Ag Ag-20 | General Lease No. S-5572; 136.94
N. Kohala Boteilho Hawaii Enterprises, Inc,
3"/ 5-5-003: 005 Opihipau, Hukiaa | Ag Ag-20 | General Lease No. S-5572; 31.78
N. Kohala Boteilho Hawaii Enterprises, Inc.
3"/ 5-5-003: 006 Opihipau, Hukiaa | Ag Ag-20 | General Lease No. S-5572; 39.10
N. Kohala Boteilho Hawaii Enterprises, Inc.
3"/ 5-5-005; 001 Kokoiki, Ag | Ag-20 | General Lease No. $-5574; 74.323
N. Kohala Boteilho Hawaii Enterprises, Inc.
3/5-5-006: 002 | Opihipau, Hukiaa Ag | Ag-20 | General Lease No. $-4950; 39.28
N. Kohala Boteilho Hawaii Enterprises, Inc.
3™/ 5-5-006: 003 Opihipau, Hukiaa | Ag Ag-20 | General Lease No. S-4950; 397.239
N. Kohala Boteilho Hawaii Enterprises, Inc.
3%/ 5-5-006: 004 Opihipau, Hukiaa | Ag Ag-20 | General Lease No. S-4950; 144.827
N. Kohala Boteilho Hawaii Enterprises, Inc.
#o Imende
APPROVECMBY [He B,
LAND AND NATWRAL RESOURC a’
AT IS MEETING HELD ON D 7
it 99, Bon EXHIBIT 1
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3"/ 5-5-006: 015 Opihipau, Hukiaa | Ag | Ag-20 | General Lease No. S-4950; 16.06 ]
N. Kohala Boteilho Hawaii Enterprises, Inc.
L | TOTAL: ) 879.549 1
LOCATION:

Portion of Government lands situated at Opihipau-Hukiaa and Kokoiki, North Kohala,
Hawaii, identified by Tax Map Key: 3"/ 5-5-003: 004, 005 & 006, 5-5-005:001, and 5-5-006:
002, 003, 004 & 015, as shown on the attached map labeled Exhibit A.

TRUST LAND STATUS:
Section 5(b) lands of the Hawaii Admission Act

DHHL 30% entitlement lands pursuant to the Hawaii State Constitution:
YES NO __x

CURRENT USE STATUS:

Encumbered by General Lease No. S-4950, Boteilho Hawaii Enterprises, Inc., Lessee, for
dairying purposes. Lease to expire on March 31, 2020. Annual rent is $16,800.

Encumbered by General Lease No. S-5572, Boteilho Hawaii Enterprises, Inc., Lessee, for
pasture purposes. Lease to expire on February 7, 2019. Annual rent is $8,520.

Encumbered by General Lease No. S-5574, Boteilho Hawaii Enterprises, Inc., Lessee, for
pasture purposes. Lease to expire on February 7,2019. Annual rent is $2,760.

CHARACTER OF USE:
Dairying purposes.
LEASE TERM:
Thirty (30) years
COMMENCEMENT DATE:

The first day of the month to be determined by the Chairperson.
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ANNUAL RENT:

Fair market annual rent to be determined by independent appraiser, subject to review and
approval by the Chairperson.

METHOD OF PAYMENT:
Semi-annual payments, in advance.
RENTAL REOPENINGS:
At the 10th and 20th years of the lease term, by staff or independent appraisal.
PERFORMANCE BOND:
Twice the annual rental amount.
PROPERTY CHARACTERISTICS:

Utilities — All utilities are available.
Slope - slight gentle mauka-makai 4.8% slope.
Elevation - 10 to 600 feet.
Legal access to property — Staff has verified that there are legal accesses to the State
properties off Lincoln Avenue, Maliu Road, and Upolu Point
Airport Road, onto the Akoni Pule Highway/Niulii-Hawi Road.
Subdivision — Staff has verified that the subject property is a legally subdivided lot.
Encumbrances - Staff has verified that the following encumbrances exist on the property:
General Lease No. S-4950, Boteilho Hawaii Enterprises, Inc.
General Lease No. $-5572, Boteilho Hawaii Enterprises, Inc.
General Lease No. S-5574, Boteilho Hawaii Enterprises, Inc.

CHAPTER 343 - ENVIRONMENTAL ASSESSMENT:

The Final Environmental Assessment for the subject property was published in the OEQC’s
Environmental Notice on April 23, 2011, with a finding of no significant impact (FONSI).

(Exhibit B)

DCCA VERIFICATION:
Place of business registration confirmed: ~ YES _x_ NO _
Registered business name confirmed: YES _x_ NO __

Applicant in good standing confirmed: YES x_ NO _
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APPLICANT REQUIREMENTS:

Applicant shall be required to:

1) Pay for an appraisal to determine initial rent;

2) Pay for the cost of public notice pursuant to section 171-16;

3) Provide survey maps and descriptions according to State DAGS standards and at
Applicant’s own cost; and

4) Obtain a title report to ascertain ownership, where necessary, at Applicant’s own cost

and subject to review and approval by the Department.

BACKGROUND:

At its meeting of December 16, 1983, Item F-5, the Board of Land and Natural Resources
approved a direct (35-year) lease (GLS-4950) to Boteilho Hawaii Enterprises, Inc., for
dairying, cattle feeding and pasturing purposes. The lease expires on March 31, 2020. The
lease covers 597.406 acres, identified by Tax Map Key: 3"/ 5-5-006: 002, 003, 004 & 015.

At a public auction held on December 9, 1998, General Lease S-5572, a 20-year lease was
awarded to Boteilho Hawaii Enterprises, Inc., as the successful bidder. The lease expires on
February 7, 2019. The lease covers 207.820 acres, identified by Tax Map Key: 3/5-5-003:

004, 005 & 006.

At a pubic auction held on December 9, 1998, Boteilho Hawaii Enterprises was the
successful bidder for GLS-5574, a 20-year pasture lease under General Lease No. S-5574.
The lease expires on February 7, 2019. The lease covers 74.323 acres, identified by Tax

Map Key: 3%/ 5-5-005:001.
REMARKS:

The subject parcels are currently under lease to Boteilho Hawaii Enterprises, Inc. for dairying
and pasture purposes. The current leases are the highest and best use allowable that is
consistent with county zoning, which is agriculture. Boteilho Hawaii Enterprises, Inc.
initially requested a 25-year extension of its leases, but later decided to instead request a
cancellation and the re-issuance of a new 30-year direct lease over the same parcels for
agricultural processing (dairy) purposes. The longer lease term would justify additional
investment of monies for the replacement of old machinery and other major improvements.

Boteilho Hawaii Enterprises, Inc., qualifies for a direct lease pursuant to Hawaii Revised
Statutes, 171-59(b) as the direct lease is for agricultural processing purposes, which involves
the processing of agricultural products, including dairying, grown, raised or produced in
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Hawaii. Boteilho Hawaii Enterprises, Inc, has been in the dairying business for over 26
years. A disposition of a direct lease to Boteilho Hawaii Enterprises, Inc., encourages
competition in the agricultural milk production industry as it will allow Boteilho Hawaii
Enterprises to acquire much needed newer equipment so it can maintain its milk production
quotas. Currently there are only two dairies left on the Big Island and in the state.

Boteilho Hawaii Enterprises, Inc., has not had a lease, permit, easement or other disposition
of the State lands terminated within the last five years due to non-compliance with such
terms and conditions.

At its meeting of September 9, 2010, under agenda item D-4, the Board of Land and Natural
Resources approved in concept, the issuance of a direct lease to Boteilho Hawaii Enterprises,
Inc., for dairy purposes pending applicant’s submission of an Environmental Assessment
(EA) with a finding of no significant impact (FONSI). Such finding was recently published
in the Office of Environmental Quality Control’s Environmental Notice on April 23, 201 1.
As aresult, staff is now recommending Land Board approval for the issuance of a direct lease
to Boteilho Hawaii Enterprises, Inc., for dairy purposes.

In processing the EA, Geometrician Associates, LLC (GA LLC), requested comments from
various governmental agencies and interest groups. All respondents had no objections to the
request. The deadline for comments for the draft EA was March 8, 2011, however, the
Department of Transportation’s (DOT) response to the draft EA was postmarked March 21,
2011. A supplemental letter from DOT followed and was received on May 3, 2011. Both
letters from DOT were received well after the comment period; therefore the responses could
not be included in the Final EA. DOT was notified that although their responses were not
received in time to be included in the Final EA, DLNR would consider the comments

received.
The following are DOT’s concerns, with GA LLC’s responses:

1. DOT: Because of the close proximity of the project to Upolu Airport, DOT
recommends that if any structures are built in the future, the applicant needs
to file Federal Aviation Administration (FAA) Form 7460-1; Notice of
Proposed Construction or Alteration for aeronautical review.

GA LLC: FAA Form 7460. No new structures are proposed as part of the
lease, which covers an existing dairy operation. Mr. Boteilho and the
DLNR have been made aware of the requirement to file the
aeronautical review form if future management of the dairy involves
new structures.

2. DOT: DOT is extremely concerned that the Cow Washwater Treatment and Manure
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Separation (CWTMS) area could easily become a wildlife attractant. FAA
Advisory Circular 150/5200-33B, Section 1-2, dated 8/28/07, recommends a
separation distance of 5,000 feet from any potential wildlife attractant area
and any part of the runway.

GA LLC:

Cow Washwater Treatment and Manure Separation area. The
letter appears to be the first ever indication from the DOT that the
facilities for the dairy, which has been in operation at this exact
location for 25 years, pose a problem for the airport. We take it that
there have been no incidents or adverse conditions noted by DOT in
relation to the dairy in any of the airport reviews or master plan
assessments that have been conducted over the last 25 years. The
1999 EA for the Upolu Airport Master Plan specifically mentions the
dairy, but does not indicate that it poses any sort of problem. In the
section on potential bird strikes, the dairy is not mentioned at all,
possibly because the EA preparers judged that the washwater
facilities are located sufficiently distant from the runway. In the
discussion of socioeconomic impacts of the airport plan, there is no
mention of foreclosing the dairy uses for what is one of the last
dairies in the State, which would been a significant socioeconomic
impact. The absence of such discussions in DOT’s own evaluation of
its airport master plan is evidence that careful analysis indicates that
dairy operations are located at a sufficient distance from the airport to
avoid problems. Possibly, it is also because there is so little traffic at
Upolu Airport, which reported a total of 20 takeoffs and landings
between 2006 and 2009, inclusive, according to DOT data:
http://hawaii.gov/dot/airports/library/
publications-and-statistics/cysmallone.pdf.

3. DOT: The applicant must take precautions to discourage birds, particularly
threatened and endangered species, from establishing habitat on the project
property. The CWTMS area should be required to prevent bird habitation,
monitored or patrolled, with bird hazing measures implemented whenever
necessary. The applicant must ensure that its CWTMS area will not be
construed as or become a wetland. Wetlands are known bird attractants and
extremely difficult/costly to alter or relocate.

GA LLC:

Discouraging birds from establishing habitat on the property.
Mr. Boteilho reports that he does take steps to avoid creating bird
habitat and tries to keep bird populations from building up. To his
knowledge, the dairy has no facilities that might attract birds near the
airport runway.
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4. DOT: DOT is concerned that hazardous materials and chemicals used by long-
standing dairies could leach into the ground or be carried in surface run-off
towards the airport and ocean. The applicant should take precautions to

prevent this from occurring.

GA LLC: Hazardous materials. The dairy uses very few materials that would
be listed as hazardous and controls its runoff properly in conformance
with all applicable County, State and federal laws.

5. DOT: The applicant must maintain the pasture fence lines to prevent cattle from
entering airport land.

GA LLC: Pasture fences. The dairy strives to ensure that its fences are
maintained in order to keep its cows within the leased premises.

6. DOT: The gate along Akoni Pule Highway should be removed and replaced with
fencing. DOT has no record of issuing a permit for such gated (driveway)
access from the subject property to the highway.

GA LLC: Gated access onto Akoni Pule Highway. The applicant takes your
concerns seriously and wishes to address your issues as the lease
proposal goes to the Board of Land and Natural Resources. We have
supplied a copy of your letter to the Land Division and Mr. Boteilho
for their response and/or actions.

Staff has reviewed, researched and acknowledges that the subject access above-mentioned
was not formally approved by the DOT for permitted vehicular accesses onto the Akoni Pule
Highway as depicted on attached Exhibit C. As aresult, Boteilho Hawaii Enterprises, Inc. is
recommended to remove the gate in question and to fence off the area until proper approval
is obtained from DOT for vehicle accesses onto the Akoni Pule Highway. For the time
being, accesses onto the Akoni Pule Highway from the subject State property should be
through the designated/ planned roadways in the area, which include, Lincoln Avenue and

Maliu Road.
RECOMMENDATION: That the Board:
1. Find that the public interest demands the issuance of this direct lease to Boteilho
Hawaii Enterprises, Inc. for dairy purposes;

2. Subject to the Applicant fulfilling all of the Applicant requirements listed above,
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authorize the issuance of a direct lease to Boteilho Hawaii Enterprises, Inc., covering
the subject area under the terms and conditions cited above, which are by this
reference incorporated herein and further subject to the following:

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

B. All construction and use of the premises shall be in full compliance with all
laws, rules and regulations of the Federal, State and County governments;

C. Standard full utilization of the land provision;

D. Standard good husbandry and conservation program provision;

E. Standard boundary fence provision;

F. Obtain approval for limited vehicle access rights onto the Akoni Pule

Highway from the Department of Transportation, Highways Division;

1) Boteilho Hawaii Enterprises, Inc., shall be responsible for all
expenses, costs, fees and considerations relating to the acquisition of
the vehicle access rights to the highway.

G. Review and approval by the Department of the Attorney General; and
H. Such other terms and conditions as may be prescribed by the Chairperson to
best serve the interest of the State.

3. The Board of Land and Natural Resources, upon satisfactory review, shall accept the
DOT Grant of Limited Vehicle Access Rights document for accessing the Akoni Pule
Highway.

Respectfully Submitted,

Wesley 'Matsun

Land Agent \\M\
APPROVED FOR SUBMITTAL:

V wm/ﬂ%///

illiam J. Aila, Jr., Chairperson



APPROVED AND AMENDED as follows:
Land Board Meeting; 06/23/2011: D-7

Delete page 7, the paragraph which says: "Staff has reviewed, researched and
acknowledges that the subject access above-mentioned was not formally approved
by the DOT for permitted vehicular accesses onto the Akoni Pule Highway as
depicted on attached Exhibit C. As a result, Boteilho Hawaii Enterprises, Inc. is
recommended to remove the gate in question and to fence off the area until proper
approval is obtained from DOT for vehicle accesses onto the Akoni Pule
Highway. For the time being, accesses onto the Akoni Pule Highway from the
subject State property should be through the designated/ planned roadways in the
area, which include, Lincoln Avenue and Maliu Road."

Delete Recommendation 2.F. and 2.F.1. which says: "Obtain approval for limited
vehicle access rights onto the Akoni Pule Highway from the Department of
Transportation, Highways Division;

1) Boteilho Hawaii Enterprises, Inc., shall be responsible for all
expenses, costs, fees and considerations relating to the acquisition
of the vehicle access rights to the highway."

Delete Recommendation 3 which says: "The Board of Land and Natural
Resources, upon satisfactory review, shall accept the DOT Grant of Limited
Vehicle Access Rights document for accessing the Akoni Pule Highway."
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Aprll 23, 2011
HAUAI (HRS 343)
1. Kisups Agneyluml Park (DEA) ... S R b 19018080 h e mmas v e e 2
OAHU (HRS 343)
2, Kemvalp Besin Ropalrs Proiect (FEIS) 2
MAUI (HRS 343)
3. Puu Kukui YWatershed Presgrvo Flacel Yepns 2012-2018 Manacemord Plan (FEAY ..oveeeerieeries .3
4, Yiailuke Exploratory Woll {DEA} ... 3
HAWAI {(HRB 343}
——— g. E.mpmumm.mmnm;mmfw (FEA) 4
. Kapuleoe Agriculursl Park (FEA) .. g ] crormti B

Declaration of Exsmption - County of Hawall
Modification af an Exiating Wall Wiihin the Special Management Atoa and Shorefing Setbatk ... 5

Erwlronmantal Couneil
Tontativa Mesting Date Scheduled for May 11, 2011 ...
Depsrtment of Accounting end Ganeral Serviges Exemption List
Krual Transportadon Agency Exempiian List

Spacial Management Area MIACE PORMIS . .oviviiereiecee o corverss ovenrenss

N o oo

Shoreline - Cestification Applications

Federal Noticoe
High Alfitude Mountainous Eswlronmental Treining, {sland of Hawsll 7

Glossary ... e o soo TR ST sandir o we 8

¢ If you got B massage aaying that e fie 1n damapged whas you d o< an the ih<, ther tha (e Ia 100 by Io opuen within your
web brisvenr. To viow the file, cownlaad directly ta your hard drive by gong fo Fla and seieot 8ave As In your wob browsor,

The Envirvacete) Nolioe 1hio'ma 1he pablia of environmenial essessments and oihar documents et g1 avtilspk: for review
&rd sanmant per RS 343 end 16 saued an he B™ and 23" ot gach month on he OMce of Envireaments! Quality Controta
websfle, If yuu woLld ike ta oe notiad wnan [t 13 fesued, send us yowr email addrasa end we'll put you on nur iealling lise.
Qary Kosgar. Otreaics + DMoa of Envionmendst Quality Cavrat - 238 Bautn Rereienia Sireet, Suliz 202 - Horouu, M) BEAT2.
Tt 8864 W8 - Pyyg 8§6-4408 - Emal: oraedf doh heweiigos - Vdastm, Etpciowai qov:l et v sinuent fosuesindex hiry
Tal frae: Kaug: 254-1141 &2. 64185 - Maut 88432 00 axi. BA1EB - Mninkal) ot 1.800.468-4842 ext, BA138 - Hawal: 074.4000 ox. 84168
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The Envionmentsl Notloe
Offive of Emimnmantel Gualhy Contol
April 29, 214

wfiionatory well in Wailuku, Maul
yalar sourcs. The Proposed Wailukw

Explomatory Well Is being davelopad as parl of DWS's gonlinuing efiorts to disperse the pumping within
tha aqulfar. The proposed psoject is one of obx wite wells planned to replace Shaft 33, Tha six
repiacement wallg will disperse pumping throughsed( the afjuilgr and posltively impact the water quallty
peiffiz e fest of land will be asquired for tha

well site. Pump and water quality tooh deteriing if ha exploralary well will be
water o tyra ooparate Environmenial

2 be miligated by appropriate best manegement practices. in the ohgedo:
lantigl-atdverse impaois ‘0 existing rosources are anticpaied. Consoquenty, signifloant @

indefy impacts arc not anticlpated. The projost Is nat antidpated ta cumulgtively have 8 nege
fact on the physical anvironmont.

HAWAI {(HRS 343)

c————> §. Boiciiho Lesse of Siate Land for Dalry Purposes (FEA)

Island: Hawall

Distriot: Nosth Kohala

T™K: (o) 5-5-03:04, 06 & 08; 5-6-06:01; 5-5-06:02, 13, 04 & 15
Permits: Direot Lease of State Lands

Applicant:  Botellho Hewall Entesprises. PO Box 190, Hawi, HI 26718

Approving

Agsnuy: Pept of Land arx! Natural Reaouroes, Land Divislon, 78 Aupuni Sireet, Roam 204, Hllo, HI
08720, Yesley Matsunags, 9746203

Consultant: Geometriclan Assodlates, PO 8ax 396, Hilo, Ht 86721. Ron Tony, 869-7080

Status: Finding of No Significant Impact. Thevsa |8 na comrnent perind

Boteltho Hawsll Emerprians propasas lo iease eight state properties totaling approximately 660 acres for
continuad «se as a deiry. The company s owned by kemaaing dalry fermer Ed Boteitho, Jr., who
oparstes Clover Leaf Dairy, one of the three remalning daifies in the State. The dalty haa been in
ogurafion at this location sinco 18685 and an the lsiand slnoce 1662, it curantly has 80D cows, with about
650 giving milk at any given time. ARhough the daky curmartly leases and (ully utiizes all of the subject
proparties, Hetaiine Haweail Enterprises seeks lo ralionalize e terms and puipoges of the fease to make
tha dalry mosa efficient and allow prudent acquisition of new equipment. The currant leaeas are set to
exping al various dates In 2019 end 2020. Tho now lease would have a commen thiidy-yaar 1amn. Al
dairying uses would ba allowad for the entira lsaze. No ralecation of tha main par: of the teiry would
occur and no major new facliitias wauld be bull. The maln advantags would be to allow the prowing and
chapping of forage in sreae where only pasturs uses gre cumently aliowed, At tho prosont tima,
acoarding to the Department of Agricuiture, ntore than BO parcant of Hawalt's milk comas from Califoraia.
Dapending on the weather, |z can take more than @ wook to arive in Hawall. This mitk gets pastourizad
before laaving the port and onca again prior to boing batlled in Hewali. Clover Leaf Dalsy trucke &8 mik

4
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Tha Envimamental Netlee
Offios of Emviranmental Quality Control
Apr] 28, 2014

each day for procsssing to Meadow Gold Dairy, which Is located 87 miles awsy in Hilo, from which State
residents can hava accass (o [rash local milk. Stete egriculiure officials are concemed that the loss of
lacal dalvias could laava the Slale's ik supply in a presarious position. The dafry hes been in aparation
In this locatiun sinve 1885, and no sensitive biolopicel or aschaeoioglcal resources aro prasant and there
um no tradilional cultural uees on the agriculturally zoner! property. Agdcultural Impacts are preparly
handled on the dairy, and continuing the dalry i compatibie with uses on susrounding lands

6, _Kaoulana Acricubiural Park (FER)

Isiani; Hawalj

District? Hameakua

TWIK: (3)4-7-05:01, 02 & 03: 4-7-06:01, 05, 08, A7, 10, 14, 20

Proposl

Agoney: Oqunty of Hawall, Dapt of Finenae, Kennelh Van Bergen, 26 Aupuni Street, Sufe 2103,
ilty, HI BB720-4262

Approving

Agency: Same

Consultant: PBR Hawaii & Aesaciates, Inc., 1001 Blshop Biraat, Bulta 880, Honefulu, HI 86734, 5214-
5631 or clarmapdea@pbrhawall.eom

Btatus: Finding of No Signiflsant Impact. There ie no comment period

The Hewall County Dspartment oRFinanoo proposos i parmi or lgefia the subjact propedy s» an
agricultural park. The purposs of the qgricutiural park Is to: dovelop afid demanstrate bast praclices for
sustainable grazing oporations o suppdd the graes-fad bisef induplfy; test altemative oroherd srops for
praduction: provide Incubator opporunifieifor valus-added progidots; and provide training In oultivation
and business greolloss. The proposed adiiyities may inolyde: grazing; agricultural production: and
possibly sivicullurs, In sddifion, educational dglivities sre/planned. Educalional fachities wil Includa
shaus, & shop, an offioe; and & clearing-house faclily for pfocesslng praduce.

Development mey includs: cearing exising ca Gads and Instaliing fencing to oreate paddocks;
instaliation of pumping equipmant 1o accass walsf Yom the Lowsr Hamakua Ditoh; water source
development ech at a wall, raservolr or large-sgaih water catchment systema at higher elevations; and,
constuction of facilitivs to support the educptional compapent of the park. Al Improvements are
anticipated lo boour onsite and the County wiltnot permit any Pagm dwellinga. The andungered Mawalian
hoasy bat has baan detected at this site. Measures 1o avoid Imgagts to the bat, as well as the Hawsilan
hawk include limiting tree clearing ta moriths oulside thess spedus™gesting season. One archaeological
fealure at this &lta Is proposed 1o be yrdlded by any new activity.

DECLARATION OF EXEMPTIQN - County of Hawali
Modifcation of an Existing Wall Within the Epacial Mansgement Aren and Bhoreline Setback

ProjectHpo.:  SAA-11,400834; S5v-14-000007
Dascription: The peiners would fike to demclish a damaged partion of an exising walhgnd stairs on tha
ipital boundaries of the subject properiiee. The ownere furthar wish to dagistruct & new
fall of the same height and width as the existing well that would run on an‘gngle to the
County of Hawaii property fram the noth snd the meuke-makal for & diglance of
approximetely 30 feet on the southwestern edge of the Schampf Trust proparly (TREK: 6-9-
05:01). Another 30 feel in length would bs bullt on the nothwastern adge of the Syt
Trust propasty {TMIC: 6-9-06:25) to separate [t from ths public acosss and lo protect s
propattias from future erasion.
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STATE OF HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
Land Division
Honolulu, Hawaii 96813

July 22,2011

Board of Land and Natural Resources
State of Hawaii PSF No: 10HD-156

Honolulu, Hawaii
HAWAII

Amend Prior Board Action of June 23, 2011, Item D-7, Issuance of Direct Lease
to Boteilho Hawaii Enterprises, Inc. for Dairy Purposes, Opihipau-Hukiaa,
Kokoiki, North Kohala, Hawaii, Tax Map Key: 3"/ 5-5-003:004, 005 & 006, 5-5-
005:001, and 5-5-006:002, 003, 004 & 015.

BACKGROUND:

At its meeting of June 23, 2011, Agenda Item D-7, the Board of Land and Natural Resources
approved, as amended, the issuance of a direct lease to Boteilho Hawaii Enterprises, Inc.
(Applicant) for dairy purposes. (Exhibit A)

REMARKS:

In processing the above, the Hawaii District Land Office received a call from Applicant
reminding staff that the method of payment of the annual lease rent of its existing leases was set-
up as monthly payments, and not as semi-annual payments as indicated in the submittal.
Applicant explained that due to the condition of the economy, payment of the annual rent in
monthly installments is preferred and works best with its business finances and budget.

It was also brought to staff’s attention that the prior Land Board action approving the direct lease
did not address the mutual cancellation of the existing pasture leases identified as General Leases
No. §-4950, S-5572, and S-5574. The effective date for the cancellations will be coordinated
with the commencement date of the new direct lease.

RECOMMENDATION:

1. That the Board Amend its prior Board action of June 23, 2011, under Agenda
Item D-7 by:

A. Authorize the “Method of Payment” of the annual rent for the direct lease

APPRO
LAND A =S

-

AT ITs L= t
——M EXHIBIT 2
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Boteilho Hawaii Enterprises, Inc. Page 2 July 22, 2011
Amend prior Bd Action of 6/23/11

to be payable in monthly installments, due on the first day of each and
every month, in advance.

B. Authorize the mutual cancellation of General Lease Nos. S-4950, S-5572,
and S-5574, to Boteilho Hawaii Enterprises, Inc., covering the subject land
under the terms and conditions cited above, which are by this reference
incorporated herein and further subject to the following:

1) The standard terms and conditions of the most current mutual
cancellation of lease document form, as may be amended from
time to time;

2) Review and approval by the Department of the Attorney General;
and

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

2 All terms and conditions listed in its June 23, 2011 approval to remain the same.

Respectfully Submitted,

Wesley T. Matsu

n
Land Agent V(Zﬁs\

APPROVED FOR SUBMITTAL.:

et}
William J. Aila, Jr., Chairperson




