STATE OF HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
Division of Boating and Occan Recreation
Honolulu, Hawaii

May 23, 2014

Board of Land and Natural Resources
State of Hawaii

Honolulu, Hawaii
LANA’I

AUTHORIZE A CONSENT TO MORTGAGE AND AMENDMENT OF BOATING LEASE
NO. B-93-02, TRILOGY CORPORATION, FOR EXTENSION OF LEASE TERM,
MANELE SMALL BOAT HARBOR, LANA’lL, TAX MAP KEY: 4-9-017-006-0002

APPLICANT AND REQUEST:

Applicant Trilogy Corporation is the lessee under the above-referenced boating
lease which fixed an initial term of 35 years commencing October I, 1993
(hereinafter the “Lease™).

Trilogy Corporation requests a 20-year extension of the lease term to September
30, 2048. Applicant requires the extension to qualify for mortgage lending and to
amortize the cost of bank and self-financed improvements totaling more than
$200,000. With approval of the requested extension, the aggregate term of the
lease will be 55 years.

LEGAL REFERENCE: HRS § 171-36

LOCATION:
Portion of lands set aside by Governor’s Executive Order No. 2141, and further
identified as a portion of Tax Map Key: (4) 4-9-17:006, situated at Manele Small
Boat Harbor, Island of Lana’i, County of Maui, Hawai’i, as shown on the attached
map labeled Exhibit A

AREA:
18,436 square feet, more or less.

ZONING:

State Land Use District: Conservation
County of Maui CZO: Open, Lana’i Project District 1 (Manele)

Item J-1
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of Boating Lease No. B-93-02, Trilogy Corporation for Muy 23, 2014
Extension of Lease Term, Manele Small Boat

Harbor, Lana’i, Tax Map Key: 4-9-017-006-0002 ltem J-1
TRUST LAND STATUS:

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

LEASE CHARACTER OF USE:

Commercial maintenance and operation of a 2400 square foot pavilion and
appurtenant marine facilitics.

TERM OF LEASE:

Current term: Thirty-five (35) years, commencing October 1, 1993 and expiring
September 30, 2028,

Requested term extension: Twenty (20} years, commencing October 1, 2028 and
expiring September 30, 2048.

LEASE ANNUAL RENTAL:

Current annual rental is $9,532.00, payable in quarterly installments on January 1,
April 1, July 1, and October 1 of each year,

RENTAL REOPENING:

Annual rental was subject to re-opening and re-determination on or after
September 30, 2008, and again on or after September 30, 2018.

For the extended twenty year term, the rent shall be reopened and redetermination on or
after September 30, 2028 for the ensuing ten year period and again on September 30,
2038 for the last ten year period.

CHAPTER 343 - ENVIRONMENTAL ASSESSMENT:

Extension of Boating Lease No. B-93-02 will not change existing use of the
leased premises. Accordingly, the requested extension is subject to Exemption
Class No. 1, which exempts from environmental assessment “[operations, repairs
or maintenance of existing structures, facilities, equipment or topographical
features, involving negligible or no expansion or change of use beyond that
previously existing,” See HAR § 11-200-B(a)( 1).

As authorized by the Lease, Lessee constructed an open pavilion structure on the
leased premises and has limited activities conducted therein to those necessary
and incidental to the operation of a passenger rest stop and harbor services center
serving tour boat operators, sea transit passengers and the recreational boating
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of Boating Lease No. B-93-02, Trilogy Corporation for Muy 23, 2014
Extension of Lease Term, Muncle Small Boat
Harbor, Lanu'i, Tax Map Key: 4-9-017-006-0002 ltem J-1

community using harbor facilitics. The renovations and improvements underlying
this request arc within and will not enlarge the scope of uses expressly
contemplated by the Lease.

DCCA VERIFICATION:

Business registration and name confirmed:
YES X

Applicant in good standing confirmed:
YES X

FINANCING OF PROPOSED IMPROVEMENTS:

Trilogy has submitted a conceptual plan and corresponding budget for the
renovation and improvement of the pavilion, copies of which are attached as
Exhibits B, C, D, E & F respectively.

Staff has reviewed the plan and finds that conceptually the proposed renovations
and improvements will better serve resident harbor users and visitors arriving by
sea. The projected cost and requested amortization period are reasonable given

the nature of the improvements, and appear within the financial means of Lessee.

DISCUSSION:
HRS § 171-36 provides in relevant part;

(b) The board, from time to time, upon the issuance or during the term of any
intensive agricultural, aquaculture, commercial, mariculture, special livestock,
pasture, or industrial lease, may:

(3) Extend the term of the lease, to the extent necessary to qualify the lease for
mortgage lendingor. . . to amortize the cost of substantial improvements to
the demised premises that are paid for by the lessee without institutional
financing, such extension being based on the economic life of the improvements
as determined by the board or an independent appraiser; provided that the
approval of any extension shall be subject to the following:

(1)  The demised premises have been used substantially for the purpose for
which they were originally leased;

(2)  The aggregate of the initial term and any extension granted shall not be for
more than sixty-five years;
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3) In the cvent of a reopening, the rental for any cnsuing period shall be the
fair market rental at the time ofrcopcning,I ;

* kK

(6) Where improvements are financed by the lesscee, the lessee shall submit
receipts of expenditures within a time period specified by the board, otherwise the
lease extension shall be canceled;

Applicant meets all statutory conditions to an extension of the lease. Applicant
proposcs substantial improvements to the demised premiscs which will be
nccessary to accommodate the growth of Lana’i as a visitor destination. The
Division of Boating and Ocean Recreation has constructed a 50 foot floating
dock that will be leased to Lana’i Resorts, LLC (“Pulama™). The new loading
dock will service the ferry and Applicant’s vessels during construction of a new
dock serving the inter-island and a new dock serving Applicant’s vessels, and,
longer-term, the several additional commercial vessels Pulama plans to place in
service.

Renovation of the pavilion and the other improvements planned by the Applicant
will ensure its ability to meet the needs of transient visitors while providing
desirable enhancement of facilities available to resident harbor users and
community groups. An important goal of the improvements is to ensure
convenient access between new loading docks and the pavilion.

Applicant has secured a preliminary loan commitment by Bank of Hawaii to
finance $200,000 to be used in renovating and improving the leased premises.
The commitment letter dated May 6, 2014, is attached as Exhibit G. The loan
would be secured by a mortgage of Trilogy Corporation’s interest in the lease but
is expressly conditioned on Board approval of the requested 20 year extension.
Alternatively, Applicant is prepared to self-finance the budgeted improvements.
Either alternative to financing would meet the statutory test for extending the
lease term. Kawahara+Co., Certified Public Accountants, LLC, submitted a letter
justifying the amortization period and is shown as Exhibit H.

Applicant is compliant with the Lease. Its principal business is the water
transportation of passengers between the islands of Maui and Lana’i, and
providing them with an array of activities once on the island. The pavilion has
been used as a passenger rest stop where tour and hotel groups, Lana’i community
groups, Lessee’s charter groups assemble to be served meals, engage in
recreational activities, entertainment activities, and as a venue or staging area for

! Applicant shall be required to pay for an appraisal for the immediate rental reopening.
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other cxcursions. Lanai community groups usc the harbor facilitics, sea transit
passcngers from the ferry and other vesscls. Applicant designed the pavilion with
input from the Lana’i community seniors to ensure easy access for them and
others with disabilities.

Applicant understands that any extension for amortization purposcs will be
conditioned on actual performance of the planned renovations and documentation
of their final cost. The planned improvements would be completed within
twenty-four months of approval. Their lifc expectancy is expected to be at lcast
40 to 50 years. As a result, the value of the improved premises will be
significantly greater on reversion of the leased premises to the State on expiration
of the extended lease in 2038.

The lcased premises has been utilized and maintained by the Lessee substantially
for the purpose for which they were leased.

Staff has not solicited agency comments on this matter because it involves the
cxtension of an existing leasc and not a new disposition. All plans will be
submitted to the Department for approval prior to commencement of construction.

On March 22, 2013 the Board approved a 35 year lease of the loading dock used
by Applicant in accordance with Senate Concurrent Resolution 158 S.D.2.
Extension of the Lease will promote administration of the two leases because they
will run concurrently.

RECOMMENDATION:

1.

That the Board find that the subject request is exempt from the requircment of an
environmental assessment as explained above.

Consent to the Mortgage between Trilogy Corporation, Mortgagor, and Bank of
Hawaii, Mortgagee, Subject to the following:

A. The Loan Proceeds shall be used solely for the improvements of the leased
premises as described and identified herein. The lessee shall maintain records
of the loan expenditures, which may be inspected by the Department.

B. Standard terms and conditions of the most current Consent to Mortgage form,
as may be amended from time to time.

C. Review and approval of the Department of the Attorney General.

3. Authorize the Amendment of Boating Lease No. B-93-02 for an extension of lease,

under the terms and conditions cited above, and subject to the following;
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A, That the Board find that a twenty ycar extension is nccessary to allow

Applicant to quality for bank financing and amortize the costs of renovation
of the pavilion.

That the scope and specifications of the proposed renovations be subject to the
approval of the Board pursuant to paragraph § of the Leasc.

That lease rental be reopened as described above, and re-set in accordance
with scction B of the Lcase, and the applications provisions of chapters 171
and 658, Hawaii Revised Statutes

The standard terms and conditions of the most current lease extension form as
may be amended from time to time.

Review and approval by the Department of the Attorney General.

That the requested extension be subject to such other terms and conditions as
prescribed by the Chairperson to serve the best interests of the State shall be
applicable.

RESPECTFULLY SUBMITTED,

Yo7 s A

Ed Underwood
Administrator

Attachments: Exhibit A — Manele Site Plan
Exhibit B — Maneie Pavilion Site Plan
Exhibit C — Hale o Manele Pavilion & Harbor Store
Exhibit D — Store Layout
Exhibit E — Store Quote
Exhibit F — Riedel Quote
Exhibit G — BOH Loan
Exhibit H — Kawahara Letter

APPROVED:

Aﬁ Aila, Jr.

Chairperson



S_HD 1 o
03_7d=d0 NIQD e .

\.\ .\ e .c...?-;l.
mdguoxqu/////amuqmw S o (S1Y08 0t )
— TV T N

. i " 02 [VNYT A9
ooz eet o5 0 ,AMusub(numwmxmqu iveg 35N WIIN3OIS Iy
hmmwﬂmmawﬂ B O 3ALVHL AVG napavys ¥04 Q3INNY I
BEL A IR S LYOJH0D
NvId ¥3LSVA TR . =7 ONILSIX3 _
HCHHEYH Lvy08 IT3NVYAH y - :
STV L NIS30 ONY OKLIVDR O NOISial® MW ) ~_1, NOHJ313L
SIINTSIY IvENLYN QNY Oy AT pzw.ﬂmqmm\nw\\\\ ; ‘ M 331 440
RIS : { S, INVONILLY
e s : . 4
o il 1 Selivany
e i \.. SHIOG ” Hﬂvﬂlﬂ.l\i ‘
A W1 OEIANGD - fx .............. M
iy Lo oA s B T T\ dNNE s
s L4V B
A e \g33cs \
\\ &.\W\\ \\ L&
VA e Q
N s - B
/ S (23 . hag |
a4 5 A £5-G 3997 Ar9ny)
\\\“\\\\. P /mz:o@m 02 LYNY AY ~
L A o A sne 350 WIDHIANGD
SR 2R HO4 QINNY1d
Vo ™~
~ .._\,
X £0-8b-9 y_J
\
& WOILTLS 1YCT Tl
Y] \ S T~ S
] kY ~ |l-.|lr-1fo-.l-
M \ ‘SAHG € " TON- e
“ % SHYD 89 -
g : NI NYY o !
\ o 21 ENd ;!
rumqu /.. .. \N -
FEYISANYI/OINILG. i, T T et : 7 e AT
= \ iyt H
ST oo TEEe T b
S1¥0E Y€ Tl S -
Y3y 30VEGLS s A g

1¥08 HIvul Bt

EXHIBIT A




WRasyy seapanery Lionapy sy od e 56125 pemary
¥Eir
dotg 15y safhuamery 3 s AL J0qry ADOUH, 203

IJIONOD NOI'TIAVd AVE T1INVIN

o oy .

uonEas[g pug YHON

E%Eé I

I“._-.\i W\(JJH :

ﬁ .:._hr

I el
uelg Jo0y
v
& 3 £
\._.
N
A
hY
m ” s\
& o] Y - SR @
4] rd b
\\ /lo
\\ —'
/ *
; 3
i ..’
—)- & —
k] _ k

pece i st

uoneAILT \ANog

EXHIBIT B

ll




;

|

.L'

I

TAYUDA (NI TINVHNI ONY 1300133 / NCISNY XD 350404

FJOLS HOogdAVH ¥
NOIMIAYY FTaNvYW OFTvH

WU NIYNS

S T

3AVHDdN LNAW3DNVHNI GNY F300W3Y / NOISNYdX3 0I3SO40Ud

FAOLS HOGAVH 7§ NOMIAYL TTaNYW O 1y

| T

W
«Wﬁ,%;.

EXHIBITC

M.

|
7 )

_

FYOLS IDONIINIANOD

NN N

f\ \W_WM._

....r a ; ot 3o Lol "~ o,
- N T 3 b
A S 3 e .wuvwm-ﬂﬁvz 3 .._\m_m_a
g : _ g e 2 )
£ ; |
! n L . 3 .L‘;f%\m > ks /.
_ \%AM\ Rzl AN S N Jx%ﬂ & TR R
=
o
] St ey L — $, Vi
R N Y e N A
e s R i
._T = & W
! (T
| F — Ik
" - : JONNOTAIA - _ ;
9 \1 _ _
_ _ ‘_m



£¢

A4

A

.N\N.JQQU

-/

273 297V

WIQOn-ﬁF L _\\ON\ .W

AN

ALVE

CeApn

o973l

232739

lams |
Lyl wd) ~ g

|
ISP _
3¢ :.WUNHU
g 3
NI AN z
“ n
m Vel Aeel ALty __ s
o . g L4 SRS . 2
¥odiuc} |2 3w ?u(y) .3.1 ..Vwmu__t &us¥) ﬂuw 1) M 2371 rdad Iy
1 =
m | <3

EXHIBIT D



RGS duote

Sales
Project: From:
Trilogy Manele Pavilion Convience RGS Sales - Bill Spere
Store 6770 Hawaii Kai Drive, #402

Honoluly, Hawaii 96825

p. (808) 218-8533

f. (877) 614-0892

e. bill.spere@rgssales.com

Project Code: TRILOGY_

Item Qty Description Sell Sell Total
L il |
1 1ea EQUIPMENT AND LABOR $147,290.00 5147,290.00

Custom Model No. E & L Packed: ea

Equipment for the Trilogy Manele Pavilion Convenience Store.
Equipment per drawing {excluding soda machine, Icee machine, ice
cream case and coffee equipment all provided by vendors, nor wine
rack, reach in freezer or F'real machine}.

2 1 ea LABOR $38,000.00 $38,000.00
Custom Model No. L Packed: ea
Labor to install all provided equipment.

3 lea TAX
Custom Model No. T Packed: ea
Applicable taxes are not included.

Total 5185,290.00
Acceptance: Date:
Printed Name:
Trilogy Manele Pavilion Convience EXHIBITE

Store



RIEDEL CONSTRUCTION, INC
GENERAL ENGINEERING CONTRACTOR
GENERAL CONTRACTOR

HE CONTRACTORS LIC. ¥ABC-20587

P.O. BOX 1656 KAHULU{, HAWAII 96733
PHONE (808) 573-1151 FAX (808) 573-1151
E-MAIL: will@riedelconstruction.com

PROPOSAL
DATE: 5-6-2014 JOB: #14045
SUBMITTED TO: PROJECT:
Trilogy Corporation Trilogy Pavilion renovation
P.O.Box 1119 Manele Harbor, Lanai, Hi 96763

Lahaina Hi Y6767

WE HEREBY SUBMIT THE FOLLOWING PROPOSAL FOR ALL MATERIALS, LABOR AND EQUIPMENT
NECESSARY TO COMPLETE IN A WORKMANLIKE MANNER AS OUTLINED BELOW:

PROPOSAL INCLUDES:

Remaodel pavilion at Manele Harbor per conceptual plans by Bob Bolus AIA
and RGS Sales

remedel lower floor for Convenicnce Store and Passenger Lounge Arca per plan, installation
of new elcctrical services, remove and replace plumbing and fixtures, remove and replace
interior wall 1o new plan, electrical in walls and plumbing, new sheetrock, tape and texture
and painting, ceiling new lighting, new painting on exterior of structure, new concrete
kitchen floor, install vinyl floor 10 meet DOH codces,
move entrance door location to new location per plan.

PROPOSAL EXCLUDES:
Permits, transportation to and from Island, Lodging, food.

PAYMENTS TO BE AS FOLLOWS: $105,928.000
Payments as follows: deposit $10,000.00 duc at signing

Percent complete after deposit

NOTE: This proposal valid for sixty (60) days. After sixty (60) days, re-bid will be nccessary.

sichep: £ 2 € YN~ <M. J. RIEDEL

PRESIDENT

ACCEPTANCE OF PROPOSAL: SIGNATURE DATE ___

EXHIBITF



i1 Bank of Hawaii

May 6, 2014

James Coon, CEQ
Trilogy

207 Kupuohi Street
Lahaina, HI 96761

Dear Jim,

We would be able to pursue a commercial real estate loan, using your Lanai pavilion property,
leased from DLNR, structured with a 10 year term, and a 25 year amortization, if you are able to
extend your land lease to the 34 years, as we discussed. Your loan structure based on a potential
loan of $200,000 would be as follows:

$200,000 Loan

10 year term — subject to negotiation after the term period
5% fixed rate (indicative rate as of 5/6/14)

25 year amortization

$1,169.18 — monthly payment.

If you have any questions, please call me at 856-2601.

Sincerely,

e

Greg Knue
Vice President and
Commercial Banking Officer

Maui Commercial Banking Center » 2105 Main Street « Wailuku, HI 95793 « Tel (808) B56-2610 « Fax (80B) 856-2615 » boh.com

- EXHIBIT G



awahara+Co.

CERTIFIED PUBLIC ACCOUNTANTS, LLC

May 12, 2014
Mr. Jim Coon
Trilogy Corporation
P.O.Box 1119
Lahaina, HI 96767
RE: Depreciation Period - Hale O Manele Pavilion & Harbor Store Manele Bay, Lanai

Dear Mr. Coon:

Thank you for your telephone call on Monday, May 12, 2014 regarding the depreciation period
for planned leasehold improvements to the Pavilion at Manele Bay, Lanai.

IRS Section 168(c) states that the applicable recovery period for nonresidential real property is
39 years. Therefore, any improvements that you make will be depreciated over 39 years.

Currently, should you make any improvements to the Pavilion, your recovery period would
exceed your current lease by 25 years. In other words, you would only have depreciated 14
years of improvements before your current lease expired.

Ideally, you would like your lease to either exceed or match your recovery period. Therefore, to
fully utilize your improvements over its expected life, you would need an additional 25 year
extension on your current lease.

Should you have any questions, please do not hesitate to contact me.

Sincerely,

il

Robert Kawahash, CPA
Managing Member

EXHIBIT H

840 ALUA ST, SUITE 203, WAILUKU, MAUI, HAWAI| 96793 T 808.244.5531 F 808.244.5218



