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1. Executive Summary

Subject of the
Feasibility Study

The subject of the feasibility study is a 25,617-square-foot (0.59-acre) site to be
improved with a full-service lodging facility. The property, which is planned to open
on January 1, 2025, will feature 240 rooms, a speakeasy, a lobby café/bar, a rooftop
restaurant, and a rooftop bar & lounge, 7,172 square feet of flexible meeting space,
an outdoor pool, an outdoor whirlpool, a fitness center, a market pantry, a lobby
workstation, and a concierge desk. The hotel will also contain the appropriate
parking capacity and all necessary back-of-the-house space.

RENDERING OF PROJECT

HOTEL
—

The proposed subject property is envisioned as a lifestyle/boutique hotel. While a
particular brand has yet to be chosen for this project, our feasibility study assumes
that the proposed subject hotel will operate as an upscale- to upper-upscale, full-
service hotel under a brand not currently represented in the market. The site is
favorably located in the Chinatown Historic District within the greater Downtown
Honolulu neighborhood. While still in the early stages of development, the proposed
subject hotel is planned to offer several unique facilities and amenities, including a
fifth-floor sky lobby that overlooks the Honolulu Harbor, as well as a rooftop
amenity deck that features a restaurant, a bar/lounge, and an outdoor swimming
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Pertinent Dates

CovID-19

pool. The subject site’s location is 112 North Nimitz Highway, Honolulu, Hawaii
96817.

The effective date of the report is June 24, 2021. The subject site was inspected by
John Berean on May 10, 2021.

In December 2019, a novel coronavirus known as SARS-CoV-2 (COVID-19) was first
identified in China, which has since spread throughout the world. The first reported
case in the United States occurred in the State of Washington in late January 2020;
by mid-March, cases had been identified in all 50 states, and the number of cases
was increasing exponentially. The World Health Organization (WHO) officially
declared COVID-19 a global pandemic on March 11, 2020, and the U.S. declared the
outbreak a National Emergency on March 13, 2020. As the number of cases
multiplied in the U.S. and throughout the world, governments implemented
lockdowns and social-distancing measures in an effort to slow the spread of the
virus. In most cases, these measures were effective, and the rates of infection slowed
substantially through the summer months. After a spike in late December/early
January, the number of new cases declined again. With vaccinations now available
for all adults, infection rates continue to decline in most states. As a result, consumer
confidence in being able to travel safely in the U.S. is rising; thus, the outlook for
recovery of the travel industry has significantly improved.

The pandemic led to global economic disruptions, as stock markets throughout the
world suffered sharp declines and the price of oil dropped precipitously. The
markets have realized a significant recovery since the initial impact, and the price
of oil has also recovered. In the U.S., economic activity declined sharply because of
restrictions on business and travel. In most areas of the U.S., all but essential
businesses were effectively closed for much of the second quarter of 2020, resulting
in a 31.4% drop in GDP. With most states easing or lifting restrictions over the
summer, the economy rebounded in the latter half of 2020, and with a 6.4% gain in
the first quarter of 2021, actual GDP exceeded pre-pandemic levels. Significant
government support contributed to this rebound, and the latest $1.9-trillion funding
bill passed in March 2021 will further contribute to the ongoing economic recovery,
with GDP growth for 2021 expected to reach or exceed 6.0%. While the long-term
impact of the bailouts remains unknown, it is clear that the economic rebound is
already well underway and will continue to stimulate the recovery of the hospitality
industry.

The hospitality industry was severely affected by the pandemic, as travel declined
sharply and restrictions on group sizes resulted in the cancellation of meetings and
conventions. Most festivals and sporting events were similarly affected. Business
and group travel dropped sharply; leisure travel was also affected, although not as
significantly, as many resort and drive-to destinations captured demand from
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Ownership History

Management and
Franchise History and
Assumptions

Summary of Hotel
Market Trends

Americans eager for a change of scenery. With vaccines widely available and
infection rates falling, most travel restrictions have now been lifted, and travel has
resumed. Leisure continues to be the strongest segment, with business travel also
increasing, albeit at a slower pace. Group events are also returning, led by social
gatherings. Corporate group and convention activity is anticipated to follow,
initially consisting of events deferred from 2020 and early 2021, but this segment is
not expected to regain historical levels until 2023 or 2024. The impact of the
pandemic and ongoing recovery of the market are well illustrated by STR’s RevPAR
statistics for the month of April, which saw the greatest impact due to the pandemic.
In April 2019, RevPAR for the U.S. lodging industry was $89.36. With the onset of
the pandemic, RevPAR dropped to $17.79 in April 2020, an 80% decline. In April
2021, RevPAR recovered to $63.46, still 29% below the 2019 level but a substantial
improvement over the 2020 performance. Given the recent trend, hotel owners,
operators, and investors are increasingly optimistic about the balance of the year
and the ultimate recovery of the market.

The developer of the proposed subject hotel is ‘Ikenakea Development, which is
based in Honolulu, Hawaii. The subject site was last sold in 1991; C Q Yee Hop & Co
Ltd. & Yee Hop Realty Ltd. has owned the site since that time, having purchased it
for an undisclosed price. The subject site is now under contract for purchase by 3
Leaf Holdings for a reported price of $11,000,000.

Details pertaining to management terms were not yet determined at the time of this
report; however, we assume that the proposed hotel will be managed by a
professional hotel-operating company, with fees deducted at rates consistent with
current market standards. Our projections reflect a total management fee of 3.0%
of total revenues.

According to the developer, the proposed subject hotel will operate as a soft-
branded, lifestyle/boutique property. Although a specific franchise affiliation
and/or brand has yet to be finalized, based upon a review of several published
franchise fees for brands that fall within this category, we have selected a royalty
fee of 5.0% of rooms revenue and a marketing assessment fee of 3.5% of rooms
revenue in order to estimate the cost of a national franchise affiliation. Based on our
review of the agreement’s terms or expected terms, the Independent franchise is
reflected in our forecasts with a royalty fee of 5% of rooms revenue, and a marketing
assessment of 3.5% of rooms revenue.

O'ahu is a major resort destination, and tourism represents the primary source of
demand for the selected set of competitive hotels in this market. Hotel demand in
Hawaii, similar to other major destination resort markets, is sensitive to economic
trends, as much of the travel is discretionary or incentive in nature. During
challenging economic periods, demand has contracted significantly, and during
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more prosperous economic periods, demand has rebounded to prior peak levels.
Hotel operators report that demand has historically been affected by currency
exchange rates in countries such as Japan, China, Australia, and Canada, and a
strengthening U.S. dollar can affect visitation trends.

The following table provides a historical perspective on the supply and demand
trends for a selected set of hotels, as provided by STR.

FIGURE 1-1 HISTORICAL SUPPLY AND DEMAND TRENDS (STR)

Average Daily Available Occupied Average

Year Room Count Room Nights Change  Room Nights Change Occupancy Rate Change RevPAR Change
2008 2,265 826,560 — 606,283 — 73.4 % $165.54 — $121.42 -
2009 2,268 827,820 0.2 % 622,103 26 % 75.1 139.76 (15.6) % 105.03 (13.5) %
2010 2,389 871,804 53 678,220 9.0 77.8 138.70 (0.8) 107.90 2.7
2011 2,624 957,760 9.9 756,446 11.5 79.0 154.99 11.7 122.41 134
2012 2,624 957,760 0.0 829,394 9.6 86.6 171.12 10.4 148.19 211
2013 2,624 957,760 0.0 817,633 (1.4) 85.4 193.50 131 165.19 11.5
2014 2,624 957,760 0.0 818,505 0.1 85.5 204.47 5.7 174.74 5.8
2015 2,598 948,192 (1.0) 834,874 2.0 88.0 211.85 3.6 186.53 6.7
2016 2,466 900,138 (5.1) 772,965 (7.4) 85.9 225.49 6.4 193.63 3.8
2017 3,061 1,117,116 24.1 943,552 22.1 84.5 215.47 (4.4) 182.00 (6.0)
2018 3,220 1,175,300 5.2 980,430 3.9 83.4 220.27 2.2 183.75 1.0
2019 3,258 1,189,086 1.2 1,036,630 5.7 87.2 225.05 2.2 196.20 6.8
2020 3,378 1,232,970 3.7 448,000 (56.8) 36.3 208.51 (7.3) 75.76 (61.4)

Year-to-Date Through March
2020 3,378 304,020 — 222,161 — 73.1 % $229.31 — $167.57 -
2021 3,378 304,020 0.0 % 119,592 (46.2) % 39.3 179.28 (21.8) % 70.52 (57.9) %

Average Annual Compounded Change:

2008 - 2019 34 % 5.0 % 28 % 45 %

2015 - 2019 5.8 5.6 1.5 1.3

Competitive Number Year Year

Hotels Included in Sample Class Status of Rooms Affiliated Opened Comments

The Surfjack Hotel & Swim Club Upscale Class Primary 111 Jan 2020 Jun 1962

Outrigger Resorts Waikiki Beachcomber Upper Upscale Class Secondary 496 Nov 2020 Jun 1971  S/O (Apr '20); R/O (Nov '20)

Autograph Collection The Laylow Upper Upscale Class Primary 251 Mar 2017 Jan 1973

Hilton Waikiki Beach Upper Upscale Class Secondary 601 Oct 2020 Jun 1980 S/O (Apr '20); R/O (Oct '20)

DoubleTree by Hilton Hotel Alana Waikiki Upscale Class Secondary 317 Nov 2020 Mar 1992  S/O (Apr '20); R/O (Nov '20)

Aston Hotel At The Executive Centre Upscale Class Primary 112 Jan 2009 Jun 1992

Embassy Suites by Hilton Waikiki Beach Walk Upper Upscale Class Primary 369 Dec 2006 Dec 2006

The Modern Honolulu Upscale Class Primary 353 Sep 2011 Sep 2010

Hampton by Hilton Inn & Suites Oahu/Kapolei Upper Midscale Class  Secondary 175 Sep 2016 Sep 2016

Hyatt Centric Waikiki Beach Upper Upscale Class Primary 230 Nov 2020 Dec 2016 S/O (Apr'20); R/O (Nov '20)

Embassy Suites by Hilton Oahu Kapolei Upper Upscale Class Secondary 180 Sep 2017 Sep 2017

Residence Inn Oahu Kapolei Upscale Class Secondary 183 Oct 2019 Oct 2019

Total 3,378

*S/0 (Suspended Operations); R/O (Resumed Operations); E/O (Expected Reopening)

Source: STR
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The following tables reflect our estimates of operating data for hotels on an
individual basis. These trends are presented in detail in the Supply and Demand
Analysis chapter of this report.
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FIGURE 1-2

Est. Segmentation

PRIMARY COMPETITORS — OPERATING PERFORMANCE

Estimated 2018

Estimated 2019

2
g Weighted Weighted
Z%' E’ Annual Annual
Number of 5 gp Room Room Occupancy Yield

Property Rooms & S Count Occ. Average Rate RevPAR Count Occ. Average Rate RevPAR Penetration  Penetration
The Laylow, Autograph
Collection 251 78 % 17 % 5% 251 90-95 % $220 - $230 $200 - $210 251 85-90 % $230 - $240 $200 - $210 95-100 % 100- 110 %
Hyatt Centric Waikiki Beach 230 75 20 5 230 90 - 95 200 - 210 190 - 200 230 90 - 95 210 - 220 200 - 210 100 - 110 100 - 110
The Modern Honolulu 353 60 30 10 353 65-70 260 - 270 180 - 190 353 75 - 80 280 - 290 210 - 220 85-90 110- 120
Surfjack Hotel & Swim Club 111 70 25 5 111 90 - 95 210 - 220 190 - 200 111 90 - 95 200 - 210 180 - 190 100 - 110 90 - 95
Embassy Suites by Hilton

. 369 70 20 10 369 90 - 95 300 - 325 290 - 300 369 90 - 95 300 - 325 290 - 300 100 - 110 140 - 150
Waikiki Beach Walk
Aston at the Executive Centre
Hotel 112 90 5 5 137 60 - 65 160 - 170 105 - 110 129 70-75 160 - 170 120 - 125 80 - 85 60 - 65
Sub-Totals/Averages 1,426 2% 21% 7% 1,451 83.9 % $249.49 $209.44 1,443 86.5 % $257.98 $223.18 99.3 % 111.7 %
Secondary Competitors 1,952 70% 16 % 14 % 1,327 83.0 % $196.06 $162.70 1,361 87.8 % $199.26 $174.93 100.8 % 87.6 %
Totals/Averages 3,378 71% 19% 10 % 2,778 835 % $224.12 $187.11 2,804 87.1 % $229.26 $199.76 100.0 % 100.0 %

* Specific occupancy and average rate data were utilized in our analysis, but are presented in ranges in the above table for the purposes of confidentiality.
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FIGURE 1-3 SECONDARY COMPETITORS — OPERATING PERFORMANCE

Est. Segmentation

Estimated 2018

Estimated 2019

L
g Weighted Weighted
ﬁ E Total Annual Annual
Number of g 5‘, Competitive Room Room
Property Rooms S Level Count Occ. Average Rate RevPAR Count Occ. Average Rate RevPAR
Embassy Suites by Hilton
. . 180 80 % 5% 15 % 75 % 135 75-80 % $210-$220 $160-$170 135 80-85 % $220-$230 $180-$190
O'ahu Kapolei
Hampton by Hilton O'ahu
Kapolei 175 85 5 10 75 131 90 - 95 180 - 190 170 - 180 131 95 - 100 190 - 200 180 - 190
Residence Inn by Marriott
. . 183 85 5 10 75 Not Open 35 55 - 60 210 - 220 120 - 125
O'ahu Kapolei
Hilton Waikiki Beach 601 70 15 15 75 451 95 - 100 200 - 210 190 - 200 451 90 - 95 200 - 210 190 - 200
Waikiki Beachcomber by
) 496 63 25 12 75 372 60 - 65 180 - 190 110 - 115 372 80 - 85 190 - 200 150 - 160
Outrigger
DoubleT by Hilt
LA A 317 65 20 15 75 238 85-90 180-190  160- 170 238 85-90 180-190  160- 170
Alana Waikiki
Totals/Averages 1,952 70% 16 % 14 % 75 % 1,327 83.0 % $196.06 $162.70 1,361 87.8 % $199.26 $174.93

* Specific occupancy and average rate data was utilized in our analysis, but is presented in ranges in the above table for the purposes of confidentiality.
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Summary of Forecast
Occupancy and

Based on our analysis presented in the Projection of Occupancy and Average Rate
chapter, we have chosen to use a stabilized occupancy level of 80% and a base-year

Average Rate rate position of $240.00 for the proposed subject hotel. The following table reflects
a summary of our market-wide and proposed subject hotel occupancy and average

rate projections.

FIGURE 1-4 ADR FORECAST — MARKET AND PROPOSED SUBJECT PROPERTY

Historical
Calendar Year 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Market ADR $229.26  $212.41 $199.67 $210.65 $224.34 $23556 $244.98 $252.33  $259.90 $267.70
Projected Market ADR Growth Rate = -7.3% -6.0% 5.5% 6.5% 5.0% 4.0% 3.0% 3.0% 3.0%
Proposed Subject Property ADR (As-If Stabilized) $240.00] $222.36 $209.02 $220.52 $234.85 $246.59 $256.46 $264.15 $272.08  $280.24
ADR Growth Rate -7.3% -6.0% 5.5% 6.5% 5.0% 4.0% 3.0% 3.0% 3.0%
Proposed Subject Stabilized ADR Penetration 104.7% 104.7% 104.7% 104.7% 104.7% 104.7% 104.7% 104.7% 104.7% 104.7%
Fiscal Year 2025 2026 2027 2028
Proposed Subject Property Average Rate $256.46  $264.15 $272.08 $280.24
Opening Discount 5.0% 2.0% 0.0% 0.0%
Average Rate After Discount $243.63 $258.87 $272.08 $280.24
Real Average Rate Growth = 6.3% 5.1% 3.0%
Market ADR $244.98 $252.33  $259.90 $267.70
Proposed Subject ADR Penetration (After Discount) 99.5% 102.6% 104.7% 104.7%
ADR Expressed in Base-Year Dollars Deflated @ Inflation Rate $216.36  $223.19 $227.75 $227.75

Summary of Forecast
Income and Expense

Statement presented in the following table.

Our positioning of each revenue and expense level is supported by comparable
operations or trends specific to this market. Our forecast of income and expense is
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FIGURE 1-5 DETAILED FORECAST OF INCOME AND EXPENSE

2025 (Calendar Year) 2026 2027 Stabilized 2029

Number of Rooms: 240 240 240 240 240
Occupancy: 70% 75% 78% 80% 80%
Average Rate: $243.63 $258.87 $272.08 $280.24 $288.65
RevPAR: $170.54 $194.15 $212.22 $224.19 $230.92
Days Open: 365 365 365 365 365
Occupied Rooms: 61,320 %Gross PAR POR 65,700 %Gross PAR POR 68,328 %Gross PAR POR 70,080 %Gross PAR POR 70,080 %Gross PAR POR
OPERATING REVENUE
Rooms $14,940 64.0 % $62,250 $243.64 $17,008 64.0 % $70,867 $258.87 $18,590 63.5 % $77,458 $272.07 $19,639 63.7 % $81,829 $280.24 $20,228 63.7 % $84,283 $288.64
Food 3,540 15.2 14,750 57.73 4,048 15.2 16,866 61.61 4,518 15.4 18,826 66.13 4,743 15.4 19,761 67.68 4,885 15.4 20,354 69.71
Beverage 2,448 10.5 10,200 39.92 2,870 10.8 11,957 43.68 3,302 11.3 13,757 48.32 3,449 11.2 14,372 49.22 3,553 11.2 14,803 50.70
Other Operated Departments 152 0.7 633 2.48 160 0.6 665 2.43 166 0.6 692 2.43 172 0.6 719 2.46 178 0.6 740 2.53
Parking 888 3.8 3,699 14.48 945 3.6 3,937 14.38 992 3.4 4,134 14.52 1,035 3.4 4,312 14.77 1,066 3.4 4,441 15.21
Resort Fee 1,058 4.5 4,408 17.25 1,222 4.6 5,092 18.60 1,374 4.7 5,725 20.11 1,440 4.7 5,998 20.54 1,483 4.7 6,178 21.16
Miscellaneous Income 304 1.3 1,266 4.95 319 1.2 1,329 4.86 332 1.1 1,385 4.86 345 1.1 1,437 4.92 355 1.1 1,480 5.07

Total Operating Revenues 23,330 100.0 97,207 380.46 26,571 100.0 110,712 404.43 29,275 100.0 121,978 428.44 30,823 100.0 128,428 439.82 31,747 100.0 132,280 453.01
DEPARTMENTAL EXPENSES *
Rooms 4,098 274 17,074 66.83 4,332 255 18,049 65.93 4,530 244 18,876 66.30 4,713 24.0 19,639 67.26 4,855 24.0 20,228 69.27
Food & Beverage 5,113 854 21,306 83.39 5,520 79.8 23,000 84.02 5,920 75.7 24,667 86.64 6,144 75.0 25,600 87.67 6,328 75.0 26,368 90.30
Other Operated Departments 109 71.9 455 1.78 113 70.9 471 1.72 117 70.4 487 1.71 121 70.0 503 1.72 124 70.0 518 1.77
Parking 372 419 1,549 6.06 386 40.9 1,610 5.88 400 404 1,668 5.86 414 40.0 1,725 5.91 426 40.0 1,776 6.08
Total Expenses 9,692 415 40,384 158.06 10,351 39.0 43,130 157.55 10,968 37.5 45,698 160.51 11,392 37.0 47,467 162.56 11,734 37.0 48,891 167.43
DEPARTMENTAL INCOME 13,638 58.5 56,823 222.40 16,220 61.0 67,582 246.88 18,307 62.5 76,279 267.93 19,431 63.0 80,961 277.26 20,013 63.0 83,389 285.58
UNDISTRIBUTED OPERATING EXPENSES
Administrative & General 1,430 6.1 5,958 23.32 1,508 5.7 6,283 22.95 1,579 5.4 6,580 23.11 1,636 5.3 6,816 23.34 1,685 5.3 7,021 24.04
Info & Telecom Systems 260 1.1 1,083 4.24 274 1.0 1,142 4.17 287 1.0 1,196 4.20 297 1.0 1,239 4.24 306 1.0 1,276 4.37
Marketing 1,300 5.6 5,417 21.20 1,371 5.2 5,711 20.86 1,436 4.9 5,982 21.01 1,487 4.8 6,196 21.22 1,532 4.8 6,382 21.86
Franchise Fee 1,270 5.4 5,291 20.71 1,446 5.4 6,024 22.00 1,580 5.4 6,584 23.13 1,669 5.4 6,955 23.82 1,719 5.4 7,164 24.53
Prop. Operations & Maint. 780 33 3,250 12.72 822 3.1 3,427 12.52 861 2.9 3,589 12.61 892 2.9 3,718 12.73 919 2.9 3,829 13.11
Utilities 1,040 4.5 4,333 16.96 1,097 4.1 4,569 16.69 1,149 3.9 4,786 16.81 1,190 3.9 4,957 16.98 1,225 3.9 5,106 17.49
Total Expenses 6,080 26.0 25,333 99.15 6,517 245 27,156 99.20 6,892 235 28,718 100.87 7,172 233 29,882 102.34 7,387 233 30,779 105.41
GROSS OPERATING PROFIT 7,558 325 31,490 123.25 9,702 36.5 40,426 147.67 11,415 39.0 47,562 167.06 12,259 39.7 51,079 174.93 12,627 39.7 52,611 180.17
Management Fee 700 3.0 2,916 11.41 797 3.0 3,321 12.13 878 3.0 3,659 12.85 925 3.0 3,853 13.19 952 3.0 3,968 13.59
INCOME BEFORE NON-OPR. INC. & EXP. 6,858 29.5 28,574 111.84 8,905 335 37,105 135.54 10,537 36.0 43,902 154.21 11,334 36.7 47,226 161.73 11,674 36.7 48,642 166.58
NON-OPERATING INCOME & EXPENSE
Property Taxes 1,105 4.7 4,604 18.02 1,138 4.3 4,742 17.32 1,172 4.0 4,884 17.16 1,207 3.9 5,031 17.23 1,244 3.9 5,182 17.75
Insurance 269 1.2 1,120 4.39 277 1.0 1,154 4.22 285 1.0 1,189 4.18 294 1.0 1,224 4.19 303 1.0 1,261 4.32
Total Expenses 1,374 5.9 5,724 22.40 1,415 5.3 5,896 21.54 1,458 5.0 6,073 21.33 1,501 4.9 6,255 21.42 1,546 4.9 6,443 22.06
EBITDA 5,484 236 22,850 89.43 7,490 28.2 31,208 114.00 9,079 31.0 37,829 132.87 9,833 31.8 40,971 140.31 10,128 31.8 42,199 144.52
Reserve for Replacement 467 2.0 1,944 7.61 797 3.0 3,321 12.13 1,171 4.0 4,879 17.14 1,233 4.0 5,137 17.59 1,270 4.0 5,291 18.12
EBITDA LESS RESERVE $5,017 21.6 % $20,906  $81.82 $6,693 25.2 % $27,887 $101.87 $7,908 27.0 % $32,950 $115.74 $8,600 27.8 % $35,834 $122.72 $8,858 27.8 % $36,908 $126.40

*Departmental expenses are expressed as a percentage of departmental revenues.
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FIGURE 1-6 TEN-YEAR FORECAST OF INCOME AND EXPENSE

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Number of Rooms: 240 240 240 240 240 240 240 240 240 240
Occupied Rooms: 61,320 65,700 68,328 70,080 70,080 70,080 70,080 70,080 70,080 70,080
Occupancy: 70% 75% 78% 80% 80% 80% 80% 80% 80% 80%
Average Rate: $243.63 %of $258.87 % of $272.08 % of $280.24 % of $288.65 % of $297.30 % of $306.22 % of $315.41 % of $324.87 % of $334.62 % of
RevPAR: $170.54 Gross $194.15 Gross $212.22  Gross $224.19  Gross $230.92  Gross $237.84  Gross $244.98  Gross $252.33  Gross $259.90 Gross $267.70  Gross
OPERATING REVENUE

Rooms $14,940 64.0 % $17,008 64.0 % $18,590 63.5 % $19,639 63.7 % $20,228 63.7 % $20,835 63.7 % $21,460 63.7 % $22,104 63.8 % $22,767 63.9 % $23,450 63.9 %
Food 3,540 15.2 4,048 15.2 4,518 15.4 4,743 15.4 4,885 15.4 5,032 15.4 5,183 15.4 5,338 15.4 5,498 15.4 5,663 15.4
Beverage 2,448 10.5 2,870 10.8 3,302 11.3 3,449 11.2 3,553 11.2 3,659 11.2 3,769 11.2 3,882 11.2 3,999 11.2 4,119 11.2
Other Operated Departments 152 0.7 160 0.6 166 0.6 172 0.6 178 0.6 183 0.6 188 0.6 194 0.6 200 0.6 206 0.6
Parking 888 3.8 945 3.6 992 3.4 1,035 3.4 1,066 34 1,098 3.4 1,131 3.4 1,165 3.4 1,200 3.4 1,236 3.4
Miscellaneous Income 304 i3 319 1.2 332 1.1 345 1.1 355 1.1 366 1.1 377 1.1 388 1.1 400 1.1 412 1.1

Total Operating Revenues 23,330 100.0 26,571 100.0 29,275 100.0 30,823 100.0 31,747 100.0 32,700 100.0 33,681 100.0 34,644 100.0 35,636 100.0 36,705 100.0

DEPARTMENTAL EXPENSES *

Rooms 4,098 27.4 4,332 25.5 4,530 24.4 4,713 24.0 4,855 24.0 5,000 24.0 5,150 24.0 5,305 24.0 5,464 24.0 5,628 24.0
Food & Beverage 5,113 85.4 5,520 79.8 5,920 75.7 6,144 75.0 6,328 75.0 6,518 75.0 6,714 75.0 6,915 75.0 7,123 75.0 7,336 75.0
Other Operated Departments 109 71.9 113 70.9 117 70.4 121 70.0 124 70.0 128 70.0 132 70.0 136 70.0 140 70.0 144 70.0
Parking 372 41.9 386 40.9 400 40.4 414 40.0 426 40.0 439 40.0 452 40.0 466 40.0 480 40.0 494 40.0
Total Expenses 9,692 41.5 10,351 39.0 10,968 37.5 11,392 37.0 11,734 37.0 12,086 37.0 12,448 37.0 12,822 37.0 13,206 37.1 13,603 37.1
DEPARTMENTAL INCOME 13,638 58.5 16,220 61.0 18,307 62.5 19,431 63.0 20,013 63.0 20,614 63.0 21,232 63.0 21,822 63.0 22,430 62.9 23,103 62.9
UNDISTRIBUTED OPERATING EXPENSES

Administrative & General 1,430 6.1 1,508 5.7 1,579 5.4 1,636 5.3 1,685 5.3 1,735 5.3 1,788 5.3 1,841 5.3 1,895 5.3 1,952 53
Info & Telecom Systems 260 1.1 274 1.0 287 1.0 297 1.0 306 1.0 316 1.0 325 1.0 335 1.0 345 1.0 355 1.0
Marketing 1,300 5.6 1,371 5.2 1,436 4.9 1,487 4.8 1,532 4.8 1,578 4.8 1,625 4.8 1,673 4.8 1,723 4.8 1,775 4.8
Franchise Fee 1,270 5.4 1,446 5.4 1,580 5.4 1,669 5.4 1,719 5.4 1,771 5.4 1,824 5.4 1,879 5.4 1,935 5.4 1,993 5.4
Prop. Operations & Maint. 780 3.3 822 3.1 861 2.9 892 2.9 919 2.9 947 2.9 975 2.9 1,004 2.9 1,034 2.9 1,065 2.9
Utilities 1,040 4.5 1,097 4.1 1,149 Bi9 1,190 3.9 1,225 3.9 1,262 3.9 1,300 Bi9 1,339 Bi9 1,378 B9 1,420 3.9
Total Expenses 6,080 26.0 6,517 245 6,892 235 7,172 233 7,387 233 7,609 233 7,837 233 8,070 233 8,310 233 8,559 233
GROSS OPERATING PROFIT 7,558 32.5 9,702 36.5 11,415 39.0 12,259 39.7 12,627 39.7 13,005 39.7 13,396 39.7 13,753 39.7 14,120 39.6 14,544 39.6
Management Fee 700 3.0 797 3.0 878 3.0 925 3.0 952 3.0 981 3.0 1,010 3.0 1,039 3.0 1,069 3.0 1,101 3.0
INCOME BEFORE NON-OPR. INC. & EXP. 6,858 29.5 8,905 335 10,537 36.0 11,334 36.7 11,674 36.7 12,024 36.7 12,385 36.7 12,713 36.7 13,051 36.6 13,443 36.6
NON-OPERATING INCOME & EXPENSE

Property Taxes 1,105 4.7 1,138 43 1,172 4.0 1,207 3.9 1,244 3.9 1,281 3.9 1,319 3.9 1,359 3.9 1,400 3.9 1,442 3.9
Insurance 269 1.2 277 1.0 285 1.0 294 1.0 303 1.0 312 1.0 321 1.0 331 1.0 341 1.0 351 1.0
Total Expenses 1,374 5.9 1,415 53 1,458 5.0 1,501 4.9 1,546 4.9 1,593 4.9 1,640 4.9 1,690 4.9 1,740 4.9 1,793 4.9
EBITDA 5,484 23.6 7,490 28.2 9,079 31.0 9,833 31.8 10,128 31.8 10,432 31.8 10,745 31.8 11,024 31.8 11,311 31.7 11,650 31.7
Reserve for Replacement 467 2.0 797 3.0 1,171 4.0 1,233 4.0 1,270 4.0 1,308 4.0 1,347 4.0 1,386 4.0 1,425 4.0 1,468 4.0
EBITDA LESS RESERVE $5,017 21.6 % $6,693 252 % $7,908 27.0 % $8,600 27.8 % $8,858 27.8 % $9,124 27.8 % $9,397 27.8 % $9,638 27.8 % $9,885 27.7 % $10,182 27.7 %
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Feasibility Conclusion

Assignment Conditions

As illustrated, the hotel is expected to stabilize at a profitable level. Please refer to
the Forecast of Income and Expense chapter of our report for a detailed explanation
of the methodology used in deriving this forecast.

The Feasibility Analysis chapter of this report converts these cash flows into a net
present value indication assuming set-forth debt and equity requirements and a
development cost of $114,100,000. The construction budget provided by the
developer appears to include all typical and adequate costs for the proposed subject

property.

The conclusion of this analysis indicates that an equity investor contributing
$39,937,000 (roughly 35% of the $114,100,000 development cost) could expect to
receive a 14.4% internal rate of return over a ten-year holding period, assuming that
the investor obtains financing at the time of the project’s completion at the loan-to-
value ratio and interest rate set forth. The proposed subject hotel has an
opportunity to accommodate an underserved niche in the market. Based on our
market analysis, there is sufficient market support for the proposed Chinatown
Hotel. Our conclusions are based primarily on the long-term strength of the greater
Hawaii lodging market. Our review of investor surveys indicates equity returns
ranging from 10.8% to 12.2%, with an average of 17.0%. Based on these parameters,
the calculated return to the equity investor, 13.5%, is within the range of market-
level returns given the anticipated cost of $114,100,000. We note that the calculated
return is based upon the cost estimated by HVS, which includes the developer's
administrative costs, as well as an entrepreneurial incentive.

“Extraordinary Assumption” is defined in USPAP as follows:

An assignment-specific assumption as of the effective date regarding
uncertain information used in an analysis which, if found to be false, could
alter the appraiser’s opinions or conclusions. Comment: Uncertain
information might include physical, legal, or economic characteristics of the
subject property; or conditions external to the property, such as market
conditions or trends; or the integrity of data used in an analysis.!

The analysis is based on the extraordinary assumption that the described
improvements have been completed as of the stated date of opening. The reader
should understand that the completed subject property does not yet exist as of the
date of this report. Our feasibility study does not address unforeseeable events that
could alter the proposed project, and/or the market conditions reflected in the
analyses; we assume that no significant changes, other than those anticipated and

'The Appraisal Foundation, Uniform Standards of Professional Appraisal Practice, 2020-2021
ed.
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Intended Use of the
Feasibility Study

Identification of the
Client and Intended
User(s)

Scope of Work

explained in this report, shall take place between the date of inspection and stated
date of opening. The use of this extraordinary assumption may have affected the
assignment results. We have made no other extraordinary assumptions specific to
this feasibility study. However, several important general assumptions have been
made that apply to this feasibility study and our studies of proposed hotels in
general. These aspects are set forth in the Assumptions and Limiting Conditions
chapter of this report.

This feasibility report is being prepared for use in the development of the proposed
subject hotel.

The client for this engagement is 3 Leaf Holdings. This report is intended for the
addressee firm and may not be distributed to or relied upon by other persons or
entities.

The methodology used to develop this study is based on the market research and
valuation techniques set forth in the textbooks authored by Hospitality Valuation
Services for the American Institute of Real Estate Appraisers and the Appraisal
Institute, entitled The Valuation of Hotels and Motels,? Hotels, Motels and Restaurants:
Valuations and Market Studies,? The Computerized Income Approach to Hotel/Motel
Market Studies and Valuations,* Hotels and Motels: A Guide to Market Analysis,
Investment Analysis, and Valuations,® and Hotels and Motels - Valuations and Market
Studies.¢

1.  All information was collected and analyzed by the staff of TS Worldwide,
LLC. Information was supplied by the client and/or the property’s
development team.

2.  The subject site has been evaluated from the viewpoint of its physical utility
for the future operation of a hotel, as well as access, visibility, and other
relevant factors.

2Stephen Rushmore, The Valuation of Hotels and Motels. (Chicago: American Institute of
Real Estate Appraisers, 1978).

3 Stephen Rushmore, Hotels, Motels and Restaurants: Valuations and Market Studies.
(Chicago: American Institute of Real Estate Appraisers, 1983).

4Stephen Rushmore, The Computerized Income Approach to Hotel/Motel Market Studies and
Valuations. (Chicago: American Institute of Real Estate Appraisers, 1990).

5 Stephen Rushmore, Hotels and Motels: A Guide to Market Analysis, [nvestment Analysis,
and Valuations (Chicago: Appraisal Institute, 1992).

6 Stephen Rushmore and Erich Baum, Hotels and Motels — Valuations and Market Studies.
(Chicago: Appraisal Institute, 2001).
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The subject property's proposed improvements have been reviewed for
their expected quality of construction, design, and layout efficiency.

The surrounding economic environment, on both an area and neighborhood
level, has been reviewed to identify specific hostelry-related economic and
demographic trends that may have an impact on future demand for hotels.

Dividing the market for hotel accommodations into individual segments
defines specific market characteristics for the types of travelers expected to
utilize the area's hotels. The factors investigated include purpose of visit,
average length of stay, facilities and amenities required, seasonality, daily
demand fluctuations, and price sensitivity.

An analysis of existing and proposed competition provides an indication of
the current accommodated demand, along with market penetration and the
degree of competitiveness. Unless noted otherwise, we have inspected the
competitive lodging facilities summarized in this report.

Documentation for an occupancy and ADR projection is derived utilizing the
build-up approach based on an analysis of lodging activity.

A detailed projection of income and expense made in accordance with the
Uniform System of Accounts for the Lodging Industry sets forth the
anticipated economic benefits of the proposed subject property.

A feasibility analysis is performed, in which the market equity yield that an
investor would expect is compared to the equity yield that an investor must
accept.

Executive Summary 1 6
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2. Description of the Site and Neighborhood

Physical Characteristics

Topography and
Site Utility

The suitability of the land for the operation of a lodging facility is an important
consideration affecting the economic viability of a property and its ultimate
marketability. Factors such as size, topography, access, visibility, and the availability
of utilities have a direct impact on the desirability of a particular site.

The subject site is located in the Chinatown Historic District of Honoluly, to the
northeast of the intersection formed by North Nimitz Highway and Maunakea
Street. This site is located in the city of Honolulu, Hawaii.

The subject site measures approximately 0.59 acres, or 25,617 square feet. The
parcel's adjacent uses are set forth in the following table.

FIGURE 2-1 SUBJECT PARCEL'S ADJACENT USES

Direction Adjacent Use
North Commercial
South Commercial
East Commercial
West North Nimitz Highway

The topography of the site is generally flat, and its shape permits efficient use of the
site for the building and other improvements, as well as ingress and egress. Upon
completion of construction, the subject site will not contain any significant portion
of undeveloped land that could be sold, entitled, and developed for alternate use. It
is expected that the site will be developed fully with building and site
improvements, thus contributing to the overall profitability of the hotel.

Description of the Site and Neighborhood 1 7
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VIEW OF SUBJECT SITE
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VIEW FROM SITE TO THE NORTH VIEW FROM SITE TO THE SOUTH

VIEW FROM SITE TO THE EAST VIEW FROM SITE TO THE WEST

Access and Visibility

[t is important to analyze the site with respect to regional and local transportation
routes and demand generators, including ease of access. The subject site is readily
accessible to a variety of local and county roads, as well as state and interstate
highways.
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MAP OF REGIONAL ACCESS ROUTES
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Regional access on the island of O'ahu is provided by an intrastate highway system.
East/west Interstate H-1 and its extensions Kalaniana'ole Highway/State Route 72
and Farrington Highway/State Route 93 connect Honolulu to such areas as Kahala
and Hawaii Kai to the east and Kapolei and Waianae to the west. North/south
Interstate H-2 is another major highway, which provides access to Mililani and
Wahiawa to the northwest, while Interstate H-3 provides access to Kane'ohe and
Kailua to the northeast.

Vehicular access to the subject site is provided by North Nimitz Highway. The
subject site is located near a busy intersection and is relatively simple to locate from
North Nimitz Highway, which is a major thoroughfare between the Daniel K. Inouye
International Airport and Downtown Honolulu. The proposed subject hotel is
anticipated to have adequate signage at the street, as well as on its facade.
Furthermore, the proposed subject property should be a prominent structure in the
neighborhood and easily visible from a distance due to its 15-story tower. Overall,
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Airport and HART
Access

the subject site benefits from very good accessibility, and the proposed hotel is
expected to enjoy very good visibility from within its local neighborhood.

The proposed subject hotel will be served by the Daniel K. Inouye International
Airport, also known as the Honolulu International Airport, which is located
approximately four miles to the west of the subject site.

The Honolulu Rail Transit is a 20-mile elevated train line near the southern coast of
O'ahu that is currently under construction. The train line was designed to feature
21 stations, starting with the Ala Moana Center station near Waikiki and ending at
the East Kapolei station in Kapolei. The first phase of the project, linking East
Kapolei and Aloha Stadium, is tentatively scheduled for completion in late 2021.
Given numerous setbacks and cost overruns, the build-out of the entire project is
conservatively estimated to be finished in 2031. Although the line is expected to be
utilized primarily by local residents, it should ease traffic congestion and facilitate
transportation along O'ahu's southern coast. We note that the subject site is
favorably located one block south of the planned Chinatown Station, which is
expected to accommodate a significant percentage of riders given the station's
proximity to Downtown Honolulu.

HONOLULU RAIL TRANSIT MAP

Honolulu Rail Transit Project Map
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Neighborhood

The neighborhood surrounding a lodging facility often has an impact on a hotel's
status, image, class, style of operation, and sometimes its ability to attract and
properly serve a particular market segment. This section of the report investigates
the subject neighborhood and evaluates any pertinent location factors that could
affect its future occupancy, average rate, and overall profitability.

The neighborhood that surrounds the subject site can be described as the
Chinatown Historic District, generally defined by Nu'uanu Stream to the north,
Beretania Street to the east, Nu'uanu Avenue to the south, and North Nimitz
Highway to the west. The Chinatown Historic District is situated on the north side
of Downtown Honolulu and is primarily characterized by historic, low-rise buildings
featuring residences above ground-floor commercial uses. Some specific businesses
and entities in Downtown Honolulu include the Chinatown Cultural Plaza, ‘lolani
Palace, and Hawai’i Pacific University. Restaurants located near the subject site
include The Pig and The Lady, Senia, and Maguro Brothers. In general, the
Chinatown Historic District and Downtown Honolulu are in the stable stage of their
life cycle. The proposed subject hotel's opening should be a positive influence on the
area, and it is expected to be in character with and to complement surrounding land
uses.
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Proximity to Local
Demand Generators
and Attractions

The subject site is located near the area's primary generators of lodging demand. A
sample of these demand generators is reflected on the following map, including
respective distances from and drive times to the subject site. We note that the
Waikiki District is the largest demand generator on the island of O'ahu, and the
subject site is favorably located between Waikiki and the Daniel K. Inouye
International Airport. Overall, the subject site is well situated with respect to

demand generators.

ACCESS TO DEMAND GENERATORS AND ATTRACTIONS
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ACCESS TO DEMAND GENERATORS AND ATTRACTIONS (CONTINUED)
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Utilities

Seismicity, Soil and
Subsoil Conditions

Nuisances
and Hazards

Flood Zone

The subject site will reportedly be served by all necessary utilities.

The site is not located within an identified seismic zone. However, the nearby island
of Hawai'i is considered to be seismically active. This condition is consistent with
the surrounding real estate and does not affect the subject site's utility or
marketability. Geological and soil reports were not provided to us or made available
for our review during the preparation of this report. We are not qualified to evaluate
soil conditions other than by a visual inspection of the surface; no extraordinary
conditions were apparent.

We were not informed of any site-specific nuisances or hazards, and there were no
visible signs of toxic ground contaminants at the time of our inspection. Because we
are not experts in this field, we do not warrant the absence of hazardous waste and
urge the reader to obtain an independent analysis of these factors.

According to the Federal Emergency Management Agency map illustrated below,
the subject site is located in Zone X.
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The flood zone definition for the Zone X designation is as follows: the flood
insurance rate zone that corresponds to areas outside the 100-year floodplains,
areas of 100-year sheet flow flooding where average depths are less than 1 foot,
areas of 100-year stream flooding where the contributing drainage area is less than
1 square mile, or areas protected from the 100-year flood by levees. No Base Flood
Elevations or depths are shown within this zone.
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Zoning

Legal Description,
Easements and
Encroachments

Conclusion

According to the local planning office, the subject property is zoned as follows: BMX-
4 - Business Mixed Use Central. Additional details pertaining to the proposed subject
property’s zoning regulations are summarized in the following table.

FIGURE 2-2 ZONING

Municipality Governing Zoning City & County of Honolulu
Current Zoning Business Mixed Use Central
Current Use Vacant

Is Current Use Permitted? Yes

Is Change in Zoning Likely? No

Permitted Uses Hotel, Office, Retail, Residential
Hotel Allowed Yes

Legally Non-Conforming Not Applicable

We assume that all necessary permits and approvals will be secured (including the
appropriate liquor license) and that the subject property will be constructed in
accordance with local zoning ordinances, building codes, and all other applicable
regulations. Our zoning analysis should be verified before any physical changes are
made to the site.

A copy of the subject property's legal description is provided in the addenda to this
report. We are not experts in interpreting legal descriptions. The description
appears to be accurate; however, we suggest obtaining verification of this
description from a qualified expert. We are not aware of any easements attached to
the property that would significantly affect the utility of the site or marketability of
this project.

We have analyzed the issues of size, topography, access, visibility, and the
availability of utilities. The subject site is favorably located within walking distance
of Downtown Honolulu. In general, the site should be well suited for future hotel
use, with acceptable access, visibility, and topography for an effective operation.
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3. Market Area Analysis

Market Area Definition

The economic vitality of the market area and neighborhood surrounding the subject
site is an important consideration in forecasting lodging demand and future income
potential. Economic and demographic trends that reflect the amount of visitation
provide a basis from which to project lodging demand. The purpose of the market
area analysis is to review available economic and demographic data to determine
whether the local market will undergo economic growth, stabilize, or decline. In
addition to predicting the direction of the economy, the rate of change must be
quantified. These trends are then correlated based on their propensity to reflect
variations in lodging demand, with the objective of forecasting the amount of
growth or decline in visitation by individual market segment (e.g., commercial,
meeting and group, and leisure).

The market area for a lodging facility is the geographical region where the sources
of demand and the competitive supply are located. The subject site is located in the
city of Honolulu, the county of Honolulu, and the state of Hawaii. Situated along
O'ahu's southern coast, Honolulu is the state capital of Hawaii. As the most populous
city with the largest airport in the Hawaiian Islands, Honolulu acts as a natural
gateway to the islands' major tourism industry. The Honolulu area is part of the
greater O'ahu economic base, which is fueled by the tourism, government/military,
and manufacturing industries. The year-round moderate climate is highly
conducive to agriculture, especially the production of sugar cane, pineapples,
macadamia nuts, and a multitude of exotic flowers.

Hawaii, the Aloha State, admitted to the union as the nation’s 50th state in 1959,
consists of 8 major and 124 minor islands. These islands form a chain that extends
more than 1,600 miles across the mid-Pacific Ocean. These islands are either
volcanic in nature or small coral atolls; combined, they have an aggregate land area
of approximately 6,425 square miles, of which roughly 750 miles are along the
coastline.

Together, Hawaii's eight major islands total roughly 4,112,000 acres, with the six
primary islands accounting for approximately 98% of this area. In order of
descending size, the six primary islands are Hawai'i, Maui, O'ahu, Kaua'i, Moloka'i,
and Lana'i. The seventh-largest island, Ni'ihau, is privately owned. Kaho'olawe, the
eighth-largest island, was previously used for military target practice and is
currently uninhabited. Honoluluy, the state’s capital and largest city, is located on the
island of O'ahu, approximately 2,400 miles southwest of San Francisco and the
United States mainland.
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Due to the volcanic nature of the major islands, much of the state’s total land area is
unsuitable for development. Mountain ranges, steeply sloping areas, gulches, and
barren lava flows constitute a large part of Hawaii’s acreage. Of the four major
populated islands—O0'ahu, Hawai'i, Maui, and Kaua'i—Hawai'i is the only one with
more than half (76.0%) of its land area at less than a 10% slope; however, large
tracts of its relatively level areas consist of extensive lava flows.

Compounding the land-use limitations imposed by the islands' physical
characteristics is the fact that roughly 50% of all land is state or federal government
occupied, while another 20% is collectively held by eight major private owners, each
of whom possessed between approximately 29,000 and 363,000 acres in 2018.
According to the State of Hawaii Office of Planning, of the roughly four million land
acres comprising Hawaii’s six major islands, about 48% is designated as
conservation land, 47% is designated as agricultural land, and only 5% has been put
to urban use. This limited availability of, and resultant desirability for, land creates
inherent value in Hawaii real estate.

HONOLULU

The subject property’s market area can be defined by its Metropolitan Statistical
Area (MSA): Urban Honolulu, HI MSA. The following exhibit illustrates the market
area.
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A primary source of economic and demographic statistics used in this analysis is the
Complete Economic and Demographic Data Source published by Woods & Poole
Economics, Inc.—a well-regarded forecasting service based in Washington, D.C.
Using a database containing more than 900 variables for each county in the nation,
Woods & Poole employs a sophisticated regional model to forecast economic and
demographic trends. Historical statistics are based on census data and information
published by the Bureau of Economic Analysis. Projections are formulated by
Woods & Poole, and all dollar amounts have been adjusted for inflation, thus
reflecting real change.

These data are summarized in the following table. Please note that these forecasts
were formulated prior to the COVID-19 pandemic.
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FIGURE 3-1

ECONOMIC AND DEMOGRAPHIC DATA SUMMARY

Average Annual

Compounded Change
2000 2010 2019 2025 2000-10 2010-19 2019-25

Resident Population (Thousands)

Honolulu County 876.6 956.3 1,012.9 1,055.0 09 % 0.6 % 0.7 %

State of Hawaii 1,213.5 1,363.9 1,477.8 1,572.5 1.2 0.9 1.0

United States 282,162.4 309,348.1 331,969.3 350,937.2 0.9 0.8 0.9
Per-Capita Personal Income*

Honolulu County $37,837 $44,483 $51,694 $55,643 1.6 1.7 1.2

State of Hawaii 35,369 41,045 47,626 51,055 1.5 1.7 1.2

United States 36,812 39,622 46,751 50,233 0.7 1.9 1.2
W&P Wealth Index

Honolulu County 105.7 114.5 111.4 111.6 0.8 (0.3) 0.0

State of Hawaii 99.2 106.3 103.5 103.3 0.7 (0.3) (0.0)

United States 100.0 100.0 100.0 100.0 0.0 (0.0) 0.0
Food and Beverage Sales (Millions)*

Honolulu County $1,942 $2,273 $3,123 $3,361 1.6 3.6 1.2

State of Hawaii 2,730 3,297 4,599 5,071 1.9 3.8 1.6

United States 368,829 447,728 606,351 662,610 2.0 3.4 1.5
Total Retail Sales (Millions)*

Honolulu County $12,662 $13,433 S16,747 $17,892 0.6 2.5 1.1

State of Hawaii 18,086 19,821 24,828 27,127 0.9 2.5 1.5

United States 3,902,830 4,130,414 5,156,220 5,598,240 0.6 2.5 1.4

*Inflation Adjusted

Source: Woods & Poole Economics, Inc.
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Workforce
Characteristics

The U.S. population grew at an average annual compounded rate of 0.8% from 2010
through 2019. The county’s population has grown more slowly than the nation’s
population; the average annual growth rate of 0.6% between 2010 and 2019 reflects
a gradually expanding area. Following this population trend, per-capita personal
income increased slowly, at 1.7% on average annually for the county between 2010
and 2019. Local wealth indexes have remained stable in recent years, registering a
high 111.4 level for the county in 2019.

Food and beverage sales totaled $3,123 million in the county in 2019, versus $2,273
million in 2010. This reflects a 3.6% average annual change, stronger than the 1.6%
pace recorded in the prior decade, the latter years of which were adversely affected
by the recession. Over the long term, the pace of growth is forecast to moderate to a
more sustainable level of 1.2%, which is projected through 2025. The retail sales
sector demonstrated an annual increase of 0.6% in the decade spanning from 2000
to 2010, followed by an increase of 2.5% in the period from 2010 to 2019. An
increase of 1.1% average annual change is expected in county retail sales through
2025.

The characteristics of an area's workforce provide an indication of the type and
amount of transient visitation likely to be generated by local businesses. Sectors
such as finance, insurance, and real estate (FIRE); wholesale trade; and services
produce a considerable number of visitors who are not particularly rate sensitive.
The government sector often generates transient room nights, but per-diem
reimbursement allowances often limit the accommodations selection to budget and
mid-priced lodging facilities. Contributions from manufacturing, construction,
transportation, communications, and public utilities (TCPU) employers can also be
important, depending on the company type.

The following table sets forth the county workforce distribution by business sector
in 2000, 2010, and 2019, as well as a forecast for 2025. Please note that these
forecasts were formulated prior to the COVID-19 pandemic.
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FIGURE 3-2 HISTORICAL AND PROJECTED EMPLOYMENT (000S)
Average Annual
Compounded Change
Percent Percent Percent Percent 2000- 2010- 2019-
Industry 2000 of Total 2010 of Total 2019 of Total 2025 of Total 2010 2019 2025
Farm 3.0 05 % 2.4 04 % 2.8 04 % 2.8 04 % (2.2) % 19 % 01 %
Forestry, Fishing, Related Activities And Other 2.0 0.4 1.0 0.2 1.1 0.2 1.1 0.1 (6.5) 0.6 0.3
Mining 0.3 0.1 0.7 0.1 0.6 0.1 0.6 0.1 8.1 (1.1) 0.7
Utilities 1.8 0.3 2.2 0.4 3.2 0.5 3.8 0.5 1.8 4.2 3.0
Construction 21.6 3.9 26.8 4.5 41.8 6.0 44.5 5.9 2.2 5.1 1.0
Manufacturing 14.8 2.7 12.4 2.1 14.1 2.0 13.5 1.8 (1.8) 15 (0.7)
Total Trade 75.7 13.7 72.4 12.1 90.5 12.9 969 12.8 (0.4) 2.5 1.1
Wholesale Trade 16.2 2.9 16.6 2.8 19.4 2.8 20.3 2.7 0.2 1.8 0.7
Retail Trade 59.4 10.7 55.9 9.4 71.1 10.1 76.6 10.1 (0.6) 2.7 1.3
Transportation And Warehousing 22.6 4.1 20.2 3.4 25.4 3.6 26.4 3.5 (1.1) 2.6 0.7
Information 11.4 2.1 9.5 1.6 9.1 1.3 9.8 1.3 (1.8) (0.5) 1.3
Finance And Insurance 213 3.8 23.7 4.0 25.6 3.6 28.5 3.8 11 0.9 1.8
Real Estate And Rental And Lease 19.5 3.5 24.6 4.1 29.6 4.2 32.7 43 2.3 2.1 1.6
Total Services 219.6 39.7 248.4 41.7 302.4 43.1 3359 443 1.2 2.2 1.8
Professional And Technical Services 28.1 5.1 34.3 5.8 37.6 5.4 40.4 5.3 2.0 1.0 1.2
Management Of Companies And Enterprises 5.2 0.9 6.2 1.0 8.8 1.2 9.4 1.2 1.8 3.9 13
Administrative And Waste Services 33.9 6.1 38.4 6.4 47.3 6.7 51.1 6.7 13 2.3 13
Educational Services 12.0 2.2 15.6 2.6 17.9 2.5 19.2 2.5 2.7 1.5 1.2
Health Care And Social Assistance 44.7 8.1 54.8 9.2 68.4 9.7 83.7 11.0 2.1 2.5 3.4
Arts, Entertainment, And Recreation 12.1 2.2 11.6 19 13.6 1.9 14.1 1.9 (0.4) 1.8 0.5
Accommodation And Food Services 54.4 9.8 56.6 9.5 72.4 10.3 785 10.4 0.4 2.8 1.4
Other Services, Except Public Administration 29.4 5.3 30.9 5.2 36.4 5.2 39.5 5.2 0.5 1.8 1.4
Total Government 139.8 25.3 152.0 25.5 155.8 22.2 1619 213 0.8 0.3 0.6
Federal Civilian Government 28.1 5.1 31.8 5.3 30.6 4.4 30.5 4.0 1.2 (0.4) (0.0)
Federal Military 49.5 8.9 53.2 8.9 53.4 7.6 53.7 7.1 0.7 0.1 0.1
State And Local Government 62.1 11.2 67.0 11.2 71.8 10.2 77.7 10.2 0.8 0.8 1.3
TOTAL 553.3 100.0 % 596.3 100.0 % 702.0 100.0 % 758.4 100.0 % 0.8 % 1.8 % 13 %
uU.S. 165,372.0 = 173,034.7 = 205,736.3 = 223,254.5 = 1.2 1.9 1.4

Source: Woods & Poole Economics, Inc.

Market Area Analysis
Proposed Chinatown Hotel — Honolulu, Hawaii

34



Woods & Poole Economics, Inc. reports that during the period from 2000 to 2010,
total employment in the county grew at an average annual rate of 0.8%. More
recently, the pace of total employment growth in the county accelerated to 1.8% on
an annual average from 2010 to 2019, reflecting the initial years of the recovery.

Of the primary employment sectors, Total Services recorded the highest increase in
number of employees during the period from 2010 to 2019, increasing by 53,968
people, or 21.7%, and rising from 41.7% to 43.1% of total employment. Of the
various service sub-sectors, Accommodation And Food Services and Health Care
And Social Assistance were the largest employers. Strong growth was also recorded
in the Total Trade sector, as well as the Construction sector, which expanded by
24.9% and 55.9%, respectively, in the period from 2010 to 2019. Forecasts
developed by Woods & Poole Economics, Inc. anticipate that total employment in
the county will change by 1.3% on average annually through 2025. The trend is
below the forecast rate of change for the U.S. as a whole during the same period.

The following table illustrates historical employment, households, population, and
average household income data, as provided by REIS for the overall Honolulu
market.

FIGURE 3-3  HISTORICAL & PROJECTED EMPLOYMENT, HOUSEHOLDS, POPULATION, AND HOUSEHOLD
INCOME STATISTICS

Total Office Industrial Household
Year Employment % Chg Employment % Chg Employment % Chg Households % Chg Population % Chg  Avg.Income % Chg

2018 474,470 = 146,558 = 34,937 = 322,830 = 977,070 = $182,438 =
2019 472,130  (0.5) % 146,359 (0.1) % 34,257 (1.9) % 324,380 05 % 972,850 (0.4) % 186,625 23 %
2020 399,890 (15.3) 129,972 (11.2) 28,382 (17.1) 325,840 0.5 973,760 0.1 201,118 7.8

Source: REIS Report, 4th Quarter, 2020

For the Honolulu market, of the roughly 400,000 persons employed in 2020, 33%
work in offices and are categorized as office employees, while are categorized as
industrial employees. Total employment by -15.3% from 2019 to 2020. By
comparison, office employment -11.2% from 2019 to 2020.

The number of households in this market in 2020 totaled , reflecting of 0.5% from
the level registered in 2019. Population increased during this same period, at a rate
of 0.1%. Household average income grew by 7.8% in 2020, ending the year at
roughly $201,000.
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Unemployment
Statistics

The following table presents historical unemployment rates for the proposed
subject hotel’s market area.

FIGURE 3-4 UNEMPLOYMENT STATISTICS

Year County MSA State U.S.
2011 59 % 59 % 6.8 % 89 %
2012 5.4 5.4 6.0 8.1
2013 4.4 4.4 4.9 7.4
2014 4.1 4.1 4.4 6.2
2015 3.4 3.4 3.6 5.3
2016 2.8 2.8 3.0 4.9
2017 23 2.3 24 4.4
2018 24 24 25 3.9
2019 2.6 2.6 2.7 3.7
2020 10.2 10.2 11.6 8.1

Recent Month - Apr
2020 18.8 % 18.8 % 219 % 14.8 %
2021 7.2 7.2 8.1 6.1

Source: U.S. Bureau of Labor Statistics

Prior to the pandemic, U.S. unemployment levels were firmly below the 4.6% level
recorded in 2006 and 2007, the peak years of the economic cycle prior to the Great
Recession. The unemployment rate for February 2020 was 3.5%. The
unemployment rate had remained in the 3.5% to 3.7% range since April 2019,
reflecting a trend of stability and strength of the U.S. economy. However, in April
2020, unemployment rose to 14.7%, and employment dropped by 20.7 million
because of the COVID-19 pandemic. Steady declines in unemployment have been
registered since April 2020; most recently, the national unemployment registered
5.8% in May 2021. After the nation's labor market showed signs of slowing in the
fourth quarter of 2020, the fiscal stimulus from the U.S. government and a decline
in the number of COVID-19 infections started to fuel improvements in the first
quarter, a trend that is extending into the second quarter with a roughly 300,000-
and 500,0000-person rise in employment registered in April and May 2021,
respectively.

Locally, the unemployment rate was 10.2% in 2020; for this same area in 2021, the
most recent month’s unemployment rate was registered at 7.2%, versus 18.8% for
the same month in 2020. Unemployment levels remained elevated through 2011 as
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Major Business and
Industry

the region experienced the effects of the Great Recession. However, tourism levels
began to rebound in 2012, and hiring resumed, resulting in a notable drop in the
unemployment rate. This positive trend continued through 2017, with
unemployment remaining relatively stable in 2018 and 2019; reportedly, local
employment was strong in the tourism and construction industries. Furthermore,
we note that the region's unemployment rates have historically been well below the
national unemployment rates. The most recent comparative period illustrates
heighted levels of unemployment due to the COVID-19 pandemic. As tourism and
the economy recovers, employment levels are expected to increase as businesses
return to normalized operations.

Providing additional context for understanding the nature of the regional economy,
the following table presents a list of the major employers in the proposed subject

property's market.

FIGURE 3-5 MAJOR EMPLOYERS

Number of
Rank Firm Employees
1 State of Hawaii 72,900
2 Federal Government 34,300
3 Local Government 19,100
4 The Queen's Health Systems 7,479
5 Hawaii Pacific Health 7,273
6 Hawaiian Electric 3,841
7 Kamehameha Schools 3,758
8 Hawaii Health Systems Corporation 2,553
9 Kaiser Permanente 2,477
10 Securitas Security Services USA Inc. 2,302

Source: City & County of Honolulu, CAFR 2019/20

Tourism is the heart of Hawaii's economy; the state is unique among American
tourism destinations because of its physical separation from the U.S. mainland and
its relative proximity to Asia. Traditionally, the largest sources of visitation to
Hawaii have been the U.S. mainland and Asian countries; nearly 65% of visitors
come from U.S. feeder markets, while international travelers represent the
remaining 35%. Health care is another important driver of the state’s economy.
Hawai'i Pacific Health, the largest private healthcare system in the state of Hawaii,
was formed by the merger of Wilcox Health, Kapi'olani Health, and Straub Clinic &
Hospital. The entity provides four medical centers and numerous other facilities
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Office Space Statistics

statewide. Furthermore, construction activity continues to increase on O'ahu.
Projects completed in the last development cycle include the $500-million
renovation of the Four Seasons O'ahu at Ko Olina, the $465-million redevelopment
of the International Market Place in Waikiki, the $110-million renovation of the
former Ohana Waikiki West (now the Hilton Garden Inn Waikiki Beach), the $115-
million renovation of the former Pacific Beach Hotel (now the 'Alohilani Resort), the
$60-million renovation of the former Aqua Waikiki Wave (now The Laylow,
Autograph Collection), and the completion of the Ritz-Carlton Residences in
Waikiki.

Since mid-March 2020, the State of Hawaii has been significantly affected by the
COVID-19 pandemic and the resulting travel and business operation restrictions. As
a result of the restrictions and economic downturn, the majority of hotels and
resorts on the island of O'ahu suspended operations in late March. The State of
Hawaii modified the mandatory two-week quarantine period for all travelers on
October 15, 2020, contingent upon a negative COVID-19 test result within three
days prior to arrival. In response, hotels and other lodging facilities throughout the
state began to reopen in October and November. After an initial rebound in demand,
occupancies remained depressed in December and January, attributed to a
significant increase in COVID-19 cases in major feeder markets, such as California.
In April 2021, travel and business operation began to notably improve, concurrent
with the widespread distribution of vaccines. Reportedly, hotels have been
operating at nearly full-capacity during weekends and key holidays. In general,
steady improvement in economic indicators is being realized as infection rates
decline and restrictions are eased.

Trends in occupied office space are typically among the most reliable indicators of
lodging demand, as firms that occupy office space often exhibit a strong propensity
to attract commercial visitors. Thus, trends that cause changes in vacancy rates or
occupied office space may have a proportional impact on commercial lodging
demand and a less direct effect on meeting demand. The following table details
office space statistics for the pertinent market area.
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Convention Activity

FIGURE 3-6  OFFICE SPACE STATISTICS — MARKET OVERVIEW

Average Asking
Submarket Year Vacancy Rate Lease Rate
Metro Area 2018 125 % $30.61
2019 14.4 30.82
2020 14.6 31.26
CBD 2018 14.4 % $30.82
2019 14.6 31.26
2020 15.0 31.23
Non-CBD 2018 117 % $31.73
2019 10.5 33.00
2020 10.9 32.72

Source: REIS Report, 4th Quarter, 2020

In the greater Honolulu market, REIS reported a vacancy rate of 14.6% and an
average asking rent of $31.26 for 2020. The subject property is located in the CBD
submarket. The submarket's vacancy rate of 15.0% is above the overall market
average. The average asking lease rate of $31.23 is above the average for the
broader market.

A convention center serves as a gauge of visitation trends to a particular market.
Convention centers also generate significant levels of demand for area hotels and
serve as a focal point for community activity. Typically, hotels within the closest
proximity to a convention center—up to three miles away—will benefit the most.
Hotels serving as headquarters for an event benefit the most by way of premium
rates and hosting related banquet events. During the largest conventions, peripheral
hotels may benefit from compression within the city as a whole.

Opened in 1998, the Hawaii Convention Center is Hawaii's largest meeting facility.
The Hawaii Convention Center contains a total of 1.1 million square feet of net
rentable space, which includes a 35,000-square-foot lobby and a 200,000-
squarefoot exhibit hall with drive-in floor access. In addition, the 138,869 square
feet of meeting space includes a 35,000-square-foot grand ballroom, 47 meeting
rooms, and 2 theaters. The center features a rooftop garden, glass-encased meeting
rooms, outdoor function spaces, and a 20,000-square-foot production kitchen.
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Airport Traffic

CONVENTION CENTER

O
b

Effective March 11, 2021, COVID-19 restrictions were eased on 0'ahu to allow for
static events (those in which attendees reserve a seat, attend the seated event, and
leave such as business/educational seminars, business meetings, and graduations)
at venues, such as convention centers and banquet rooms, with occupancy limited
to no more than the number that allows each attendee to maintain six feet of
physical distance from other attendees at all times.

Airport passenger counts are important indicators of lodging demand. Depending
on the type of service provided by a particular airfield, a sizable percentage of
arriving passengers may require hotel accommodations. Trends showing changes
in passenger counts also reflect local business activity and the overall economic
health of the area.

Located on the island of O'ahu in Honolulu, Daniel K. Inouye International Airport
(formerly known as Honolulu International Airport) is the principal aviation
gateway to the State of Hawaii. The airport is host to numerous major U.S. and
international flagship commercial carriers with direct routes to Australian,
American, Asian, and Pacific Rim destinations. It is also the principal hub for
Hawaiian Airlines, which offers flights among the various airports of the Hawaiian
Islands and serves the continental U.S. and Asia Pacific regions. Construction of the
Mauka Concourse, situated on the site of the former interisland terminal, is
currently ongoing. When completed in the fall of 2021, the $220-million, two-story
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facility will add eleven narrow-body gates and will include a connecting walkway
between Terminal 1 and a new TSA checkpoint. Another notable project under
construction is the $329-million Consolidated Car Rental Facility. The 1.8-million-
square-foot concrete structure will consolidate all rental car companies serving the
airport and will include rental agency areas, office space, carwash equipment,
fueling stations, and 2,250 parking stalls. According to the Hawaii Department of
Transportation, roughly $1.6 billion has been invested in airport improvements
since 2013.

The following table illustrates recent operating statistics for the Daniel K Inouye

International Airport, which is the primary airport facility serving the proposed
subject hotel’s submarket.

FIGURE 3-7  AIRPORT STATISTICS — DANIEL K INOUYE INTERNATIONAL

AIRPORT

Passenger Percent Percent
Year Traffic Change* Change**
2011 17,996,998 — —
2012 19,275,834 71 % 71 %
2013 19,476,224 1.0 4.0
2014 19,341,893 (0.7) 24
2015 19,638,982 1.5 2.2
2016 19,950,125 1.6 2.1
2017 18,669,243 (6.4) 0.6
2018 20,711,557 10.9 2.0
2019 21,600,425 43 2.3
2020 6,533,674 (69.8) (10.6)

*Annual average compounded percentage change from the previous year

**Annual average compounded percentage change from first year of data

Source: Daniel KInouye International Airport

This facility recorded 6,533,674 passengers in 2020. The change in passenger traffic
between 2019 and 2020 was -69.8% The most recent data illustrate a substantial
decline given the impact of the COVID-19 pandemic and travel restrictions that were
implemented. The Hawaii Tourism Authority reports that overall visitor arrivals to
the State of Hawaii dropped by more than 75% in 2020. All passengers arriving from
out-of-state prior to mid-October were required to undergo a two-week self-
quarantine, with exemptions for essential business or healthcare travel. Initial
estimates from airport officials suggest that passenger numbers are not expected to
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return to pre-pandemic levels until 2023. Over the long term, passenger volume
should recover and improve as travel restrictions are rescinded and economic

activity rebounds.
Tourism Overview - The tourism industry is highly important within this region. Hawaii is unique among
State of Hawaii American tourism destinations because of its physical separation from the United

States mainland and its relative proximity to Asia. The location of Hawaii fosters its
status as a truly international resort destination. To monitor the tourism industry,
the Hawaii State Department of Business, Economic Development & Tourism
(DBEDT) assumed responsibility in 1999 for collecting and publishing official state
tourism-related statistics. Since the vast majority of tourists arrive by way of air
travel, visitation data are relatively easy to obtain, as passengers are asked to fill out
a questionnaire during their flight. In order to evaluate Hawaii's status as an
international tourist destination, we have analyzed historical visitation statistics, as
compiled by the DBEDT.

The following tables show visitation statistics for the state of Hawaii from 2007
through 2020.

FIGURE 3-8  HISTORICAL VISITATION TRENDS FOR THE STATE OF HAWAII (VISITORS BY AIR)

Total Visitors Percent Domestic Percent Domestic International Percent International
Year by Air Change Visitors Change % of Total Visitors Change % of Total
2007 7,496,820 — 5,582,530 — 745 % 1,914,290 — 255 %
2008 6,713,436 (10.4) % 4,901,893 (12.2) % 73.0 1,811,543 (5.4) % 27.0
2009 6,420,448 (4.4) 4,672,001 (4.7) 72.8 1,748,447 (3.5) 27.2
2010 6,916,893 7.7 4,957,351 6.1 71.7 1,959,542 12.1 28.3
2011 7,174,397 3.7 5,127,291 3.4 71.5 2,047,106 4.5 28.5
2012 7,867,143 9.7 5,403,025 5.4 68.7 2,464,118 20.4 31.3
2013 8,003,474 1.7 5,405,300 0.0 67.5 2,598,174 5.4 32.5
2014 8,196,342 2.4 5,486,059 1.5 66.9 2,710,283 4.3 33.1
2015 8,563,018 4.5 5,782,140 5.4 67.5 2,780,878 2.6 32.5
2016 8,821,802 3.0 5,968,779 3.2 67.7 2,853,023 2.6 32.3
2017 9,277,613 5.2 6,239,748 4.5 67.3 3,037,865 6.5 32.7
2018 9,761,448 5.2 6,736,736 8.0 69.0 3,024,712 (0.4) 31.0
2019 10,243,165 4.9 7,253,806 7.7 70.8 2,989,359 (1.2) 29.2
2020 2,686,403 (73.8) 2,062,642 (71.6) 76.8 623,761 (79.1) 23.2

Avg. Annual Compounded Change:
2007 - 2019 26 % 22 % 3.8 %
2015 - 2019 4.6 5.8 1.8

Source: State of Hawaii Department of Business, Economic Development & Tourism
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Domestic travel to Hawaii fluctuated with economic trends but represented
between 65% to 75% of total visitors by air over the period reviewed; since 2012
the split between domestic and international visitors has been roughly two-thirds
domestic and one-third international.

As mentioned previously, the largest sources of visitation to Hawaii have
historically been from the U.S. mainland and Asia, in particular Japan. Major
international feeder markets include Japan, Canada, Oceania, and Korea. Over 1.5
million visitors, or just over 14.8% of total visitors, were from Japan in 2019.

Visitors by air have historically indicated that “pleasure/vacation” was their
primary purposes of travel, representing 84.6% of total 2019 visitation. Visiting
friends and relatives was a distant second at 8.2%. Year-end 2020 data indicate that
pleasure/vacation still represents the primary purpose of visitation.

With respect to accommodations, hotels are the preferred lodging option by a large
margin; nearly 60% of visitors in 2019 planned to stay at a hotel. From 2016 to
2019, visitors indicating that they would stay at a hotel increased 11.3% from
5,502,947 to 6,126,674. However, while hotels are still the primary lodging choice
for visitors to Hawaii, the percentage of visitors seeking alternative transient
lodging accommodations (bed & breakfast, rental house, or room/space in a private
home) has also grown in recent years, albeit at a slower pace. Between 2016 and
2019, the number of visitors seeking these alternative accommodations increased
8.4% from 1,266,554 to 1,373,334.
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FIGURE 3-9 HAWAII VISITOR CHARACTERISTICS (PURPOSE OF TRIP FOR VISITORS BY AIR)
2016 Total % Total 2017 Total % Total % Change 2018 Total % Total % Change 2019 Total % Total % Change
Purpose of Visit (Arrival by Air)
Pleasure/Vacation 7,338,059 77.7 % 7,795,027 78.7 % 6.2 % 8,228,574 79.0 % 56 % 8,694,605 795 % 57 %
Meeting/Convention/Incentives 485,194 5.1 475,229 4.8 (2.1) 471,373 4.5 (0.8) 467,231 4.3 (0.9)
Other Business 255,919 2.7 256,931 2.6 0.4 258,003 2.5 0.4 273,503 2.5 6.0
Visit Friends/Relatives 722,681 7.6 734,353 7.4 1.6 793,806 7.6 8.1 847,046 7.7 6.7
Government/Military 94,105 1.0 91,074 0.9 (3.2) 104,245 1.0 14.5 109,170 1.0 4.7
Education 28,091 0.3 30,449 0.3 8.4 25,843 0.2 (15.1) 25,779 0.2 (0.2)
Sport Events 89,744 0.9 84,295 0.9 (6.1) 91,966 0.9 9.1 98,266 0.9 6.9
Other 434,311 4.6 437,957 4.4 0.8 439,260 4.2 0.3 418,081 3.8 (4.8)
Total 9,448,104 100.0 % 9,905,315 100.0 % 48 % 10,413,070 100.0 % 51 % 10,933,681 100.0 % 50 %
Accommodations
Hotel 5,502,947 56.0 % 5,743,630 553 % 44 % 5,864,186 53.6 % 21 % 6,126,674 535 % 45 %
Condominium 1,520,162 15.5 1,566,757 15.1 3.1 1,671,608 15.3 6.7 1,702,919 14.9 1.9
Timeshare 798,503 8.1 841,061 8.1 5.3 842,332 7.7 0.2 850,653 7.4 1.0
Cruise Ship 120,868 1.2 136,056 1.3 12.6 134,694 1.2 (1.0) 143,771 1.3 6.7
Friends/Relatives 784,885 8.0 815,444 7.9 3.9 877,627 8.0 7.6 948,533 8.3 8.1
Bed & Breakfast 93,350 1.0 104,388 1.0 11.8 117,158 1.1 12.2 120,496 1.1 2.8
Rental House 679,484 6.9 768,370 7.4 13.1 953,058 8.7 24.0 1,039,453 9.1 9.1
Hostel 62,265 0.6 70,023 0.7 12.5 81,501 0.7 16.4 89,536 0.8 9.9
Camp Site/Beach 50,639 0.5 53,043 0.5 4.7 58,754 0.5 10.8 65,049 0.6 10.7
Room/Space in Private Home* 80,793 0.8 163,001 1.6 101.8 199,788 1.8 22.6 213,385 1.9 6.8
Other 128,772 1.3 116,741 1.1 (9.3) 135,767 1.2 16.3 157,002 1.4 15.6
Total 9,822,668 100.0 % 10,378,514 100.0 % 57 % 10,936,473 100.0 % 54 % 11,457,471 100.0 % 48 %

*Sample size for "Room/Space in Private Home" is limited

Source: State of Hawaii Department of Business, Economic Development & Tourism
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Currently, the vacation rental sector in Hawaii largely operates without valid
permits and there are few mechanisms for tax collection, although hotel owners and
operators have been seeking legislation for years to level the playing field, such as
requiring websites including Airbnb and VRBO.com to collect and pay taxes on
behalf of short-term rental hosts. The transient occupancy and general excise taxes
the short-term rental operators must pay are levied by the state. The necessary
permits for short-term rentals are issued by counties, which have varying
regulations that are often poorly enforced.

Over the last several years, Hawaii’s four main counties have made progress in
crafting laws and rules to better regulate vacation rentals. In April 2019, both the
House and Senate of the Hawaii State Legislature approved separate bills
addressing the issue. On the island of O‘ahu, Mayor Kirk Caldwell signed a bill
establishing a real property tax classification for bed & breakfast properties in
December 2019; the law also limits the total number of registered and permitted
short-term vacation rentals on O‘ahu starting October 2020. In November 2020, a
memoranda of understanding with Airbnb and Expedia Group, parent company of
VRBO, was signed with the City & County of Honolulu. Under terms of the
agreement, both platforms agree to cooperate with the City in terms of education,
information, sharing, and listing; the agreement is expected to help regulate illegal
vacation rentals. According to Aloha Hospitality Consulting, vacation rental supply
on the island of O‘ahu declined by nearly 50% in 2020, attributed to lack of demand
due to the COVID-19 pandemic.
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FIGURE 3-10 VISITATION BY ISLAND

CAGR
2012 2013 2014 2015 2016 2017 2018 2019 2020 (2012 - 2019)
Domestic Visitors by Island
O'ahu 2,734,643 55 % 2,732,456 (0.1) % 2,779,642 1.7 % 2,868,749 32 % 2,913,562 1.6 % 3,009,467 33 % 3,217,740 6.9 % 3,513,070 92 % 995,915  (71.7) % 36 %
Maui 1,914,706 4.6 1,921,362 0.3 1,977,718 29 2,083,999 5.4 2,171,914 4.2 2,269,119 4.5 2,432,854 7.2 2,650,787 9.0 705,718 (73.4) 4.8
Hawai'i 1,072,678 5.0 1,055,383 (1.6) 1,084,443 2.8 1,154,201 6.4 1,187,740 2.9 1,292,724 8.8 1,291,109 (0.1) 1,361,151 5.4 402,317  (70.4) 3.5
Kaua'i 977,820 6.9 987,818 1.0 988,312 0.1 1,028,294 4.0 1,050,577 2.2 1,125,560 7.1 1,209,338 7.4 1,211,260 0.2 295,850 (75.6) 3.1
Moloka'i 41,740 (4.8) 42,663 2.2 47,737 11.9 49,843 4.4 44,203 (11.3) 41,560 (6.0) 42,441 2.1 44,304 4.4 12,976 (70.7) 0.9
Lana'i 58,877 (4.8) 58,334 (0.9) 54,852 (6.0) 44,334 (19.2) 49,299 11.2 48,021 (2.6) 54,310 13.1 58,799 8.3 15,478  (73.7) (0.0)
International Visitors by Island
O'ahu 2,169,402 199 % 2,311,820 6.6 % 2,412,978 4.4 % 2,471,163 24 % 2,533,667 25 % 2,681,286 58 % 2,644,617 (1.4) % 2,641,178 (0.1) % 519,098 (80.3) % 29 %
Maui 394,488 16.9 437,421 10.9 439,700 0.5 456,163 3.7 462,323 1.4 475,875 2.9 482,058 1.3 460,345 (4.5) 100,647  (78.1) 2.2
Hawai'i 360,604 21.7 379,862 5.3 370,241 (2.5) 360,772 (2.6) 362,203 0.4 468,765 29.4 415,108 (11.4) 402,753 (3.0) 90,008 (77.7) 1.6
Kaua'i 106,861 10.1 126,537 18.4 131,661 4.0 145,458 10.5 136,691 (6.0) 154,408 13.0 179,962 16.5 158,769  (11.8) 35,104  (77.9) 5.8
Moloka'i 11,583 1.7 12,494 7.9 12,363 (1.0) 14,924 20.7 14,728 (1.3) 16,890 14.7 16,445 (2.6) 18,730 13.9 3,988 (78.7) 7.1
Lana'i 13,772 4.7 15,975 16.0 13,298 (16.8) 14,057 5.7 13,725 (2.4) 16,337 19.0 20,700 26.7 25,304 22.2 2,491 (90.2) 9.1
Total Visitors by Island
O'ahu 4,904,045 114 % 5,044,276 29 % 5,192,620 29 % 5,339,912 28 % 5,447,229 20 % 5,690,753 45 % 5,862,357 3.0 % 6,154,248 50 % 1,515,013 (75.4) % 30 %
Maui 2,309,194 6.5 2,358,783 22l 2,417,418 2.5 2,540,162 5.1 2,634,237 3.7 2,744,994 4.2 2,914,912 6.2 3,111,132 6.7 806,365 (74.1) 4.0
Hawai'i 1,433,282 8.7 1,435,245 0.1 1,454,684 1.4 1,514,973 4.1 1,549,943 2.3 1,761,489 13.6 1,706,217 (3.1) 1,763,904 3.4 492,325  (72.1) 2.9
Kaua'i 1,084,681 7.2 1,114,355 2.7 1,119,973 0.5 1,173,752 4.8 1,187,268 1.2 1,279,968 7.8 1,389,300 8.5 1,370,029 (1.4) 330,954 (75.8) 4.2
Moloka'i 53,323 (3.5) 55,157 3.4 60,100 9.0 64,767 7.8 58,931 (9.0) 58,450 (0.8) 58,886 0.7 63,034 7.0 16,964  (73.1) 1.7
Lana'i 72,649 (3.1) 74,309 2.3 68,150 (8.3) 58,391 (14.3) 63,024 749 64,358 2.1 75,010 16.6 84,103 12.1 17,969 (78.6) 0.5
Source: State of Hawaii Department of Business, Economic Development & Tourism
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Visitation Forecast

As shown in the preceding table, O‘ahu is the most visited island. International
visitors tend to stay on O‘ahu, specifically in the Waikiki District, and typically
schedule day trips to visit the outer islands. This trend is due to the travel habits of
international visitors, who tend to travel in large groups, use buses as their main
form of transportation, and stay in larger hotels. Moreover, the well-developed
infrastructure of O‘ahu was planned to handle the needs of these international
travelers. In addition, Waikiki as a destination is the most popular among first-time
and international visitors.

Maui is the second most visited island after O‘ahu. While O‘ahu and Waikiki offer an
experience of Hawaii in a more urban setting, the island of Maui features lush
rainforests, pristine white sand beaches, and luxury resort developments. Maui
tends to draw both first- and second-time visitors to the Hawaiian Islands, with
primary feeder markets stemming from the West Coast of the United States.

Hawai'‘i, also known as the Big Island, is the largest island by land mass. The island
also features a number of upscale resort developments on its sunny west side;
however, the main draw of Hawai'i is the Volcanoes National Park on the east side.
Given its sheer size, the Big Islands tends to be frequented by those on their second
or third visit to the Hawaiian Islands.

Kaua'i is the smallest and least populated of the four main Hawaiian Islands. As this
particular island remains relatively underdeveloped, Kaua‘i tends to attract a
younger, more active demographic that prefers outdoor adventures such as hiking,
kayaking, paddleboarding, snorkeling, and helicopter tours. The island has gained
significant popularity in recent years, evidenced by the 6.3% CAGR in visitation
levels between 2012 and 2019. Primary feeder markets for Kaua‘i include
California, Oregon, Washington, and Arizona.

In 2019, the State of Hawaii achieved a historical peak of over 10.2 million visitors
by air. The entrance of Southwest Airlines into the transpacific and interisland
market significantly boosted domestic visitation. Prior to the ongoing COVID-19
pandemic, visitation was projected to continue to grow over the next four years,
with the largest absolute growth previously expected to stem from the Western
United States.

In the latest Hawaii DBEDT Quarterly Tourism Forecast, overall visitation is not
expected to recover to peak 2019 levels until 2025. However, we note that domestic
tourism is forecast to return to roughly 98% of 2019 levels by 2023; a slower
recovery is anticipated for the international markets. The Hawaii DBEDT’s most
recent four-year visitation forecast, along with historical statistics for 2012 through
2019, by source markets are presented in the following table.
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FIGURE 3-11 HAWAII DBEDT QUARTERLY TOURISM FORECAST

Total Visitor Percent  Visitor Arrivals ~ Percent  Visitor Arrivals Percent  Visitor Arrivals Percent  Visitor Arrivals Percent  Visitor Arrivals Percent  Visitor Arrivals Percent  Visitor Arrivals Percent  Visitor Arrivals Percent  Visitor Arrivals ~ Percent
Year Arrivals Change (US West) Change (US East) Change (Japan) Change (Canada) Change (Europe) Change (Oceania) Change (Cruise) Change (Korea) Change (Other Markets) Change
2000 6,989,293 = 2,432,444 = 1,712,712 = 1,817,643 = 251,843 = 166,973 = 95,974 = 40,699 = 58,865 = 412,140 =
2001 6,350,361 (9.1) % 2,372,070 (2.5) % 1,588,164 (7.3) % 1,528,564 (15.9) % 216,948 (13.9) % 126,020 (24.5) % 81,158 (15.4) % 46,571 144 % 44,161 (25.0) % 346,705 (15.9) %
2002 6,452,835 16 2,486,915 4.8 1,582,563 (0.4) 1,483,122 (3.0) 189,890 (12.5) 111,275 (11.7) 108,835 34.1 63,776 36.9 48,174 9.1 378,285 9.1
2003 6,442,021 (0.2) 2,609,863 4.9 1,653,357 4.5 1,340,034 (9.6) 204,999 8.0 111,074 (0.2) 95,514 (12.2) 61,581 (3.4) 48,493 0.7 317,106 (16.2)
2004 6,991,926 8.5 2,768,002 6.1 1,805,377 9.2 1,482,085 10.6 217,163 5.9 114,948 35 132,130 383 79,833 29.6 38,394 (20.8) 353,994 11.6
2005 7,494,234 7.2 3,032,492 9.6 1,929,294 6.9 1,517,439 2.4 248,617 14.5 112,370 (2.2) 142,391 7.8 77,662 (2.7) 35,008 (8.8) 398,961 12.7
2006 7,628,117 1.8 3,219,948 6.2 1,953,316 12 1,362,876 (10.2) 280,920 13.0 106,033 (5.6) 135,813 (4.6) 100,012 28.8 37,911 8.3 431,288 8.1
2007 7,600,819 (0.4) 3,244,707 0.8 1,901,502 2.7) 1,269,423 (6.9) 333,397 18.7 108,023 1.9 164,150 20.9 130,999 31.0 42,140 11.2 406,478 (5.8)
2008 6,822,912 (10.2) 2,769,229 (14.7) 1,683,112 (11.5) 1,175,198 (7.4) 359,580 7.9 115,172 6.6 155,479 (5.3) 109,476 (16.4) 38,110 (9.6) 417,556 2.7
2009 6,517,054 (4.5) 2,718,818 (1.8) 1,561,468 (7.2) 1,168,080 (0.6) 346,583 (3.6) 104,403 (9.4) 136,717 (12.1) 96,606 (11.8) 51,353 34.7 333,026 (20.2)
2010 7,018,134 7.7 2,924,430 7.6 1,610,421 Sl 1,239,307 6.1 405,040 16.9 112,765 8.0 161,060 17.8 101,239 4.8 81,758 59.2 382,114 14.7
2011 7,299,047 4.0 2,994,732 2.4 1,642,279 2.0 1,241,805 0.2 477,564 17.9 119,825 6.3 209,976 30.4 124,650 23.1 112,567 37.7 375,649 (1.7)
2012 8,028,745 10.0 3,178,824 6.1 1,699,625 BiS 1,465,654 18.0 499,144 4.5 129,252 7.9 273,039 30.0 161,600 29.6 153,338 36.2 468,269 24.7
2013 8,174,461 1.8 3,211,429 1.0 1,701,852 0.1 1,518,517 3.6 517,011 3.6 136,805 5.8 355,568 30.2 170,987 5.8 177,113 15.5 385,179 (17.7)
2014 8,320,785 1.8 3,255,475 1.4 1,713,085 0.7 1,511,739 (0.4) 522,761 1.1 142,366 4.1 371,367 4.4 124,443 (27.2) 178,118 0.6 501,431 30.2
2015 8,679,564 4.3 3,507,652 7.7 1,803,670 53 1,482,304 (1.9) 5i24323] (2.0) 145,019 1.9 399,619 7.6 116,546 (6.3) 193,658 8.7 518,773 85
2016 8,934,279 2.9 3,664,150 4.5 1,892,768 4.9 1,487,979 0.4 469,314 (8.4) 143,922 (0.8) 390,364 (2.3) 112,475 (3.5) 257,189 32.8 516,118 (0.5)
2017 9,404,346 5.3 3,868,195 5.6 2,040,795 7.8 1,525,343 2.5 520,062 10.8 142,665 (0.9) 400,957 2.7 126,733 12.7 279,201 8.6 500,395 (3.0
2018 9,888,845 5.2 4,203,894 8.7 2,173,458 6.5 1,489,778 (2.3) 548,702 5.5 144,953 1.6 415,764 3.7 127,397 0.5 228,350 (18.2) 556,549 11.2
2019 10,386,673 5.0 4,595,319 chs) 2,276,520 4.7 1,576,205 5.8 540,103 (1.6) 137,908 (4.9) 363,551 (12.6) 143,508 12.6 229,056 0.3 524,503 (5.8)
2020 2,716,195 (73.8) 1,306,388 (71.6) 676,061 (70.3) 297,243 (81.1) 161,201 (70.2) 21,609 (84.3) 61,226 (83.2) 29,792 (79.2) 42,179 (81.6) 120,496 (77.0)
2021 5,511,945 102.9 3,002,696 129.8 1,401,180 107.3 349,500 17.6 195,431 21.2 55,102 155.0 82,654 35.0 55,102 85.0 55,102 30.6 315,177 161.6
2022 8,281,723 50.3 3,975,227 324 1,904,796 359 1,076,624 208.0 414,086 111.9 99,381 80.4 248,452 200.6 66,254 20.2 149,071 170.5 347,832 10.4
2023 9,209,632 11.2 4,144,335 4.3 2,026,119 6.4 1,335,397 24.0 506,530 223 119,725 20.5 322,337 29.7 110,516 66.8 202,612 35.9 442,062 27.1
2024 9,837,094 6.8 4,328,321 4.4 2,164,161 6.8 1,475,564 10.5 541,040 6.8 127,882 6.8 393,484 22.1 127,882 ils,7/ 226,253 11.7 452,506 2.4
Source: DBEDT Tourism Forecast (Q1 2021)
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Tourist Attractions

Currently, the percentage of total visitors to Hawai'i that are from the U.S. mainland
is high given the Hawai'’i’s low COVID-19 infection rate, the limited safe destination
options available outside of the U.S., and the limited number of international visitors
due to COVID-19 related restrictions and individual government policies. For
example, visitors from Japan to Hawai'i are subject to a 14-day quarantine upon
returning to Japan, Japanese citizens are advised by the Japanese government not to
travel if possible, and the uncertainty of the status of the Summer Olympics
scheduled to be held in Tokyo, Japan complicates Japan’s government decision
regarding travel abroad. While some travel companies have started selling tour
products to Hawaii from Japan beginning in mid to late summer arrivals, the
majority of airlines and tour companies anticipate international travel to start up in
the third quarter of 2021. Hawai'i Tourism Japan is forecasting significant visitation
to begin in the fourth quarter of 2021, but Japan visitation will not return to 2019
levels until after 2023.

The market benefits from a variety of tourist and leisure attractions in the area.
While O'ahu typically experiences steady year-round tourism given its warm
weather, the peak season in this area is from May to September. Primary attractions
in the area include the following:

e The Waikiki hotel and entertainment district features a multitude of
restaurants, shops, and bars, in addition to two miles of beach. Waikiki
Beach is one of the most heavily photographed beaches in the world,
attracting hundreds of thousands of visitors to sunbathe, swim, and surf
here. The Diamond Head Crater, located at the eastern end of Waikiki, was
formed during a series of volcanic eruptions. While part of Diamond Head
currently serves as a platform for antennas used by the U.S. Government, the
crater is a popular tourist and hiking destination. Once hikers reach the end
of the trail at the top of the crater, they are rewarded with panoramic views
of Waikiki and the Pacific Ocean.

e The North Shore, the north-facing coastal area of O'ahu between Kaena
Point and La'ie Point, is famous for its massive waves, often reaching 20 feet
or higher. The North Shore attracts surfers from all around the world. The
North Shore waters are also abundant with shrimp, and many popular
shrimp trucks line the beach areas. The Polynesian Cultural Center, spread
over 42 acres in La'ie, has historically been one of the state’s top paid visitor
attractions, typically drawing around a million visitors annually. The
Cultural Center features seven Pacific Island villages, an evening show with
a castof 100, a canoe pageant, an award-wining luau, an arts and handicrafts
marketplace, and an IMAX theater.
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The USS Arizona Memorial is one of several sites in Hawaii that are part of
the Pearl Harbor National Memorial. The national memorial commemorates
the site where World War Il began for the United States. The memorial was
built in 1962 and is only accessibly by boat, straddling the sunken hull of the
battleship. The battleship’s sunken remains were declared a National
Historic Landmark in 1989. Prior to the COVID-19 pandemic, it was visited
by over one million visitors annually.

The I'olani Palace, the seat of Hawaii’s former government, is a short walk
from the State Capitol in Downtown Honolulu. Built in 1882 for King
Kalakaua, I’olani Palace is the only restored royal palace in the United States.
Until 1893, when the United States government overthrew the Hawaiian
monarchy, this Renaissance-style building was the official residence of King
Kalakaua and Queen Lili'uokalani, Hawaii’s last two monarchs.

One of Hawaii’s most recognized icons, Diamond Head is an extinct volcano
located at the eastern end of Waikiki. While part of Diamond Head currently
serves as a platform for antennas used by the U.S. government, the crater is
a popular tourist and hiking destination. Once hikers reach the end of the
trail at the top of 760-foot summit, they are rewarded with panoramic views
of the Pacific Ocean, spanning from Hawaii Kai and Kahala to Waikiki and
Downtown Honolulu.

Formed within a volcanic cone, Hanauma Bay is a nature preserve and
marine-life conservation district located eight miles east of Waikiki. With
more than 400 species of fish, as well as an abundance of green sea turtles
inhabiting the area, Hanauma Bay is a popular snorkeling destination for
tourists.

Ala Moana, the world's largest open-air shopping center, is located less than
one mile northwest of Waikiki. Featuring more than 2.2 million square feet
of retail space and over 330 retailers, Ala Moana has undergone numerous
renovations since its opening in 1959. In 2015, the shopping center
underwent a $573-million expansion of its western Ewa Wing.

Kualoa Ranch is a 4,000-acre private nature reserve and working cattle
ranch located on the windward coast of O'ahu. The property features three
valleys: Ka'a'awa Valley, Kualoa Valley, and Hakipu'u Valley. Ka'a'awa Valley
has been the site of many television shows and Hollywood films, including
Jurassic Park, Jurassic World, Pearl Harbor, Godzilla, 50 First Dates, LOST, and
Hawaii Five-0. The ranch features a variety of activities, including horseback
riding, ATV tours, jungle expeditions, ocean voyaging tours, and zipline
tours.
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Conclusion

e The Bernice Pauahi Bishop Museum, designated the Hawaii State Museum
of Natural and Cultural History, is a museum of history and science located
in the Kalihi district of Honolulu. Founded in 1989, it is the largest museum
in Hawaii and features the world's largest collection of Polynesian cultural
artifacts and natural history specimens.

WAIKIKI BEACH

This section discussed a wide variety of economic indicators for the pertinent
market area. Given the scenic views and beautiful landscapes, Hawaii's economy is
largely dependent upon tourism, which declined significantly in 2020 due to the
onset of the COVID-19 pandemic. However, tourism has rebounded in Q2 2021 due
to pent-up domestic demand. Moreover, other economic drivers, such as the
government and military sectors, remain strong and stable sources of demand on
O'ahu, and construction activity has continued despite the pandemic. The long-term
outlook remains optimistic, as the Hawaiian Islands will remain a popular
destination for both domestic and international tourism.

Our analysis of the outlook for this specific market also considers the broader
context of the national economy. The U.S. economy expanded at an overall rate of
2.3%in 2019, adecline from the 2.9% level achieved in 2018. For the seven quarters
leading up to 2020, GDP quarterly growth ranged between 1.3% and 2.9%,
reflecting moderate economic expansion. The slowdown and impact of COVID-19
became more evident in the first quarter of 2020, when GDP declined by 5.0%. As
shutdowns halted major components of the U.S. economy from mid-March through
May, and partial, halting re-openings continued to dampen business activity, the U.S.
economy contracted by an annualized rate of 31.4% in the second quarter, the
largest such decline in U.S. history. The decline affected virtually every corner of the
economy, with major decreases in personal consumption, exports, private inventory
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investment, residential and nonresidential fixed investment, and state and local
government spending.

FIGURE 3-12 UNITED STATES GDP GROWTH RATE
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While shocking, the second-quarter GDP decline was offset by a significant rebound
in economic activity in the third quarter, greatly moderating the overall impact for
the year. The U.S. economy grew by 33.4% on an annualized basis in the third
quarter, followed by a 4.3% and 6.4% gain in the subsequent fourth and first
quarters, respectively. The rebound has been supported by substantial stimulus by
the federal government, including the March 2020 $2-trillion CARES economic-aid
package, the December 2020 $900-million aid package, and the March 2021 $1.9-
trillion American Rescue Plan. Additional stimulus may be forthcoming if some form
of the infrastructure bill currently in Congress is passed. The considerable federal
stimulus has raised concerns about rising inflation, which has traditionally
benefited hotel investments, though rising labor costs are also a concern. Hotel
investors remain bullish based on factors such as a rebound in travel demand, rising
hotel performance levels, and opportunities to generate significant returns as the
industry recovers.
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4. Supply and Demand Analysis

Definition of Subject
Hotel Market

National Trends
Overview

In the lodging industry, price varies directly, but not proportionately, with demand
and inversely, but not proportionately, with supply. Supply is measured by the
number of guestrooms available, and demand is measured by the number of rooms
occupied; the net effect of supply and demand toward equilibrium results in a
prevailing price, or average daily rate (ADR). The purpose of this section is to
investigate current supply and demand trends, as indicated by the current
competitive market, and to set forth a basis for the projection of future supply and
demand growth.

The subject site is located in the greater Hawaii lodging market. Prior to the onset
of the COVID-19 pandemic, this greater lodging market encompassed nearly 170
open and operating lodging facilities totaling roughly 49,000 guestrooms,
characterized by a mix of large resort hotels and older, more modest hotels and
resorts. Condominium rentals located throughout the Hawaiian Islands offer
alternatives to traditional hotel and resort accommodations. Within this greater
market, the island of O'ahu features roughly 90 lodging facilities totaling
approximately 30,500 guestrooms, with the majority of hotels located in Waikiki.
Visitors travel from all over the world to enjoy Waikiki Beach’s white sand, calm
surf, and picturesque views of Diamond Head. In addition to the primary
concentration of hotels in the Waikiki area, several hotels are located near the
Daniel K. Inouye International Airport in Honolulu, within the Ko Olina Resort
development in Kapolei, and along the North Shore of the island.

Within this greater market, the proposed subject hotel is expected to compete with
six hotels on a primary level. Five of these hotels, located in Waikiki, are competitive
on a primary level given their product offering, price point, and focus on capturing
higher-rated transient demand. The sixth hotel, located in Downtown Honolulu, has
been considered a primary competitor given its proximate location. We have
considered an additional six hotels as future secondary competitors given
differences in location and price point.

A hotel’s local lodging market is most directly affected by the supply and demand
trends within the immediate area. However, individual markets are also influenced
by conditions in the national lodging market. We have reviewed national lodging
trends to provide a context for the forecast of the supply and demand for the
proposed subject hotel’s competitive set.
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STRis an independent research firm that compiles data on the lodging industry, and
this information is routinely used by typical hotel buyers. The following STR
diagram presents annual hotel occupancy, average daily rate (ADR), and rooms
revenue per available room (RevPAR) data since 1989. RevPAR is calculated by
multiplying occupancy by average rate and provides an indication of how well
rooms revenue is being maximized.

FIGURE 4-1 NATIONAL OCCUPANCY, AVERAGE RATE, AND REVPAR TRENDS
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The preceding chart illustrates the impact of the recessions of the early 1990s,
2000s, and the financial crisis of 2008/09 on the U.S. lodging industry. In each case,
the downturn caused lodging demand to drop, resulting in an occupancy decline.
The aggregate average rate (ADR) also fell, as hoteliers used price as a marketing
tool to attract demand and support occupancy levels. As occupancy recovered, ADR
growth resumed, although the ADR recovery lagged somewhat behind occupancy
levels, as price discounts contributed to the initial recovery of demand. Throughout
the period, both supply and demand increased, which contributed to the increased
degree of volatility evident in each successive cycle.

Following the financial crisis of the Great Recession, occupancy fell by over eight
points, and ADR declined by 5.9%, resulting in an 18.3% decrease in RevPAR. The
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market recovered steadily thereafter, with occupancy surpassing the 65% mark in
2015, and average rates also consistently growing, albeit at a decelerating pace. The
onset of the COVID-19 pandemic in March 2020 had a severe impact on the lodging
industry, causing occupancy, ADR, and RevPAR to decline by unprecedented levels.
The 2019 and 2020 annual data are presented in the following chart. The data are
categorized by geographical region, price point, type of location, and chain scale, and
the statistics include occupancy, ADR, and RevPAR.
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FIGURE4-2 NATIONAL OCCUPANCY AND ADR TRENDS — CALENDAR-YEAR DATA

Occupancy Average Rate RevPAR Percent Change
% % % Rms. Rms.
2019 2020 Change 2019 2020 Change 2019 2020 Change Avail. Sold
United States 66.0 % 44.0% (33.3) % S$131.23 $103.25 (21.3) % $86.64 $45.48  (47.5) % (3.6) % (35.7) %
Region
New England 64.7 % 38.8 % (40.1) % $161.08 $123.17 (23.5) % $104.25 S47.77  (54.2) % (5.2) % (43.2) %
Middle Atlantic 69.0 41.3 (40.1) 166.27 115.26  (30.7) 114.81 47.65 (58.5) (8.7) (45.3)
South Atlantic 67.5 45.7 (32.2) 128.41 107.99 (15.9) 86.68 49.40 (43.0) (3.5) (34.6)
E. North Central 61.1 39.1 (36.0) 112.64 86.72  (23.0) 68.82 33.93 (50.7) (2.3) (37.4)
E. South Central 62.4 45.7 (26.8) 103.58 85.74 (17.2) 64.61 39.18 (39.4) 0.5 (26.4)
W. North Central 58.3 39.1 (32.9) 99.28 83.65 (15.7) 57.88 32.72  (43.5) 0.2 (32.7)
W. South Central 62.6 44.9 (28.2) 101.84 82.88 (18.6) 63.77 37.25 (41.6) (0.4) (28.5)
Mountain 66.9 46.7 (30.1) 121.89 105.70  (13.3) 81.54 49.39 (39.4) (4.3) (33.2)
Pacific 73.6 47.1 (36.0) 171.40 129.57 (24.4) 126.16 61.01 (51.6) (7.3) (40.7)
Class
Luxury 709 % 36.8 % (48.1) % $304.11 $285.78 (6.0) % $215.73 $105.29 (51.2) % (15.1) % (55.9) %
Upper-Upscale 72.6 34.8 (52.1) 188.24 159.14  (15.5) 136.67 55.30 (59.5) (13.3) (58.5)
Upscale 71.5 42.8 (40.1) 143.60 117.80 (18.0) 102.68 50.45 (50.9) (2.7) (41.7)
Upper-Midscale 67.5 45.3 (32.9) 115.91 98.80 (14.8) 78.20 44.72  (42.8) 0.0 (32.9)
Midscale 59.5 44.4 (25.4) 95.82 84.47  (11.8) 57.03 37.52 (34.2) (0.7) (25.9)
Economy 59.4 49.2 (17.1) 75.50 65.45  (13.3) 44.83 3230 (28.2) (1.3) (18.2)
Location
Urban 732 % 37.9 % (48.2) % $183.20 $127.80 (30.2) % $134.12 $48.47 (63.9) % (10.9) % (53.8) %
Suburban 66.7 46.4 (30.4) 111.26 88.81 (20.2) 74.24 41.24  (44.4) (0.9) (31.0)
Airport 73.7 44.5 (39.6) 119.22 93.71 (21.4) 87.85 41.72  (52.5) (1.2) (40.3)
Interstate 57.9 44.8 (22.7) 87.86 79.05 (10.0) 50.85 35.39 (30.4) 0.8 (22.0)
Resort 70.0 42.9 (38.6) 182.74 170.36 (6.8) 127.85 73.13  (42.8) (12.9) (46.6)
Small Town 57.8 44.4 (23.1) 107.26 96.95 (9.6) 61.98 43.07 (30.5) (0.1) (23.2)
Chain Scale
Luxury 73.8 % 32.0% (56.7) %  $343.02 $329.54 (3.9) % S$253.17 $105.40 (58.4) % (21.5) % (66.0) %
Upper-Upscale 73.9 33.4 (54.8) 189.25 158.86  (16.1) 139.80 53.10 (62.0) (13.7) (61.0)
Upscale 72.6 43.0 (40.7) 142.38 115.11  (19.2) 103.32 49.52  (52.1) (0.9) (41.3)
Upper-Midscale 67.5 45.4 (32.7) 112.80 96.04 (14.9) 76.14 43.61 (42.7) 0.9 (32.1)
Midscale 58.1 44.2 (23.8) 86.61 77.29 (10.8) 50.30 34.19 (32.0) 0.9 (23.2)
Economy 58.7 50.9 (13.2) 63.70 58.21 (8.6) 37.36 29.64 (20.7) (0.4) (13.5)
Independents 63.5 44.8 (29.5) 133.08 110.74  (16.8) 84.44 49.56  (41.3) (5.6) (33.4)

Source: STR - December 2020 Lodging Review
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In December 2019, a novel coronavirus known as SARS-CoV-2 (COVID-19) was first
identified in China, which has since spread throughout the world. The first reported
case in the United States occurred in the State of Washington in late January 2020;
by mid-March, cases had been identified in all 50 states, and the number of cases
was increasing exponentially. The World Health Organization (WHO) officially
declared COVID-19 a global pandemic on March 11, 2020, and the U.S. declared the
outbreak a National Emergency on March 13, 2020. As the number of cases
multiplied in the U.S. and throughout the world, governments implemented
lockdowns and social-distancing measures in an effort to slow the spread of the
virus. In most cases, these measures were effective, and the rates of infection slowed
substantially through the summer months. After a spike in late December/early
January, the number of new cases declined again. With vaccinations now available
for all adults, infection rates continue to decline in most states. As a result, consumer
confidence in being able to travel safely in the U.S. is rising; thus, the outlook for
recovery of the travel industry has significantly improved.

The pandemic led to global economic disruptions, as stock markets throughout the
world suffered sharp declines and the price of oil dropped precipitously. The
markets have realized a significant recovery since the initial impact, and the price
of oil has also recovered. In the U.S., economic activity declined sharply because of
restrictions on business and travel. In most areas of the U.S., all but essential
businesses were effectively closed for much of the second quarter of 2020, resulting
in a 31.4% drop in GDP. With most states easing or lifting restrictions over the
summer, the economy rebounded in the latter half of 2020, and with a 6.4% gain in
the first quarter of 2021, actual GDP exceeded pre-pandemic levels. Significant
government support contributed to this rebound, and the latest $1.9-trillion funding
bill passed in March 2021 will further contribute to the ongoing economic recovery,
with GDP growth for 2021 expected to reach or exceed 6.0%. While the long-term
impact of the bailouts remains unknown, it is clear that the economic rebound is
already well underway and will continue to stimulate the recovery of the hospitality
industry.

The hotel market performance data for 2020 reflect the onset and spread of the
COVID-19 pandemic. Occupancy declined by 22 points, and ADR declined by roughly
$28.00, resulting in a RevPAR loss of 47.5% when compared to 2019. The sharp
downturn in travel caused by COVID-19 has continued into 2021, as the months of
January and February 2020 were not notably affected by the pandemic. With travel
still substantially below historic levels, data for the first quarter of 2021 continue to
show a sharp downturn in travel activity.
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FIGURE 4-3 NATIONAL OCCUPANCY AND ADR TRENDS - YEAR-TO-DATE DATA
Occupancy - YTD May Average Rate - YTD May RevPAR - YTD May Percent Change
% % % Rms. Rms.
2020 2021 Change 2020 2021 Change 2020 2021 Change Avail. Sold
United States 433 % 513 % 186 % $112.07 $106.35 (5.1) % $48.47 $54.56 126 % 44 % 239 %
Region
New England 36.7 % 43.0% 17.1 % $116.35 $109.71 (5.7) % $42.74 $47.19 104 % 47 % 226 %
Middle Atlantic 40.6 45.1 11.0 122.10 110.22 (9.7) 49.59 49.69 0.2 (1.8) 9.0
South Atlantic 46.6 56.5 21.2 119.82 121.42 1.3 55.83 68.55 22.8 6.1 28.6
E. North Central 36.7 43.7 19.1 88.96 86.78 (2.5) 32.64 37.92 16.2 3.6 23.4
E. South Central 42.1 54.5 29.5 87.18 90.53 3.8 36.70 49.33 34.4 3.8 34.4
W. North Central 35.3 43.4 22.8 84.78 84.31 (0.6) 29.94 36.56 22.1 3.2 26.7
W. South Central 44.5 55.1 23.7 89.60 85.58 (4.5) 39.89 47.15 18.2 4.1 28.9
Mountain 45.8 53.2 16.1 115.97 107.50 (7.3) 53.13 57.18 7.6 8.7 26.2
Pacific 47.7 52.1 9.1 145.24 127.13 (12.5) 69.35 66.24 (4.5) 4.0 13.4
Class
Luxury 435 % 418 % (3.9) % $302.71 $315.75 43 % $131.66 $132.01 03 % 201 % 154 %
Upper-Upscale 41.9 39.8 (5.0) 177.55 155.41 (12.5) 74.38 61.84 (16.9) 8.6 3.2
Upscale 43.1 52.3 21.2 129.27 115.49  (10.7) 55.76 60.39 8.3 5.8 28.2
Upper-Midscale 42.2 54.8 30.0 103.41 99.78 (3.5) 43.63 54.72 25.4 4.3 35.6
Midscale 40.3 51.1 26.9 84.16 87.42 3.9 33.89 44.66 31.8 3.1 30.8
Economy 46.0 55.1 19.8 65.02 68.53 5.4 29.88 37.75 26.3 0.0 19.9
Location
Urban 434 % 431 % (0.7) % $147.91 $121.81 (17.6) % $64.26 $52.55 (18.2) % 2.7 % 20 %
Suburban 45.4 54.5 20.1 95.43 89.97 (5.7) 43.28 49.00 13.2 3.9 24.8
Airport 47.4 54.1 14.1 106.45 91.25 (14.3) 50.50 49.38 (2.2) 2.9 17.4
Interstate 39.6 52.3 32.1 77.35 82.24 6.3 30.60 42.98 40.4 2.6 35.5
Resort 46.5 50.7 8.9 188.94 191.56 1.4 87.94 97.10 10.4 14.8 25.0
Small Town 38.1 50.8 33.4 89.01 98.19 10.3 33.92 49.93 47.2 2.8 37.1
Chain Scale
Luxury 453 % 36.1 % (20.3) %  $354.83 $369.37 41 % $160.75 $133.33 (17.1) % 207 % (3.8) %
Upper-Upscale 42.1 38.2 (9.2) 179.46 151.55 (15.6) 75.53 57.90 (23.3) 9.2 (0.9)
Upscale 43.7 52.7 20.6 128.47 111.25 (13.4) 56.19 58.67 4.4 6.3 28.2
Upper-Midscale 42.1 55.5 31.7 100.84 97.38 (3.4) 42.47 54.02 27.2 3.9 36.9
Midscale 40.0 50.8 27.0 77.00 79.38 3.1 30.77 40.29 30.9 2.1 29.7
Economy 47.5 56.6 19.2 56.90 60.51 6.3 27.02 34.26 26.8 (1.0) 18.1
Independents 42.9 51.2 19.4 111.42 116.77 4.8 47.76 59.77 25.2 4.4 24.7

Source: STR - May 2021 Lodging Review

In an effort to further understand the nature and degree of the impact of the
pandemic thus far, we have reviewed the following weekly data for the U.S. lodging
industry, as published by STR. As illustrated, both occupancy and ADR began to
decline significantly during the week of March 7, 2020, with national occupancy
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reaching a nadir of 21% and RevPAR declining 83% over the same period in 2019
for the week ending April 11, 2020. Modest improvements began in late April when
stay-at-home orders and travel restrictions were relaxed; the decline from 2019
performance fell below 50% in the latter half of the summer. However, with the
relaxation in restrictions, the number of cases nationwide began to rise again,
reaching a peak during the December 2020/January 2021 holiday season. As a
result, travelers pulled back, and RevPAR declines once again exceeded 50% in most
weeks throughout the early winter. Beginning in February 2021, with vaccination
rates rising and the number of cases declining, travel increased, and the RevPAR
decline fell below 50%. This improving trend is anticipated to continue as the
population is increasingly vaccinated, group gathering restrictions are lifted, and
consumer confidence in travel continues to rise. RevPAR, which registered $63 in
April 2021 vs. $17 in April 2020, should continue its upward trajectory through
2021. The expectation of recovery over the next two to four years remains,
particularly given that recent travel activity demonstrates that many Americans are
eager to travel.

FIGURE 4-4 NATIONAL OCCUPANCY TRENDS — WEEKLY DATA
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FIGURE 4-5 NATIONAL ADR TRENDS — WEEKLY DATA
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FIGURE 4-6 NATIONAL REVPAR TRENDS — WEEKLY DATA
Hotel RevPAR
2020 - 2021 ==——2019
$110
$90
$70
$50
-16.7%
$30
$10
J F M A M J J A S (0] N D J F M A M J

Months of the Year

The downturn has affected the various sectors of the lodging industry to differing
degrees. Hotels that derive a significant component of their demand from the group
segment have been hit the hardest, followed by properties in markets with a high
proportion of business and international travel. For this reason, the major
metropolitan areas reported deep RevPAR declines through the first quarter of
2021, a trend that is starting to reverse. Hotels in locations that depend primarily
on automobile traffic have fared better and the extended-stay category has also
outperformed the national average. The popularity of “drive-to” destinations has
been a particular bright spot, demonstrating Americans’ desire to travel, albeit in
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O'ahu Island, HI
Lodging Market

the relative safety of their own vehicles. With air travel increasing, the leisure
segment continues to outperform all other segments, and hotels and markets that
primarily depend on leisure travelers are showing strong signs of recovery. As
restrictions have been lifted, some business travel has also resumed, and group
events have started to occur in markets where local restrictions permit larger
gatherings. These trends are evidence of the ongoing recovery of the market, and
the weekly and monthly statistics are expected to reflect substantial increases over
2020 levels for the balance of the year, as all segments are increasingly confident in
the safety of travel.

The rate of infections is continuing to decline from the late 2020/early 2021 spike,
and vaccines are increasingly available. Accordingly, hotel owners, operators, and
investors generally anticipate the hospitality sector to recover at an accelerating
pace, as vaccines, medical therapies, and public confidence support a return of
travel. The recovery is expected to continue in 2022 and 2023, with national
RevPAR anticipated to return to 2019 levels by 2024.

The subject property is located in the greater 0'ahu Island market. The following
table presents the historical occupancy, average rate, and RevPAR data for this
metropolitan area for 2000 through May 2021. The data reflect the historical
performance of the market, including the impact of and recovery from the 2001 and
2008/09 downturns.
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FIGURE 4-7 O'AHU ISLAND LODGING MARKET DATA - 2000 TO YTD MAY
2021
Percent Percent Percent
Year Occupancy Change Average Rate Change RevPAR Change
2000 75.8 % = $112.17 = $85.02 =
2001 68.8 (9.2) % 117.12 4.4 % 80.58 (5.2) %
2002 70.3 2.2 111.46 (4.8) 78.36 (2.8)
2003 73.1 4.0 116.25 4.3 84.98 8.5
2004 79.7 9.0 123.23 6.0 98.21 15.6
2005 85.6 7.4 139.68 13.3 119.57 21.7
2006 83.1 (2.9) 155.77 11.5 129.44 8.3
2007 76.9 (7.5) 168.67 8.3 129.71 0.2
2008 74.9 (2.6) 169.92 0.7 127.27 (1.9)
2009 73.3 (2.1) 149.76 (11.9) 109.77 (13.7)
2010 78.2 6.7 149.67 (0.1) 117.04 6.6
2011 80.9 3.5 165.05 10.3 133.53 14.1
2012 84.7 4.7 183.51 11.2 155.43 16.4
2013 83.7 (1.2) 209.01 13.9 174.94 12.6
2014 84.4 0.8 221.18 5.8 186.68 6.7
2015 85.1 0.8 219.63 (0.7) 186.91 0.1
2016 83.9 (1.4) 227.42 3.5 190.81 2.1
2017 83.3 (0.7) 233.11 2.5 194.18 1.8
2018 83.7 0.5 236.06 1.3 197.58 1.8
2019 84.2 0.6 240.76 2.0 202.72 2.6
2020 39.0 (53.7) 215.57 (10.5) 84.07 (58.5)
Year to date through May
2020 55.6 % $237.64 $132.13
2021 40.3 (27.5) % 185.83 (21.8) % 74.89 (43.3) %
Average Annual Compound Growth
2000 to 2019 0.6 % 41 % 4.7 %

Tourism is the core of O'ahu’s economy. Attracting more visitors than any other
island in the state, O'ahu offers a Hawaiian experience in a relatively urban setting,
particularly in Honolulu. While occupancy declined in 2006 and 2007, ADR grew
from 2006 to 2008, as hotel operators raised rates to maintain RevPAR. However,
occupancy fell again in 2008 and 2009, as the Great Recession led to a contraction
in destination travel. Heavy discounting to attract visitors prompted the ADR
declines in 2009 and 2010. Hotel occupancy generally recovered from 2010 through
2015, with the exception of 2013, due in part to the large increase in demand from

Source: STR Global, STR Monthly Hotel Review
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Asian markets. In 2015, travelers to Europe and South America were displaced to
this market, as terrorist activity and the Zika virus, respectively, affected the
perception of those markets as tourist destinations, causing a minor increase in
occupancy. Occupancy declined in 2016 given the entrance of new supply and
continued to decline in 2017, attributed primarily to the renovations and
rebranding of several properties within the Waikiki submarket, recovering slightly
in 2018. ADR generally strengthened year-over-year from 2011 through 2018, aside
from a slight decline in 2015. In 2019, tourism reached an all-time high, with visitor
arrivals surpassing 10.4 million for the State of Hawaii that year; both occupancy
and ADR increased in 2019.

To assess the impact of COVID-19 on this market, we have reviewed the following
data, as published by STR, which track market performance on a weekly basis. The
weekly data illustrate the timing and degree of impact that the market is
experiencing.

FIGURE 4-8 O'AHU ISLAND OCCUPANCY TRENDS — WEEKLY DATA
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FIGURE 4-9 O'AHU ISLAND ADR TRENDS — WEEKLY DATA
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FIGURE 4-10 O'AHU ISLAND REVPAR TRENDS — WEEKLY DATA
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Despite strong RevPAR growth in January and February of 2020, the greater Hawaii
market has been devastated by the COVID-19 pandemic. As Hawaii is a major
international tourist destination, the near complete stoppage of inbound
international flights and travelers is of particular note; nearly 30% of tourism stems
from international visitation. On March 26, Governor Ige implemented a mandatory
two-week quarantine for all travelers arriving in the Hawaiian Islands. As a result
of these restrictions, most hotels and resorts suspended operations in late March.
Demand declined by more than 90% in the month of April, with hotels that
remained open reporting average occupancy in the single digits. Demand began to
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2019 Base Year

Historical Supply
and Demand Data

trend upward in June as the quarantine was lifted for interisland travel. The
quarantine for all inbound travelers was further eased in October, contingent upon
a negative COVID-19 test result within three days prior to arrival; in response,
lodging facilities began to reopen in October and November. However, the
reopening of supply has kept pace with demand, with occupancy remaining around
20% for the remainder of 2020. A significant rise in COVID-19 cases in major feeder
markets has also hampered a more notable recovery. While local operators
anticipate some pent-up demand in the near term, the Hawaii Tourism Authority
(HTA) forecasts that visitor arrivals will not recover to 2019 levels until 2025.

The severe disruption to the hospitality industry in 2020 and early 2021 is
recognized by market participants as an anomaly. While it is important to
understand how the hospitality industry, inclusive of individual markets and hotels,
was affected by the pandemic, performance data from this period do not provide a
reasonable basis for forecasting demand, occupancy, and ADR. Our interviews with
market participants, including major brands, management companies, and
investors, confirmed this opinion. The industry generally recognizes 2019 as
representative of normalized performance levels, with recovery from the pandemic
measured in terms of a rebound to those pre-pandemic benchmarks. We have
utilized a similar approach in our analysis of the subject property and its
competitive market, focusing on 2019 base-year performance and the trajectory of
recovery to those metrics and beyond. Thus, the base year used in this report refers
to 2019.

As noted previously, STR is an independent research firm that compiles and
publishes data on the lodging industry, routinely used by typical hotel buyers. HVS
has ordered and analyzed an STR Trend Report of historical supply and demand
data for a group of hotels considered applicable to this analysis for the proposed
subject hotel. This information is presented in the following table, along with the
market-wide occupancy, average rate, and rooms revenue per available room
(RevPAR). RevPAR is calculated by multiplying occupancy by average rate and
provides an indication of how well rooms revenue is being maximized.

In response to the travel restrictions and the decline in demand associated with the
COVID-19 pandemic, numerous hotels in markets across the nation initially ceased
operations; many of these have since reopened, while others are waiting until
demand recovers more substantially. During these suspensions, hotels are typically
closing to the public, with the majority of staff furloughed; however, key
management and maintenance staff are retained to preserve the property and to be
ready to reopen the hotel quickly when market conditions improve. We note that
four of the twelve hotels in the competitive set temporarily suspended operations
in April 2020 due to the pandemic. All four hotels resumed operations in October or
November 2020. Our analysis considers the full supply of competitive rooms,
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including any hotels that have temporarily suspended operations. It is important to
note that we have adjusted STR data to reflect the total available rooms in the
market and true occupancy, regardless of suspended operations at competitive
hotels.
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FIGURE 4-11 HISTORICAL SUPPLY AND DEMAND TRENDS

Average Daily Available Occupied Average
Year Room Count Room Nights Change Room Nights Change Occupancy Rate Change RevPAR Change
2008 2,265 826,560 — 606,283 — 73.4 % $165.54 — $121.42 —
2009 2,268 827,820 0.2 % 622,103 26 % 75.1 139.76 (15.6) % 105.03 (13.5) %
2010 2,389 871,804 5.3 678,220 9.0 77.8 138.70 (0.8) 107.90 2.7
2011 2,624 957,760 9.9 756,446 11.5 79.0 154.99 11.7 122.41 13.4
2012 2,624 957,760 0.0 829,394 9.6 86.6 171.12 10.4 148.19 21.1
2013 2,624 957,760 0.0 817,633 (1.4) 85.4 193.50 13.1 165.19 11.5
2014 2,624 957,760 0.0 818,505 0.1 85.5 204.47 5.7 174.74 5.8
2015 2,598 948,192 (1.0) 834,874 2.0 88.0 211.85 3.6 186.53 6.7
2016 2,466 900,138 (5.1) 772,965 (7.4) 85.9 225.49 6.4 193.63 3.8
2017 3,061 1,117,116 24.1 943,552 22.1 84.5 215.47 (4.4) 182.00 (6.0)
2018 3,220 1,175,300 5.2 980,430 3.9 834 220.27 2.2 183.75 1.0
2019 3,258 1,189,086 1.2 1,036,630 5.7 87.2 225.05 2.2 196.20 6.8
2020 3,378 1,232,970 3.7 448,000 (56.8) 36.3 208.51 (7.3) 75.76 (61.4)
Year-to-Date Through March
2020 3,378 304,020 — 222,161 — 73.1 % $229.31 — $167.57 —
2021 3,378 304,020 0.0 % 119,592 (46.2) % 39.3 179.28 (21.8) % 70.52 (57.9) %
Average Annual Compounded Change:
2008 - 2019 34 % 50 % 28 % 45 %
2015 - 2019 5.8 5.6 1.5 1.3
Competitive Number Year Year
Hotels Included in Sample Class Status of Rooms Affiliated Opened Comments
The Surfjack Hotel & Swim Club Upscale Class Primary 111 Jan 2020 Jun 1962
QOutrigger Resorts Waikiki Beachcomber Upper Upscale Class Secondary 496 Nov 2020 Jun 1971 S/O (Apr '20); R/O (Nov '20)
Autograph Collection The Laylow Upper Upscale Class Primary 251 Mar 2017 Jan 1973
Hilton Waikiki Beach Upper Upscale Class Secondary 601 Oct 2020 Jun 1980 S/O (Apr '20); R/O (Oct '20)
DoubleTree by Hilton Hotel Alana Waikiki Upscale Class Secondary 317 Nov 2020 Mar 1992 S/O (Apr'20); R/O (Nov '20)
Aston Hotel At The Executive Centre Upscale Class Primary 112 Jan 2009 Jun 1992
Embassy Suites by Hilton Waikiki Beach Walk Upper Upscale Class Primary 369 Dec 2006 Dec 2006
The Modern Honolulu Upscale Class Primary 353 Sep 2011 Sep 2010
Hampton by Hilton Inn & Suites Oahu/Kapolei Upper Midscale Class  Secondary 175 Sep 2016 Sep 2016
Hyatt Centric Waikiki Beach Upper Upscale Class Primary 230 Nov 2020 Dec2016 S/O (Apr '20); R/O (Nov '20)
Embassy Suites by Hilton Oahu Kapolei Upper Upscale Class Secondary 180 Sep 2017 Sep 2017
Residence Inn Oahu Kapolei Upscale Class Secondary 183 Oct 2019 Oct 2019
Total 3,378
*S/0 (Suspended Operations); R/O (Resumed Operations); E/O (Expected Reopening)
Source: STR
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FIGURE 4-12 HISTORICAL SUPPLY AND DEMAND TRENDS (STR)
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It is important to note some limitations of the STR data. Hotels are occasionally
added to or removed from the sample; furthermore, not every property reports data
in a consistent and timely manner. These factors can influence the overall quality of
the information by skewing the results, and these inconsistencies may also cause
the STR data to differ from the results of our competitive survey. Nonetheless, STR
data provide the best indication of aggregate growth or decline in existing supply
and demand; thus, these trends have been considered in our analysis. Opening
dates, as available, are presented for each reporting hotel in the previous table.

The STR data for the competitive set reflect a market-wide occupancy level of 2020
in 36.3%, which compares to 87.2% for 2019. The STR data for the competitive set
reflect a market-wide average rate level of $208.51 in 2020, which compares to
$225.05 for 2019. These occupancy and ADR trends resulted in a RevPAR level of
$75.76 in 2020.

O'ahu is a major resort destination, and tourism represents the primary source of
demand for the selected set of competitive hotels in this market. Hotel demand in
Hawaii, similar to other major destination resort markets, is sensitive to economic
trends, as much of the travel is discretionary or incentive in nature. During
challenging economic periods, demand has contracted significantly, and during
more prosperous economic periods, demand has rebounded to prior peak levels.
Hotel operators report that demand has historically been affected by currency

Supply and Demand Analysis 68
Proposed Chinatown Hotel — Honolulu, Hawaii



Seasonality

exchange rates in countries such as Japan, China, Australia, and Canada, and a
strengthening U.S. dollar can affect visitation trends.

Demand for this set of competitive hotels began to recover from the Great Recession
in 2009, with occupancy generally trending upward through 2015. We note that the
minor decline in demand in 2013 and 2014 was attributed to operators significantly
increasing average rates. Hotel occupancy declined modestly between 2016 and
2018 as The Laylow underwent significant renovations; the openings of the
Hampton by Hllton O'ahu Kapolei, Hyatt Centric Waikiki Beach, and Embassy Suites
by Hilton O'ahu Kapolei also impacted occupancy during this time. Thereafter, both
demand and occupancy increased in 2019, concurrent with record levels of tourism
throughout the State of Hawaii. Meanwhile, ADR generally trended upward between
2010 and 2019. RevPAR growth during the historical period shown was also
attributed to the volatility in other destination markets, such as Mexico, the
Caribbean, Napa/Sonoma, South America, and Europe.

Despite record RevPAR metrics in January and February, market-wide occupancy
significantly declined by year-end 2020, while ADR registered a roughly $16.50 loss.
In March 2020, the COVID-19 pandemic began to impact the local market, similar to
the rest of the nation, resulting in decreased business activity, inclusive of the
hospitality and tourism industries. A mandatory two-week quarantine for all
travelers to the State of Hawaii was implemented in late March, resulting in a steep
decline in demand. In response, four of the twelve hotels in the competitive set
temporarily suspended operations in April. The quarantine for all inbound travelers
was eased in October, contingent upon a negative COVID-19 test result within three
days prior to arrival. All four hotels that had temporarily closed resumed operations
in October and November. Year-to-date 2021 data through March illustrate a
continued decline in occupancy and a roughly $50 loss in ADR. However, based on
our conversations with local operators, demand has begun to rebound concurrent
with the widespread distribution of vaccines. In general, the timing of recovery in
lodging demand will be influenced by the course of the pandemic, the reopening of
business activity, and the removal of restrictions on international travel.

Seasonality trends are presented in the following tables.
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FIGURE 4-13 SEASONALITY

2013 2014 2015 2016 2017 2018 2019 2020
High Season - January, February, March, June, July, August, September, October, December December
Occupancy 86.5 % 87.4 % 89.2 % 86.6 % 85.1 % 83.6 % 88.3 % 42.0 %
Average Rate $198.66 $209.78 $216.24 $230.29 $220.22 $224.46 $229.34 $213.75
RevPAR 171.85 183.41 192.91 199.35 187.44 187.74 202.48 89.79
Shoulder Season - April, May, November
Occupancy 82.0 % 79.5 % 84.5 % 83.7 % 82.5 % 82.7 % 83.9 % 193 %
Average Rate $177.10 $186.87 $197.82 $210.03 $200.98 $207.53 $211.52 $174.11
RevPAR 145.15 148.61 167.22 175.84 165.88 171.73 177.38 33.53

Source: STR

The illustrated occupancy and ADR patterns reflect important seasonal
characteristics. We have reviewed these trends in developing our forthcoming

forecast of market-wide demand and average rate.

Patterns of Demand A review of the trends in occupancy and average rate by day of the week provides
some insight into the impact that the current economic conditions have had on the
competitive lodging market. The data, as provided by STR, are illustrated in the

following table(s).
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FIGURE 4-14 OCCUPANCY BY DAY OF WEEK (TRAILING 12 MONTHS)

Month Sunday Monday Tuesday Wednesday  Thursday Friday Saturday Total Month
Apr - 20 22.1 % 23.6 % 24.1 % 22.1 % 22.0 % 21.6 % 215 % 22.4 %
May - 20 30.5 31.2 30.7 30.8 30.2 31.2 30.1 30.7
Jun - 20 42.0 38.7 39.8 39.2 38.7 39.0 40.9 39.7
Jul - 20 49.6 50.4 53.0 51.2 49.6 52.7 51.3 51.1
Aug - 20 58.5 59.5 60.3 60.5 59.3 58.6 57.8 59.1
Sep - 20 45.4 47.0 49.7 48.8 48.4 45.8 45.7 47.4
Oct - 20 36.0 36.9 37.1 38.0 36.2 37.1 37.8 37.0
Nov - 20 29.7 30.0 30.3 30.5 31.5 31.8 31.3 30.6
Dec- 20 335 333 32.4 32.9 35.1 34.1 345 33.7
Jan-21 31.6 29.8 29.3 29.8 30.7 33.8 33.6 31.4
Feb - 21 40.3 35.8 36.0 35.8 37.7 41.2 43.2 38.6
Mar - 21 48.0 44.4 44.3 46.6 47.1 52.5 55.0 48.0
Average 38.0 % 376 % 37.9 % 38.0 % 38.0 % 394 % 39.9 % 384 %
Source: STR

FIGURE 4-15 AVERAGE RATE BY DAY OF WEEK (TRAILING 12 MONTHS)

Month Sunday Monday Tuesday Wednesday  Thursday Friday Saturday Total Month
Apr - 20 $161.24 $164.22 $164.24 $162.32 $165.53 $169.16 $165.27 $164.51
May - 20 166.77 165.62 164.30 164.10 166.38 166.23 164.71 165.49
Jun - 20 180.49 179.31 187.20 179.14 183.08 180.89 180.42 181.62
Jul - 20 201.04 202.34 203.76 201.53 203.78 206.33 208.18 203.88
Aug - 20 200.20 200.60 201.49 199.42 201.23 201.18 201.30 200.76
Sep - 20 193.61 193.86 194.01 194.32 194.43 194.53 194.28 194.15
Oct - 20 190.46 190.68 189.29 190.99 189.11 190.03 191.74 190.34
Nov - 20 181.43 180.81 184.35 183.34 183.38 181.26 182.06 182.29
Dec- 20 184.65 185.44 185.42 186.67 190.53 181.54 182.33 185.46
Jan-21 180.35 180.23 178.95 179.90 179.22 184.71 181.94 181.00
Feb - 21 176.34 178.55 179.11 177.89 178.84 177.59 177.17 177.88
Mar - 21 177.40 178.41 179.48 178.62 180.08 180.27 179.85 179.16
Average $183.76 $184.49 $185.54 $184.75 $186.12 $185.42 $185.04 $185.02
Source: STR
Supply and Demand Analysis 7 1
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FIGURE 4-16 OCCUPANCY AND AVERAGE RATE BY DAY OF WEEK (TRAILING 12 MONTHS)
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FIGURE 4-17 OCCUPANCY, AVERAGE RATE, AND REVPAR BY DAY OF WEEK (MULTIPLE YEARS)

Occupancy (%) Sunday Monday Tuesday Wednesday Thursday Friday Saturday Total Year
Apr 18 - Mar 19 81.6 % 82.6 % 83.1 % 84.7 % 85.4 % 86.3 % 84.3 % 84.0 %
Apr 19 - Mar 20 80.9 81.8 82.2 85.5 85.9 86.2 83.8 83.8
Apr 20 - Mar 21 38.0 37.6 37.9 38.0 38.0 39.4 39.9 38.4
Change (Occupancy Points)
FY 19 - FY 20 (0.7) (0.8) (0.9) 0.9 0.5 (0.1) (0.5) (0.2)
FY 20 - FY 21 (42.9) (44.2) (44.4) (47.5) (48.0) (46.8) (43.9) (45.4)
ADR ($) Sunday Monday Tuesday Wednesday Thursday Friday Saturday Total Year
Apr 18 - Mar 19 $219.85 $219.56 $219.67 $220.87 $221.93 $223.00 $222.54 $221.08
Apr 19 - Mar 20 226.29 227.05 226.64 227.61 228.65 227.88 228.00 227.46
Apr 20 - Mar 21 183.76 184.49 185.54 184.75 186.12 185.42 185.04 185.02
Change (Dollars)
FY 19 - FY 20 $6.43 $7.49 $6.97 $6.74 $6.71 $4.88 $5.46 $6.38
FY 20 - FY 21 (42.53) (42.56) (41.10) (42.85) (42.52) (42.46) (42.96) (42.44)
Change (Percent)
FY 19 - FY 20 29 % 3 % 32 % 3.0 % 3.0 % 22 % 25 % 29 %
FY 20 - FY 21 (18.8) (18.7) (18.1) (18.8) (18.6) (18.6) (18.8) (18.7)
RevPAR ($) Sunday Monday Tuesday Wednesday Thursday Friday Saturday Total Year
Apr 18 - Mar 19 $179.31 $181.37 $182.66 $186.98 $189.50 $192.50 $187.68 $185.69
Apr 19 - Mar 20 183.03 185.75 186.39 194.69 196.47 196.49 191.04 190.53
Apr 20 - Mar 21 69.83 69.43 70.27 70.22 70.67 73.06 73.77 71.03
Change (Dollars)
FY 19 - FY 20 $3.72 $4.38 $3.74 $7.71 $6.97 $4.00 $3.36 $4.83
FY 20 - FY 21 (113.20) (116.33) (116.12) (124.47) (125.80) (123.44) (117.26) (119.50)
Change (Percent)
FY 19 - FY 20 21 % 24 % 20 % 41 % 3.7 % 21 % 1.8 % 26 %
FY 20 - FY 21 (61.8) (62.6) (62.3) (63.9) (64.0) (62.8) (61.4) (62.7)
Source: STR

In most markets, business travel, including individual commercial travelers and
corporate groups, is the predominant source of demand on Monday through
Thursday nights. Leisure travelers and non-business-related groups generate a
majority of demand on Friday and Saturday nights.
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SUPPLY

Primary Competition

Based on an evaluation of the occupancy, rate structure, market orientation, chain
affiliation, location, facilities, amenities, reputation, and quality of each area hotel],
as well as the comments of management representatives, we have identified several
properties that are expected to be primarily competitive with the proposed subject
hotel. If applicable, additional lodging facilities may be judged only secondarily
competitive; although the facilities, rate structures, or market orientations of these
hotels prevent their inclusion among the primary competitive supply, they are
expected to compete with the proposed subject hotel to some extent.

The following table summarizes the important operating characteristics of the
future primary competitors and the aggregate secondary competitors. This
information was compiled from personal interviews, inspections, online resources,
and our in-house database of operating and hotel facility data. In cases where exact
operating data for an individual property (or properties) were not available, we
have used these resources, as well as the STR data, to estimate positioning within
the market.
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FIGURE 4-18 PRIMARY COMPETITORS — OPERATING PERFORMANCE

Est. Segmentation

Estimated 2018

Estimated 2019

[}
5 Weighted Weighted
Z%, E’ Annual Annual
Number of 5 gp Room Room Occupancy Yield

Property Rooms & S Count Occ. Average Rate RevPAR Count Occ. Average Rate RevPAR Penetration Penetration
The Laylow, Autograph
Collection 251 78 % 17 % 5% 251 90-95 % $220 - $230 $200 - $210 251 85-90 % $230 - $240 $200 - $210 95-100 % 100-110 %
Hyatt Centric Waikiki Beach 230 75 20 5 230 90 - 95 200 - 210 190 - 200 230 90 - 95 210 - 220 200 - 210 100 - 110 100 - 110
The Modern Honolulu 353 60 30 10 353 65-70 260 - 270 180 - 190 353 75 - 80 280 - 290 210 - 220 85 - 90 110- 120
Surfjack Hotel & Swim Club 111 70 25 5 111 90 - 95 210 - 220 190 - 200 111 90 - 95 200 - 210 180 - 190 100 - 110 90 - 95
Emb Suites by Hilt

LB DRSS Wi/l 369 70 20 10 369  90-95 300 - 325 290 - 300 369  90-95 300 - 325 290-300  100-110  140- 150
Waikiki Beach Walk
Aston at the Executive Centre
Hotel 112 90 5 5 137 60 - 65 160 - 170 105 - 110 129 70-75 160 - 170 120 - 125 80 - 85 60 - 65
Sub-Totals/Averages 1,426 72% 21 % 7 % 1,451 83.9 % $249.49 $209.44 1,443 86.5 % $257.98 $223.18 99.3 % 111.7 %
Secondary Competitors 1,952 70% 16 % 14 % 1,327 83.0 % $196.06 $162.70 1,361 87.8 % $199.26 $174.93 100.8 % 87.6 %
Totals/Averages 3,378 71% 19% 10 % 2,778 83.5 % $224.12 $187.11 2,804 87.1 % $229.26 $199.76 100.0 % 100.0 %

* Specific occupancy and average rate data were utilized in our analysis, but are presented in ranges in the above table for the purposes of confidentiality.
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FIGURE 4-19 PRIMARY COMPETITORS — FACILITY PROFILES

Approx. Miles Indoor
Number of Year Last Major To Subject Meeting  Meeting Space
Property Rooms Opened Renovation(s) Property Food and Beverage Outlets Space (SF) per Room Facilities & Amenities Resort Fee Parking Fee
The Laylow, Autograph Collection 251 1973 2017 3.3 Hideout None — Outdoor Swimming Pool; Fitness Center; $29 $39 (Self)
2299 Kuhio Avenue Gift Shop; Concierge Desk $49 (Valet)
Hyatt Centric Waikiki Beach 230 2016 — 3.2 The Lanai None — Outdoor Swimming Pool; Fitness Center; $33 $42 (Self)
349 Seaside Avenue Lobby Workstation; Retail Outlet(s) $45 (Valet)
The Modern Honolulu 353 2010 — 2.5 The Grove Restaurant & Bar, The 11,855 33.6 Two Outdoor Swimming Pools; Fitness $40 $35 (Valet)
1775 Ala Moana Boulevard Modern Pool Bar Center; Full-Service Spa
Surfjack Hotel & Swim Club 111 1962 2015/16 3.1 Mahina & Sun's; Olive & Oliver None — Outdoor Swimming Pool $25 $35 (Valet)
412 Lewers Street
Embassy Suites by Hilton Waikiki Beach Walk 369 2006 2015 3.1 Breakfast Dining Area; Pakini Pool Bar; 1,725 4.7 Outdoor Swimming Pool; Outdoor $30 $40 (Valet)
201 Beachwalk Street Roy's (Leased); Ruth's Chris (Leased) Whirlpool; Fitness Center; Gift Shop;
Guest Laundry Room; Concierge Desk
Aston at the Executive Centre Hotel 112 1992 2012 0.3 Hukilau 1,374 12.3 Outdoor Swimming Pool; Outdoor None $23 (Self)

1088 Bishop Street

Whirlpool; Guest Laundry Room; Retail
Outlet(s)
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The following map illustrates the locations of the proposed subject property and its
future competitors.
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Embassy Suites by Hilton O'ahu Kapolei (Secondary)

Hampton by Hilton O'ahu Kapolei (Secondary)

Residence Inn by Marriott O'ahu Kapolei (Secondary)

Hilton Waikiki Beach (Secondary)

Waikiki Beachcomber by Outrigger (Secondary)

DoubleTree by Hilton Alana Waikiki (Secondary)

Our survey of the primarily competitive hotels in the local market shows a range of
lodging types and facilities. Each primary competitor was inspected and evaluated.
Descriptions of our findings are presented below.
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The Laylow, Autograph
Collection

2299 Kuhio Avenue
Honolulu, HI

PRIMARY COMPETITOR #1 - THE LAYLOW, AUTOGRAPH COLLECTION

FIGURE 4-20 ESTIMATED HISTORICAL OPERATING STATISTICS

Wtd. Annual Occupancy Yield
Year Room Count Occupancy Average Rate RevPAR Penetration Penetration
Est. 2018 251 90-95 % $220 - $230 $200 - $210 100 - 110 % 100 - 110 %
Est. 2019 251 85-90 230 - 240 200 - 210 95 - 100 100 - 110

Formerly known as the Aqua Wave Waikiki, this hotel was rebranded under
Marriott's Autograph Collection as The Laylow following an extensive $71-million
renovation ($282,000 per room). The property benefits from its favorable location
adjacent to the International Market Place. The Hideout, the hotel's primary F&B
outlet, features nightly live music and is a popular establishment among both locals
and tourists alike.
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Hyatt Centric Waikiki
Beach

349 Seaside Avenue
Honolulu, HI

PRIMARY COMPETITOR #2 - HYATT CENTRIC WAIKIKI BEACH

FIGURE 4-21 ESTIMATED HISTORICAL OPERATING STATISTICS

Wtd. Annual Occupancy Yield
Year Room Count Occupancy Average Rate RevPAR Penetration Penetration
Est. 2018 230 90-95 % $200 - $210 $190 - $200 100 - 110 % 100 - 110 %
Est. 2019 230 90 - 95 210 - 220 200 - 210 100 - 110 100 - 110

Originally built as the Waikiki Trade Center office building, this property was
redeveloped as the Hyatt Centric Waikiki Beach in 2016 following extensive
renovations. Most aspects of the buildings were rebuilt and/or refinished, except
for the parking garage and the building exterior, which received minimal updates.
The hotel benefits from its favorable location within the heart of Waikiki. However,
owing to its construction as an office building, the property is disadvantaged by its
lack of guestroom balconies.
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The Modern Honolulu
1775 Ala Moana
Boulevard

Honolulu, HI

PRIMARY COMPETITOR #3 - THE MODERN HONOLULU
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FIGURE 4-22 ESTIMATED HISTORICAL OPERATING STATISTICS

Wtd. Annual Occupancy Yield
Year Room Count Occupancy Average Rate RevPAR Penetration Penetration
Est. 2018 353 65-70 % $260 - $270 $180 - $190 80-85 % 95-100 %
Est. 2019 353 75 - 80 280 - 290 210 - 220 85-90 110- 120

Formerly known as The Ilikai, this hotel has undergone numerous renovations and
rebrandings since its opening in 1964. Under current ownership, the property is
planned to be converted to timeshare units over the next several years. The hotel
benefits from its modern guestroom design and proximity to Ala Moana Center.
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Surfjack Hotel & Swim
Club

412 Lewers Street
Honolulu, HI

PRIMARY COMPETITOR #4 - SURFJACK HOTEL & SWIM CLUB

FIGURE 4-23 ESTIMATED HISTORICAL OPERATING STATISTICS

Wtd. Annual Occupancy Yield
Year Room Count Occupancy Average Rate RevPAR Penetration Penetration
Est. 2018 111 90-95 % $210- $220 $190 - $200 100 - 110 % 100 - 110 %
Est. 2019 111 90 - 95 200 - 210 180 - 190 100 - 110 90 - 95

Formerly known as the Hokele Suites Waikiki, this property was rebranded as the
Surfjack Hotel & Swim Club following a comprehensive renovation in 2016. In
addition to its boutique, surf-themed product, the hotel also benefits from its
partnership with local restaurateur Ed Kenney.
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Embassy Suites by
Hilton Waikiki Beach
Walk

201 Beachwalk Street
Honolulu, HI

PRIMARY COMPETITOR #5 - EMBASSY SUITES BY HILTON WAIKIKI BEACH
WALK

FIGURE 4-24 ESTIMATED HISTORICAL OPERATING STATISTICS

Wtd. Annual Occupancy Yield
Year Room Count Occupancy Average Rate RevPAR Penetration Penetration
Est. 2018 369 90-95 % $300 - $325 $290 - $300 110- 120 % 150 - 160 %
Est. 2019 369 90 - 95 300 - 325 290 - 300 100 - 110 140 - 150

The Embassy Suites by Hilton Waikiki Beach Walk opened in 2006 as part of the
$535-million Waikiki Beach Walk mixed-use development. In 2020, the property
underwent an $8-million renovation ($21,700 per room). The hotel is popular
among both transient and group travelers due to its suite-style guestroom product,
F&B offerings, and location within the Waikiki Beach Walk mixed-use development.
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PRIMARY COMPETITOR #6 - ASTON AT THE EXECUTIVE CENTRE HOTEL

Aston at the Executive FIGURE 4-25 ESTIMATED HISTORICAL OPERATING STATISTICS

Centre Hotel

1088 Bishop Street Wid. Annual Occupancy Yield

Honolulu, HI Year Room Count Occupancy Average Rate RevPAR Penetration Penetration
Est. 2018 137 60-65 % $160- 5170 $105 - $110 75-80 % 55-60 %
Est. 2019 129 70-75 160 - 170 120 - 125 80 - 85 60 - 65

The Aston at the Executive Centre Hotel is located within a 41-story mixed-use
tower that features residential, office, and retail uses. The property benefits from its
status as the only hotel in Downtown Honolulu. However, given its nature as a
condominium hotel, the guestrooms feature a dated and inconsistent product
offering.
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Secondary
Competitors

We have also reviewed other area lodging facilities to determine whether any may
compete with the proposed subject hotel on a secondary basis. The room count of
each anticipated secondary competitor has been weighted based on its assumed
degree of competitiveness in the future with the proposed subject hotel. By
assigning degrees of competitiveness, we can assess how the proposed subject hotel
and its future competitors may react to various changes in the market, including
new supply, changes to demand generators, and renovations or franchise changes
of existing supply. The following table sets forth the pertinent operating
characteristics of the secondary competitors.
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FIGURE 4-26 SECONDARY COMPETITOR(S) — OPERATING PERFORMANCE

Est. Segmentation Estimated 2018 Estimated 2019
Q
g Weighted Weighted
E‘}' 5 Total Annual Annual
Number of g f’ Competitive Room Room

Property Rooms k& S Level Count Occ. Average Rate RevPAR Count Occ. Average Rate RevPAR
Embassy Suites by Hilton

, VEEIEES 2y 180 80% 5% 15% 75 % 135  75-80 % $210-$220 $160 - $170 135  80-85 % $220-$230 $180- $190
O'ahu Kapolei
::gﬁ’:_’n by Hilton O'ahu 175 85 5 10 75 131 90-95 180-190  170- 180 131 95-100 190-200  180- 190

|

Resid Inn by Marriott

B A 183 85 5 10 75 Not Open 35  55-60 210-220  120-125
O'ahu Kapolei
Hilton Waikiki Beach 601 70 15 15 75 451 95 -100 200-210 190 - 200 451  90-95 200-210 190 - 200
Waikiki Beach

aikiki Beachcomber by 496 63 5 12 75 372 60-65 180-190  110- 115 372 80-85 190-200  150- 160
Outrigger
DoubleTree by Hilt

el s LR 317 65 20 15 75 238 85-90 180-190  160- 170 238 85-90 180-190  160- 170
Alana Waikiki

Totals/Averages 1,952 70% 16 % 14 % 75 % 1,327 830 %  $196.06 $162.70 1,361 878 %  $199.26 $174.93

* Specific occupancy and average rate data was utilized in our analysis, but is presented in ranges in the above table for the purposes of confidentiality.
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We have identified six hotels that are expected to compete with the proposed
subject hotel on a secondary level. The Embassy Suites by Hilton O'ahu Kapolei,
Hampton by Hilton O'ahu Kapolei, and Residence Inn by Marriott O'ahu Kapolei are
competitive given their focus on capturing transient demand associated with
business travelers; however, these hotels are located in West O'ahu. The Hilton
Waikiki Beach, Waikiki Beachcomber by Outrigger, and DoubleTree by Hilton Alana
Waikiki are competitive given their full-service product; however, these hotels
operate at a lower price point and cater primarily towards leisure customers.

Supply Changes [t is important to consider any new hotels that may have an impact on the proposed
subject hotel’s operating performance. The hotels that have recently opened, are
under construction, or are in the stages of early development in the greater O‘ahu
lodging market are noted below. The list is categorized by the principal submarkets
within the island.

FIGURE 4-27 HOTEL DEVELOPMENT ACTIVITY — ISLAND OF O‘AHU

Estimated Expected

Number of Qtr. & Year
Proposed Hotel Name Rooms Hotel Product Tier Development Stage of Opening Address
Waikiki, O'ahu
Proposed Hilton Grand Vacations 191 Upper-Upscale Broke Ground TBD 133 Ka'iulani Avenue, Honolulu
Proposed Luxury Hilton Hotel TBD Luxury Early Development TBD 2005 Kalia Road, Honolulu
Proposed Marriott Vacations Club 110 Upper-Upscale Early Development TBD 2080 Kalakaua Avenue, Honolulu
Proposed Sheraton Princess Ka'iulani Redevelopment 1,009 Upper-Upscale Early Development TBD 129 Ka'iulani Avenue, Street
Proposed One Waikiki Condo Hotel 170 TBD Development on Hold TBD 2055 Kalakaua Avenue, Honolulu
Honolulu, O'ahu
Proposed Sky Ala Moana Hotel 300 TBD Broke Ground TBD 1388 Kapi'olani Boulevard, Honolulu
Proposed AC Hotel by Marriott 104 Upscale Early Development Q4 '24 1111 Bishop Street, Honolulu
Proposed Chinatown Hotel 240 TBD Early Development TBD 112 North Nimitz Highway, Honolulu
The Mighty Wo Fat 23 TBD Early Development TBD 103 North Hotel Street, Honolulu
Proposed Mo'ili'ili Gateway Hotel 180 TBD Early Development TBD TBD, Honolulu
Proposed 1500 Kapi'olani Hotel & Condominiums 444 TBD Early Development TBD 1500 Kapi'olani Boulevard, Honolulu
Proposed 1646 Kona Mixed-Use Development 844 TBD Early Development TBD 1646 Kona Street, Honolulu
Mandarin Oriental Hotel & Residences Honolulu 125 Luxury Development on Hold TBD 1695 Kapi'olani Boulevard, Honolulu
Hawaii Ocean Plaza Hotel 175 TBD Development on Hold TBD 1370 Kapi'olani Boulevard, Honolulu
Central O'ahu
Proposed Homewood Suites by Hilton 231 Upscale Application Pending TBD Aolele Street & Paiea Street, Honolulu
Proposed Aloha Stadium Redevelopment 200 TBD Early Development TBD 99-500 Salt Lake Boulevard, Honolulu
Proposed Hyatt Place 180 Upscale Development on Hold TBD 98-850 Moanalua Road, 'Aiea
West O'ahu
Proposed Element by Westin 207 Upscale Early Development Q4 '24 TBD, Kapolei
Proposed Dual-Brand Hotel 250 Upscale Early Development TBD TBD, 'Ewa Beach
Proposed Atlantis Resort at Ko Olina 1,454 Luxury Early Development TBD Ali'inui Drive, Kapolei
Proposed Resort Hotel & Residences at Ko Olina 450 Luxury Early Development TBD Ali'inui Drive, Kapolei
Proposed Makaha Resort & Spa Redevelopment 250 Luxury Development on Hold TBD 626 Makaha Valley Road, Waianae
Kahuku, O'ahu
Proposed Turtle Bay Resort Expansion TBD Luxury Development on Hold TBD 57-091 Kamehameha Highway, Kahuku
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Of the hotels listed in the preceding table, we have identified the following new
supply that is expected to have some degree of competitive interaction with the
proposed subject hotel based on location, anticipated market orientation and price
point, and/or operating profile.

FIGURE 4-28 COMPETITIVE NEW SUPPLY

Total Weighted
Number  Competitive Room Estimated
Proposed Property of Rooms Level Count Opening Date Developer Development Stage
Proposed Subject Property 240 100 % 240 January1,2025 3 leafHoldings Early Development
Proposed AC Hotel by Marriott 104 100 104 October 1,2024 Continental Assets Management Early Development
Totals/Averages 344 344

A 104-room AC Hotel by Marriott has been proposed for development in Downtown
Honolulu. The project is an adaptive reuse of an existing office building. Given its
similar location, strong brand affiliation, and strong anticipated price point, this
hotel has been classified as fully competitive new supply.

We note that a number of other projects are in various stages of planning and
development within the greater O‘ahu lodging market. Hotel construction costs in
Hawaii are very high, and the development process is extensive. Once the market
fully recovers from the impact of COVID-19, we do not anticipate any significant
impact from new supply over the foreseeable future.

While we have taken reasonable steps to investigate proposed hotel projects and
their status, due to the nature of real estate development, it is impossible to
determine with certainty every hotel that will be opened in the future or what their
marketing strategies and effect on the market will be. Depending on the outcome of
current and future projects, the future operating potential of the proposed subject
hotel may be affected. Future improvement in market conditions will raise the risk
of increased competition. Our forthcoming forecast of stabilized occupancy and
average rate is intended to reflect such risk.

Supply Conclusion We have identified various properties that are expected to be competitive to some
degree with the proposed subject hotel. We have also investigated potential
increases in competitive supply in this competitive submarket. The Proposed
Chinatown Hotel should enter a dynamic market of varying product types and price
points. Next, we will present our forecast for demand change, using the historical
supply data presented as a starting point.
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DEMAND The following table presents the most recent trends for the subject hotel market as
tracked by HVS. These data pertain to the competitors discussed previously in this
section; performance results are estimated, rounded for the competition, and
weighted if there are secondary competitors present. In this respect, the
information in the table differs from the previously presented STR data and is
consistent with the supply and demand analysis developed for this report.

FIGURE 4-29 HISTORICAL MARKET TRENDS

Accommodated Room Nights Market Market
Year Room Nights % Change Available % Change Occupancy Market ADR % Change RevPAR % Change
Est. 2018 846,455 — 1,013,879 — 83.5 % $224.12 — $187.11 —
Est. 2019 891,880 54 % 1,023,586 1.0 % 87.1 229.26 23 % 199.76 6.8 %
Est. 2020 385,763 (56.7) 1,054,850 3.1 36.6 212.41 (7.3) 77.68 (61.1)
Avg. Annual Compounded
Chg., Est. 2018-Est. 2020:  (32.5) % 20 % (2.6) % (35.6) %
Demand Analysis For the purpose of demand analysis, the overall market is divided into individual
Using Market segments based on the nature of travel. Based on our fieldwork, area analysis, and
Segmentation knowledge of the local lodging market, we estimate the 2019 distribution of

accommodated-room-night demand as follows.

FIGURE 4-30 BASE-YEAR ACCOMMODATED-ROOM-NIGHT DEMAND

Marketwide
Accommodated Percentage
Market Segment Demand of Total
FIT 632,514 71 %
Wholesale 166,080 19
Meeting and Group 93,286 10
Total 891,880 100 %
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FIT Segment

FIGURE 4-31 MARKET-WIDE ACCOMMODATED-ROOM-NIGHT DEMAND

mFIT

m Wholesale

Meeting and
Group

In the base year, the market’s demand mix comprised fit demand, with this segment
representing roughly 71% of the accommodated room nights in this competitive
submarket. The wholesale segment comprised 19% of the total, with the final
portion meeting and group in nature, reflecting 10%.

Using the distribution of accommodated hotel demand as a starting point, we will
analyze the characteristics of each market segment in an effort to determine future
trends in room-night demand.

Free Independent Traveler (FIT) demand consists of individuals and families
spending time in an area or passing through as a tourist; this segment represents all
travelers that are not associated with a group, contract, or wholesale program.
Their travel purposes may include sightseeing, recreation, or visiting friends and
relatives. FIT demand also includes room nights booked through Internet sites such
as Expedia, hotels.com, and Priceline; however, this demand may include group and
convention attendees who use these channels to take advantage of any discounts
that may be available on these sites. FIT demand is strongest Friday and Saturday
nights and all week during holiday periods and the summer months. Future FIT
demand is tied to the overall economic health of the primary source cities for
visitation.

As a result of Hawaii’s year-round temperate climate, warm ocean water, and
interesting attractions and geography, the Hawaiian Islands have perennially been
a popular U.S. vacation destination. FIT demand includes individuals who purchase
airline tickets and accommodations directly from the airlines and hotels or through
a travel agent. Without an intermediary wholesaler, the hotel receives the entire
room rate charged to the guest. Consequently, this is considered the most desirable
segment, as it yields the highest average daily room rate. The FIT segment also
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Wholesale Segment

Meeting and Group
Segment

includes Kama'aina (local Hawaiian) demand and commercial travelers conducting
business in the area. While demand in this market segment declined in 2020
because of the COVID-19 pandemic, FIT demand is anticipated to be the first to
recover as the economy rebounds over the next several years.

Lodging accommodations for this demand segment are purchased in room blocks
and subsequently sold by wholesale tour brokers directly to independent travelers
or to retail tour brokers. Consequently, such room sales typically command rate
discounts comparable to those achieved by large groups. Wholesale travelers are
unusually flexible in order to obtain lower rates and therefore represent a strong
candidate for off-season demand. A hotel's success within this segment of the
market depends heavily upon the relationship between the tour operator and the
hotel staff. Wholesale tours generate demand throughout the year and,
consequently, require cooperation from the hotel in and out of season; most hotels
are willing to designate a limited number of rooms for wholesale tour sales during
the high season in order to ensure the supply of room nights generated by this
segment in the low season. At properties where sufficient meeting and banquet
facilities give the hotel the option of group sales to fill out the off-season months,
dependence upon wholesale demand is somewhat lessened; however, it remains an
important factor in achieving profitable off-season occupancy levels. Future trends
in this segment largely depend on base assumptions regarding area hotels' expected
acceptance of wholesale accounts going forward.

Prior to the onset of the pandemic, wholesalers were estimated to own 50% or more
of all Hawaii inbound airline seats, and hotels must negotiate wholesale packages to
remain competitive. Major wholesalers active in the Waikiki market include
Pleasant Holidays, Apple Vacations, JALPAK, JTB, and Kintetsu International. It is
important to note that the majority of Japanese travelers book through wholesalers.
Japanese travel was largely responsible for the market's sluggish performance
during the UNITE HERE strike between October and November of 2018 and in the
following months. The ability of wholesalers to market Hawaii properties for future
bookings was reportedly limited because of the negative publicity from the strike.
Because the majority of wholesale demand is typically generated by international
bookings, demand in this market segment has been virtually non-existent since
March 2020 given travel restrictions associated with the COVID-19 pandemic. While
wholesale demand is projected to remain depressed in 2021, demand in this
segment is forecast to recover by the stabilized year.

The meeting-and-group market includes meetings, seminars, conventions, trade
association shows, and similar gatherings of ten or more people. Peak convention
demand typically occurs in the spring and fall. Although there are numerous
classifications within the meeting-and-group segment, the primary categories
considered in this analysis are corporate groups, associations, and SMERFE (social,
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Base Demand Growth
Rates

military, ethnic, religious, fraternal, and educational) groups. Corporate groups
typically meet during the business week, most commonly in the spring and fall
months. These groups tend to be the most profitable for hotels, as they typically pay
higher rates and usually generate ancillary revenues including food and beverage
and/or banquet revenue. SMERFE groups are typically price-sensitive and tend to
meet on weekends and during the summer months or holiday season, when greater
discounts are usually available; these groups generate limited ancillary revenues.
Association demand is generally divided on a geographical basis, with national,
regional, and state associations representing the most common sources.
Professional associations and/or those supported by members' employers often
meet on weekdays, while other associations prefer to hold events on weekends. The
profile and revenue potential of associations varies depending on the group and the
purpose of the meeting or event.

Given its leisure orientation, Hawaii generally appeals to business groups, with a
combination of meetings, social functions, and recreational outings that are often
centered on golf or spas. The full-service and deluxe resorts in the competitive set
attract groups composed of the upper echelons of corporations, often as an
incentive bonus for strong performance and future strategizing. Typical business or
incentive groups that hold events at the resorts in Hawaii come from the insurance
and pharmaceutical industries, as well as professional law and medical groups. The
size of these meetings is typically between 50 and 500 people. Additional meeting
and group demand is generated by the Honolulu Convention Center, which is
actively marketing the island of O'ahu to groups that are too large for the meeting
space of one hotel. When large groups choose 0'ahu, delegates usually have their
own hotel accommodation choices, with the deluxe and full-service hotel properties
that are close to the beach having an advantage. The third generator of meeting and
group demand in Waikiki is non-commercial meetings, which consist mainly of civic
groups and social functions such as weddings. We note that meeting/group demand
has been very limited given the implications associated with the COVID-19
pandemic, although group demand from weddings and smaller social groups is
slowly returning as restrictions begin to ease. We have considered the impact of the
pandemic and the correlating lower demand levels in our forecasts.

The purpose of segmenting the lodging market is to define each major type of
demand, identify customer characteristics, and estimate future growth trends.
Starting with an analysis of the local area, three segments were defined as
representing the proposed subject hotel’s lodging market. Various types of
economic and demographic data were then evaluated to determine their propensity
to reflect changes in hotel demand. Based on this procedure, we forecast the
following average annual compounded market-segment growth rates.
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FIGURE 4-32 AVERAGE ANNUAL COMPOUNDED MARKET SEGMENT GROWTH RATES

Annual Growth Rate

Market Segment 2020 2021 2022 2023 2024 2025 2026 2027 2028
FIT -50.0 % 55.0 % 20.0 % 5.0 % 25 % 6.0 % 35 % 2.0 % 15 %
Wholesale -75.0 88.0 48.0 26.0 10.0 8.0 2.0 1.0 0.5
Meeting and Group -70.0 120.0 30.5 10.0 5.0 7.5 3.0 2.0 0.5
Base Demand Growth -56.7 % 63.3 % 245 % 8.6 % 4.0 % 65 % 32% 1.8 % 1.2 %

Accommodated
Demand and Market-
wide Occupancy

Based upon a review of the market dynamics in the proposed subject hotel’s
competitive environment, we have forecast growth rates for each market segment.
Using the calculated potential demand for the market, we have determined market-
wide accommodated demand based on the inherent limitations of demand
fluctuations and other factors in the market area.

The following table details our projection of lodging demand growth for the subject
market, including the total number of occupied room nights and any residual
unaccommodated demand in the market.
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FIGURE 4-33 FORECAST OF MARKET OCCUPANCY

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

FIT
Total Demand 632,514 316,257 490,198 588,238 617,650 633,091 671,076 694,564 708,455 719,082
Growth Rate (50.0) % 55.0 % 200 % 50 % 25 % 6.0 % 35 % 20 % 15 %
Wholesale
Total Demand 166,080 41,520 78,058 115,525 145,562 160,118 172,928 176,386 178,150 179,041
Growth Rate (75.0) % 83.0 % 480 % 260 % 10.0 % 80 % 20 % 1.0 % 05 %
Meeting and Group
Total Demand 93,286 27,986 61,569 80,348 88,382 92,802 99,762 102,754 104,810 105,334
Growth Rate (70.0) % 1200 % 305 % 10.0 % 50 % 75 % 30 % 20 % 05 %
Totals
Base Demand 891,880 385,763 629,825 784,111 851,594 886,011 943,766 973,705 991,415 1,003,457
Total Demand 891,880 385,763 629,825 784,111 851,594 886,011 943,766 973,705 991,415 1,003,457
Overall Demand Growth 54 % (56.7) % 633 % 245 % 86 % 40 % 65 % 32 % 1.8 % 1.2 %
Market Mix
FIT 709 % 82.0 % 77.8 % 75.0 % 725 % 715 % 711 % 713 % 715 % 71.7 %
Wholesale 18.6 10.8 12.4 14.7 17.1 18.1 18.3 18.1 18.0 17.8
Meeting and Group 10.5 7.3 9.8 10.2 10.4 10.5 10.6 10.6 10.6 10.5
Existing Hotel Supply 2,804 2,890 2,890 2,890 2,890 2,890 2,890 2,890 2,890 2,890
Proposed Hotels

Proposed Subject Property ! 240 240 240 240

Proposed AC Hotel by Marriott 26 104 104 104 104
Available Room Nights per Year 1,023,586 1,054,850 1,054,850 1,054,850 1,054,850 1,064,418 1,180,410 1,180,410 1,180,410 1,180,410
Nights per Year 365 365 365 365 365 365 365 365 365 365
Total Supply 2,804 2,890 2,890 2,890 2,890 2,916 3,234 3,234 3,234 3,234
Rooms Supply Growth 1.0 % 31 % 0.0 % 0.0 % 0.0 % 0.9 % 109 % 0.0 % 0.0 % 0.0 %
Marketwide Occupancy 871 % 36.6 % 59.7 % 743 % 80.7 % 83.2 % 80.0 % 82.5 % 84.0 % 85.0 %

Opening in January 2025 of the 100% competitive, 240-room Proposed Subject Property
Opening in October 2024 of the 100% competitive, 104-room Proposed AC Hotel by Marriott

Following a sharp decline in occupancy in 2020 due to the severe downturn in travel
associated with the COVID-19 pandemic, demand levels should recover and
improve as travel restrictions are rescinded and economic activity rebounds. Based
on historical occupancy levels in this market, and taking into consideration typical
supply and demand cyclicality, market occupancy is forecast to stabilize at 85%.
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5. Description of the Proposed Improvements

Project Overview

The quality of a lodging facility's physical improvements has a direct influence on
marketability, attainable occupancy, and average room rate. The design and
functionality of the structure can also affect operating efficiency and overall
profitability. This section investigates the subject property's proposed physical
improvements and personal property in an effort to determine how they are
expected to contribute to attainable cash flows.

The Proposed Chinatown Hotel will be a full-service lodging facility containing 240
rentable units. The 15-story property is planned to open on January 1, 2025. The
proposed subject property is envisioned as a lifestyle/boutique hotel. While a
particular brand has yet to be chosen for this project, our feasibility study assumes
that the proposed subject hotel will operate as an upscale- to upper-upscale, full-
service hotel under a brand not currently represented in the market. The site is
favorably located in the Chinatown Historic District within the greater Downtown
Honolulu neighborhood. While still in the early stages of development, the proposed
subject hotel is planned to offer several unique facilities and amenities, including a
fifth-floor sky lobby that overlooks the Honolulu Harbor, as well as a rooftop
amenity deck that features a restaurant, a bar/lounge, and an outdoor swimming
pool.

Description of the Proposed Improvements 9 4
Proposed Chinatown Hotel — Honolulu, Hawaii



EXTERIOR RENDERING

Summary of the Based on information provided by the proposed subject hotel’s development
Facilities representatives, the following table summarizes the facilities that are expected to
be available at the proposed subject hotel.
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Site Improvements and
Hotel Structure

FIGURE 5-1 PROPOSED FACILITIES SUMMARY

Guestroom Configuration

Number of Units

Standard TBD
Suite TBD
Total 240

Food & Beverage Facilities

Square Footage

Speakeasy

Lobby Café/Bar
Rooftop Restaurant
Rooftop Bar & Lounge

Indoor Meeting & Banquet Facilities

3,734

TBD
3,577
1,506

Square Footage

Event Space 4,904
Pre-Function Space 2,268
Total 7,172

Amenities & Services

Outdoor Swimming Pool
Outdoor Whirlpool

Market Pantry

Lobby Workstation

Fitness Center Concierge
Infrastructure

Parking Spaces 114 (Garage)
Elevators 6 Guest

Sprinklers, Smoke Detectors
Poured Concrete, Steel Frame

Life-Safety Systems
Construction Details

The proposed hotel will comprise a fifteen-story main building and a three-story
historic building. Garage parking will be located on floors two through four of the
main building. Other site improvements will include freestanding signage, located
at the main entrance to the site, as well as landscaping and sidewalks. Additional
signage is expected to be placed on the exterior of the building. The hotel's main
entrance, located on the west side of the main building, will lead into an elevator
lobby, taking guests to the sky lobby on the fifth floor. Public areas and back-of-the-
house space will be located on the first, fifth, and fifteenth floors of the main
building, as well as all floors of the historic building. Guestrooms are planned to be
located on the sixth through fourteenth floors of the main building. The site and
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Planned Facilities

Guestrooms

building components are anticipated to be normal for a hotel of this type and should
meet the standards for this Downtown Honolulu submarket.

The hotel is anticipated to offer a variety of food and beverage outlets, including a
lobby café/bar, a rooftop restaurant, and a rooftop bar and lounge; these three
outlets are planned to be housed in the main building. The historic building is
planned to be redeveloped as a trendy, speakeasy bar. The size and layout of each
outlet should be appropriate for a lifestyle /boutique hotel. Given the hotel’s location
in Downtown Honolulu proximate numerous commercial demand generators, the
hotel is anticipated to offer roughly 4,900 square feet of dedicated event space, with
an addition 2,200 square feet of pre-function space. The hotel is also planned to offer
a rooftop swimming pool and whirlpool, as well as a fitness center as recreational
facilities. Other amenities are likely to include a market pantry, a lobby workstation,
and a concierge desk. Overall, the supporting facilities should be appropriate for a
hotel of this type, and we assume that they will meet brand standards.

The hotel is anticipated to feature standard and suite-style room configurations,
with guestrooms located on floors six through fourteen of the main building. The
standard guestrooms should offer typical amenities for this lifestyle/boutique
product type, while the suites are expected to feature a larger living area. The
guestroom bathrooms are anticipated to be of a standard size, with a standalone
shower or shower-in-tub, commode, and vanity area featuring a stone countertop.
Overall, the guestrooms should offer a competitive product for this Downtown
Honolulu submarket.
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SECOND FLOOR PLAN
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LOBBY MEZZANINE FLOOR PLAN
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Back-of-the-House

ADA and
Environmental

Capital Expenditures

Construction Budget

The hotel is expected to be served by the necessary back-of-the-house space,
including an in-house laundry facility, administrative offices, and several kitchens
to service the needs of the hotel's food and beverage operation. These spaces should
be adequate for a hotel of this type and should allow for the efficient operation of
the property under competent management.

We assume that the property will be built according to all pertinent codes and
applicable brand standards. Moreover, we assume its construction will not create
any environmental hazards (such as mold) and that the property will fully comply
with the Americans with Disabilities Act.

Our analysis assumes that the hotel will require ongoing upgrades and periodic
renovations after its opening in order to maintain its competitive level in this
market and to remain compliant with brand standards. These costs should be
adequately funded by the forecasted reserve for replacement, as long as a
successful, ongoing preventive-maintenance program is employed by hotel staff.

The construction budget for the 240-room subject hotel, as provided by the project
developer, is illustrated in the following table.
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FIGURE 5-2  SUBJECT PROPERTY CONSTRUCTION BUDGET

Component Cost Cost per Room

Hard Costs & Site Improvements

Hard Cost Construction $80,000,000 $333,333
Tenant Improvements 3,000,000 12,500
Subtotal Hard Cost & Site Improvements $83,000,000 $345,833
FF&E
FF&E $5,520,000 $23,000
Kitchen & In-House Laundry 960,000 $4,000
Technology & Telecommunications 480,000 $2,000
Subtotal FF&E $6,960,000 $29,000
Pre-Opening Costs and Working Capital
OS&E $600,000 $2,500
Pre-Opening Costs 600,000 2,500
Working Capital 500,000 2,083
Liquor License 50,000 208
Subtotal Pre-Opening and Working Capital $1,750,000 $7,292
Soft Costs
Architecture/Engineering $2,698,800 $11,245
Financing Costs 2,015,996 8,400
Interior Design 1,799,200 7,497
Insurance 899,600 3,748
Branding Agency 500,000 2,083
Technical Services 252,000 1,050
Franchise Fees 115,000 479
Permitting 100,000 417
Miscellaneous 258,000 1,075
Subtotal Soft Costs $8,638,596 $35,994
Subtotal (without Land and Developer's Fee) $100,348,596 $418,119
Site Cost $11,000,000 $45,833
Subtotal (without Developer's Fee) $111,348,596 $463,952
Developer's Fee $2,698,800 $11,245
Total $114,047,396 $475,197
Conclusion Overall, the proposed subject property should offer a well-designed, functional

layout of support areas and guestrooms. All typical and market-appropriate
features and amenities are expected to be included in the hotel's design. We assume
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that the building will be fully open and operational on the stipulated opening date
and will meet all local building codes and applicable brand standards. Furthermore,
we assume that the hotel staff will be adequately trained to allow for a successful
opening and that pre-marketing efforts will have introduced the product to major
local accounts at least six months in advance of the opening date.
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6. Projection of Occupancy and Average Rate

Penetration Rate
Analysis

Base-Year Penetration
Rates by Market
Segment

Along with ADR results, the occupancy levels achieved by a hotel are the foundation
of the property's financial performance and market value. Most of a lodging facility's
other revenue sources (such as food and beverage, other operated departments, and
miscellaneous income) are driven by the number of guests, and many expense levels
vary with occupancy. To a certain degree, occupancy attainment can be manipulated
by management. For example, hotel operators may choose to lower rates in an effort
to maximize occupancy. Our forecasts reflect an operating strategy that we believe
would be implemented by a typical, professional hotel management team to achieve
an optimal mix of occupancy and average rate.

The proposed subject hotel’s forecasted market share and occupancy levels are
based upon its anticipated competitive position within the market, as quantified by
its penetration rate. The penetration rate is the ratio of a hotel's market share to its
fair share.

In the following table, the penetration rates attained by the primary competitors
and the aggregate secondary competitors are set forth for each segment for the base
year. As discussed previously in the Supply and Demand Analysis chapter of this
report, we are utilizing the market’s performance prior to the onset of the COVID-
19 pandemic as a benchmark for projecting a return to normalized performance.

FIGURE 6-1 HISTORICAL PENETRATION RATES

kg
@ & 8

4 £ ;
Property $ § S S
The Laylow, Autograph Collection 110 % 90 % 45 % 100 %
Hyatt Centric Waikiki Beach 113 115 51 107
The Modern Honolulu 76 144 86 90
Surfjack Hotel & Swim Club 104 142 50 106
Embassy Suites by Hilton Waikiki Beach Walk 105 115 102 107
Aston at the Executive Centre Hotel 108 23 41 85
Secondary Competition 100 88 131 101

The Hyatt Centric Waikiki Beach achieved the highest penetration rate within the
FIT segment. The highest penetration rate in the wholesale segment was achieved
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Forecast of Subject
Property’s Occupancy

by The Modern Honolulu, while the secondary competition led the market with the
highest meeting and group penetration rate.

Because the supply and demand balance for the competitive market is dynamic,
there is a circular relationship between the penetration factors of each hotel in the
market. The performance of individual new hotels has a direct effect upon the
aggregate performance of the market and, consequently, upon the calculated
penetration factor for each hotel in each market segment. The same is true when the
performance of existing hotels changes, either positively (following a
refurbishment, for example) or negatively (when a poorly maintained or marketed
hotel loses market share).

A hotel’s penetration factor is calculated as its achieved market share of demand
divided by its fair share of demand. Thus, if one hotel’s penetration performance
increases, thereby increasing its achieved market share, this leaves less demand
available in the market for the other hotels to capture, and the penetration
performance of one or more of those other hotels consequently declines (other
things remaining equal). This type of market share adjustment takes place every
time there is a change in supply or a change in the relative penetration performance
of one or more hotels in the competitive market. Our projections of penetration,
demand capture, and occupancy performance for the proposed subject hotel
account for these types of adjustments to market share within the defined
competitive market.

The proposed subject hotel's occupancy forecast is set forth as follows, with the
adjusted projected penetration rates used as a basis for calculating the amount of
captured market demand.
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FIGURE 6-2 FORECAST OF SUBJECT PROPERTY'S OCCUPANCY

Market Segment 2025 2026 2027 2028
FIT

Demand 671,076 694,564 708,455 719,082
Market Share 7.8 % 7.8 % 7.8 % 7.8 %
Capture 52,583 54,423 55,270 55,854
Penetration 106 % 106 % 105 % 105 %
Wholesale

Demand 172,928 176,386 178,150 179,041
Market Share 1.6 % 2.0 % 22 % 25 %
Capture 2,728 3,465 3,978 4,409
Penetration 21 % 26 % 30 % 33 %

Meeting and Group

Demand 99,762 102,754 104,810 105,334
Market Share 6.0 % 7.6 % 8.7 % 9.3 %
Capture 6,003 7,805 9,080 9,815
Penetration 81 % 102 % 117 % 126 %
Total Room Nights Captured 61,314 65,693 68,329 70,078
Available Room Nights 87,600 87,600 87,600 87,600
Subject Occupancy 70 % 75 % 78 % 80 %
Market-wide Available Room Nights 1,180,410 1,180,410 1,180,410 1,180,410
Fair Share 7% 7% 7% 7%
Market-wide Occupied Room Nights 943,766 973,705 991,415 1,003,457
Market Share 6 % 7% 7% 7%
Market-wide Occupancy 80 % 82 % 84 % 85 %
Total Penetration 88 % 91 % 93 % 94 %

Within the FIT segment, the proposed subject hotel’s occupancy penetration is
positioned above the market-average level, supported by its lifestyle/boutique
product. In general, the proposed subject property is anticipated to be a top choice
for business travelers on O'ahu. The proposed subject hotel's occupancy
penetration in the wholesale segment is positioned below the market-average level.
We note that demand in the wholesale segment, primarily leisure in nature, is
typically captured by hotels in Waikiki. Within the meeting and group segment, the
proposed subject hotel's occupancy penetration is positioned above the market-
average level, largely attributed to its ample offering of meeting space and favorable
location in Downtown Honolulu. These positioned segment penetration rates result
in the following market segmentation forecast.
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FIGURE 6-3 MARKET SEGMENTATION FORECAST — SUBJECT PROPERTY

2025 2026 2027 2028

FIT 86 % 83 % 81 % 80 %
Wholesale 4 5 6 6
Meeting and Group 10 12 13 14
Total 100 % 100 % 100 % 100 %

FIGURE 6-4  STABILIZED MARKET SEGMENTATION — SUBJECT PROPERTY

® FIT m Wholesale = Meeting and Group

Based on our analysis of the proposed subject hotel and market area, we have
selected a stabilized occupancy level of 80%. The stabilized occupancy is intended
to reflect the anticipated results of the property over its remaining economic life
given all changes in the life cycle of the hotel. Thus, the stabilized occupancy
excludes from consideration any abnormal relationship between supply and
demand, as well as any nonrecurring conditions that may result in unusually high
or low occupancies. Although the proposed subject hotel may operate at
occupancies above this stabilized level, we believe it equally possible for new
competition and temporary economic downturns to force the occupancy below this
selected point of stability.
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Average Rate Analysis

Competitive Position

One of the most important considerations in estimating the value of a lodging facility
is a supportable forecast of its attainable average rate, which is more formally
defined as the average rate per occupied room. Average rate can be calculated by
dividing the total rooms revenue achieved during a specified period by the number
of rooms sold during the same period. The projected average rate and the
anticipated occupancy percentage are used to forecast rooms revenue, which in turn
provides the basis for estimating most other income and expense categories.

Although the ADR analysis presented here follows the occupancy projection, these
two statistics are highly correlated; in reality, one cannot project occupancy without
making specific assumptions regarding average rate. This relationship is best
illustrated by revenue per available room (RevPAR), which reflects a property's
ability to maximize rooms revenue. The following table summarizes the historical
average rate and the RevPAR of the proposed subject hotel’s future primary
competitors.
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FIGURE 6-5 BASE-YEAR AVERAGE RATE AND REVPAR OF THE COMPETITORS

Estimated 2019 Average Room

Rooms Revenue

Average Room Rate Per Available RevPAR

Property Rate Penetration Room (RevPAR) Penetration
The Laylow, Autograph Collection $230 - $240 102.5 % $200 - $210 100 - 110 %
Hyatt Centric Waikiki Beach 210 - 220 94.2 200 - 210 100 - 110
The Modern Honolulu 280 - 290 123.0 210 - 220 110- 120
Surfjack Hotel & Swim Club 200 - 210 89.9 180 - 190 90 - 95
E it Hilton Waikiki Beach

mbassy Suites by Hilton Waikiki Beac 300 - 325 139.6 290 - 300 140 - 150
Walk
Aston at the Executive Centre Hotel 160 - 170 73.3 120- 125 60 - 65
Average - Primary Competitors $257.98 112.5 % $223.18 111.7 %
Average - Secondary Competitors 199.26 86.9 174.93 87.6
Overall Average $229.26 100.0 % $199.76 100.0 %
Subject As If Stabilized (In 2019 Dollars) $240.00 104.7 % $196.79 98.5 %

To forecast the proposed subject hotel’s average rate (ADR), we positioned the rate
in the context of the 2019 competitive market. In other words, we estimated the
ADR that the proposed subject hotel would have achieved had it been operating at
a stabilized level in 2019. As part of this analysis, we considered the proposed
subject property’s competitive attributes, such as location, size (number of rooms),
array of facilities and amenities, and market image/branding, and compared them
to those of the hotels to which it is expected to be most comparable, applying
adjustments as deemed appropriate, as illustrated below.
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FIGURE 6-6 ADR ADJUSTMENT GRID
The Laylow, Embassy Suites by
Proposed Autograph Hyatt Centric The Modern Surfjack Hotel & Hilton Waikiki
Chinatown Hotel Collection Waikiki Beach Honolulu Swim Club Beach Walk
Rooms 240 251 230 353 111 369
Base Year Average Rate $230 - $240 $210 - $220 $280 - $290 $200 - $210 $300 - $325
Location Similar Similar Superior Similar Superior
Adjustments 0.0 % 0.0 % -5.0 % 0.0 % -5.0
Room Count/Market Mix Similar Similar Similar Similar Superior
Adjustments 0.0 % 0.0 % 0.0 % 0.0 % -5.0
Condition and Facilities Similar Inferior Similar Inferior Similar
Adjustments 0.0 % 50 % 0.0 % 5.0 % 0.0
Market Image Similar Similar Similar Similar Similar
Adjustments 0.0 % 0.0 % 0.0 % 0.0 % 0.0
Total Adjustmemt 0.0 % 5.0 % -5.0 % 5.0 % -10.0
Adjusted Average Rate $230 - $240 $220 - $230 $260 - $270 $210 - $220 $280 - $290
Minimum $210 - $220
Maximum $280 - $290
Average $240 - $250
Median $230 - $240
Positioned Average Rate $240

Following the adjustments, our analysis indicates that the proposed subject hotel
would have achieved an average rate between $210 and $285. if it were operating
atastabilized level in 2019. Based on this analysis, we have positioned the proposed
subject hotel’s average rate at $240 in base-year dollars.

Based on these considerations, the following table sets forth the basis for our
projection of the proposed subject hotel’s average rate. We have positioned the
proposed subject hotel’s stabilized average rate in base-year (2019) dollars at
$240.00, which reflects an ADR penetration of 104.7%. Based on our review of the
proposed improvements and the anticipated profile of the product and its
operation, it is our opinion that the ADR penetration level should be achievable with
appropriate management and marketing. The positioned stabilized average rate is
projected to increase at the same rate as the overall market’s average rate, prior to
consideration of any ADR discounting during the hotel’s ramp-up period. Note that
our forecast of income and expense, which follows later in this report, assumes an
underlying inflation rate of 1.0% in 2020, 2.0% between 2021 and 2024, and 3.0%
thereafter.
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FIGURE 6-7

Calendar Year

The proposed subject hotel’s projected average rate (as if stabilized) is then
fiscalized to correspond with the hotel’s anticipated date of opening for each
forecast year. Discounts of 5% and 2% have been applied to the stabilized room
rates projected for the first two years of operation, as would be expected for a new
property of this type as it builds its reputation and becomes established in the
market.

The following table presents the proposed subject hotel’'s ADR penetration level,
followed by the average rate deflated to base-year dollars by the assumed
underlying inflation rate, for each year of the forecast.

ADR FORECAST — MARKET AND PROPOSED SUBJECT PROPERTY

Historical
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Market ADR $229.26  $212.41 $199.67 $210.65 $224.34 $235.56  $244.98  $252.33  $259.90 $267.70
Projected Market ADR Growth Rate — -7.3% -6.0% 5.5% 6.5% 5.0% 4.0% 3.0% 3.0% 3.0%
Proposed Subject Property ADR (As-If Stabilized) $240.00] $222.36  $209.02 $220.52 $234.85 $246.59 $256.46  $264.15 $272.08 $280.24
ADR Growth Rate -7.3% -6.0% 5.5% 6.5% 5.0% 4.0% 3.0% 3.0% 3.0%
Proposed Subject Stabilized ADR Penetration 104.7% 104.7% 104.7% 104.7% 104.7% 104.7% 104.7% 104.7% 104.7% 104.7%
Fiscal Year 2025 2026 2027 2028
Proposed Subject Property Average Rate $256.46  $264.15 $272.08 $280.24
Opening Discount 5.0% 2.0% 0.0% 0.0%
Average Rate After Discount $243.63 $258.87 $272.08 $280.24
Real Average Rate Growth — 6.3% 5.1% 3.0%
Market ADR $24498 $252.33  $259.90 $267.70
Proposed Subject ADR Penetration (After Discount) 99.5% 102.6% 104.7% 104.7%
ADR Expressed in Base-Year Dollars Deflated @ Inflation Rate $216.36  $223.19  $227.75  $227.75

We have positioned the proposed subject hotel's stabilized ADR in the 2019 base
year in consideration of its new facility, strong brand affiliation, lifestyle /boutique
product, and favorable location in Downtown Honolulu. Although the rate position
would have been lowered in 2020, in line with market trends, we expect that rate
position to mirror market trends going forward. Following a continued decline in
2021 as operators are expected to discount rates to drive occupancy, average rates
for this competitive market are anticipated to begin to recover in the second
projection year, with additional growth in the following years. The projected
recovery and growth of market ADR is based upon the expectation that travel
restrictions are eased and international travel rebounds. The proposed subject
hotel’s ADR penetration level is forecast to reach 104.7% by the stabilized period,
consistent with our stabilized ADR positioning.
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The following table sets forth our concluding forecast of the proposed subject
hotel’s occupancy, average rate, and RevPAR, with corresponding penetration
levels, for the first projection year through the stabilized year of operation. The
market’s historical and projected occupancy, average rate, and RevPAR are
presented for comparison, with the projections fiscalized to correspond with the
proposed subject hotel’s forecast, as appropriate.
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FIGURE 6-8 COMPARISON OF HISTORICAL AND PROJECTED OCCUPANCY, ADR, AND REVPAR — PROPOSED SUBJECT PROPERTY AND MARKET
Projected

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Proposed Chinatown Hotel
Occupancy 70.0 % 75.0 % 78.0 % 80.0 %
Change in Points = 5.0 3.0 2.0
Occupancy Penetration 875 % 909 % 929 % 941 %
Average Rate $243.63 $258.87 $272.08 $280.24
Change = 63 % 51 % 30 %
Average Rate Penetration 99.5 % 102.6 % 104.7 % 104.7 %
ReVvPAR $170.53 $194.13 $212.22 $224.18
Change = 13.8 % 93 % 56 %
RevPAR Penetration 87.1 % 933 % 97.2 % 98.5 %

Historical Projected

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Competitive Set
Occupancy 835 % 871 % 36.6 % 59.7 % 743 % 80.7 % 832 % 80.0 % 825 % 84.0 % 85.0 %
Change in Points — 3.6 (50.6) 23.1 14.6 6.4 2.5 (3.3) 2.5 1.5 1.0
Average Rate $224.12 $229.26 $212.41 $199.67 $210.65 $224.34 $235.56 $244.98 $252.33 $259.90 $267.70
Change — 23 % (7.3) % (6.0) % 55 % 6.5 % 50 % 40 % 3.0 % 3.0 % 3.0 %
RevPAR $187.11 $199.76 $77.68 $119.22 $156.58 $181.11 $196.07 $195.87 $208.14 $218.29 $227.57
Change — 6.8 % (61.1) % 53.5 % 313 % 15.7 % 83 % (0.1) % 63 % 49 % 43 %
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The following occupancies and average rates will be used to project the proposed
subject hotel’s rooms revenue; this forecast reflects years beginning on January 1,
2025, which correspond with our financial projections.

FIGURE 6-9 FORECASTS OF OCCUPANCY AND AVERAGE RATE
Average Rate Average Rate
Year Occupancy Before Discount Discount  After Discount RevPAR
2025 70 % $256.46 5.0 % $243.63 $170.54
2026 75 264.15 2.0 258.87 194.15
2027 78 272.08 0.0 272.08 212.22
2028 80 280.24 0.0 280.24 224.19
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7. Projection of Income and Expense

Comparable Operating
Statements

In this chapter of our report, we have compiled a forecast of income and expense for
the proposed subject hotel. This forecast is based on the facilities program set forth
previously, as well as the occupancy and average rate (ADR) forecast discussed
previously.

The forecast of income and expense is expressed in current dollars for each year.
The stabilized year is intended to reflect the anticipated operating results of the
property over its remaining economic life given any or all applicable stages of build-
up, plateau, and decline in the life cycle of the hotel. Thus, income and expense
estimates from the stabilized year forward exclude from consideration any
abnormal relationship between supply and demand, as well as any nonrecurring
conditions that may result in unusual revenues or expenses. The ten-year period
reflects the typical holding period of large real estate assets such as hotels. In
addition, the ten-year period provides for the stabilization of income streams and
comparison of yields with alternate types of real estate. The forecasted income
streams reflect the future benefits of owning specific rights in income-producing
real estate.

In order to project future income and expense for the proposed subject hotel, we
have included a sample of individual comparable operating statements from our
database of hotel statistics. All financial data are presented according to the three
most common measures of industry performance: ratio to sales (RTS), amounts per
available room (PAR), and amounts per occupied room night (POR). These historical
income and expense statements will be used as benchmarks in our forthcoming
forecast of income and expense. The subject’s stabilized statement of income and
expense, deflated to 2019 dollars, is also presented.
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FIGURE 7-1 COMPARABLE OPERATING STATEMENTS: RATIO TO SALES

Comp 1 Comp 2 Comp 3 Comp 4 Comp 5 Subject
Stabilized $
Year: 2018 2018 2017/18 2017/18 2016 2019
Edition: 11 10 11 10 11 11
Number of Rooms: 220to280 480to600 540to670 290to360 120 to 160 240
Days Open: 365 365 365 365 365 365
Occupancy: 92% 73% 98% 86% 90% 80%
Average Rate: $218 $355 $203 $145 $214 $228
RevPAR: $200 $257 $200 $124 $193 $182
REVENUE
Rooms 709 % 55.4 % 782 % 899 % 86.1 % 63.7 %
Food & Beverage 16.3 34.1 16.5 0.0 6.5 26.6
Other Operated Departments 12.8 7.2 4.9 10.1 1.1 8.6
Miscellaneous Income 0.0 33 0.4 0.0 6.4 1.1
Total 100.0 100.0 100.0 100.0 100.0 100.0
DEPARTMENTAL EXPENSES*
Rooms 27.2 28.6 25.6 29.7 24.0 24.0
Food & Beverage 98.6 78.9 93.5 0.0 75.6 75.0
Other Operated Departments 24.7 80.8 19.1 15.0 47.1 20.2
Total 38.5 48.6 36.3 28.2 26.0 37.0
DEPARTMENTAL INCOME 61.5 51.4 63.7 71.8 74.0 63.0
UNDISTRIBUTED OPERATING EXPENSES
Administrative & General 6.2 8.0 5.3 7.0 7.2 5.3
Info.and Telecom. Systems 1.5 0.0 1.1 0.0 0.5 1.0
Marketing 7.0 6.3 3.5 5.8 5.2 4.8
Franchise Fee 3.1 0.0 7.0 0.0 0.0 5.4
Property Operations & Maintenance 2.8 4.9 3.8 4.6 3.1 2.9
Utilities 2.9 3.9 4.1 4.7 3.9 3.9
Total 23.5 23.1 24.8 22.1 20.0 23.3
GROSS OPERATING PROFIT 38.0 28.3 38.9 49.7 54.0 39.8
Management Fee 3.0 3.1 1.5 2.0 7.0 3.0
INCOME BEFORE NON-OPER. INC. & EXP. 35.0 25.2 37.3 47.6 47.0 36.8

* Departmental expense ratios are expressed as a percentage of departmental revenues
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FIGURE 7-2 COMPARABLE OPERATING STATEMENTS: AMOUNTS PER AVAILABLE ROOM

Comp 1 Comp 2 Comp 3 Comp 4 Comp 5 Subject

Stabilized $
Year: 2018 2018 2017/18 2017/18 2016 2019
Edition: 11 10 11 10 11 11
Number of Rooms: 220 to 280 480 to 600 540to 670 290to 360 120 to 160 240
Days Open: 365 365 365 365 365 365
Occupancy: 92% 73% 98% 86% 90% 80%
Average Rate: $218 $355 $203 $145 $214 $228
RevPAR: $200 $257 $200 $124 $193 $182
REVENUE
Rooms $73,072 $93,872 $72,869 $45,323 $70,515 $66,503
Food & Beverage 16,793 57,820 15,387 0 5,285 27,740
Other Operated Departments 13,242 12,274 4,602 5,079 906 8,963
Miscellaneous Income 26 5,620 382 0 5,218 1,168
Total 103,133 169,586 93,239 50,402 81,924 104,373
DEPARTMENTAL EXPENSES
Rooms 19,883 26,859 18,628 13,462 16,900 15,961
Food & Beverage 16,557 45,649 14,383 0 3,997 20,805
Other Operated Departments 3,270 9,921 878 761 427 1,810
Total 39,709 82,428 33,889 14,223 21,324 38,576
DEPARTMENTAL INCOME 63,423 87,158 59,350 36,179 60,600 65,797
UNDISTRIBUTED OPERATING EXPENSES
Administrative & General 6,373 13,587 4,919 3,520 5,939 5,539
Info. and Telecom. Systems 1,513 0 1,028 0 413 1,007
Marketing 7,237 10,747 3,272 2,912 4,291 5,036
Franchise Fee 3,206 0 6,556 0 0 5,653
Property Operations & Maintenance 2,895 8,312 3,540 2,334 2,533 3,022
Utilities 3,028 6,529 3,817 2,394 3,182 4,029
Total 24,252 39,175 23,133 11,159 16,358 24,285
GROSS OPERATING PROFIT 39,171 47,983 36,217 25,020 44,242 41,512
Management Fee 3,094 5,192 1,399 1,008 5,735 3,131

INCOME BEFORE NON-OPER. INC. & EXP. 36,077 42,790 34,818 24,011 38,507 38,381
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FIGURE 7-3 COMPARABLE OPERATING STATEMENTS: AMOUNTS PER OCCUPIED ROOM
Comp 1 Comp 2 Comp 3 Comp 4 Comp 5 Subject
Stabilized $
Year: 2018 2018 2017/18 2017/18 2016 2019
Edition: 11 10 11 10 11 11
Number of Rooms: 220 to 280 480 to 600 540 to 670 290 to 360 120 to 160 240
Days Open: 365 365 365 365 365 365
Occupancy: 92% 73% 98% 86% 90% 80%
Average Rate: $218 $355 $203 $145 $214 $228
RevPAR: $200 $257 $200 $124 $193 $182
REVENUE
Rooms $218.40 $354.73 $203.46 $144.85 $214.07 $227.75
Food & Beverage 50.19 218.50 42.96 0.00 16.04 95.00
Other Operated Departments 39.58 46.38 12.85 16.23 2.75 30.69
Miscellaneous Income 0.08 21.24 1.07 0.00 15.84 4.00
Total 308.25 640.85 260.34 161.08 248.71 357.44
DEPARTMENTAL EXPENSES
Rooms 59.43 101.50 52.01 43.02 51.31 54.66
Food & Beverage 49.49 172.50 40.16 0.00 12.13 71.25
Other Operated Departments 9.77 37.49 2.45 2.43 1.30 6.20
Total 118.69 311.49 94.62 45.46 64.74 132.11
DEPARTMENTAL INCOME 189.56 329.36 165.71 115.62 183.97 225.33
UNDISTRIBUTED OPERATING EXPENSES
Administrative & General 19.05 51.34 13.74 11.25 18.03 18.97
Info. and Telecom. Systems 4.52 0.00 2.87 0.00 1.25 3.45
Marketing 21.63 40.61 9.14 9.31 13.03 17.25
Franchise Fee 9.58 0.00 18.31 0.00 0.00 19.36
Property Operations & Maintenance 8.65 31.41 9.88 7.46 7.69 10.35
Utilities 9.05 24.67 10.66 7.65 9.66 13.80
Total 72.49 148.04 64.59 35.67 49.66 83.17
GROSS OPERATING PROFIT 117.08 181.32 101.12 79.96 134.31 142.16
Management Fee 9.25 19.62 3.91 3.22 17.41 10.72
INCOME BEFORE NON-OPER. INC. & EXP. 107.83 161.70 97.22 76.74 116.90 131.44
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Fixed and Variable
Component Analysis

Inflation and
Appreciation
Assumptions

The comparable statements’ departmental income ranged from 51.4% to 74.0% of
total revenue. The comparable properties achieved a gross operating profit ranging
from 28.3% to 54.0% of total revenue.

HVS uses a fixed and variable component model to project a lodging facility's
revenue and expense levels. This model is based on the premise that hotel revenues
and expenses have one component that is fixed and another that varies directly with
occupancy and facility usage. A projection can be made by taking a known level of
revenue or expense and calculating its fixed and variable components. The fixed
component is then increased in tandem with the underlying rate of inflation, while
the variable component is adjusted for a specific measure of volume such as total
revenue.

The actual forecast is derived by adjusting each year’s revenue and expense by the
amount fixed (the fixed expense multiplied by the inflated base-year amount) plus
the variable amount (the variable expense multiplied by the inflated base-year
amount) multiplied by the ratio of the projection year’s occupancy to the base-year
occupancy (in the case of departmental revenue and expense) or the ratio of the
projection year’s revenue to the base year’s revenue (in the case of undistributed
operating expenses). Fixed expenses remain fixed, increasing only with inflation.
Our discussion of the revenue and expense forecast in this report is based upon the
output derived from the fixed and variable model. This forecast of revenue and
expense is accomplished through a systematic approach, following the format of the
Uniform System of Accounts for the Lodging Industry. Each category of revenue and
expense is estimated separately and combined at the end in the final statement of
income and expense.

As discussed previously, we have defined the “base year” as 2019 because of the
anomalous performance of the hotel industry during the depths of the pandemic in
2020. The industry is generally looking back to 2019 as a year of normalized
performance, with recovery from the pandemic measured in terms of a rebound to
those pre-pandemic benchmarks. In consideration of the trends in the Consumer
Price Index (CPI), projections set forth by economists surveyed, and the Federal
Reserve’s target inflation rate, we have applied an underlying inflation rate of 1.0%
in 2020, 2.0% between 2021 and 2024, and 3.0% thereafter. The 3.0% annual rate
of growth to income and expenses is meant to reflect the longer-term expectation of
asset appreciation by typical investors. This position is based on interviews with
numerous market participants indicating a distinction in the expectations of near-
term cost inflation (i.e., related to labor and supplies) versus long-term income
growth that drives appreciation. Any exceptions to the application of the assumed
underlying inflation and EBITDA Less Replacement Reserve growth rates are
discussed in our write-up of individual income and expense items.
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Forecast of Revenue
and Expense

Based on an analysis that will be detailed throughout this section, we have
formulated a forecast of income and expense. The following table presents a
detailed forecast through the fifth projection year, including amounts per available
room and per occupied room. The second table illustrates our ten-year forecast of
income and expense, presented with a lesser degree of detail. The forecasts pertain
to years that begin on January 1, 2025, expressed in inflated dollars for each year.
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FIGURE 7-4 DETAILED FORECAST OF INCOME AND EXPENSE

2025 (Calendar Year) 2026 2027 Stabilized 2029

Number of Rooms: 240 240 240 240 240
Occupancy: 70% 75% 78% 80% 80%
Average Rate: $243.63 $258.87 $272.08 $280.24 $288.65
RevPAR: $170.54 $194.15 $212.22 $224.19 $230.92
Days Open: 365 365 365 365 365
Occupied Rooms: 61,320 %Gross PAR POR 65,700 %Gross PAR POR 68,328 %Gross PAR POR 70,080 %Gross PAR POR 70,080 %Gross PAR POR
OPERATING REVENUE
Rooms $14,940 64.0 % $62,250 $243.64 $17,008 64.0 % $70,867 $258.87 $18,590 63.5 % $77,458 $272.07 $19,639 63.7 % $81,829 $280.24 $20,228 63.7 % $84,283 $288.64
Food 3,540 15.2 14,750 57.73 4,048 15.2 16,866 61.61 4,518 15.4 18,826 66.13 4,743 15.4 19,761 67.68 4,885 15.4 20,354 69.71
Beverage 2,448 10.5 10,200 39.92 2,870 10.8 11,957 43.68 3,302 11.3 13,757 48.32 3,449 11.2 14,372 49.22 3,553 11.2 14,803 50.70
Other Operated Departments 152 0.7 633 2.48 160 0.6 665 2.43 166 0.6 692 2.43 172 0.6 719 2.46 178 0.6 740 2.53
Parking 888 3.8 3,699 14.48 945 3.6 3,937 14.38 992 3.4 4,134 14.52 1,035 3.4 4,312 14.77 1,066 3.4 4,441 15.21
Resort Fee 1,058 4.5 4,408 17.25 1,222 4.6 5,092 18.60 1,374 4.7 5,725 20.11 1,440 4.7 5,998 20.54 1,483 4.7 6,178 21.16
Miscellaneous Income 304 1.3 1,266 4.95 319 1.2 1,329 4.86 332 1.1 1,385 4.86 345 1.1 1,437 4.92 355 1.1 1,480 5.07

Total Operating Revenues 23,330 100.0 97,207 380.46 26,571 100.0 110,712 404.43 29,275 100.0 121,978 428.44 30,823 100.0 128,428 439.82 31,747 100.0 132,280 453.01
DEPARTMENTAL EXPENSES *
Rooms 4,098 27.4 17,074 66.83 4,332 25.5 18,049 65.93 4,530 24.4 18,876 66.30 4,713 24.0 19,639 67.26 4,855 24.0 20,228 69.27
Food & Beverage 5,113 85.4 21,306 83.39 5,520 79.8 23,000 84.02 5,920 75.7 24,667 86.64 6,144 75.0 25,600 87.67 6,328 75.0 26,368 90.30
Other Operated Departments 109 719 455 1.78 113 709 471 1.72 117 704 487 1.71 121 70.0 503 1.72 124 70.0 518 1.77
Parking 372 419 1,549 6.06 386 40.9 1,610 5.88 400 40.4 1,668 5.86 414 40.0 1,725 5.91 426 40.0 1,776 6.08
Total Expenses 9,692 415 40,384 158.06 10,351 39.0 43,130 157.55 10,968 37.5 45,698 160.51 11,392 37.0 47,467 162.56 11,734 37.0 48,891 167.43
DEPARTMENTAL INCOME 13,638 58.5 56,823 222.40 16,220 61.0 67,582 246.88 18,307 62.5 76,279 267.93 19,431 63.0 80,961 277.26 20,013 63.0 83,389 285.58
UNDISTRIBUTED OPERATING EXPENSES
Administrative & General 1,430 6.1 5,958 23.32 1,508 5.7 6,283 22.95 1,579 5.4 6,580 23.11 1,636 5.3 6,816 23.34 1,685 5.3 7,021 24.04
Info & Telecom Systems 260 1.1 1,083 4.24 274 1.0 1,142 4.17 287 1.0 1,196 4.20 297 1.0 1,239 4.24 306 1.0 1,276 4.37
Marketing 1,300 5.6 5,417 21.20 1,371 5.2 5,711 20.86 1,436 4.9 5,982 21.01 1,487 4.8 6,196 21.22 1,532 4.8 6,382 21.86
Franchise Fee 1,270 5.4 5,291 20.71 1,446 5.4 6,024 22.00 1,580 5.4 6,584 23.13 1,669 5.4 6,955 23.82 1,719 5.4 7,164 24.53
Prop. Operations & Maint. 780 3.3 3,250 12.72 822 3.1 3,427 12.52 861 2.9 3,589 12.61 892 2.9 3,718 12.73 919 2.9 3,829 13.11
Utilities 1,040 4.5 4,333 16.96 1,097 4.1 4,569 16.69 1,149 3.9 4,786 16.81 1,190 3.9 4,957 16.98 1,225 3.9 5,106 17.49
Total Expenses 6,080 26.0 25,333 99.15 6,517 245 27,156 99.20 6,892 23.5 28,718 100.87 7,172 233 29,882 102.34 7,387 233 30,779 105.41
GROSS OPERATING PROFIT 7,558 32.5 31,490 123.25 9,702 36.5 40,426 147.67 11,415 39.0 47,562 167.06 12,259 39.7 51,079 174.93 12,627 39.7 52,611 180.17
Management Fee 700 3.0 2,916 11.41 797 3.0 3,321 12.13 878 3.0 3,659 12.85 925 3.0 3,853 13.19 952 3.0 3,968 13.59
INCOME BEFORE NON-OPR. INC. & EXP. 6,858 29.5 28,574 111.84 8,905 33.5 37,105 135.54 10,537 36.0 43,902 154.21 11,334 36.7 47,226 161.73 11,674 36.7 48,642 166.58
NON-OPERATING INCOME & EXPENSE
Property Taxes 1,105 4.7 4,604 18.02 1,138 4.3 4,742 17.32 1,172 4.0 4,884 17.16 1,207 3.9 5,031 17.23 1,244 3.9 5,182 17.75
Insurance 269 1.2 1,120 4.39 277 1.0 1,154 4.22 285 1.0 1,189 4.18 294 1.0 1,224 4.19 303 1.0 1,261 4.32
Total Expenses 1,374 5.9 5,724 22.40 1,415 5.3 5,896 21.54 1,458 5.0 6,073 21.33 1,501 4.9 6,255 21.42 1,546 4.9 6,443 22.06
EBITDA 5,484 23.6 22,850 89.43 7,490 28.2 31,208 114.00 9,079 31.0 37,829 132.87 9,833 31.8 40,971 140.31 10,128 31.8 42,199 144.52
Reserve for Replacement 467 2.0 1,944 7.61 797 3.0 3,321 12.13 1,171 4.0 4,879 17.14 1,233 4.0 5,137 17.59 1,270 4.0 5,291 18.12
EBITDA LESS RESERVE $5,017 21.6 % $20,906 $81.82 $6,693 25.2 % $27,887 $101.87 $7,908 27.0 % $32,950 $115.74 $8,600 27.8 % $35,834 $122.72 $8,858 27.8 % $36,908 $126.40

*Departmental expenses are expressed as a percentage of departmental revenues.
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FIGURE 7-5 TEN-YEAR FORECAST OF INCOME AND EXPENSE
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Number of Rooms: 240 240 240 240 240 240 240 240 240 240
Occupied Rooms: 61,320 65,700 68,328 70,080 70,080 70,080 70,080 70,080 70,080 70,080
Occupancy: 70% 75% 78% 80% 80% 80% 80% 80% 80% 80%
Average Rate: $243.63 %of $258.87 % of $272.08 % of $280.24 % of $288.65 % of $297.30 % of $306.22 % of $315.41 % of $324.87 % of $334.62 % of
RevPAR: $170.54 Gross $194.15  Gross $212.22  Gross $224.19 Gross $230.92  Gross $237.84  Gross $244.98  Gross $252.33  Gross $259.90 Gross $267.70  Gross
OPERATING REVENUE

Rooms $14,940 64.0 % $17,008 64.0 % $18,590 63.5 % $19,639 63.7 % $20,228 63.7 % $20,835 63.7 % $21,460 63.7 % $22,104 63.8 % $22,767 63.9 % $23,450 639 %
Food 3,540 15.2 4,048 15.2 4,518 15.4 4,743 15.4 4,885 15.4 5,032 15.4 5,183 15.4 5,338 15.4 5,498 15.4 5,663 15.4
Beverage 2,448 10.5 2,870 10.8 3,302 11.3 3,449 11.2 3,553 11.2 3,659 11.2 3,769 11.2 3,882 11.2 3,999 11.2 4,119 11.2
Other Operated Departments 152 0.7 160 0.6 166 0.6 172 0.6 178 0.6 183 0.6 188 0.6 194 0.6 200 0.6 206 0.6
Parking 888 3.8 945 3.6 992 3.4 1,035 3.4 1,066 3.4 1,098 3.4 1,131 3.4 1,165 3.4 1,200 3.4 1,236 3.4
Miscellaneous Income 304 1.3 319 1.2 332 1.1 345 1.1 355 1.1 366 1.1 377 1.1 388 1.1 400 1.1 412 1.1

Total Operating Revenues 23,330 100.0 26,571 100.0 29,275 100.0 30,823 100.0 31,747 100.0 32,700 100.0 33,681 100.0 34,644 100.0 35,636 100.0 36,705 100.0

DEPARTMENTAL EXPENSES *

Rooms 4,098 27.4 4,332 25.5 4,530 24.4 4,713 24.0 4,855 24.0 5,000 24.0 5,150 24.0 5,305 24.0 5,464 24.0 5,628 24.0
Food & Beverage 5,113 85.4 5,520 79.8 5,920 75.7 6,144 75.0 6,328 75.0 6,518 75.0 6,714 75.0 6,915 75.0 7,123 75.0 7,336 75.0
Other Operated Departments 109 719 113 70.9 117 70.4 121 70.0 124 70.0 128 70.0 132 70.0 136 70.0 140 70.0 144 70.0
Parking 372 41.9 386 40.9 400 40.4 414 40.0 426 40.0 439 40.0 452 40.0 466 40.0 480 40.0 494 40.0
Total Expenses 9,692 41.5 10,351 39.0 10,968 37.5 11,392 37.0 11,734 37.0 12,086 37.0 12,448 37.0 12,822 37.0 13,206 37.1 13,603 37.1
DEPARTMENTAL INCOME 13,638 58.5 16,220 61.0 18,307 62.5 19,431 63.0 20,013 63.0 20,614 63.0 21,232 63.0 21,822 63.0 22,430 62.9 23,103 62.9
UNDISTRIBUTED OPERATING EXPENSES

Administrative & General 1,430 6.1 1,508 5.7 1,579 5.4 1,636 5.3 1,685 5.3 1,735 5.3 1,788 5.3 1,841 5.3 1,895 5.3 1,952 5.3
Info & Telecom Systems 260 1.1 274 1.0 287 1.0 297 1.0 306 1.0 316 1.0 325 1.0 335 1.0 345 1.0 355 1.0
Marketing 1,300 5.6 1,371 5.2 1,436 4.9 1,487 4.8 1,532 4.8 1,578 4.8 1,625 4.8 1,673 4.8 1,723 4.8 1,775 4.8
Franchise Fee 1,270 5.4 1,446 5.4 1,580 5.4 1,669 5.4 1,719 5.4 1,771 5.4 1,824 5.4 1,879 5.4 1,935 5.4 1,993 5.4
Prop. Operations & Maint. 780 3.3 822 3.1 861 2.9 892 2.9 919 2.9 947 2.9 975 2.9 1,004 2.9 1,034 2.9 1,065 2.9
Utilities 1,040 4.5 1,097 4.1 1,149 3.9 1,190 3.9 1,225 3.9 1,262 3.9 1,300 3.9 1,339 3.9 1,378 Bi9 1,420 Bi9
Total Expenses 6,080 26.0 6,517 24.5 6,892 235 7,172 233 7,387 233 7,609 233 7,837 23.3 8,070 23.3 8,310 23.3 8,559 23.3
GROSS OPERATING PROFIT 7,558 325 9,702 36.5 11,415 39.0 12,259 39.7 12,627 39.7 13,005 39.7 13,396 39.7 13,753 39.7 14,120 39.6 14,544 39.6
Management Fee 700 3.0 797 3.0 878 3.0 925 3.0 952 3.0 981 3.0 1,010 3.0 1,039 3.0 1,069 3.0 1,101 3.0
INCOME BEFORE NON-OPR. INC. & EXP. 6,858 29.5 8,905 335 10,537 36.0 11,334 36.7 11,674 36.7 12,024 36.7 12,385 36.7 12,713 36.7 13,051 36.6 13,443 36.6
NON-OPERATING INCOME & EXPENSE

Property Taxes 1,105 4.7 1,138 4.3 1,172 4.0 1,207 3.9 1,244 3.9 1,281 3.9 1,319 3.9 1,359 3.9 1,400 3.9 1,442 Bi9
Insurance 269 1.2 277 1.0 285 1.0 294 1.0 303 1.0 312 1.0 321 1.0 331 1.0 341 1.0 351 1.0
Total Expenses 1,374 5.9 1,415 5.3 1,458 5.0 1,501 4.9 1,546 4.9 1,593 4.9 1,640 4.9 1,690 4.9 1,740 4.9 1,793 4.9
EBITDA 5,484 23.6 7,490 28.2 9,079 31.0 9,833 31.8 10,128 31.8 10,432 31.8 10,745 31.8 11,024 31.8 11,311 31.7 11,650 31.7
Reserve for Replacement 467 2.0 797 3.0 1,171 4.0 1,233 4.0 1,270 4.0 1,308 4.0 1,347 4.0 1,386 4.0 1,425 4.0 1,468 4.0
EBITDA LESS RESERVE $5017 216 % $6,693 252 % $7,908  27.0 % 98,600 27.8 % $8,858  27.8 % $9,124  27.8 % $9,397  27.8 % $9,638  27.8 % $9,885  27.7 % $10,182 277 %
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The following description sets forth the basis for the forecast of income and expense.
We anticipate that it will take four years for the proposed subject hotel to reach a
stabilized level of operation. Each revenue and expense item has been forecast
based upon our review of the proposed subject hotel's operating budget and
comparable income and expense statements. The forecast is based upon calendar
years beginning January 1, 2025, expressed in inflated dollars for each year.

Revenues associated with the proposed subject hotel's food and beverage (F&B)
department, other operated departments, and miscellaneous income category have
been forecast to reflect the hotel's planned facilities and amenities. Expense levels
fall within a range of reasonableness given the provided comparable operating
statements; furthermore, franchise and management fees are set forth in
accordance with our assumptions provided earlier in our report.

Rooms Revenue Rooms revenue is determined by two variables: occupancy and average rate. We
projected occupancy and average rate in a previous section of this report. The
proposed subject hotel is expected to stabilize at an occupancy level of 80% with an
average rate of $280.24 in 2028. Following the stabilized year, the proposed subject
hotel’s ADR is projected to increase along with the underlying rate of growth
assigned to EBITDA Less Replacement Reserve.

Food and Beverage Food and beverage (F&B) revenue is generated by a hotel's restaurants, lounges,

Revenue coffee shops, snack bars, banquet rooms, and room service. In addition to providing
a source of revenue, these outlets serve as an amenity that assists in the sale of
guestrooms. With the exception of properties with active lounges or banquet
facilities that draw local residents, in-house guests generally represent a substantial
percentage of a hotel's F&B patrons. In the case of the Proposed Chinatown Hotel,
the F&B department will include a speakeasy, a lobby café/bar, a rooftop restaurant,
and a rooftop bar & lounge; moreover, banquet space is expected to encompass
7,172 square feet.

Although F&B revenue varies directly with changes in occupancy, the small portion
generated by banquet sales and outside capture is relatively fixed.

FIGURE 7-6  FOOD AND BEVERAGE REVENUE

Comparable Operating Statements Proposed Subject Property Forecast
#1 #2 #3 #4 #5 2025 Deflated Stabilized
Food & Beverage Revenue
Percentage of Revenue 16.3 % 34.1 % 16.5 % 0.0 % 6.5 % 25.7 % 26.6 %
Per Available Room $16,793 $57,820 $15,387 S0 $5,285 $24,950 $27,740
Per Occupied Room $50.19 $218.50 $42.96 $0.00 $16.04 $97.65 $95.00
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Other Operated
Departments Revenue

Parking Income

Resort Fee Income

FIGURE 7-7

According to the Uniform System of Accounts, other operated departments include
any major or minor operated department other than rooms and F&B.

According to the developer, the proposed subject hotel is expected to offer only valet

parking. We forecast the proposed subject hotel’s parking income to stabilize at

$14.77 per occupied room by the stabilized year, 2028.

We have assumed the proposed subject hotel will charge a resort fee, which

typically includes the use of services and amenities such as Internet access, local
telephone calls, fitness room access, pool access, and in-room amenities. The

following table illustrates resort fees at hotels within the competitive set.

RESORT FEE COMPARABLES

Property Resort Fee Self-Parking  Valet-Parking
The Laylow, Autograph Collection $29.00 $39.00 $49.00
Hyatt Centric Waikiki Beach 33.00 42.00 45.00
The Modern Honolulu 38.50 None 35.00
Surfjack Hotel & Swim Club 25.00 None 35.00
Embassy Suites by Hilton Waikiki Beach Walk 30.00 None 40.00
Aston at the Executive Centre Hotel None 23.00 None
Embassy Suites by Hilton O'ahu Kapolei None 25.00 None
Hampton by Hilton O'ahu Kapolei None Free None
Residence Inn by Marriott O'ahu Kapolei None 25.00 None
Hilton Waikiki Beach 30.00 None 39.00
Waikiki Beachcomber by Outrigger 30.00 None 40.00
DoubleTree by Hilton Alana Waikiki 30.00 40.00 None

We forecast the proposed subject hotel’s resort fee income to stabilize at $20.54 per
occupied room by the stabilized year, 2028. Our projection of resort fee income is
presented in the following table.
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FIGURE 7-8  RESORT FEE INCOME

Inflation Assumptions 2.0% 2.0% 2.0% 2.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Calendar Year 2021 2022 2023 2024 2025 2026 2027 2028 2029
Occupied Room Nights 61,314 65,693 68,329 70,078 70,078

Less: Group Room Nights 6,003 7,805 9,080 9,815 9,815
Adjusted Occupied Room Nights 55,311 57,888 59,249 60,263 60,263
Resort Fee Per Night $25.00 $25.50 $26.01 $26.53 $27.33 $28.15 $28.99 $29.86 $30.76
Adjusted Occupied Room Nights 55,311 57,888 59,249 60,263 60,263
Assumed Capture Rate 70.0% 75.0% 80.0% 80.0% 80.0%
Resort Fee Revenue $1,058,000 $1,221,980 $1,374,106  $1,439,557  $1,482,743

Miscellaneous Income The miscellaneous income sources comprise those other than guestrooms, F&B, and

the other operated departments. Changes in this revenue item through the
projection period result from the application of the underlying inflation rate and
projected changes in occupancy.

FIGURE 7-9  MISCELLANEOUS INCOME

Comparable Operating Statements Proposed Subject Property Forecast
#1 #2 #3 #4 #5 2025 Deflated Stabilized
Percentage of Revenue 0.0 % 33 % 0.4 % 0.0 % 6.4 % 13 % 1.1 %
Per Available Room $26 $5,620 $382 S0 $5,218 $1,266 $1,168
Per Occupied Room $0.08 $21.24 $1.07 $0.00 $15.84 $4.95 $4.00
Rooms Expense Rooms expense consists of items related to the sale and upkeep of guestrooms and

public space. Salaries, wages, and employee benefits account for a substantial
portion of this category. Although payroll varies somewhat with occupancy, and
managers can generally scale the level of service staff on hand to meet an expected
occupancy level, much of a hotel's payroll is fixed. A base level of front desk
personnel, housekeepers, and supervisors must be maintained at all times. As a
result, salaries, wages, and employee benefits are only moderately sensitive to
changes in occupancy.

Commissions and reservations are usually based on room sales and, thus, are highly
sensitive to changes in occupancy and average rate. While guest supplies vary 100%
with occupancy, linens and other operating expenses are only slightly affected by
volume.

Projection of Income and Expense 1 28
Proposed Chinatown Hotel — Honolulu, Hawaii



FIGURE 7-10 ROOMS EXPENSE

Comparable Operating Statements Proposed Subject Property Forecast
#1 #2 #3 #4 #5 2025 Deflated Stabilized
Percentage of Revenue 27.2 % 28.6 % 25.6 % 29.7 % 24.0 % 27.4 % 24.0 %
Per Available Room $19,883 $26,859 $18,628 $13,462 $16,900 $17,074 $15,961
Per Occupied Room $59.43 $101.50 $52.01 $43.02 $51.31 $66.83 $54.66

Food and Beverage
Expense

Food expenses consist of items necessary for the primary operation of a hotel's food
and banquet facilities. The costs associated with food sales and payroll are
moderately to highly correlated to food revenues. Items such as china, linen, and
uniforms are less dependent on volume. Although the other expense items are
basically fixed, they represent a relatively insignificant factor. Beverage expenses
consist of items necessary for the operation of a hotel’s lounge and bar areas. The
costs associated with beverage sales and payroll are moderately to highly correlated
to beverage revenues.

FIGURE 7-11 FOOD AND BEVERAGE EXPENSE

Comparable Operating Statements Proposed Subject Property Forecast
#1 #2 #3 #4 #5 2025 Deflated Stabilized
Percentage of Revenue 98.6 % 78.9 % 93.5 % 0.0 % 75.6 % 85.4 % 75.0 %
Per Available Room $16,557 $45,649 $14,383 S0 $3,997 $21,306 $20,805
Per Occupied Room $49.49 $172.50 $40.16 $0.00 $12.13 $83.39 $71.25

Other Operated
Departments Expense
Parking Expense

Administrative and
General Expense

Other operated departments expense includes all expenses reflected in the
summary statements for the divisions associated in these categories, as discussed
previously in this chapter.

We have projected a stabilized expense ratio of 40.0% in 2028.

Administrative and general expense includes the salaries and wages of all
administrative personnel who are not directly associated with a particular
department. Expense items related to the management and operation of the
property are also allocated to this category.

Most administrative and general expenses are relatively fixed. The exceptions are
cash overages and shortages; commissions on credit card charges; provision for
doubtful accounts, which are moderately affected by the number of transactions or
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total revenue; and salaries, wages, and benefits, which are very slightly influenced
by volume.

FIGURE 7-12 ADMINISTRATIVE AND GENERAL EXPENSE

Comparable Operating Statements Proposed Subject Property Forecast
#1 #2 #3 #4a #5 2025 Deflated Stabilized
Percentage of Revenue 6.2 % 8.0 % 53 % 7.0 % 7.2 % 6.1 % 53 %
Per Available Room $6,373 $13,587 $4,919 $3,520 $5,939 $5,958 $5,539
Per Occupied Room $19.05 $51.34 $13.74 $11.25 $18.03 $23.32 $18.97
Information and Information and telecommunications systems expense consists of all costs
Telecommunications associated with a hotel’s technology infrastructure. This includes the costs of cell
Systems Expense phones, administrative call and Internet services, and complimentary call and

Internet services. Expenses in this category are typically organized by type of
technology or the area benefiting from the technology solution.

FIGURE 7-13 INFORMATION & TELECOMMUNICATIONS SYSTEMS EXPENSE

Comparable Operating Statements Proposed Subject Property Forecast
#1 #2 #3 #4 #5 2025 Deflated Stabilized
Percentage of Revenue 1.5 % 0.0 % 1.1 % 0.0 % 0.5 % 1.1 % 1.0 %
Per Available Room $1,513 S0 $1,028 S0 $413 $1,083 $1,007
Per Occupied Room $4.52 $0.00 $2.87 $0.00 $1.25 $4.24 $3.45
Marketing Expense Marketing expense consists of all costs associated with advertising, sales, and

promotion; these activities are intended to attract and retain customers. Marketing
can be used to create an image, develop customer awareness, and stimulate
patronage of a property's various facilities.

The marketing category is unique in that all expense items, with the exception of
fees and commissions, are totally controlled by management. Most hotel operators
establish an annual marketing budget that sets forth all planned expenditures. If the
budget is followed, total marketing expenses can be projected accurately.

Marketing expenditures are unusual because, although there is a lag period before
results are realized, the benefits are often extended over a long period. Depending
on the type and scope of the advertising and promotion program implemented, the
lag time can be as short as a few weeks or as long as several years. However, the
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favorable results of an effective marketing campaign tend to linger, and a property
often enjoys the benefits of concentrated sales efforts for many months.

FIGURE 7-14 MARKETING EXPENSE

Comparable Operating Statements Proposed Subject Property Forecast
#1 #2 #3 #4 #5 2025 Deflated Stabilized
Percentage of Revenue 7.0 % 6.3 % 3.5 % 5.8 % 52 % 5.6 % 4.8 %
Per Available Room $7,237 $10,747 $3,272 $2,912 $4,291 $5,417 $5,036
Per Occupied Room $21.63 $40.61 $9.14 $9.31 $13.03 $21.20 $17.25
Franchise Fee According to the developer, the proposed subject hotel will operate as a soft-

branded, lifestyle/boutique property. Although a specific franchise affiliation
and/or brand has yet to be finalized, based upon a review of several published
franchise fees for brands that fall within this category, we have selected a royalty
fee of 5.0% of rooms revenue and a marketing assessment fee of 3.5% of rooms
revenue in order to estimate the cost of a national franchise affiliation.

Marketing expense and franchise fees are often analyzed in total because hotels may
account for some components of franchise expense in the marketing expense
category. The subject property’s total marketing and franchise expense has been
forecast at 10.2% of total revenue on a stabilized basis; the comparable operating
statements show a range from 5.2% to 10.5% of total revenue.

Property Operations Property operations and maintenance expense is another expense category that is

and Maintenance largely controlled by management. Except for repairs that are necessary to keep the
facility open and prevent damage (e.g., plumbing, heating, and electrical items),
most maintenance can be deferred for varying lengths of time.

Maintenance is an accumulating expense. If management elects to postpone
performing a required repair, the expenditure has not been eliminated, only
deferred until a later date. A lodging facility that operates with a lower-than-normal
maintenance budget is likely to accumulate a considerable amount of deferred
maintenance.

The age of a lodging facility has a strong influence on the required level of
maintenance. A new or thoroughly renovated property is protected for several years
by modern equipment and manufacturers' warranties. However, as a hostelry
grows older, maintenance expenses escalate. A well-organized preventive
maintenance system often helps delay deterioration, but most facilities face higher
property operations and maintenance costs each year, regardless of the occupancy
trend. The quality of initial construction can also have a direct impact on future
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maintenance requirements. The use of high-quality building materials and
construction methods generally reduces the need for maintenance expenditures
over the long term.

Changes in this expense item through the projection period result from the
application of the underlying inflation rate and projected changes in occupancy.

FIGURE 7-15 PROPERTY OPERATIONS AND MAINTENANCE EXPENSE

Comparable Operating Statements Proposed Subject Property Forecast
#1 #2 #3 #4 #5 2025 Deflated Stabilized
Percentage of Revenue 28 % 49 % 3.8 % 46 % 3.1 % 33 % 29 %
Per Available Room $2,895 $8,312 $3,540 $2,334 $2,533 $3,250 $3,022
Per Occupied Room $8.65 $31.41 $9.88 $7.46 $7.69 $12.72 $10.35
Utilities Expense The utilities consumption of a lodging facility takes several forms, including water

and space heating, air conditioning, lighting, cooking fuel, and other miscellaneous
power requirements. The most common sources of hotel utilities are electricity,
natural gas, fuel oil, and steam. This category also includes the cost of water service.

Total energy cost depends on the source and quantity of fuel used. Electricity tends
to be the most expensive source, followed by oil and gas. Although all hotels
consume a sizable amount of electricity, many properties supplement their utility
requirements with less expensive sources, such as gas and oil, for heating and
cooking. The changes in this utilities line item through the projection period are a
result of the application of the underlying inflation rate and projected changes in
occupancy.

FIGURE 7-16 UTILITIES EXPENSE

Comparable Operating Statements Proposed Subject Property Forecast
#1 #2 #3 #4 #5 2025 Deflated Stabilized
Percentage of Revenue 29 % 39 % 41 % 4.7 % 39 % 4.5 % 39 %
Per Available Room $3,028 $6,529 $3,817 $2,394 $3,182 $4,333 $4,029
Per Occupied Room $9.05 $24.67 $10.66 $7.65 $9.66 $16.96 $13.80
Management Fee Management expense consists of the fees paid to the managing agent contracted to

operate the property. Some companies provide management services and a brand-
name affiliation (first-tier management company), while others provide
management services alone (second-tier management company). Some
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management contracts specify only a base fee (usually a percentage of total
revenue), while others call for both a base fee and an incentive fee (usually a
percentage of defined profit). Basic hotel management fees are often based on a
percentage of total revenue, which means they have no fixed component. While base
fees typically range from 2% to 4% of total revenue, incentive fees are deal specific
and often are calculated as a percentage of income available after debt service and,
in some cases, after a preferred return on equity. Total management fees for the
proposed subject hotel have been forecast at 3.0% of total revenue.

Property Taxes Property (or ad valorem) tax is one of the primary revenue sources of
municipalities. Based on the concept that the tax burden should be distributed in
proportion to the value of all properties within a taxing jurisdiction, a system of
assessments is established. Theoretically, the assessed value placed on each parcel
bears a definite relationship to market value, so properties with equal market values
will have similar assessments and properties with higher and lower values will have
proportionately larger and smaller assessments.

FIGURE 7-17 HISTORIC SUBJECT PROPERTY TAX BURDEN (BASE YEAR)

Real Property

Assessed Value

Percent
Year Land Improvements Real Property Total Change
2018/19 $6,692,400 $52,800 $6,745,200 =
2019/20 6,935,800 5,600 6,941,400 29 %
2020/21 7,300,900 56,300 7,357,200 6.0
2021/22 7,665,900 53,500 7,719,400 4.9

Source: Honolulu County Assessor

Depending on the taxing policy of the municipality, property taxes can be based on
the value of the real property or the value of the personal property and the real
property. We have based our estimate of the proposed subject property's market
value (for tax purposes) on an analysis of assessments of comparable hotel
properties in the local municipality.
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FIGURE 7-18 COUNTY-ASSESSED VALUE OF COMPARABLE HOTELS

Hotel Year Open Land Improvements Total
Subject Property 2025 $7,300,900 $56,300 $7,357,200
The Laylow, Autograph Collection 1973 $37,291,400 $42,674,300 $79,965,700
Hyatt Centric Waikiki Beach 2016 71,256,700 61,864,600 133,121,300
Surfjack Hotel & Swim Club 1962 14,468,600 10,161,400 24,630,000
Embassy Suites by Hilton Waikiki Beach Walk 2006 71,480,700 116,483,900 187,964,600
Embassy Suites by Hilton O'ahu Kapolei 2017 3,695,300 43,535,300 47,230,600
Hampton by Hilton O'ahu Kapolei 2016 1,913,100 25,565,000 27,478,100
Residence Inn by Marriott O'ahu Kapolei 2019 7,785,700 30,431,700 38,217,400
Hilton Waikiki Beach 1980 79,999,200 87,589,500 167,588,700
Waikiki Beachcomber by Outrigger 1971 84,578,500 73,135,900 157,714,400
DoubleTree by Hilton Alana Waikiki 1975 32,115,600 43,424,000 75,539,600
Assessments per Room # of Rms

The Laylow, Autograph Collection 251 $148,571 $170,017 $318,588
Hyatt Centric Waikiki Beach 230 309,812 268,977 578,788
Surfjack Hotel & Swim Club 111 130,348 91,544 221,892
Embassy Suites by Hilton Waikiki Beach Walk 369 193,715 315,675 509,389
Embassy Suites by Hilton O'ahu Kapolei 180 20,529 241,863 262,392
Hampton by Hilton O'ahu Kapolei 175 10,932 146,086 157,018
Residence Inn by Marriott O'ahu Kapolei 183 42,545 166,293 208,838
Hilton Waikiki Beach 601 133,110 145,740 278,850
Waikiki Beachcomber by Outrigger 496 170,521 147,451 317,973
DoubleTree by Hilton Alana Waikiki 317 101,311 136,984 238,295
Positioned Subject - Per Room 240 $100,000 $200,000 $300,000
Positioned Subject - Total $24,000,000 $48,000,000 $72,000,000

Source: Honolulu County Assessor

We have positioned the future assessment levels of the subject site and proposed
improvements based upon the illustrated comparable data. We have positioned the
land assessment above that of the hotels located in Kapolei given the subject site’s
superior location in Downtown Honolulu. However, we note that this positioning
remains below that of the more desirable comparables located in Waikiki. We have
positioned the improvements assessment based on an average of the illustrated
comparable data. Overall, the positioned assessments are well supported by the
market data.
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Tax rates are based on the city and county budgets, which change annually. The
most recent tax rate in this jurisdiction was reported at 13.9%. The following table
shows changes in the tax rate during the last several years.

FIGURE 7-19 COUNTY TAX RATES

Real Property

Year Millage Rate
2018/19 12.9
2019/20 13.4
2020/21 13.9

Source: Honolulu County
Assessor

Based on comparable assessments and the tax rate information, the proposed
subject property's projected property tax expense levels are calculated as follows.

FIGURE 7-20 PROJECTED PROPERTY TAX BURDEN (BASE YEAR)

Real Property
Land Improvements Total School
Positioned (Assessed Value) $24,000,000 $48,000,000 $72,000,000 S0
Equalization Rate 1.00000
Millage Rate 13.90000 0.00000
Tax Burden as of Current Assessment Year $1,000,800 S0
FIGURE 7-21 PROJECTED PROPERTY TAX EXPENSE
Real Property
Real Tax Burden Base Rate of Tax % of Positioned Taxes
Year (Positioned Prior to Increase) Burden Increase Tax Burden Payable
Positioned — $1,000,800
2025 $1,000,800 104 % 100 % 1,104,964
2026 1,104,964 3.0 100 1,138,113
2027 1,138,113 3.0 100 1,172,256
2028 1,172,256 3.0 100 1,207,424
Insurance Expense The insurance expense category consists of the cost of insuring the hotel and its

contents against damage or destruction by fire, weather, sprinkler leakage, boiler
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explosion, plate glass breakage, and so forth. General insurance costs also include
premiums relating to liability, fidelity, and theft coverage.

Insurance rates are based on many factors, including building design and
construction, fire detection and extinguishing equipment, fire district, distance from
the firehouse, and the area's fire experience. Insurance expenses do not vary with
occupancy.

FIGURE 7-22 INSURANCE EXPENSE
Comparable Operating Statements Proposed Subject Property Forecast
#1 #2 #3 #4 #5 2025 Deflated Stabilized
Percentage of Revenue 0.8 % 1.1 % 0.4 % 15 % 1.1 % 1.2 % 1.0 %
Per Available Room $862 $1,845 $392 $737 $914 $1,120 $995
Per Occupied Room $2.58 $6.97 $1.09 $2.35 $2.78 $4.39 $3.41

Reserve for
Replacement

Furniture, fixtures, and equipment are essential to the operation of a lodging facility,
and their quality often influences a property's class. This category includes all non-
real estate items that are capitalized, rather than expensed. The furniture, fixtures,
and equipment of a hotel are exposed to heavy use and must be replaced at regular
intervals. The useful life of these items is determined by their quality, durability, and
the amount of guest traffic and use.

Periodic replacement of furniture, fixtures, and equipment is essential to maintain
the quality, image, and income-producing potential of a lodging facility. Because
capitalized expenditures are not included in the operating statement but affect an
owner's cash flow, a forecast of income and expense should reflect these expenses
in the form of an appropriate reserve for replacement.

The International Society of Hospitality Consultants (ISHC) oversees a major
industry-sponsored study of the capital expenditure requirements for full-
service/luxury, select-service, and extended-stay hotels. The most recent study was
published in 2014.7 Historical capital expenditures of well-maintained hotels were
investigated through the compilation of data provided by most of the major hotel
companies in the United States. A prospective analysis of future capital expenditure
requirements was also performed based upon the cost to replace short- and long-
lived building components over a hotel's economic life. The study showed that the

7 The International Society of Hotel Consultants, CapEx 2014, A Study of Capital
Expenditure in the U.S. Hotel Industry.
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capital expenditure requirements for hotels vary significantly from year to year and
depend upon both the actual and effective ages of a property. The results of this
study showed that hotel lenders and investors are requiring reserves for
replacement ranging from 4% to 5% of total revenue.

Based upon the results of our analysis, our review of the proposed subject asset, and
current industry norms, a reserve for replacement equal to 4% of total revenues has
been factored into our forecast of revenue and expense for funding the periodic
replacement of the proposed subject property's furniture, fixtures, and equipment.
This amount has been ramped up during the initial projection period.

Forecast of Revenue & Projected total revenue, gross operating profit, and EBITDA Less Replacement
Expense Conclusion Reserve are set forth in the following table.

FIGURE 7-23 FORECAST OF REVENUE AND EXPENSE CONCLUSION

Total Revenue Gross Operating Profit House EBITDA Less Replacement Reserve
% Profit As a % of
Year Total Change Total % Change Ratio Total % Change Ttl Rev
Projected 2025 $23,330,000 = $7,558,000 = 325 % $5,017,000 = 216 %
2026 26,571,000 139 % 9,702,000 284 % 36.5 6,693,000 334 % 25.2
2027 29,275,000  10.2 11,415,000 17.7 39.0 7,908,000  18.2 27.0
2028 30,823,000 5.3 12,259,000 7.4 39.7 8,600,000 8.8 27.8
2029 31,747,000 3.0 12,627,000 3.0 39.7 8,858,000 3.0 27.8

Projection of Income and Expense 1 37
Proposed Chinatown Hotel — Honolulu, Hawaii



8. Feasibility Analysis

Construction Cost
Estimate

Return on investment can be defined as the future benefits of an income-producing
property relative to its acquisition or construction cost. The first step in performing
a return-on-investment analysis is to determine the amount to be initially invested.
For a proposed property, this amount is most likely to be the development cost of
the hotel. Based on the total development cost, the individual investor will utilize a
return-on-investment analysis to determine if the future cash flow from a current
cash outlay meets his or her own investment criteria and at what level above or
below this amount such an outlay exceeds or fails to meet these criteria.

As an individual or company considering investment in hotel real estate, the
decision to use one’s own cash, an equity partner's capital, or lender financing will
be an internal one. Because hotels typically require a substantial investment, only
the largest investors and hotel companies generally have the means to purchase
properties with all cash. We would anticipate the involvement of some financing by
a third party for the typical investor or for those who may be entering the market
for hotel acquisitions at this time. In leveraged acquisitions and developments
where investors typically purchase or build upon real estate with a small amount of
equity cash (20% to 50%) and a large amount of mortgage financing (50% to 80%),
it is important for the equity investor to acknowledge the return requirements of
the debt participant (mortgagee), as well as his or her own return requirements.
Therefore, we will begin our rate-of-return analysis by reviewing the debt
requirements of typical hotel mortgagees.

Because the subject property is a proposed hotel, we have reviewed the
development budget for the proposed subject hotel in performing a cost analysis.
The details of this budget, prepared by the developers of the Proposed Chinatown
Hotel, are presented in the following table.
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FIGURE 8-1 CONSTRUCTION BUDGET — PROPOSED SUBJECT PROPERTY

Component Cost Cost per Room

Hard Costs & Site Improvements

Hard Cost Construction $80,000,000 $333,333
Tenant Improvements 3,000,000 12,500
Subtotal Hard Cost & Site Improvements $83,000,000 $345,833
FF&E

FF&E $5,520,000 $23,000
Kitchen & In-House Laundry 960,000 4,000
Technology & Telecommunications 480,000 2,000
Subtotal FF&E $6,960,000 $29,000
Pre-Opening Costs and Working Capital

OS&E $600,000 $2,500
Pre-Opening Costs 600,000 2,500
Working Capital 500,000 2,083
Liquor License 50,000 208
Subtotal Pre-Opening and Working Capital $1,750,000 $7,292
Soft Costs

Architecture/Engineering $2,698,800 $11,245
Financing Costs 2,015,996 8,400
Interior Design 1,799,200 7,497
Insurance 899,600 3,748
Branding Agency 500,000 2,083
Technical Services 252,000 1,050
Franchise Fees 115,000 479
Permitting 100,000 417
Miscellaneous 258,000 1,075
Subtotal Soft Costs $8,638,596 $35,994
Subtotal (without Land and Developer's Fee) $100,348,596 $418,119
Site Cost $11,000,000 $45,833
Subtotal (without Developer's Fee) $111,348,596 $463,952
Developer's Fee $2,698,800 $11,245
Total $114,047,396 $475,197

The construction budget provided by the developer appears to include all typical
and adequate costs for the proposed subject property.
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Mortgage Component

Hotel financing is typically available from a variety of lender types including
commercial banks, mortgage REITs, private-debt investors, insurance companies,
and CMBS lenders. Over the last several investment cycles, lenders have briefly
pulled back from the lodging sector during periods of economic and/or operational
distress. However, they have repeatedly been drawn back to the sector by the higher
yields generated by hotel financing relative to other commercial real estate.

Data for the mortgage component may be developed from statistics of actual hotel
mortgages made by long-term lenders. The American Council of Life Insurance,
which represents 20 large life insurance companies, publishes quarterly
information pertaining to the hotel mortgages issued by its member companies.

Because of the six- to nine-month lag time in reporting and publishing hotel
mortgage statistics, it was necessary to update this information to reflect current
lending practices. Our research indicates that the greatest degree of correlation
exists between the average interest rate of a hotel mortgage and the concurrent
yield on an average-A corporate bond.

The following chart summarizes the average mortgage interest rates of the hotel
loans made by these lenders. For the purpose of comparison, the average-A
corporate bond yield (as reported by Moody's Bond Record) is also shown.

FIGURE 8-2 AVERAGE MORTGAGE INTEREST RATES AND AVERAGE-A
CORPORATE BOND YIELDS
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Sources: American Council of Life Insurance, Moody's Bond Record, HVS
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The relationship between hotel interest rates and the yields from the average-A
corporate bond can be detailed through a regression analysis, which is expressed as
follows.

Y =0.95165343 X + 0.81443286

Where: Y = Estimated Hotel Mortgage Interest Rate
X = Current Average-A Corporate Bond Yield
(Coefficient of correlation is 95%)

The June 17, 2021, average yield on average-A corporate bonds, as reported by
Moody’s Investors Service, was 3.13%. When used in the previously presented
equation, a factor of 3.13 produces an estimated hotel/motel interest rate of 3.79%
(rounded).

Over the extended period of low interest rates throughout much of the last decade,
hotel debt was generally available at interest rates between 3.0% and 6.0%,
depending on the type of debt, loan-to-value ratio, and the quality of the asset and
its market.

In addition to the mortgage interest rate estimate derived from this regression
analysis, HVS constantly monitors the terms of hotel mortgage loans made by our
institutional lending clients. Fixed-rate debt is being priced at roughly 300 to 500
basis points over the corresponding yield on treasury notes. As of June 17, 2021, the
yield on the ten-year T-bill was 1.57%, indicating an interest rate range from 4.6%
to 6.6%. Over the course of the last decade, the federal funds rate remained
relatively low, peaking at 2.25% to 2.5% in December 2018. Subsequently, in 2019,
concern about the trade war and a slowing economy led the Fed to reduce rates
three times to a target rate of 1.5% to 1.75%. The rate remained at this level until
March 3, 2020, at which point the Federal Reserve (Fed) cut the target rate by a full
50 bps to 1.0% to 1.25%, the first time the agency has instituted an emergency rate
cut since 2008; this was followed up by a cut to the benchmark interest rate all the
way to 0% on March 16. The Fed instituted these rate cuts to address the growing
economic impact from COVID-19. Furthermore, on March 23, the Fed pledged to
maintain liquidity in debt markets by purchasing as many government and
corporate-backed bonds as necessary. Going forward, the Fed has indicated its
intention to keep rates at minimal levels until the economy has fully recovered.
Although lenders have increased spreads on hotel loans to offset increased risk
during the pandemic, those spreads have begun to narrow and are expected to
return to more typical levels as hotel performance improves and the lending
environment returns to normal.
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Equity Component

Based on our analysis of the current lodging industry mortgage market and
adjustments for specific factors, such as the property’s site, proposed facility, and
conditions in the Honolulu hotel market, it is our opinion that a 4.75% interest, 30-
year amortization mortgage with a 0.062598 constant is appropriate for the
proposed subject hotel. In the mortgage-equity analysis, we have applied a loan-to-
cost ratio of 65%, which is reasonable to expect based on this interest rate and
current parameters.

The remaining capital required for a hotel investment generally comes from the
equity investor. The rate of return that an equity investor expects over a ten-year
holding period is known as the equity yield. Unlike the equity dividend, which is a
short-term rate of return, the equity yield specifically considers a long-term holding
period (generally ten years), annual inflation-adjusted cash flows, property
appreciation, mortgage amortization, and proceeds from a sale at the end of the
holding period. To establish an estimate of the equity yield rate that a typical
investor would require, we have used two sources of data: past appraisals and
investor interviews.

Hotel Sales: Each appraisal performed by HVS uses a mortgage-equity approach in
which income is projected and then discounted to a current value at rates reflecting
the cost of debt and equity capital. In the case of hotels that were sold near the date
of our valuation, we were able to derive the equity yield rate and unlevered discount
rate by inserting the ten-year projection, total investment (purchase price and
estimated capital expenditure and/or PIP), and debt assumptions into a valuation
model and solving for the equity yield. The overall capitalization rates for the
historical income and projected first-year income are based on the sales price “as
is.” The following table shows a representative sample of hotels that were sold on
or about the time that we appraised them, along with the derived equity return and
discount rates based on the purchase price and our forecast.

Feasibility Analysis 142
Proposed Chinatown Hotel — Honolulu, Hawaii



FIGURE 8-3

SAMPLE OF HOTELS SOLD

Overall Rate
Based on Sales Price
Total

Number Date Property  Equity Historical Projected

Hotel Location of Rooms  of Sale Yield Yield Year Year One

HolidayInn Casa Grande Casa Grande, AZ 176 Jan-20 11.6 % 20.0 % 135 % 8.0 %
Marriott Griffin Gate Resort & Spa Lexington, KY 409 Dec-19 11.0 19.3 11.7 9.3
Monarch Beach Resort Dana Point, CA 400 Nov-19 8.1 14.9 5.5 5.3
Hilton Crystal City Arlington, VA 393 Nov-19 10.6 18.3 6.3 8.3
Grand Hyatt Denver Denver, CO 516 Sep-19 10.8 20.4 8.4 8.6
Kimpton Ink48 Hotel New York New York, NY 222 Sep-19 10.6 16.6 2.4 3.6
Hyatt Regency Atlanta Atlanta, GA 1,260 Sep-19 10.4 17.8 8.4 8.3
Hotel @ Fifth Avenue New York, NY 182 Aug-19 10.1 15.1 1.7 5.5
Club Quarters Hotel Times Square New York, NY 170 Aug-19 8.5 12.8 5.0 5.2
Irvine Marriott Irvine, CA 496 Jul-19 9.4 15.8 7.2 7.2
Westin Tampa Bay Tampa, FL 244 Jul-19 10.6 18.6 6.3 7.7
Westchester Marriott Tarrytown, NY 444 Mar-19 11.3 19.2 7.1 7.7
Renaissance Cruise Port Hotel Fort Lauderdale, FL 236 Mar-19 10.3 16.8 7.5 8.9
Marriott Mission Valley San Diego, CA 353 Mar-19 10.4 16.9 8.2 7.8
Halcyon a Hotel in Cherry Creek Denver, CO 154 Mar-19 9.6 16.7 4.0 6.3
Raleigh Hotel Miami Beach, FL 105 Feb-19 10.4 16.3 - 4.0
Embassy Suites by Hilton New York, NY 310 Jan-19 7.6 10.8 - -
Snow King Resort Jackson, WY 203 Dec-18 10.0 16.5 6.7 7.1
DoubleTree by Hilton Hotel Westminster, CO 186 Dec-18 11.5 19.7 6.8 9.3
Topnotch at Stowe Resort & Spa Stowe, VT 68 Dec-18 9.4 14.9 6.1 7.1
Cavallo Point Lodge Sausalito, CA 142 Dec-18 9.0 15.2 5.8 6.1
Grand Hotel Minneapolis, MN 140 Dec-18 10.1 16.2 10.5 8.3
Sheraton Suites Wilmington, DE 223 Nov-18 11.3 20.3 11.0 11.5
Ritz-Carlton Kapalua, HI 458 Oct-18 9.7 15.6 3.8 6.7
Embassy Suites by Hilton Williamsburg, VA 161 Jul-18 10.7 19.4 6.5 8.0
Hilton Washington DC North Gaithersburg, MD 301 Jul-18 12.5 20.6 6.5 8.0
Embassy Suites by Hilton Napa, CA 205 Jul-18 8.1 12.2 6.5 6.0
Atlantic Terrace Montauk, NY 96 Jul-18 10.0 16.1 4.5 5.2
Hyatt Centric Santa Barbara, CA 200 Jul-18 9.6 15.3 5.5 5.8
Holiday Inn Hotel & Suites Mesa, AZ 246 Jun-18 10.6 17.9 7.4 9.4
Waldorf Astoria Biltmore Phoenix, AZ 606 Apr-18 9.5 15.9 6.8 7.0
Waldorf Astoria Grand Wailea Wailea, HI 776 Apr-18 8.9 14.5 5.2 5.5
Embassy Suites by Hilton Indianapolis, IN 221 Feb-18 10.9 18.9 8.0 9.1
Westin Tysons Corner Falls Church, VA 407 Feb-18 10.4 18.1 8.3 8.7
DoubleTree University Area Minneapolis, MN 140 Feb-18 9.7 17.0 — 7.7
Mystic Hotel Union Square San Francisco, CA 82 Jan-18 8.9 15.2 6.2 6.4
DoubleTree Guest Suites Tampa, FL 203 Jan-18 11.1 18.3 8.8 7.6
Sheraton Suites Plantation, FL 263 Jan-18 12.5 21.2 7.4 9.1

Min: 7.6 % 10.8 % 1.7 % 3.6 %
Mean: 10.1 17.0 6.9 7.3
Median: 10.4 16.8 6.7 7.7
Max: 12.5 21.2 13.5 11.5

Source: HVS
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Investor Interviews: We continuously monitor investor equity-yield requirements
through discussions with hotel investors and brokers. During the previous period
of market liquidity, we found that equity yield rates typically ranged from a low in
the low-to-mid teens for high-barrier-to-entry "trophy assets"; the mid-to-upper
teens for high-quality, institutional-grade assets in strong markets; and the upper
teens to low 20s for quality assets in more typical markets. Equity yield rates have
tended to exceed 20% for aging assets with functional obsolescence and/or other
challenging property- or market-related issues. Equity return requirements
typically vary with an investment’s level of leverage.

The following table summarizes the range of equity yields indicated by hotel sales
and investor interviews. We note that there tends to be a lag between the sales data
and current market conditions; thus, the full effect of the change in the economy and
capital markets may not yet be reflected.

FIGURE 8-4 SUMMARY OF EQUITY YIELD OR INTERNAL RATE OF RETURN REQUIREMENTS

Pre-COVID Current
Source Data Point Range  Average Data Point Range  Average
HVS Hotel Sales - Full-Service & Luxury 10.8% - 21.2% 17.0% = =
HVS Hotel Sales - Select-Service & Extended-Stay  12.7% - 22.9% 18.5% — —
HVS Hotel Sales - Limited-Service 17% - 24.6% 19.7% = —
HVS Investor Interviews 13% - 25%

Based on the assumed 65% loan-to-cost ratio, the risk inherent in achieving the
projected income stream, and the anticipated market position of the subject
property, it is our opinion that a typical equity investor would anticipate a 14.0%
internal rate of return over a ten-year holding period, assuming that the investor
obtains financing at the time of the project’s completion at the loan-to-cost ratio and
interest rate set forth.

Terminal Capitalization Inherent in this valuation process is the assumption of a sale at the end of the ten-

Rate

year holding period. The estimated reversionary sale price as of that date is
calculated by capitalizing the projected eleventh-year net income by an overall
terminal capitalization rate. An allocation for the selling expenses is deducted from
this sale price, and the net proceeds to the equity interest (also known as the equity
residual) are calculated by deducting the outstanding mortgage balance from the
reversion.
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We have reviewed several recent investor surveys. The following chart summarizes
the averages presented for terminal capitalization rates in various investor surveys

during the past decade.

FIGURE 8-5 HISTORICAL TRENDS OF TERMINAL CAPITALIZATION RATES
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FIGURE 8-6 TERMINAL CAPITALIZATION RATES DERIVED FROM INVESTOR SURVEYS
Pre-COVID Current
Source Data Point Range  Average Data Point Range  Average
HVS Brokers Survey Spring 2020 Survey Spring 2021 Survey
Select-Service Hotels 6.0% - 10.5% 8.8% 7.0% - 10.0% 8.8%
Limited-Service & Economy Hotels 6.5% - 12.0% 9.5% 7.5% - 10.0% 9.0%
PW(C Real Estate Investor Survey 1st Quarter 2020 Survey 1st Quarter 2021 Survey
Select-Service Hotels 7.0% - 10.0% 8.4% 7.0% - 10.0% 8.3%
Limited-Service Hotels 7.75% - 12.0% 9.3% 8.0% - 11.0% 9.1%
USRC Hotel Investment Survey Winter 2020 Survey Winter 2021 Survey
Limited-Service Hotels 6.5% - 9.3% 8.6% 7.5% - 9.3% 8.4%

Situs RERC Real Estate Report
Second Tier Hotels
Third Tier Hotels

1st Quarter 2020 Report
7.3% - 11.5% 9.1%
8.0% - 12.0% 10.2%

4th Quarter 2020 Report
7.5% - 13.0% 10.0%
8.0% - 15.0% 10.8%

For purposes of this analysis, we have applied a terminal capitalization rate of
7.00%. Our final position for the terminal capitalization rate reflects the normalized
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Mortgage-Equity
Method

market for hotel investments and also considers the subject property's attributes.
Terminal cap rates are at the low end of the range for quality hotel assets in markets
with high barriers to entry and at the high end of the range for older assets or for
those suffering from functional obsolescence and/or weak market conditions,
reflecting the market's recognition that certain assets have less opportunity for
significant appreciation.

As the two participants in a real estate investment, investors and lenders must
evaluate their equity and debt contributions based on their particular return
requirements. After carefully weighing the risk associated with the projected
economic benefits of a lodging investment, the participants will typically make their
decision whether or not to invest in a hotel or resort by determining if their
investment will provide an adequate yield over an established period. For the
lender, this yield will typically reflect the interest rate required for a hotel mortgage
over a period that can range from seven to ten years. The yield to the equity
participant may consider not only the requirements of a particular investor but also
the potential payments to cooperative or ancillary entities, such as limited partner
payouts, stockholder dividends, and management company incentive fees.

The return on investment analysis in a hotel acquisition would not be complete
without recognizing and reflecting the yield requirements of both the equity and
debt participants. The analysis will now calculate the yields to the mortgage and
equity participants during a ten-year projection period.

The annual debt service is calculated by multiplying the mortgage component by the
mortgage constant.

Mortgage Component $75,240,000
Mortgage Constant 0.062598
Annual Debt Service $4,710,000

The yield to the lender based on a 65% debt contribution equates to an interest rate
of 4.75%, which is calculated as follows.
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FIGURE 8-7 RETURN TO THE LENDER

Total Annual Present Worth of $1 Discounted
Year Debt Service Factor at 4.7% Cash Flow
2025 $4,710,000 X 0.955054 = $4,498,000
2026 4,710,000 X 0.912128 = 4,296,000
2027 4,710,000 X 0.871131 = 4,103,000
2028 4,710,000 X 0.831977 = 3,919,000
2029 4,710,000 X 0.794583 = 3,742,000
2030 4,710,000 X 0.758869 = 3,574,000
2031 4,710,000 X 0.724761 = 3,414,000
2032 4,710,000 X 0.692186 = 3,260,000
2033 4,710,000 X 0.661075 = 3,114,000
2034 65,446,000 * x 0.631362 = 41,320,000

Value of Mortgage Component  $75,240,000

*10th year debt service of $4,710,000 plus outstanding mortgage balance of $60,736,000

The following table illustrates the cash flow available to the equity position, after
deducting the debt service from the projected net income.

FIGURE 8-8 NET INCOME TO EQUITY

Net Income
Available for Total Annual Net Income

Year Debt Service Debt Service to Equity

2025 $5,017,000 - $4,710,000 = $307,000
2026 $6,693,000 - 4,710,000 = $1,983,000
2027 $7,908,000 - 4,710,000 = $3,198,000
2028 $8,600,000 - 4,710,000 = $3,890,000
2029 $8,858,000 - 4,710,000 = $4,148,000
2030 $9,124,000 - 4,710,000 = $4,414,000
2031 $9,397,000 - 4,710,000 = $4,687,000
2032 $9,638,000 - 4,710,000 = $4,928,000
2033 $9,885,000 - 4,710,000 = $5,175,000
2034 $10,182,000 - 4,710,000 = $5,472,000

In order for the present value of the equity investment to equate to the $40,513,000
capital outlay, the investor must accept a 14.0% return, as shown in the following
table.
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FIGURE 8-9 EQUITY COMPONENT YIELD

Net Income Present Worth of $1 Discounted
Year to Equity Factor at 14.0% Cash Flow
2025 $307,000 X 0.877195 = $269,000
2026 $1,983,000 X 0.769471 = 1,526,000
2027 $3,198,000 X 0.674976 = 2,159,000
2028 $3,890,000 X 0.592085 = 2,303,000
2029 $4,148,000 X 0.519374 = 2,154,000
2030 $4,414,000 X 0.455592 = 2,011,000
2031 $4,687,000 X 0.399643 = 1,873,000
2032 $4,928,000 X 0.350565 = 1,728,000
2033 S$5,175,000 X 0.307514 = 1,591,000
2034 $92,306,000 * x 0.269749 = 24,899,000

Value of Equity Component $40,513,000

*10th year net income to equity of $5,471,738 plus sales proceeds of $86,834,000

Discounted Cash Flow The process of converting the projected income stream into an estimate of value via
Analysis the DCF method is described as follows.
10.  Anappropriate discountrate is selected to apply to the projected netincome

11.

12.

before debt service. This rate reflects the "free and clear” internal rate of
return to an all-cash purchaser or a blended rate of debt and equity return
requirements. The discount rate takes into consideration the degree of
perceived risk, anticipated income growth, market attitudes, and rates of
return on other investment alternatives, as well as the availability and cost
of financing. The discount rate is chosen by reviewing sales transactions and
investor surveys and interviewing market participants.

A reversionary value reflecting the sales price of the property at the end of
the ten-year holding period is calculated by capitalizing the eleventh-year
net income by the terminal capitalization rate and deducting typical
brokerage and legal fees.

Each year's forecasted net income before debt service and depreciation and
the reversionary sales proceeds at the end of the ten-year holding period are
converted to a present value by multiplying the cash flow by the chosen
discount rate for that year in the forecast. The sum of the discounted cash
flows equates to the value of the subject property.

The following chart summarizes the averages presented for discount rates in
various investor surveys during the past decade.
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FIGURE 8-10 HISTORICAL TRENDS OF DISCOUNT RATES
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FIGURE 8-11 OVERALL DISCOUNT RATES DERIVED FROM SALES AND INVESTOR SURVEYS

Pre-COVID Current
Source Data Point Range  Average Data Point Range  Average
HVS Hotel Sales - Full-Service & Luxury 7.6% - 12.5% 10.1% — —
HVS Hotel Sales - Select-Service & Extended-Stay 8.3% - 12.7% 10.7% — —
HVS Hotel Sales - Limited-Service 10% - 13.9% 11.5% — —
HVS Brokers Survey Spring 2020 Survey Spring 2021 Survey
Select-Service Hotels 6.5% - 18.0% 10.8% 6.0% - 12.0% 10.1%
Limited-Service & Economy Hotels 6.5% - 20.0% 11.6% 5.5% - 12.0% 10.3%
PW(C Real Estate Investor Survey 1st Quarter 2020 Survey 1st Quarter 2021 Survey
Select-Service Hotels 8.0% - 12.0% 10.0% 8.0% - 12.0% 10.2%
Limited-Service Hotels 7.5% - 12.0% 10.0% 8.0% - 12.0% 9.7%
USRC Hotel Investment Survey Winter 2020 Survey Winter 2021 Survey
Limited-Service Hotels 7.5% - 11.0% 10.5% 9.7% - 12.0% 10.6%

Situs RERC Real Estate Report
Second Tier Hotels
Third Tier Hotels

1st Quarter 2020 Report
6.5% - 13.5% 10.1%
9.5% - 13.5% 11.0%

4th Quarter 2020 Report
7.5% - 16.0% 11.1%
8.0% - 18.0% 12.0%

We note that the averages illustrated in the previous table are derived from wide
arrays of data points, and a range of reasonableness extends both lower and higher
than the indicated data points. Based on our review of these surveys and sales
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Conclusion

transactions (see total property yields shown in the table titled Sample of Hotels
Sold), as well as our interviews of market participants, we have selected a discount
rate of 9.00% for our analysis.

Utilizing the discount rate set forth, the DCF procedure is summarized as follows.

FIGURE 8-12 DISCOUNTED CASH FLOW ANALYSIS

EBITDA Less Discount Factor @ Discounted
Year Reserve 9.00% Cash Flow
2025 $5,017,321 0.91743 $4,603,047
2026 6,692,900 0.84168 5,633,280
2027 7,908,018 0.77218 6,106,441
2028 8,600,070 0.70843 6,092,507
2029 8,857,937 0.64993 5,757,051
2030 9,123,803 0.59627 5,440,225
2031 9,397,477 0.54703 5,140,742
2032 9,637,856 0.50187 4,836,915
2033 9,885,000 0.46043 4,551,416
2034 157,751,000 * 0.42241 66,635,931

Estimated Value  $114,797,555
(SAY)  $115,000,000

Per Room $479,000

Reversion Analysis
11th Year's EBITDA Less Reserves $10,487,190
Capitalization Rate 7.0%
Total Sales Proceeds $149,817,000
Less: Transaction Costs @ 1.5% 2,247,255
Net Sales Proceeds $147,569,745

*10th year netincome 0f$10,182,000 plus sales proceeds of $147,569,745

In determining the potential feasibility of the Proposed Chinatown Hotel, we
analyzed the lodging market, researched the area’s economics, reviewed the
estimated development cost, and prepared a ten-year forecast of income and
expense, which was based on our review of the current and historical market
conditions, as well as comparable income and expense statements.

The conclusion of this analysis indicates that an equity investor contributing
$39,937,000 (roughly 35% of the $114,100,000 development cost) could expect to
receive a 14.4% internal rate of return over a ten-year holding period, assuming that
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the investor obtains financing at the time of the project’s completion at the loan-to-
value ratio and interest rate set forth. The proposed subject hotel has an
opportunity to accommodate an underserved niche in the market. Based on our
market analysis, there is sufficient market support for the proposed Chinatown
Hotel. Our conclusions are based primarily on the long-term strength of the greater
Hawaii lodging market. Our review of investor surveys indicates equity returns
ranging from 10.8% to 12.2%, with an average of 17.0%. Based on these parameters,
the calculated return to the equity investor, 13.5%, is within the range of market-
level returns given the anticipated cost of $114,100,000. We note that the calculated
return is based upon the cost estimated by HVS, which includes the developer's
administrative costs, as well as an entrepreneurial incentive.

The analysis is based on the extraordinary assumption that the described
improvements have been completed as of the stated date of opening. The reader
should understand that the completed subject property does not yet exist as of the
date of this report. Our feasibility study does not address unforeseeable events that
could alter the proposed project, and/or the market conditions reflected in the
analyses; we assume that no significant changes, other than those anticipated and
explained in this report, shall take place between the date of inspection and stated
date of opening. The use of this extraordinary assumption may have affected the
assignment results. We have made no other extraordinary assumptions specific to
this feasibility study. However, several important general assumptions have been
made that apply to this feasibility study and our studies of proposed hotels in
general. These aspects are set forth in the Assumptions and Limiting Conditions
chapter of this report.
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9. Statement of Assumptions and Limiting Conditions

13.

14.
15.

16.

17.

18.

19.

20.

21.

22.

This report is set forth as a feasibility study of the proposed subject hotel;
this is not an appraisal report.

This report is to be used in whole and not in part.

No responsibility is assumed for matters of a legal nature, nor do we render
any opinion as to title, which is assumed marketable and free of any deed
restrictions and easements. The property is evaluated as though free and
clear unless otherwise stated.

We assume that there are no hidden or unapparent conditions of the sub-
soil or structures, such as underground storage tanks, that would affect the
property’s development potential. No responsibility is assumed for these
conditions or for any engineering that may be required to discover them.

We have not considered the presence of potentially hazardous materials or
any form of toxic waste on the project site. We are not qualified to detect
hazardous substances and urge the client to retain an expert in this field if
desired.

The Americans with Disabilities Act (ADA) became effective on January 26,
1992. We have assumed the proposed hotel would be designed and
constructed to be in full compliance with the ADA.

We have made no survey of the site, and we assume no responsibility in
connection with such matters. Sketches, photographs, maps, and other
exhibits are included to assist the reader in visualizing the property. It is
assumed that the use of the described real estate will be within the
boundaries of the property described, and that no encroachment will exist.

All information, financial operating statements, estimates, and opinions
obtained from parties not employed by TS Worldwide, LLC are assumed true
and correct. We can assume no liability resulting from misinformation.

Unless noted, we assume that there are no encroachments, zoning
violations, or building violations encumbering the subject site.

The property is assumed to be in full compliance with all applicable federal,
state, local, and private codes, laws, consents, licenses, and regulations
(including the appropriate liquor license if applicable), and that all licenses,
permits, certificates, franchises, and so forth can be freely renewed or
transferred to a purchaser.
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23.

24.

25.

26.

27.

28.

29.

30.

31.

All mortgages, liens, encumbrances, leases, and servitudes have been
disregarded unless specified otherwise.

None of this material may be reproduced in any form without our written
permission, and the report cannot be disseminated to the public through
advertising, public relations, news, sales, or other media.

We are not required to give testimony or attendance in court because of this
analysis without previous arrangements and shall do so only when our
standard per-diem fees and travel costs have been paid prior to the
appearance.

If the reader is making a fiduciary or individual investment decision and has
any questions concerning the material presented in this report, it is
recommended that the reader contact us.

We take no responsibility for any events or circumstances that take place
subsequent to the date of our field inspection.

The quality of a lodging facility's onsite management has a direct effect on a
property's economic viability. The financial forecasts presented in this
analysis assume responsible ownership and competent management. Any
departure from this assumption may have a significant impact on the
projected operating results.

The financial analysis presented in this report is based upon assumptions,
estimates, and evaluations of the market conditions in the local and national
economy, which may be subject to sharp rises and declines. Over the
projection period considered in our analysis, wages and other operating
expenses may increase or decrease because of market volatility and
economic forces outside the control of the hotel’s management. We assume
that the price of hotel rooms, food, beverages, and other sources of revenue
to the hotel will be adjusted to offset any increases or decreases in related
costs. We do not warrant that our estimates will be attained, but they have
been developed based upon information obtained during the course of our
market research and are intended to reflect the expectations of a typical
hotel investor as of the stated date of the report.

This analysis assumes continuation of all Internal Revenue Servicetax code
provisions as stated or interpreted on either the date of value or the date of
our field inspection, whichever occurs first.

Many of the figures presented in this report were generated using
sophisticated computer models that make calculations based on numbers
carried out to three or more decimal places. In the interest of simplicity,
most numbers have been rounded to the nearest tenth of a percent. Thus,
these figures may be subject to small rounding errors.
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32.

33.

34.

It is agreed that our liability to the client is limited to the amount of the fee
paid as liquidated damages. Our responsibility is limited to the client; the
use of this report by third parties shall be solely at the risk of the client
and/or third parties. The use of this report is also subject to the terms and
conditions set forth in our engagement letter with the client.

Evaluating and comprising financial forecasts for hotels is both a science and
an art. Although this analysis employs various mathematical calculations to
provide value indications, the final forecasts are subjective and may be
influenced by our experience and other factors not specifically set forth in
this report.

This study was prepared by TS Worldwide, LLC. All opinions,
recommendations, and conclusions expressed during the course of this
assignment are rendered by the staff of TS Worldwide, LLC as employees,
rather than as individuals.
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10. Certification

The undersigned hereby certify that, to the best of our knowledge and belief:

35.  the statements of fact presented in this report are true and correct;

36. the reported analyses, opinions, and conclusions are limited only by the
reported assumptions and limiting conditions, and are our personal,
impartial, and unbiased professional analyses, opinions, and conclusions;

37.  wehave no present or prospective interestin the property thatis the subject
of this report and no personal interest with respect to the parties involved;

38.  we have no bias with respect to the property that is the subject of this report
or to the parties involved with this assignment;

39.  our engagement in this assignment was not contingent upon developing or
reporting predetermined results;

40.  our compensation for completing this assignment is not contingent upon the
development or reporting of a predetermined result or direction in
performance that favors the cause of the client, the attainment of a
stipulated result, or the occurrence of a subsequent event directly related to
the intended use of this study;

41.  ouranalyses, opinions, and conclusions were developed, and this report has
been prepared, in conformity with the Uniform Standards of Professional
Appraisal Practice;

42.  John Berean personally inspected the property described in this report;

43.  no one other than the undersigned prepared the analyses, conclusions, and
opinions concerning the real estate that are set forth in this report;

44.  John Berean has not performed services, as an appraiser or in any other
capacity, on the property that is the subject of this report within the three-
year period immediately preceding acceptance of this assignment;

45.  the reported analyses, opinions, and conclusions were developed, and this
report has been prepared, in conformity with the requirements of the Code
of Professional Ethics and the Standards of Professional Appraisal Practice
of the Appraisal Institute;

46. theuse of thisreportis subject to the requirements of the Appraisal Institute
relating to review by its duly authorized representatives; and
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47.  as of the date of this report, John Berean has not completed the Standards

and Ethics Education Requirements for Candidates of the Appraisal
Institute.

%’”’
John Berean
Director

TS Worldwide, LLC
State Appraiser License (HI) CGA-1422
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MANAGEMENT SUMMARY

Keala Pono Archaeological Consulting prepared a cultural and historical resources literature review
and field inspection report for the proposed Chinatown Hotel Project in Honolulu Ahupua‘a,
Honolulu District, on the island of O‘ahu, Hawai‘i. The project area located at TMK: (1) 1-7-002:013
and 050 is within the Chinatown Historic District and contains a historic building listed on the
Hawai‘i Register of Historic Places. This work was designed to identify any historic properties that
may be located on the parcels in anticipation of the proposed construction. The literature review,
which consisted of archival research, identified multiple LCA kuleana lots within the project area.
Also in the vicinity are fishponds, 1o‘i deposits, historic trash deposits, structural remnants, as well
as pre- and post-contact human burials. It is likely that similar historic properties may occur within
the study parcels. A field visit to the site was conducted, and no archaeological resources were
observed aside from the previously documented historic building. The parcels have been extensively
disturbed by modern use, with much of the project area paved. Nevertheless, because of the
occurrence of human burials and subsurface cultural remains in the nearby area, an archaeological
inventory survey is recommended.
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INTRODUCTION

At the request of ‘Ikenakea Development, Keala Pono Archaeological Consulting conducted a
literature review and field inspection in anticipation of the proposed Chinatown Hotel construction
at TMK: (1) 1-7-002:013 and 050 in Honolulu Ahupua‘a, Honolulu District, on the island of O‘ahu,
Hawai‘i. This work was designed to identify any historic properties that may be located in the project
area in anticipation of the proposed construction.

The report begins with a description of the project area and a historical overview of land use,
Hawaiian traditions, and archaeology in the area. Results of the literature review and field visit are
summarized, and recommendations are made in the final sections. Hawaiian words and technical
terms are defined in a glossary at the end of the document.

Project Location and Environment

The proposed Chinatown Hotel Project is located at 128 Nimitz Highway within the neighborhood
of Chinatown in Honolulu Ahupua‘a, Honolulu District, on the island of O‘ahu (Figures 1 and 2).
TMK: (1) 1-7-002:013 is a 25,617 square foot lot owned by C. Q. Yee Hop & Co, Ltd. and Yee Hop
Realty, Ltd. This parcel is currently used as a parking lot, and houses a historic building listed on
the Hawaii Register of Historic Places. TMK: (1) 1-7-002:050 is a 2,182 square foot lot owned by
Yee Hop Realty, Ltd. This is a long and narrow parcel that currently is used as an alley. The project
covers a total of 0.64 ac. and (0.26 ha) falls within the Chinatown Historic District, which requires
a Special District Permit. The project area is bounded to the north and south by retail buildings, to
the east by a small parking lot, and to the west by Nimitz Highway (Figure 3). The project area and
surroundings are highly developed.

The leeward coastal plain of Honolulu is comprised of a series of former reef and soils, along with
sediment deposits. These features include a late-Pleistocene coral reef substrate that is overlain along
the coast with calcareous marine beach sand, often by intermixed terrigenous sediments deposited
from streams and nearby slope erosion. Adjacent to streams there are alluvial sediments most of
which have originated from weathered volcanic bedrock and then subsequently deposited during
flood events. Former reef sediments (i.e., sands) are found along the coastal margin sometimes
extending inland onto the coastal plain (Clague 1998). Coastal terrigenous sediments originate on
land, later deposited along the coastal plain and these deposits may contain materials mixed with
marine sediments that include sands and rocks of the near-shore environment. The current Hawaiian
shoreline configuration, including Honolulu Harbor, is the product of late- and post-Pleistocene
rising sea levels (Stearns 1978; Macdonald et al. 1983) followed by a mid-Holocene rise in sea level
of roughly 1.5-2.0 m (4.9-6.6 ft.); and human landscape modification, much of which occurred
within the past 200 years since the arrival of Europeans and Americans to Hawai‘i.

The project area is relatively flat, and stands at an elevation of approximately 3 m (10 ft.) above
mean sea level (AMSL). It is approximately 60 m (200 ft.) from the coast at Honolulu Harbor.
Coastal Honolulu experiences an average of 700-750 mm (27.56-29.53 in.) of rain per year
(Giambelluca et al. 2013; Juvik and Juvik 1998:56). The most prevalent vegetation found within the
harbor area of Honolulu is of exotic origin. Originally this portion of the Honolulu coastal plain would
have supported a coastal dry plant community (Wagner et al. 1990:55), most of which would have
consisted of shrubs and grasses, along with a few Polynesian introduced taxa such a niu (coconult,
Cocos nucifera).

Soil survey data (Foote et al. 1972) places the project area predominantly on Ewa silty clay loam,
moderately shallow, 0-2% slopes (EmA) with the makai portion located on fill land, mixed (FL)



(Figure 4). According to the United States Department of Agriculture Soil Conservation Service soil
survey, these soils are described as:

Ewa silty clay loam, moderately shallow, 0-2%o slopes (EmA)

This series consists of well-drained soils in basins and on alluvial fans on the islands of
Maui and Oahu. These soils developed in alluvium derived from basic igneous rock. They
are nearly level to moderately sloping...Runoff is very slow, and the erosion hazard is no
more than slight. This soil is used for sugarcane, truck crops, and pasture (Foote et al.
1972:29-30).

Fill land, mixed (FL)

This land type occurs mostly near Pearl Harbor and Honolulu, adjacent to the ocean. It
consists of areas filled with material dredged from the ocean or hauled from nearby areas,
garbage, and general material from other sources...This land type is used for urban
development including airports, housing areas, and industrial facilities (Foote et al.
1972:31).

Also near the project area are Kaena clay, 2-6% slopes (KaB) and Makiki clay loam 0-2% slopes
(MKA). The nearby Nu‘uanu Stream exiting into the harbor is shown as Water (W).

The project

The Chinatown Hotel development consists of a 240 guest room lifestyle hotel that includes two
food and beverage outlets, 134 parking spaces, a meeting space, a sky lobby, gym and spa, lanais, a
museum, a public plaza, and a rooftop swimming pool with a bar and restaurant. The historic
building on the property is listed on the Hawaii Register of Historic Places and is part of the
Chinatown Historic District. This historic building along with the warehouse, which is also on the
parcel will be retained and incorporated into the plans for the new hotel. The historic building is
slated for restoration and will be brought back to its original condition including exposing the
original basalt rock wall exterior. Of the 25,617 square ft. lot, there is 4,488 square ft. of existing
improvements. The hotel will be 16 stories, which is roughly 200 ft. in height.
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Legend v | e g g
[ Proiectarea soil Dt MkA t\ ~ "‘.‘*L:‘-‘ oG %
V)

EmA | KaB w 0 100 200 400 600 800 1,000
B e [0 e [ 0 N

Figure 4. Map of project area soils (data from Foote et al. 1972).



BACKGROUND RESEARCH AND FIELD VISIT

This chapter presents traditional and historic background information for the project region,
including place names, Hawaiian proverbs and mo‘olelo, land use, Mahele land tenure data, historic
maps and photos, a discussion of the history of the harbor, and a summary of previous archaeological
research. In the attempt to record and preserve both the tangible (e.g., traditional and historic
archaeological sites) and intangible (e.g., mo‘olelo, ‘Glelo no‘eau) culture, this research assists in the
discussion of anticipated finds. Research was conducted at the Hawai‘i State Library, the University
of Hawai‘i at Manoa libraries, the SHPD library, and online on the Waihona ‘Aina database and the
State of Hawai‘i Department of Accounting and General Services (DAGS) website. Historical maps,
archaeological reports, Mahele data, and historical reference books were among the materials
examined.

Mo‘olelo and Traditional Land Use in Honolulu

There are a number of traditional Hawaiian sources that describe or name locations within coastal
Honolulu and Honolulu Harbor. These provide insights into the manner in which these places were
viewed and remembered. Legendary accounts identify events and people formerly associated with
Honolulu.

While there is some discussion over the origin of the name Honolulu as either the Hawaiian
translation of the given English name “Fair Haven” or “Calm Harbor” which describe the harbor, or
the name of a high chief (Westervelt 1915:15), around the early 1800s, the area known as Kou was
re-dedicated and given its existing name. Extending from what is now near the junction of Liliha
and School Streets, the literal translation of “Honolulu” can be broken down to hono, meaning
“abundance” and lulu meaning “calm” or “peace,” with the definition describing the district as
having an “abundant calm, or “a pleasant slope of restful land” (Westervelt 1915:14). Early names
for Honolulu Harbor include Kou and Mamala.

Kou consisted of the area from Nu‘uanu Avenue to Alakea Street and the land makai of Hotel
Street, which encompasses the current study area (Westervelt 1915:15). Kou is also said to be named
for the ilamuku (executive officer) of O‘ahu, Chief Kakuhihewa (Pukui et al. 1974:117-118). The
area was a noted gathering place for ali‘i to enjoy konane (pebble checkers) and ‘ulu maika
(bowling), a place where “property and even lives were freely gambled away” (Westervelt
1915:17). Kou’s ‘ulu maika track was a hard, smooth track about 3.5 m (12 ft.) wide which extended
from the corner of Merchant and Fort Streets, currently the Bank of Hawai‘i Building, along the
makai side of Merchant Street to beyond Nu‘uanu Avenue. It is also believed that Kamehameha |
used this “ulu maika track (Westervelt 1915:17).

Named in honor of a shark woman and chiefess residing at the entrance to Honolulu Harbor, the
area known as Mamala extended from the ‘Ewa side of Honolulu Harbor to Pearl Harbor. The surf
break at the reef was also named after the shark chiefess and was called Ke Kai 0 Mamala (Pukui
et al. 1974:106, 144). When the surf was high, it was known as “Ka-nuku-o-Mamala” or “The nose
of Mamala” (Westervelt 1915:52). Chiefess Mamala loved to play konane, drink ‘awa and ride the
surf in the area. Mamala’s first husband was the shark-man Ouha, who, after becoming a shark-
god, made his home outside the reefs of Waikiki and Koko Head. Mamala’s second husband,
chief Honokaupu, was given that land east of Kou, which afterward took on tte name of its chief
(Westervelt 1915:15). This area of Honokaupu, believed to be near present-day Richards and Queen
Streets, was a noted place for ali‘i to engage in ‘ulu maika games (Westervelt 1915:17).



Within Kou was the area of Pakaka. Literally meaning “to skim, as in stones over water” (Pukui et
al. 1974:175), Pakaka was the name of the canoe landing at Honolulu Harbor and was also known
for Pakaka Heiau, which stood on the western side of the foot of Fort Street. Built before the time
of Kakuhihewa, Pakaka was later “owned” by Kina‘u, the mother of Kamehameha IV, V, and
Victoria Kamamalu. For centuries preceding, this heiau served as an important meeting place for
kahuna (Westervelt 1915:21). Liholiho, Kamehameha Il, built a palace complex in this area in 1821,
possibly on the old Pakaka Heiau platform. The wharf at Pakaka may also have been part of the
original heiau complex. Klieger (1997:15-16) has suggested that the Pakaka Palace complex may
have lasted until around 1826, when a new royal compound was built for Kamehameha I11 within
the town of Honolulu, near the modern junction of Alakea and Beretania Streets.

In 1816, the Honolulu Fort called Kekuanohu, was also built in this area. The fort was demolished
in 1857 and the material from the wall was used to build a waterfront retaining wall (Pukui et al.
1974:107), which was then filled in to create new land, called the Esplanade.

Place Names

Place names for coastal Honolulu and neighboring locations are presented in Table 1. They include
names of ahupua‘a, wahi pana, and various natural landforms that likely served as landmarks,
including ridges, streams, gulches, mountain tops, springs, and coastlines. The names are presented
here alphabetically and these doubtless do not exhaust the total. Sources consulted for these names
include historical and contemporary maps land award indices, a portion of the related testimonies,
and archaeological and historical reports.

In addition to their literal meanings, which often reflect the setting or events, or individuals
associated with them, place names serve as toponyms. As Thornton (1997:209) notes “Places names
are.... [i|nteresting...because they intersect three fundamental domains of cultural analysis:
language, thought, and the environment.” They can record and preserve aspects of history, not only
by their associated archaeological or material remains but also through the events and stories said to
be associated with a given place (Basso 1988). Place names inform not only on the structure and
content of the physical environment but also how it is perceived, conceptualized, classified, and
utilized (Thornton 1997:209). By virtue of their physical nature, they are applied to locations on the
landscape and serve to promote and prompt mental maps, especially when other place names
associated with other locations provide relational, hierarchical, or directional information (Basso
1988). Thus, place names can be a spatial means for remembering or memorializing events, people,
or other kinds of things on a landscape. It may be possible to reconstruct or identify aspects of
traditional Hawaiian land use and social organization from these names.

‘Olelo No‘eau

Traditional proverbs and wise sayings, also known as ‘dlelo no‘eau, are another means by which the
history of Hawaiian locales have been recorded. In 1983, Mary Kawena Pukui published a volume
of close to 3,000 ‘Glelo no‘eau that she collected throughout the islands. The introductory chapter of
that book reminds us that if we could understand these proverbs and wise sayings well, then we
would understand Hawai‘i well (Pukui 1983).

Numerous ‘6lelo no‘eau reference coastal Honolulu and the areas surrounding Honolulu Harbor.
‘Olelo no‘eau relevant to the area provide useful insight into the landscape, subsistence, and local
resources. They are as follows:



Table 1. Traditional Place Names for Coastal Honolulu (partly adapted from O’Hare 2013:11-12)

Place Name Description ~ Notes Sources

Apua mo‘o Located below Queen Street. Land Soehren 2010; GR 26
awards: RPG 2706 to Eliz. Kauwa, 0.17
acre. PEM: fish basket.

Halai‘imaile place Area in downtown Honolulu near the Soehren 1910; Pukui et al.
present Library, former name of the 1974:39; IN 342; Metcalf
palace grounds and the home of Boki 1847

and Liliha and other royalty. Land
Awards: LCAw 191:2 to Kekauonohi
for Haalelea, 0.50 acre house lot. PEM:
lit., maile vines strewn

Hale Kauwiila  place Coastal property due east of Fort Metcalf 1847
Honolulu.
Honolulu ahupua‘a Refers generally to the Honolulu McAlister 1933:80; Pukui

Harbor, but other names included Kou et al. 1974:49-50; Soehren
and Mamala. Honolulu is recognized as  2010; Westervelt 1915;
an ahupua‘a containing numerous ‘ili MB 8,9

and numerous land were claimed. Said

to be bounded by Kapalama, by Makiki,

and Nu‘uanu Valley. Westervelt

(1915:14) suggests the terms reflects the

union of the words “hono” and “Iulu”.

“The old Hawaiians say that ‘Hono’

means ‘abundance’ and ‘lulu’ means

‘calm,’ or ‘peace,” or ‘abundance of

peace.” PEM, lit., protected bay.

Honuakaha ‘ili “@ina Old section of Honolulu near Pukui et al. 1974: 51; IN
Kawaiaha‘o cemetery. 707, NR 3:136; Monsarrat
1897
Iwilei ‘ili ‘aina Coastal section to west of Nu‘uanu Pukui et al. 1974; Soehren

Stream. Land Awards: LCAw 3142 to 2010; Metcalf 1847-49
Hoaliku: "Apana 3. He kahuahale iloko
o lwilei, Kapalama... Apana 4. Ekolu
puuone iloko o Iwilei, Kapalama..." 2.20
acres. LCAw 1034 & 8400 to Kapauahi:
"Apana 1. Pahale ma Iwilei, Lele o
Kalawahine..." 0.659 acre. Also LCAw
808 to Kalaeloa, 918 to Upai, 8322 to
Kamakena, all of which are placed in
Honolulu, not in Kapalama. Claim no.
2040 by Kahahawai for “he wahi Kai...
ma” PEM: collarbone or a unit of
measurement. Ka ili o Kalawahine o
lwilei ke kai was not awarded.

Kaakaukukui kohola, reef Filled in reef, Honolulu Harbor, the land  Pukui et al. 1974: 59; Pukui
section at coast makai of Kawaiaha‘o et al. 1974; Soehren 2010;
Cemetery, with lots of salt pans and the ~ Covington 1881
Leper Hospital. Lit., the right (or north)
light




Table 1. (continued)

Place Name Description Notes Sources
Koholaloa; alt. kohola, reef Old name for Sand Island, the bay and the Pukui et al. 1974:115;
Kaholaloa, reef area to the east of Nu‘uanu Stream and Covington 1881
Kulolola Kawa Pond PEM: long reef.
Kaka‘ako ‘1li ‘aina Land Awards: LCAw 4457 to Kaloa, 0.48 Pukui et al. 1974:115;
acre. Also LCAw 247 to Lunalilo, 2019 to Soehren 2010; IN 711;
Pupule, 3455 to Kaule for Liliha. Claim no. NR 5:482; Monsarrat
8047 by Ehu was not awarded. PEM: not 1897
translated.
Kapu‘ukolo ‘ili ‘aina Old section of Honolulu bounded by the Pukui, et al. 1974,
mouth of Nu‘uanu Stream and Honolulu Soehren 2010;
Harbor, depicted on reconstructed 1810 map ~ Rockwood and Barrére
of Honolulu. Land Awards: LCAw 2944Bto  1959; Metcalf 1847;
Akoni, 0.03 acre. Also LCAw 22 to G. Monsarrat 1897
Kawaina, 22 to Weloula for heirs, 28 to
Keaniani, 30 to Kahoowaha, 57 to Kou, 66 to
Napahi, 151 to Nauoo, 256 to Kulukini, 548
to Kinopu, 1039 to Kamanu, 2065 to Keo for
Kawai, 2944 to P. F. Manini, 6685 to
Mokuohai. Claim no. 8644 by Kawai was not
awarded.
Kawa Pond loko When this wall [on the Waikahalulu Reef at Soehren 2010;
the foot of Maunakea Street] was built the Monsarrat 1897; Wall
wall of the Loko called ‘Kawa’ was taken 1891; Alexander 1908
down and the size of the Loko reduced.
Located in the vicinity of the present Awa
Street, Iwilei. PEM: dive; leaping place.
Kewalo place Basin and surfing area. Lit., the calling (asan  Pukui et al. 1974:109;
echo) Thrum 1892
Kikihale ‘ili “@ina Old section of Honolulu bordered by Mauna-  Pukui et al. 1974:110;
kea and King Streets to Nu‘uanu Stream, Metcalf 1847;
depicted on reconstructed 1810 map of Monsarrat 1897
Honolulu. Said to be named for the daughter
of Chief Kou. Land awards: LCAw 3 to
Kaapuiki for Keomailani, 0.89 acre. Also
LCAw 36 to Napoeha, 100 to Hoomoeapule,
128B to Kekoa, 136 & 137 to Maalahia, 606
to Haula for Kaou, 686 to Naeole, 1043 to
Kamakahonu, 9003 to Kahoomana. Also
RPG 25, 39, 50, 55, 1755, 3164. PEM: not
translated.
Kou Likely once Kou is said to be the original place name for Pukui et al 1974:117-
an ‘ili the Honolulu Harbor area, “...including the 118; Soehren 2010

area from Nu‘uanu Avenue to Alakea Street
and from Hotel Street to the sea, noted for
konane (ancient game resembling checkers)
and for ulu maika (bowling), and said to be
named for the executive officer of Chief
Kakuhihewa of O‘ahu” (Pukui et al.
1974:117-118). PEM: kou tree, Cordia
subcordata.
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Table 1. (continued)

Place Name

Description

Notes

Sources

Kuloloia

Kawili

Mamala

Nihoa

Nu‘uanu

kahakai,
beach

‘ili ka

kii‘ono, bay

land section

kahawai,
stream

Former beach near the shoreline edge of
Fort Street, extending to Kaka‘ako (Pukui
et al. 1974:121) said to be the home of
several chiefesses related to Ka‘ahumanu,
Keoptiolani, and Kalaniakua.

Coastal section to west of Nu‘uanu
Stream. Returned by Kamamalu, retained
by the Gov. as Fort Land at the Mahele.
Land Awards: LCAw 12FL to
Kahoowahaloa, 0.87 acre. Also LCAw
9FK, 27FL, 61FL, 63FL, 64FL, 65FL,
66FL, 76FL, 77FL, 80FL, 81FL, 82FL,
83FL, 591, 826, 1089, 1284, 2333,
2440B. PEM: lit, stand swirling.

Avrea extending from Honolulu Harbor to
Pearl Harbor named for a shark woman
who lived at the entrance of Honolulu
Harbor and often played konane. She left
her shark husband, ‘Ouha, for
Honoka‘upu. ‘Ouha then became the
shark god of Waikiki and of Koko Head
(Pukui et al. 1974: 106). In the song Na
ka Pueo, the Pueo-kahi was a ship named
for a place near Hana, Maui, named for a
pueo kupua (owl demigod). Honolulu
harbor was called Mamala.

Nihoa was the waterfront area in
downtown Honolulu formerly owned by
Ka‘ahumanu and named by her in honor
of her visit to Nihoa Island (‘T‘T
1959:166). This area had a sandy beach
where natives could land and pull up their
canoes on shore. In the early nineteenth
century, Western ships were also beached
here for mooring and repair. In the time
of Kamehameha I, “the shore at Nihoa . .
. was a shipyard where foreign style
vessels were being made by Hawaiians
under the tutelage of whites” (‘I‘1
1959:64). PEM: firmly set.

Stream rises at about 1100 ft. elevation, is
dammed at 1038 ft. to form Nu‘uanu
Reservoir 4, then flows along eastern side
of Nu‘uanu Valley to Honolulu Harbor.
PEM: cool height

Rockwood and Barrére
1959

Soehren 2010; MB 6,215;
IN 46,724; Metcalf 1847

Pukui et al. 1974: 106;
Rockwood and Barrere
1959; USGS 1953

Pukui et al. 1974; Soehren
2010; MB 165; Rockwood
and Barrere 1959

Soehren 2010; USGS
1953
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Table 1. (continued)

Place Name Description ~ Notes Sources
Pakaka alt. heiau, Pakaka was the name of a coastal point, a Pukui et al. 1974:175;
Honolulu Fort fortress, canoe landing, the name of a wharf built Soehren 2010;
canoe off the point in 1827, and the name of a McAllister 1933:8
landing heiau previously built on the point. In

1816, the Honolulu Fort (papi) called
Kekuanohu, was also built in this area. In
1857 the fort was torn down and the
building materials used to create a
retaining wall (Pukui et al. 1974:30), Site
66. Honolulu... The famous temple of
Honolulu was Pakaka, located at the foot
of Fort Street. (McAllister 1933). PEM: to
skim, as stones over water.

Pamoo land section, Metcalf 1847

poss. mo‘o
Pulakolaho, alt.  ‘ili ka Adjacent to Honolulu Harbor near Custom  Soehren 2010; MB 17;
Pualoalo House. Land Awards: Retained by I. Piikoi  IN 727; Metcalf 1847

at the Mahele, LCAw 10605:1, 12.02
acres. Also LCAw 10613 to A. Paki, 809
to Keoahu, 2 to Robert Kilday. PEM: short
for pua aloalo, hibiscus flower.

Waikahalulu ‘ili ko Located north of Honolulu Harbor; the Alexander 1885;
seaward portion of Waikahalulu was 1908:19; Soehren 2010;
awarded to the Government by LCAw Metcalf 1847

11,219 as submerged land, but disputed by
Queen Kalama. See Honolulu Harbor and
Waikahalulu Reef. Land Awards: Retained
by H. Kalama at the Mahele, LCAw
4452:11, 3.21 acres. Also LCAw 727, 935,
942, 1154, 1155, 1161, 1162, 1163, 1286,
1612, 1726, 9119. Claims no. 1348 by
Kapohaku, 1610 by Kaiai, 1611 by
Kahiwa were not awarded. PEM: lit.,
water [of] the roaring.

Abbreviations used: AB: Awards Book, Land Commission; GR: Index of All Grants, Part Index; IN: Indices of
Awards, Land Commission; FR: Foreign Register, Land Commission; FT: Foreign Testimony, Land Commission;
LCAw: Land Commission Award; MB: Mahele Book; NR: Native Register, Land Commission; NT: Native
Testimony, Land Commission; PEM: Pukui, et al. 1974; RM: Registered Map; RPG: Royal Patent Grant No.

Honolulu

This term would eventually be used to refer to the town and city of Honolulu. It likely originally
meant “protected bay” referring primarily to the harbor (Pukui et al. 1974:49-50).

Ho‘a ke ahi, ko‘ala ke ola. O na hale wale no ka i Honolulu; o ka ‘ai a me ka i‘a i Nu‘uanu.

Light the fire for there is life-giving substance. Only the houses stand in Honolulu; the
vegetable food and meat are in Nu ‘uanu.
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An expression of affection for Nu‘uanu. In olden days, much of the taro lands were found
in Nu‘uanu, which supplied Honolulu with poi, taro greens, ‘o ‘opu, and freshwater shrimp.
So it is said that only houses stand in Honolulu. Food comes from Nu‘uanu. (Pukui
1983:109)

Ka la ikiiki o Honolulu.
The intensely warm days of Honolulu.
People from the country often claim that Honolulu is excessively warm. (Pukui 1983:154)

Ka ua Kukalahale o Honolulu.
The Kukalahale rain of Honolulu.

The rain that announces itself to the homes by the pattering it makes on the roofs as it falls.
Often mentioned in songs. (Pukui 1983:170)

Kou

This term may be an older name for the harbor area. Kou refers to a native wood (Cordia
subcordata), used for cups, dishes, and calabashes (Pukui and Elbert 1986:167).

Hui aku na maka i Kou.
The faces will meet in Kou.

We will all meet there. Kou (now central Honolulu) was the place where the chiefs played
games, and people came from everywhere to watch. (Pukui 1983:120)

Haha po°ele ka papa‘i o Kou.
The crabs of Kou are groped for in the dark.

Applied to one who goes groping in the dark. The chiefs held konane and other games at
the shore of Kou (now central Honolulu), and people came from everywhere to watch.
Very often they remained until it was too dark to see and had to grope for their companions.
(Pukui 1983:50-51)

Ke awa la‘i Iulu o Kou.
The peaceful harbor of Kou.
Honolulu Harbor (Pukui 1983:182)

Ola ke awa o Kou i ka ua Wa‘ahila.
Life comes to the harbor of Kou because of the Wa ‘ahila rain.
It is the rain of Nu‘uanu that gives water to Kou (central Honolulu). Pukui (1983:272)

Mamala

Malama refers to the entrance to Honolulu Harbor that was named for a shark goddess.

He kai hele kohana ko Mamala.
A sea for going naked is at Mamala.

The entrance to Honolulu Harbor was known as Mamala. In time of war the people took
off their clothes and traveled along the reef to avoid meeting the enemy on land. Pukui
(1983:74)
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Ka nuku o Mamala.
The mouth of Mamala.

The entrance to Honolulu Harbor, named for a shark goddess who once lived in the vicinity.
(Pukui 1983:163)

Ke kai ‘au umauma o Mamala.
The sea of Mamala, where one swims at the surface.
Mamala is the entrance to Honolulu Harbor. (Pukui 1983:185)

Na ‘ale kuehu o Mamala.
The billows of Mamala with wind-blown sprays.
Mamala is the entrance to Honolulu Harbor. (Pukui 1983:185)

Ka i‘a maunu lima o Kuloloia.
The hand-baited fish of Kuloloia.

Small eels (piihi ‘0ilo) that were caught by placing bait on the open palm of one hand with
the fingers held wide apart. When the eels came up to take the bait, the fingers were
clenched into a tight fist, grabbing the eels tightly by the heads. (Pukui 1983:149)

Makani, Ua, and Au (Wind, Rain, and Weather)

With their lives closely connected to the natural environment and physical surroundings, Hawaiian
winds and rains were individually named and associated with a specific place, region or island. These
wind and rain names can offer further insight to cultural traditions and beliefs of the area.

There are several notable winds and rains named within Honolulu. Kikala-hale is a wind of
Honolulu (Pukui and Elbert 1986). The on-shore sea breeze blowing through Mamala and Honolulu
is known as ‘Ao‘aoa or ‘Aoa (Nakuina 1992:54; Pukui and Elbert 1971:KR-1). A north wind of
Honolulu is named Mooae. Muululu is another wind of Honolulu (Bishop Museum Archives:1342)
whose name may be translated as “chilled,” or mii‘ululii (Pukui and Elbert 1971:236). The Ki‘owao
rain comes from uplands “drenching the blossoming plants” (Kamakau 1992:6). Other winds
associated with Honolulu are Ala‘eli, Kolo pu‘epu‘e or K& momona (Pukui and Elbert 1986).

The previously mentioned wind Kikala-hale, is also the name of a rain which is described as
announcing “itself to the homes by the pattering it makes on the roofs as it falls” (Pukui 1983:170).
A beneficial rain of Manoa and Nu‘u-anu is Wa‘ahila which is said to give water to Kou (Pukui
1983:272). Kui‘ilima is also a rain of Honolulu (Pukui and Elbert 1986). Kukalahale of Honolulu
was mentioned in a song called He Aloha né ‘O Honolulu that was written by Lot Kauwe:

Goodbye Honolulu He aloha no ‘o Honolulu
In the Kiukalahale rain | ka ua Kikalahale
Mamala, the entrance of Honolulu Harbor Ka nuku a‘o Mamala
Lies behind ‘AU a ‘e nei mahope
Ahead Kau mai ana mamua
The shady groves of Lele Ka malu ‘ulu a‘o Lele
Lighthouse is always burning Kukui ‘a‘a mau

And not extinguished by the Kaua‘ularain  Pio ‘ole i ke Kaua ‘ula

(Kauwe 2011)
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Mo‘“olelo

Two mo‘olelo are presented below that are relevant to the Honolulu Harbor area. These include the
story of ‘Ai‘ai, who established the practice of building fishing ko‘a, and an account of Hi‘iaka’s
travels through the area.

The Story of ‘Ai‘ai

An insightful mo‘olelo referring to Kaka‘ako is found within “The Story of ‘Ai‘ai,” the son of the
fish god of Hawai‘i, Ku‘ula. While there may be several versions of the same mo‘olelo, the following
summary is based on M.K. Nakuina’s version of the story which was translated by Moke Manu and
can be found in Thomas G. Thrum’s Hawaiian Folk Tales (Thrum 1998).

Presiding over and controlling the fish of the sea, Ku‘ula had a human body and had miraculous
power (mana kupua) over fish and was known to be able to make fish appear at the sounding of his
call (Thrum 1998:215). His son, Aiai-a-Ku-ula (Aiai of Ku‘ula), is noted as establishing fishing
shrines on land, where fishermen were obliged to offer their first catch in reverence of the powerful
demi-god, Ku‘ula (Thrum 1998:227). Traveling throughout the Hawaiian Islands erecting ko‘a ‘@ina
‘aumakua (fishing shrines), ‘Ai‘ai made his way to Kalia and Kaka‘ako. There, he befriended a man
named Apua and lived with him in this district governed by the chief named Kou, a very skilled aku
fisherman and generous chief, whose territory extended from Mamala to Moanalua, including
Pakaka at the sea of Kuloloia, as well as the place called Ulukua, which is now the lighthouse
location of Honolulu Harbor (Thrum 1998:247).

One day while living with Apua in Kaka‘ako, ‘Ai‘ai meandered to the shores of Kuloloia, then to
Pakaka and Kapapoko, and met a young woman named Puiwa who was gathering limu and fishing
for crabs. Puiwa, acting in a very forward way, asked ‘Ai‘ai to marry her and the two were married
and had a son whom ‘Ai‘ai named Puniaiki. One day while ‘Ai‘ai and his wife were catching ‘o‘opu
and ‘Opae in a brook, Puniaiki, who was sitting upon the bank of the stream, began to cry. Advising
his wife to attend to the child’s cries, Puiwa saucily responded, enraging ‘Ai‘ai. Calling upon his
powerful ancestors, ‘Ai‘ai manifested a dark cloud which created heavy rains that flooded the
stream, sweeping the ‘o‘opu, ‘Opae, and Puniaiki toward the sea. Downstream, the daughter of chief
Kikihale found a very large ‘o‘opu which she watered and put in a calabash to care for as a pet.
Seeing the fish being taken out of the water, Ai‘ai recognized that his child had changed from his
human form to that of an ‘o‘opu. Raised as an ‘o‘opu, Puniaiki developed into a human child and
went on to marry the chief’s daughter, and continued to establish fishing ko‘a, with the Kou stone
for Honolulu and Kaumakapili.

Ka‘akaukukui

The area of Ka‘akaukukui associated with Honolulu Harbor is mentioned in the legend of Hi‘iaka,
one of the beloved sisters of the Hawaiian volcano goddess, Pele. Traveling around O‘ahu on land,
Hi‘iaka and her companions decided to voyage from Pu‘uloa (Pearl Harbor) to Waikiki by canoe.
At Pu‘uloa, Hi‘iaka met a party who were planning on traveling on to the house of the chiefess
Pele‘ula in Waikiki. Hi‘iaka recited a chant, telling the people that, although they were going by
land and she was going by sea, they would meet again in Kou.

One portion of the chant refers to Ka‘akaukukui as the “pool,” possibly referencing the salt ponds
of the area (Ho‘oulumahiehie 2006a:277; Ho‘oulumahiehie 2006b:297):

And what of me, O Honoka‘upu, my love A pehea la au, e Honoka ‘upu, ku ‘u aloha
Upon the crest of the surf at Uhi and ‘Oa | ka welelau nalu kai 0 Uhi, 0 ‘Oa
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Eyes in the living realm (night) of oblivion
Where am I, O my love

Kou is the coral flat

Ka‘akaukukui is the pool

Some ‘alamihi indeed

Wait all day until night

Friends shall meet in Kou.

And what of me, O Honoka‘upu, my love
Upon the crest of the surf at Uhi and ‘Oa

Yes in the living realm (night) of oblivion
Where am |, O my love

Kou is the coral flat

Ka‘akaukukui is the pool

Some ‘alamihi indeed

Wait all day until night

Friends shall meet in Kou.

‘O na makai ke ao (po) o poina
Ma hea /a wau, € ke aloha la

‘O Kou ka papa

‘O Ka ‘@kaukukui ka loko

‘O ka ‘alamihia ‘e no

‘O ka la apo iho

Hui aku i Kou na maka.

A pehea la au, e Honoka ‘upu, ku ‘u aloha
| ka welelau nalu kai o Uhi, 0 ‘Oa
‘O na makai ke ao (po) o poina
Ma hea la wau, e ke aloha la

‘O Kou ka papa

‘O Ka ‘akaukukui ka loko

‘O ka ‘alamihia ‘e no

‘O ka la a po iho

Hui aku i Kou na maka.

Historic Honolulu

Sources of information that help to reconstruct the history of coastal Honolulu during the historic
era include historic maps, drawings, photographs, unpublished historic documents (e.g., land
testimonies), and accounts from both Hawaiians and European voyagers. These can be sorted into
three periods: the early 19" century until about 1840, the mid-19'" century between 1840 and 1870;
and the late 19" century. During the earliest interval, Honolulu and its harbor retained much of the
traditional Hawaiian settlement pattern but with a few introduced features (such as Fort Honolulu).
Mid-century Honolulu was a time of substantial change, with the Mahele and conversion of land
ownership to fee simple. European and American residents of Hawai‘i were awarded property or
purchased lots soon after this division of land. The coastline was the focus of considerable building
and dredging of the reef and passage into the harbor proper. Finally, in the late 19" century, Honolulu
became a fully urban city with streets and other infrastructure, such as piers, that are still
recognizable today.

Early 19t Century Accounts and Maps

As Fitzpatrick (1986) noted, in the early 19" century Honolulu Harbor and the nearby coastal
settlement did not resemble the semi-urbanized town that it would become by the middle of the
century. The Russian explorer, Otto von Kotzebue was apparently the first European visitor to map
south O‘ahu including Honolulu Harbor, the nearby houses, and a variety of production features
such as fields, fishponds, and salt ponds. The original harbor was quite small, narrow, and curved,
fed by water from Nu‘uanu Stream. With the development of regular trade and when Kamehameha
I moved the royal residence to Honolulu, the harbor took on increasing importance as fresh food and
water needed to be replenished. Piers or wharves also became important infrastructure to support the
sandalwood trade, including trade with China, as well as the whaling industry.

Historical reconstructions suggest the harbor was about 200 ft. wide, and nearly 4,000 ft. long.
Portions of the coral reef were exposed at low tide and at its deepest it may have extended to 30 ft.
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(HDOT 2008). Western ships were unable to sail into the harbor because the passage created by the
outflow of Nu‘uanu Stream was narrow. Alexander (1908:13) stated that when Otto von Kotzebue
visited the harbor in 1815, his ship was towed in by eight double-hulled canoes. By 1809,
Kamehameha | moved his capital to Honolulu, and with that a number of Hawaiian and western
style buildings were established, for housing, commercial activity, and for storage.

There are a few renderings based on original maps and later descriptions by Native Hawaiians for
Honolulu in the first two decades of the 19" century. The first of these are sketch maps of Honolulu
ca. 1810, one developed by Paul Rockwood based on descriptions by the noted Hawaiian historian
John Papa ‘I‘1 (Figure 5). The plan view outline of the harbor is shown along with a number of
named areas, houses and other structures, along with fields. At the south end of the harbor was
Pakaka Point, where there was a large heiau, later to be replaced by the construction of Fort
Honolulu. A small wharf was in this area. A number of streets are already in place by this time
including Maunakea Street near the project area.

The Rockwood map also shows a shipyard on the west side of the harbor and a house complex
associated with Francisco de Paula Marin, a Spaniard who arrived in the Hawaiian Islands in 1793
or 1794 and who quickly became a confidante of Kamehameha. He recorded in his journal, “...in
the end of 1809 and beginning of 1810 I was employed building a stone house for the King” (Gast
and Conrad 1973:200).

Marin notes this was the first stone structure in Honolulu, which at that time was:

...a village of several hundred native dwellings centered around the grass houses of
Kamehameha on Pakaka Point near the foot of what is now Fort Street. Of the 60 white
residents on Oahu, nearly all lived in the village, and many were in the service of the king.
(Gast and Conrad 1973:29)

There is a second reconstruction of Honolulu from this same time (Klieger 1997) that shows much
more detail, such as a canoe landing and a complex that included Pakaka Heiau located just west of
the fort (Figure 6). The “wharf” appears to be a rocky landing on the southwest edge of the harbor.

In 1816 the Russian commander Otto von Kotzebue visited the Hawaiian Islands over a two-year
period. He produced a number of documented observations:

The harbor did not appear as a sheltered basin but rather opened directly to the ocean through a reef
that had been cut by Nu‘uanu Stream, on the western end of the harbor. Kotzebue’s map depicts
major features of the landscape, but also a number of cultural features such as fishponds, what appear
to be ponded fields as well as dryland fields, salt pans, Fort Honolulu, and what appear to be trails.

Kotzebue describes this area (as translated in Fitzpatrick 1986:50):

Close to the shore you see verdant vallies adorned with palm and banana-trees, under which
the inhabitations of the savages lie scattered; behind this, the land gradually rises, all the
hills are covered with a smiling verdure, and bear the stamp of industry.

Kotzebue goes on to say (as translated in Fitzpatrick 1986:51):

Artificial taro fields, which may justly be called taro lakes, cited my attention. Each of
them forms a regular square of 160 feet, and is enclosed with stone all round like our basins.
This field, or rather pond....contained two feet of water... of which the taro is planted, as
it does not thrive except in such a wet situation... The fields are gradually lower, and the
same water which led from an elevated spring or rivulet, can water a large plantation.
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He also notes:

In the spaces between fields, which are from three to six feet broad, there are very pleasant
shady avenues, and on both sides banana and sugar-canes are planted. The taro fields afford
another advantage; for the fish which are caught...thrive admirably when put into them.
(Fitzpatrick 1986:51)

And as for houses, Kotzebue went on to note:

These are scattered in a seemingly random manner and connected by meandering paths,
but all in a band that parallels the shoreline. There was the stone house of Francisco Paula
de Marin and a fort. (Fitzpatrick 1986: 51)

Fort Honolulu is described by Kotzebue (in Fitzpatrick 1986:52) as:

The fort in the back-ground of the harbor of Hanarura [Honolulu], which Mr. Young has
erected...is merely a dry brick wall, without bastions or towers, and without ditches...The
fort itself is nothing more than a square, provided with embrasures; the walls are two
fathoms high, made of coral stone.

Kotzebue also described fishponds, one of which, probably Kawa Fishpond, was located on the

northwest side of Honolulu Harbor:

In the same manner as they here keep river-fish, they manage in the sea with sea-fish, where
they sometimes take advantage of the outward coral reefs, and draw from them to the short
a wall of coral stone, which makes, even in the sea, good reservoirs for fish. Such a
reservoir costs much labour, but not so much skill as the taro field, where both are united.
(Fitzpatrick 1986: 51)

Along with the fort, Honolulu had a few other non-traditional structures and features, including the
stone house reportedly occupied by Francisco Paula de Marin, often referred to as “Manini.” Marin’s
residence was located just south of the current project area. A map by Tabulevich (1819) displays
the home of Marin, shown as a white stone house, in what is now downtown Honolulu (map not
reproduced here because of copyright). There is another European-style building that sits on the
large wharf adjacent to Fort Honolulu. This map, like others of this time period, continues to show

traditional Hawaiian housing dispersed across the Honolulu coast and a bit inland.

In 1819, a French ship commanded by de Freycinet arrived in the Hawaiian Islands whereupon he

observed:

The port of Onorourou [Honolulu], generally frequented today by all the European vessels
that come to the islands, is without doubt the most favorable location with respect to shelter,
commerce, and resources for the supply of ships. The town of Onorourou is located on a
large, flat plain. It is on the shores of a bay of the same name. The houses, similar to the
most part to those of Owhyhi [Hawai‘i] and of Mowi [Maui], are however interspersed
with a certain number of houses built of stone that belong for the most part to Europeans
or to Anglo-Americans. (de Freycinet 1978:42)

The death of King Liholiho and his wife Kamamalu in 1824 while visiting London resulted in the
next series of maps of Honolulu by Charles Robert Malden, produced in 1825 (Figure 7). Malden’s
map of Honolulu provides an accurate scale to cultural features on the southern O‘ahu coast

(Fitzpatrick 1986:60).
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Figure 5. Early map of Honolulu, reconstructed from recollections by John Papa ‘I1 (Rockwood and Barrére 1959). Note that streets had been established at this time, there were locations set aside for housing chiefs and their supporters,
along with a cluster of houses near the mouth of Nu‘uanu Stream within a grove of coconut palms.
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Figure 6. Reconstruction of Honolulu Harbor and adjacent areas for 1810 based on recollections by ‘I‘i, supplemented with other historical sources (Klieger 1997). The project area is off the map to the left.
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Sandwich Islands (Malden 1825). Detailed map of Honolulu Harbor and passage, along with major buildings, Fort Honolulu,

1

Figure 7. South Coast of Woahoo and Honoruru Harbour
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Malden writes of the harbor (in Fitzpatrick 1986:62):

This part of the reef is covered at half flood; at low water it is dry, and is then generally crowded with
the lower orders of the Natives, who get from it a considerable part of their daily subsistence, consisting
of the small fish left in pools, crabs, shellfish...

Other traditional features noted include a number of “morai” (heiau), Kawa Fishpond, and other ponds located
along the shore to the north and east. More recent features mapped were the fort, an adjacent wharf and house,
and various homes and commercial buildings. Of these it is noted that:

...there are several good stone dwellings built by Europeans, and timber houses, the frames of which
have been brought from America and finished here...there are, however, two or three tolerably regular
streets and what may be called the public place, where Kariamoku’s house is situated, and near it the
Christian church. (Fitzpatrick 1986:62)

An 1821 painting attributed to C.E. Bensell shows the harbor area (Figure 8), although aspects of the drawing
are exaggerated, for example the placement of Honolulu Harbor and Fort Honolulu (Forbes 1992:97-98). There
are at least two piers or wharves identified in this painting, the first adjacent to the fort, and the other located
within Honolulu Harbor proper. Two sailing vessels are shown at anchor within the harbor and traditional canoes
can also be seen. Development remains scattered across the landscape with most homes in the traditional style
and just a few western-style buildings.

By 1828, Honolulu Harbor had become a defining feature for the area. Captain Jacobus Boelen describes the
harbor and some landmarks that can be seen from the water:

The port is formed by a steep, hard coral-and-sand bank extending parallel to the coast, here almost east
and west, and on which a steady heavy surf beats with even more force when there is a SW or southerly
wind. Between the bank and the coast, nature has formed a basin that in its greatest length stretches
north-south; this is the harbor of Honoruru, which means safe harbor. It is a very appropriate name, for
the reef, which at full tide is for the greater part above water and at half tide completely so, encloses the
port and protects the ships as well as if they were in a closed dock. The shore around this harbor forms
two bights, between which is a small cape that I shall call Morai Point because a morai [Pakaka Heiau]
can be seen on it. From Morai Point a shoal extends about a cable’s length from the shore, dividing the
harbor into two oval-shaped basins, of which I shall call the northern one the inner roadstead, and the
southern one the outer roadstead. The south side of the latter is prolonged in direction of almost SW by
S and NE by N into a channel over the bar to the sea, forming the entrance to Honoruru harbor. The
east corner of the mouth of this channel can be approximately sounded by bringing Diamond-hill in the
direction of South 57 [degrees] East, dev.c. on a distance of about a mile and a half. (Boelen 1988:43)

Drawings of Honolulu (Figures 9 and 10) reinforce this view. Two anonymous drawings from 1834 showing
different perspectives place Kawaiaha‘o Church among the center of town, “intermingling and contrasting with
the larger residences of the a/i 7’ (Forbes 1992:106). More western style houses were built by this time, along
with residences that combined western frames with deeply sloping roofs, reminiscent of traditional Hawaiian
forms.

An 1839 painting by Francois-Edmond Paris, Honolulu, Capital of Oahu, View of the Harbor, shows Honolulu

Fort, what is now Queen and Fort Streets to the left, along with a mixture of western style buildings alongside
the traditional thatched houses (Figure 11).

23



Figure 8. View of the Island of Woahoo in the Pacific, attributed to C.E. Bensell, 1821, watercolor,
Peabody Museum of Salem (reprinted in Forbes 1992:97).

Figure 9. Town of Honolulu, Island of Woahoo, Sandwich Islands, from Under the Punchbowl Hill,
1834 (reprinted in Forbes 1992:106).

Figure 10. Honolulu from the Anchorage outside the Reef, Island of Woahoo, Anonymous, 1834, pen and
ink wash over pencil, B.P. Bishop Museum (reprinted in Forbes 1992:107).
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Figure 11. Honolulu, Capital of Oahu, View of the Harbor, 1839 (Paris 1839).

In 1840-41, a scientific expedition to Hawai‘i was organized by the United States government, later published
by Wilkes (1856), the commander of the expedition. Wilkes’s observations (in Fitzpatrick 1986:69) regarding
Honolulu describe it as:

...very conspicuous from the sea, and has more of the appearance of a civilized land, with its churches
and spires than any other island in Polynesia....The fort, with its numerous embrasures, and the
shipping, lying in the contracted reef-harbour, give an air of importance, that could hardly be expected
in a Polynesian island or harbor.

Regarding the harbor area, Wilkes noted (in Fitzpatrick 1986:69):

The place showed much stir of business, owing principally to the work of repairing vessels, and the
attendance on them by the natives. The landing is upon a small wharf, erected on piles; and these
appeared sufficient accommodation for the vessels in the harbour at this time. The number was nine.

While in Honolulu, Wilkes was asked by the king, Kauikeaouli (Kamehameha I11) to survey the harbor. At this
time Kamehameha noted that the water in the harbor had become more shallow, due in part to quarrying of coral
(Fitzpatrick 1986:72). As it turned out, the source of the problem was not the removal of coral but sedimentation
from Nu‘uanu Stream as it emptied into the harbor area.

Honolulu Harbor was first dredged in 1840, and the material was used as fill along the coast. Through the 1800s,
the harbor was surveyed to determine its depths, which at that time prevented large ships from entering. Siltation
from Nu‘uanu Stream continued to plague the harbor from the early to mid-19" century, and foreign vessels
often dumped ballast and trash into the harbor, adding to the problem. In 1848 a breakwater was built at Emme’s
Wharf, fronting Maunakea Street near the project area, to cut off the western portion of the harbor from the
mouth of Nu‘uanu Stream (HDOT 2008).
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Mid-19t" Century and the Mahele

Traditionally in Hawai‘i, land title was held by the ali‘i nui (paramount chief), and land use rights were assigned
to a series of ali‘i and konohiki, who in turn provided parcels of land to families belonging to the maka‘ainana.
Konohiki managed the ahupua‘a lands; ‘ili, smaller land divisions, within the konohiki-controlled ahupua‘a. The
maka‘ainana were expected to provide a portion of agricultural output to the konohiki and/or other chiefs from
working their assigned lands. These traditional land titles assist in identifying previous land claims in the project
area.

Drastic modification of the traditional Hawaiian land tenure system, one in which all titles were vested in the
king, began with the appointment of the Board of Commissioners to Quiet Land Titles by Kamehameha 111 in
1845. The Mabhele, or the official dividing of the lands, took place during the first few months of 1848 when the
king and his senior chiefs chose their interests in the lands of the Kingdom. This division of land was recorded
in the Mahele Book. The King retained substantial land holdings as Crown Lands, while approximately the same
amount of land was designated as Government Lands. Konohiki Awards were made as lesser chiefs presented
their claims before the Land Commission.

The Kuleana Act of 1850 was passed allowing foreigners to obtain land. In addition, citizens could now present
claims before the Land Commission for parcels that they were cultivating within the Crown, Government, or
Konohiki lands. By 1855 the Land Commission had made visits to all of the islands and had received testimony
for about 12,000 land claims. Ultimately, about 10,000 land claims, called kuleana, were awarded to
maka‘ainana totaling only about 30,000 acres.

Not surprisingly, the downtown and harbor area of Honolulu had numerous land claims, not only by Hawaiians
but by resident Americans and Europeans (Figure 12, Table 2). Mahele testimony for LCAS in and near the
project area is provided in Appendix A. Seven LCA awards were identified as land claims to the project area.
These are LCA 256 awarded to Kulukini, LCA 151 awarded to Nauoo, LCA 2944b to Akoni, LCA 2944 granted
to P.F. Manini (Don Francisco de Paula Marin), LCA 30 ‘apana 2 awarded to Kahoowaha, the small LCA 2065
awarded to Keo Bolabola, and LCA 1039 awarded to Kamanu. Mahele records provide few details regarding
the land use of these lots, however LCA 256, 1039, and LCA 2944 were house lots. The latter is described as
having four homes on the property, which was surrounded by a fence. The LCA had one house that was enclosed
by a fence, which had fallen down and was not rebuilt at the time of the Mahele. LCA 151 was first given to
Nauoo by Kamehameha | and Kahoowaha of LCA 30 explains in historical documents that his parents lived on
the land from the time of the Battle of Nu‘uanu and that neighbors built their homes on property that was his.

Due to growth in population and commercial activity many of the LCA parcels awarded during the Mahele were
claimed as residences (i.e., houses) or stores. Near the harbor and current project area, a large section of land
was awarded to the Spaniard Don Francisco de Paula Marin that was later subdivided and sold. LCA 2944 at the
north corner of the project area was also awarded to him.

As trade on the Honolulu waterfront developed, there was a need to build larger wharves in the harbor. This was
done by using materials to fill in and cover the shallow reef in the downtown area and parts of the harbor.
Additionally, a 2,000 ft. retaining wall was built in the water beyond the reef, and that space to the retaining
wall, too, was filled in. The Honolulu Fort was demolished, and its materials were used to build this retaining
wall or used as landfill for the extension of land. The initial demolition of the fort and construction of the filled
waterfront area, later called the Esplanade, started in 1857. By 1870, the Esplanade encompassed 8.9 ha (22 ac.)
of newly created land, from Fort Street to Alakea Street (Thrum 1896).
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Table 2. Listing of Land Commission Awards in and Near the Project Area (from Lyons 1886; Awards in
Bold are Within the Project Area)

ﬁ\(/)vlard Claimant LCA
8 Kamaha and Pumiula Yes
16 Eli Jones Yes
22 G. Kawaina Yes
30 Kahoowaha Yes
33 E & H Grimes Yes
46 J. Maughan Yes
57 S. Kou Yes
66 Napahi Yes
81 Gravier

90 K Montgomery Yes
107 Antonio Manuel Yes
114 Paki Yes
151 Nauoo Yes
168 M. Kekuanao Yes
169 M. Kekuanooa Yes
186 Victoria Kamalulu Yes
217 AJ. & G. Manini Yes
247 William Lunalilo Yes
256 Kulukini Yes
548 Kinopu Yes
620 S. Reynolds Yes
625 Stephen Reynolds Yes
626 Stephen Reynolds Yes
649 Kaiole Yes
670 Pakohana Yes
689 Louis Gravier Yes
736 J. Robinson Yes
784 Robinson? Yes
810 F.R. & J. Jones Yes
1039 Kamanu Yes
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Table 2. (continued)

Award
No.

1287 B.F. Snow
1753 Kalaimoku
1893 E. H. Allen Sailors Home

Claimant LCA

1955 Piikoi
2008 Pitman &Bates
2065 Keo Bola-Bola Yes

2734 J. Robinson
2744 J Robinson

2844 P.F. Manini Yes
2838 Huanu Yes
2944 P.F. Manini Yes
2944B  Akoni Yes
3188 Kawana?

3122 Seaman’s Chapel Lot Yes

3187 Charles Brenig

3192 Hawaha

3222 E. Cuhna

4452 H. Kalama Yes
4882 William French Yes
6685 Mokuohai

7107?  Charles ???

8510 C. Vincent Yes
10806  Kamehameha Il Yes
11219  Government

11225 Kekualoa Yes

Late 19t Century Honolulu and Harbor

The second half of the 19" century saw sweeping transformations throughout the landscape of the islands as
Hawai‘i became an international hub of commercial activity. This was especially apparent on the island of O‘ahu
in the Honolulu area and on Maui in Lahaina, which became the economic centers of the archipelago. The harbor
of Honolulu and nearby coastal area saw increased business as Honolulu itself was rapidly urbanized. This is
reflected in the abundance of place names of the era (Table 3). There has been debate regarding the oldest wharf
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Table 3. Listing of Historic (Post-Contact Period) Place Names in Coastal Honolulu

Place Name Description Notes Sources

Boat House or building, pier  Just south of Pier 12. U.S. Interior Department
Landing 1886; Dodge 1887

C. Brewer’s building, Metcalf 1847; U.S.
Company, alt. H.B commercial Interior Department 1886;
Company Dodge 1887

Brewer’s Wharf, pier On or near location of Pier 12, U.S. Interior Department
alt. Market Wharf also known as Market Wharf 1886; Dodge 1887; Wall
or Reynolds’ and Reynolds” Wharf. 1891

Wharf

Cattle Wharf pier Across the harbor from Pier 12.  Wall 1885

Custom House, alt.  building, Metcalf 1847; U.S.

Old Custom House, government Interior Department 1886;
Old Refinery Dodge 1887

Custom House pier In the vicinity of Pier 15. Anonymous n.d.

Wharf, Old Custom
House Wharf

G. Emme’s
Shipyard

Esplanade

Fish Market

Fish Market Wharf

Fort Honolulu
Pakaka, Honolulu
Fort

Fort Street (see
Fort Honolulu)

Hackfeld’s

historic street,
downtown
Honolulu

building,
commercial

pier

fortress, canoe
landing, heiau

historic street,
downtown
Honolulu

building,
commercial

On or near location of Pier 15
in the vicinity of the project
area.

Located adjacent to Fish
Market Wharf at the west end
of Honolulu Harbor, south of
Honolulu Iron Works.

Labeled as Sorenson’s Wharf
on U.S. Interior Department
(1886) map; fronting Smith St.

Fort Street, principal street,
downtown Honolulu. At its foot
was Fort Honolulu, built in
1816 and destroyed in 1857.
The Hawaiian name Papi was
adopted in 1850.

U.S. Interior Department
1886

U.S. Interior Department
1886; Dodge 1887

Dodge 1887

Metcalf 1847; U.S.
Interior Department 1886;
Pukui et al. 1974:175;
Soehren 2010; McAllister
1933:8

Webster 1858; U.S.
Interior Department 1886;
Dodge 1887; Pukui et al.
1974:30

U.S. Interior Department
1886
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Table 3. (continued)

Place Name Description Notes Sources
Honolulu Iron building, Located west of Nu‘uanu Street U.S. Interior
Works industrial and south of Marin Street near Department 1886;
Honolulu Harbor. Dodge 1887
Ice House building, Anonymous n.d.
commercial
Judd Wharf (see pier Located between Piers 12 and 15

Pacific Navigation
Wharf)

Kekaulike Street

Kewalo

King Street

Marin Street

Maunakea Street

Merchant Street

Nu‘uanu River

Nu‘uanu Street

Oceanic S.S.
Company

historic street,
downtown
Honolulu

land section

historic street,
downtown
Honolulu

historic street,
downtown
Honolulu

historic street,
downtown
Honolulu

historic street,
downtown
Honolulu

stream

historic street,
downtown
Honolulu

building,
commercial

not far from

A‘ala section, Honolulu, named
for the mother of David
Kawananakoa and Kuhio
Kalani‘anaole. She was the sister
of Queen Kapi‘olani. Closest
street to the north of the project
area.

Located east of downtown
Honolulu, along coast.

King Street, principal street,
Honolulu, (Pukui et al. 1974:112;
Monsarrat 1897) named in 1850
for Hawaiian kings. East
boundary of the block of the
project area.

Located north of Honolulu Iron
Works and west of Merchant
Street.

Important street south of the
project area, downtown Honolulu,
probably named for an Inter-
island steamer.

Located one block in from former
Queen Street (now Ala Moana),
near Honolulu Harbor. Named in
1850, also called Kaepa.

Located on the west end of the
Esplanade, at south end of Fort
Street where Fort Honolulu was
located.

Pukui et al. 1974: 106;
Monsarrat 1897; Wall
1891

Thrum 1892

U.S. Interior
Department 1886

Dodge 1887

Pukui et al 1974:148;
Wall 1891; Monsarrat
1897; U.S. Interior
Department 1886

Pukui et al. 1974:150;
U.S. Interior
Department 1886;
Dodge 1887

Dodge 1887

Wall 1891
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Table 3. (continued)

Place Name Description Notes Sources

Oceanic S.S. pier Located south of Pier 12. Wall 1885

Company Wharf

Pacific Navigation  building, Located between Piers 12 and Dodge 1887

Company commercial 15.

Pacific Navigation  Pier Located between Piers 12 and U.S. Interior Department

Company Wharf, 15. 1886

alt. Judd Wharf

Pilot’s Office building U.S. Interior Department
1886

Quarantine Island islet Honolulu islet on the Kaholaloa Wall 1885; RM 1382

Queen Street

historic street,

Reef in Honolulu Harbor,
formerly known as Moku-
‘akulikuli and Mauli-ola,
incorporated into Sand Island.

Downtown Honolulu named in

Pukui et al. 1974:207;

downtown 1850 for Queen Kalama, wife Webster 1858; Wall 1891;
Honolulu of Kamehameha I1; joins Ala U.S. Interior Department
Moana Blvd. 1886; Dodge 1887

J. Robinson & Co building, Webster 1851
commercial

Robinson’s On or near Pier 10 and Pier 11.  U.S. Interior Department

Shipyard 1886

Sorenson’s Wharf  pier Fronting Smith St. U.S. Interior Department

1886
Sumner’s Place Wall 1885
Water House building Anonymous n.d.

in Honolulu Harbor (see O’Hare et al. 2014), although it appears to be the Nu‘uanu Street Wharf, which
originated as a sunken schooner. The schooner had gone underwater in 1825, but in 1837, it was removed
with the approval of King Kamehameha III and Chiefess Kina‘u to make way for the wharf construction
(Thrum 1893; Alexander 1908).

Two lithographs from this period show the waterfront region where the project area is located (Figures 13
and 14). Among the structures illustrated are the Honolulu Fort, the Robinson & Co. shipyards, the
French/Charlton Wharf, the Market House, Brewer’s Wharf (today’s Pier 12, roughly two blocks from the
project area), the Custom House, and the Ladd & Co. Wharf. Various types of vessels are docked in
Honolulu Harbor, and a beach leads to the ocean on the south side of the harbor.

Construction of Honolulu Harbor’s first seawall was completed in 1874. Historic maps from this time
period depict the wharves and surrounding area but do not show the seawall (Figure 15). Not everyone was
pleased with the seawall. In 1895, the local newspaper The Independent expressed its discontent that the
seawall was a breeding ground for black crabs, which they portrayed as dirty creatures. Others, however,
welcomed the development of the harbor. One author noted that it was a safe and accommodating harbor,
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Figure 13. Lithograph (Emmert 1854) showing from right to left: the Honolulu Fort, the Robinson & Co. shipyards, the French/Charlton Wharf,
the two-story Market House with Brewer’s Wharf (today’s Pier 12) in front, (center of lithograph), and the three-story Custom House with the
Ladd & Co. Wharf in front. The size and proximity of the buildings is not to scale.
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Figure 14. Lithograph (Perkins 1854) showing from right to left: the Robinson & Co. floating wharf, the trapezoidal Brewer’s Wharf (today’s
Pier 12) in front of the Market House, and the three-story Custom House with the Ladd & Co. Wharf in front.
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equal to those of Europe and America (HDOT 2008). The 1881 map labels the coast in front of the project
area as a cattle wharf. North of Nu‘uanu Stream, Kawa Fishpond is still visible despite the increased
development around the harbor area. A map from a decade later shows even more roads in place including
Kekaulike Street and Queen Street, which would later become Nimitz Highway (Figure 16). There is also
a large market building makai of the property.

According to a Dakin Fire Insurance Map from 1891, the block of the project area had many small and
medium-sized dwellings (Figure 17). There was also a church located just outside of the study parcel as
well as various businesses along Maunakea Street. These include a laundry, two fruit shops, a tailor, a
storage building, a pork shop, a butcher, a barber, and a produce store. A furniture shop and blacksmith
were located on the corner of Kekaulike and King Streets. By 1927, the layout and type of buildings as well
as the kinds of businesses in the area had changed (Figure 18). In 1919, the C. Q. Yee Hop building was
constructed within the study area and was described as a warehouse with one row of wood posts and a
concrete floor. The building is still standing within the project area and is currently being used as a
warehouse by a descendant of Yee Hop. Kiersten Faulkner of the Hawai‘i Historic Foundation notes the
following about Yee Hop and development in Chinatown:

...By the outbreak of World War II and the end of this period, Chinatown was a densely packed
district, comprised of commercial, industrial, and residential buildings... In the district’s southern
half, wood and brick warehouses and small light-industrial shop buildings tended to occupy the
interior of blocks; the lava rock C. Q. Yee Hop warehouse and dormitory at 112 Nimitz Highway
is an extant example of this trend.

Chun Quan (C. Q.) Yee Hop was another successful Chinese merchant. Beginning in 1885 with a
one-man meat stand in Chinatown, C. Q. Yee Hop built a multimillion-dollar commercial empire
across the Hawaiian Islands over the next seven decades. One of C. Q. Yee Hop’s carliest and
most significant business ventures, C. Q. Yee Hop Market, operated out of his building at 125 N.
King Street for over 40 years. (McElroy et al. 2022: Appendix E)

According to the 1927 map, there are two other smaller buildings within the property at this time that were
also used as warehouses. A fire proof construction built in 1926 was used as a produce warehouse and
sausage facility complete with electric power, a pig roasting furnace, and an attached smokehouse. The
mauka portion of the property had two large buildings, one used as an employee dormitory and warehouse,
while the other housed the kitchen, dining room, receiving and shipping shed, and another sausage facility
with a smokehouse and furnace. The alley running through the block is already in place at this time. Also
on the block were an office and warehouse built in 1919 owned by the Sperry Flour Company, a food
products factory, offices, storage buildings, a fish food facility, the King Street Market, and several other
warehouses. Many of these same buildings are still in place in 1955, though some of them have new uses
(Figure 19). The former Sperry Flour Company building is now a parking lot and the sausage facility is a
produce warehouse. Along Maunakea Street is a dry goods shop, sign painting facility, and restaurants.

Maunakea Street Wharf/Emme’s Shipyard and Wharf

A small landing known as Maunakea Street Wharf likely existed between Nu‘uanu Avenue and Nu‘uanu
Stream, in the vicinity of the study area and current Pier 15 during the early 1800s when Francisco de Paula
Marin was granted land there (O’Hare et al. 2014:51). In 1843, Marin’s descendants sold some of these
lands to the Hawaiian government, and a wharf known as Emme’s Wharf was constructed. In 18438, a
breakwater was built to reduce siltation in Honolulu Harbor that extended across to Nu‘uanu Stream from
Emme’s Wharf, just in front of the study area across Nimitz Highway. Around 1900 the wharf was
transformed into a 900-ft. triangular pier (HDOT 2008) built on fill land out from natural shoreline. In the
following years, the pier was used by various entities, including the military, sampan tuna fishermen,
lumber ships, and a fleet of the Matson Navigation Company. No information could be found specifically
for the building materials of Emme’s Wharf, although it was likely made of the same materials as other
wharves in Honolulu Harbor at that time, generally described as stone and timber.
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In 1907, the Emme’s Shipyard and Wharf vicinity was owned by the U.S. Military and later leased to the
Hawaiian Government. The area was used by fishermen who moored vessels along the pier. By 1908 a
series of gable-roofed structures with a wooden apron were situated on the pier. Concrete pilings and
concrete decks were constructed in the area by 1912. By 1918-1919, Pier 15 was designated as a pier and
used to unload lumber from ships (O’Hare et al. 2013). The buildings on the pier were demolished when
the mauka end of the pier was converted into Nimitz Highway in the early 1950s. Around 1955-1956, the
pier was improved, and a storage shed with a fish auction facility was constructed (HDOT 2008). In 1978
the wooden apron was demolished, but the concrete support pilings were left in place. Mason Architects
(2012:9-11) provide details of the pier’s construction history:

It is more likely that Pier 15 was built in the early 20" century. It is pictured in a 1908 photograph
which shows that its superstructure at that time was comprised of multiple gable-roof frame
buildings joined side-by-side. The footprint of the pier was similar to the existing triangular-shape
plan that exists today, however, as noted below, it was larger at this time.

Pier 15 provided anchorage to different vessel types through the mid-twentieth century. It served
the sampan fishing fleet into the late-teens/early 1920s when the fleet moved to Kewalo Basin.
The relocation of the fleet reduced overcrowding in Honolulu Harbor, and Pier 15 was then
designated as a 900-foot lumber pier due to its proximity to land transportation. A circa 1935
photograph shows freight vessels docked at the pier, possibly carrying lumber or other necessities.
The pier provided anchorage to a foreign vessel, the German Cruiser KMS Karlsruhe, in 1934.
The pier was used for the handling of army freight circa early 1941...

The multi-gabled superstructure remained on the pier until December 1950, when it was
demolished as part of a $2 million project to widen (old) Queen Street. A section of Queen Street,
between Fort and River Streets, was expanded into an eight-lane expressway (now Nimitz
Highway) part of which was built makai of the shoreline, out over the harbor on piles. This project
reduced the pier’s footprint in size to 65,000 square feet. The southern portion of the site was
allocated for a new Fire Station, 14 which was built circa 1951...

A few years later, circa late-1955, the Pier 15 Shed was built directly north of the Fire
Station...The floor plan...indicates that the shed was designed with two interior offices, several
bathrooms, and a large, open-sided interior space facing the pier apron that included fish auction
and fish storage areas. The plan also indicates that the south wall of the shed was solid, with no
apertures. Original exterior elevation drawings indicate a wide (11°-6”) transite canopy on steel
trusses along the makai side of the shed, which provided shade over the fish auction area. The
drawings also show a 2’-6” reinforced concrete hood on all other elevations (which is extant
today).

Several modifications to the Pier 15 Shed have occurred since the 1950s, at unknown dates.
Sometime after 1978, the timber apron that fronted the Pier 15 Shed was removed, so that the Shed
now immediately fronts the harbor waters. The partially submerged pilings extant today...are
likely remnants of this apron....

Another change that occurred, possibly in connection with the removal of the timber apron, is the
modification to the west (makai) wall, and the interior of the shed. The makai-facing office wall
was removed (today the entire makai facade consists solely of concrete piers and a metal pipe
handrail with chain-link fence infill), and the interior office spaces and bathrooms were removed.
Also, sometime after 1978, the wide canopy along the makai-facing wall was removed, and a
driveway opening was inserted into the south wall.

History of Chinatown
The bulk of Chinese immigrants arrived in Hawai‘i around 1852 under contract to work the sugarcane

fields, though a few came to the islands prior as traders. Many of the Chinese came to call Hawai‘i home
and set up shops in the area of Honolulu known today as Chinatown. The project area is located within this
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Figure 15. Portion of a map of Kona District
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neighborhood, which is considered to be between Nu‘uanu Street, River Street, Kukui Street, and
Queen Street. It was densely populated with around 7,000 residents of predominantly Chinese and
Japanese descent (lwamoto 1969). The neighborhood soon became overcrowded, unhygienic, and
run down. The bubonic plague quickly spread due to the unsanitary living conditions.

The first three cases of the bubonic plague in Hawai‘i were discovered in Chinatown in 1899. A total
of 61 deaths were reported in a little over three months following this discovery. Deemed out of
control, the Hawaii Board of Health decided to set 41 fires to disease-ridden structures in the
Chinatown neighborhood:

[O]n December 30, after careful deliberation, the Board of Health chose fire as the ‘surest,
most thorough, and most expeditious’ method. Fire would destroy the plague germs, kill
rats, cleanse the soil and open it up to the purifying influence of sun and air, and would
prevent any occupancy of the premises until a safe period of time had elapsed. (Iwamoto
1969:124)

One of these fires, set to Kaumakapili Church, spread with the strong wind to neighboring buildings
and destroyed the majority of Chinatown. The fire was finally extinguished right before Nu‘uanu
Avenue after damaging eight blocks. After the fires, Chinatown and many of the dilapidated
buildings throughout Honolulu were renovated. Wooden structures were rebuilt with sturdier stone,
brick, or iron, including those near the project area.

In 1973, the Chinatown Historic District comprised of 15 city blocks, was listed on the National
Register of Historic Places (NRHP). The nomination form states that “Chinatown is one of the few
areas of Honolulu which has maintained a sense of identity as a community over the years.” The
project area is located within the Chinatown Historic District which is defined as the area
encompassed by Beretania Street, Nu‘uanu Avenue, Nimitz Highway, and the Nu‘uanu Stream at
River Street.

Honolulu Timeline

Consolidating vast information regarding events in the history of Honolulu, the following timeline
provides a very brief chronology of Honolulu’s past and lends further insight to the process through
which the region has evolved. This timeline summarizes the historical information presented in this
chapter by highlighting points of history, such as significant structures that were built, outbreaks of
illnesses, and actions taken by individuals and the government.

Late 1700s Early visitors arrive in Honolulu, including explorers, scientists, etc.

1795 Kamehameha I conquers O‘ahu.

1809 Kamehameha | moves court, government, and residence to Honolulu. Manini
builds stone house for king, the first stone structure in Honolulu.

1810 First maps of Honolulu, based on ‘I‘7’s memories, with harbor, Manini’s stone
house and complex, and other structures including a canoe landing and Pakaka
Heiau.

1816 Honolulu Fort built in response to Russians landing on O‘ahu; coral block
material used for the fort construction; Kotzebue maps Honolulu and the
harbor.

1818 European building on wharf adjacent to Fort Honolulu; Tabulevich describes

Manini’s house as of white stone.
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1820

1821

1825

1827

1828
1840

Ca. 1843

1845-1848

1846
1848

Arrival of missionaries associated with the American Board of
Commissioners for the “Foreign Missions Sandwich Islands” making
Honolulu their headquarters.

Bensell’s painting shows two piers, one by the fort and the other within
Honolulu Harbor.

Detailed map of Honolulu Harbor and passage, along with major buildings,
Fort Honolulu, and Kawa Fishpond (Malden 1825). European houses included
stone houses and frame houses of timbers shipped from America. A few good
streets are in place.

Ali‘i Kalanimoku deeded reef land to John Robinson at current Pier 10 and
11 area.

Honolulu Harbor is the defining feature for the area.

Wilkes conducts mapping and sounding of harbor; there is documentation of
coral quarrying.

Emme’s Wharf is built at the current Pier 15 across from the project area.

The Mahele established land ownership into Hawaiian society and granted
four types of land awards: those to the Crown, the Hawaiian government, the
ali‘i, and Fort Land titles.

Honolulu becomes capital of the Hawaiian Kingdom.

A breakwater is constructed in the vicinity of Pier 15 to curtail runoff from
Nu‘uanu Stream.

Ca. early 1850s Water system established to connect Nu‘uanu Stream and the harbor.

1850

1852

1853

Pre-1880
1893

1895
1898
1899

1900

Kuleana, or individual land awards were granted to maka‘ainana (common
people).

David Weston founded Honolulu Iron Works and Flour Mill Company and
produced hardware for sugar mills. In 1869, Theo H. Davies became owner
and in 1876, Alexander Young was brought on as a partner and manager. In
1896, Young retired and Christian J. Hedemann was appointed the new
manager.

In March and April of 1853, smallpox was recorded by Dr. Potter at
Kahaka‘aulana (Sand Island). Later in May, the disease broke out in Honolulu
and was first seen at the house of Ka‘aione in Kaka‘ako. Kamakau notes that
the first victim was a woman with a tattooed face (maka-pa‘ele). And while

the disease raged on O‘ahu, it did not extend to the other islands (Kamakau
1992:237).

Coral blocks cut for Esplanade and Honolulu Fort building materials.

The USS Boston docks at Pier 12 and its troops play a role in the overthrow
of the Hawaiian monarchy.

Cholera epidemic hits Honolulu.
An annexation ceremony is held on Pier 12.

Bubonic plague breaks out in Honolulu, mainly in the downtown and
Chinatown areas. On New Year’s Eve of 1900, the Board of Health begins to
set fires to condemned buildings to control spread of the disease.

Fire in Honolulu destroys most of the buildings in Chinatown. Pier 15 is
transformed into a triangular shape.
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1950 Parts of Pier 15 are demolished on the mauka section when Nimitz Hwy. is
widened.

1973 Chinatown Historic District is listed on the National Register of Historic
Places.

Previous Archaeology

As both the capital and major city of Hawai‘i, Honolulu has witnessed many of the most significant
social and political events and upheavals since the early 19" century, particularly in the area
surrounding the harbor, where various precincts (e.g., Chinatown, Downtown, Capitol District) were
established. Previous archaeological research has begun to document this transformation with finds
such as historic trash deposits, structural remnants, pondfield remains, and pre- and post-contact
burials in the vicinity of the project area. Previous archaeological studies are shown in Figure 20 and
Table 4, while archaeological sites are displayed in Figure 21. They are discussed in the text
spatially, beginning with studies makai of the current project area. State Inventory of Historic Places
(SIHP) numbers are prefixed by 50-80-14.

Several studies took place on Nimitz Highway adjacent to the current study area. An archaeological
inventory survey was conducted for water system improvements along the highway between Queen
and Awa Streets (McDermott and Mann 2001). A Nu‘uanu Stream bridge, marked as constructed in
1932, was found to actually be a reconstruction of the original. In addition, the Kawa Fishpond
(SIHP 5966), was identified during the survey, though it is not near the project area. Later
archaeological monitoring for the water system construction activities (Winieski and Hammatt
2001), documented one additional historic property. This was a light-gauge rail from the Honolulu
Rapid Transit trolley system (SIHP 5942). Historic material and features were also recorded,
including a bottle, a brick-lined manhole, and a brick and mortar alignment.

Railroad remains of SIHP 5942 were also identified at the intersection of Queen Street and Nimitz
Highway. Two literature review and field inspections were also completed for water system
improvements on Nimitz Highway and other streets in Honolulu (O Hare et al. 2015; 2016). While
the study areas consisted almost entirely of paved streets, a model of archaeological potential was
developed, with Nimitz Highway north of Pier 12 designated as low probability for encountering
archaeological resources and Nimitz Highway south of Pier 12 designated as high probability.

An extensive study was conducted for the Honolulu High-Capacity Transit Corridor Project
(HHCTCP) (Hammatt 2013). The segment closest to the current project area is Section 4, which
extends from Middle Street to Ala Moana Center along Nimitz Highway. Although a number of
archaeological sites were identified in this segment, only one is located near the current project.
SIHP 7427 is situated near Pier 15, at the corner of Nimitz Highway and Kekaulike Street. It includes
subsurface structural remains, a historic trash pit, a cultural layer, and one isolated human bone.

Makai of Nimitz Highway, a literature review and field inspection was required for improvements
to Piers 12 and 15 (O’Hare et al. 2013). It was suggested that coral blocks makai of Pier 12 may
have actually come from the old Honolulu Fort, built in 1816 and dismantled in 1857. It was also
noted that Pier 15, built in 1900, was modified in the 1950s due to the construction of Nimitz
Highway. Pier 15 was designated as SIHP 7576, while Pier 12 was designated as SIHP 7575.

A historical assessment was completed for the area between Pier 5 and Pier 14 (Wong-Smith and
Rosendahl 1990). It was determined that the project area was composed of previously submerged
lands. Furthermore, the Aloha Tower and its associated property along with Piers 8-12 were all
noted to be historically significant structures. Archaeological monitoring was later conducted along
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Table 4. Previous Archaeological Research in the Vicinity of the Project Area

Author and Year

Location

Work Completed

Results and SIHP # (50-80-14-)

Kennedy 1984

Cleghorn 1989

Charvet-Pond and

Pantaleo 1989

Wong-Smith and
Rosendahl 1990

Hurst and Allen
1992

Landrum and
Dixon 1992

Dunn and
Rosendahl 1993

Erkelens et al.
1994

Kennedy et al.
1994

McGerty et al.
1995

Riley et al. 1995

Goodwin et al.
1995

Goodwin et al.
1996

Corner of Hotel and
Bethel St.

Chinatown Gateway
Plaza

Chinatown Gateway
Plaza

Aloha Tower Vicinity

Harbor Court
(Merchant St.)

River Nimitz
Redevelopment
Project

Nu‘uanu Court

Kekaulike Street
Revitalization Project,
Diamond Head Block

Kekaulike
Revitalization Project,
‘Ewa Block

Hotel St. between
Maunakea and Smith
St.

Kekaulike
Revitalization Project,
‘Ewa Block

Marin Tower (between
Smith and Maunakea
St)

Marin Tower (between
Smith and Maunakea
St.)

Test Excavations

Archaeological
Test Excavations

Archaeological
Monitoring

Historical
Assessment

Archaeological
Survey and
Monitoring

Data Recovery

Archaeological
Inventory Survey

Burial Report

Archaeological
Investigation

Literature Review

and Field Check

Data Recovery

Data Recovery

Archaeological

Inventory Survey,

Data Recovery,
Monitoring

Negative findings.

Noted scattered historic artifacts.

Documented a ca. 1880-1920 trash deposit
(SIHP 2142).

Noted that the area was extensively filled in
the historic period.

Identified SIHP 2456, which includes a
cultural layer and 18 post-contact features,
traditional and historic artifacts, and building
debris. The site is in Merchant Street Historic
District, SIHP 9905.

Documented SIHP 4192, a pre-contact burial
and post-contact trash pits, a building
foundation, and various artifacts.

Identified SIHP 2456, a cultural layer with
traditional and post-contact features. The
survey lies within the Merchant Street
Historic District (SIHP 9905).

Reported on a secondary burial of four
individuals (SIHP 4587).

Identified SIHP 4587, subsurface fishpond
remnants and a subsurface cultural layer with
three human burials (SIHP 4588).

Archival research suggested that the area was
once a maika field in use in the pre-and post-
contact eras before it became part of the
historic Chinatown.

Conducted further work at SIHP 4587
fishpond remnants and 4588 cultural layers
with three burials; identified cultural material
illustrating the transformation from Kikthale
to Chinatown.

Reported on features and cultural material,
including 15 burials and several displaced
skeletal remains with associated coffin
material such as nails and grave goods.
Grave goods included beads, rings, buttons,
iron, a necklace, ceramics, and a knife.
(SIHP 4494).

Reported on pre- and post-contact features
and cultural material, including remnants of
the Marin residence, as well as cultural
material from the Honolulu Ironworks and
Chinese merchant families (SIHP 4494).
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Table 4. (continued)

Author and Year Location Work Completed Results

Goodwin 1997

Heidel and
Hammatt 1997

Lebo 1997

Lebo and
McGuirt 2000a

Lebo and
McGuirt 2000b

Kekaulike
Revitalization Project,
Diamond Head Block

Corner of Hotel and
Maunakea St.

Harbor Court

800 Nu‘uanu Project

800 Nu‘uanu Project

Archaeological

Inventory Survey

Subsurface
Testing

Data Recovery

Archaeological

Inventory Survey

Data Recovery

ldentified SIHP 4875, a subsurface
cultural layer with 105 features
indicative of both pre- and post-contact
occupation.

No findings considered significant, but a
basement full of post-contact refuse was
discovered.

Further documented SIHP 2456 cultural
layers and features (Hurst and Allen
1992); increased the total number of
features to 53; in Merchant Street
Historic District, Site 9905.

Recorded a cultural layer dating from
the pre-contact period to the 20" century
(SIHP 5496).

Further documented the SIHP 5496
cultural layer.

Elmore and King St. between Archaeological Removed a pre-contact burial (SIHP
Kennedy 2001 Maunakea and Smith Monitoring 5781) and placed it under the care of
St. SHPD for future reinterment. Recovered

isolated cultural material not associated
with the burial.

McDermott and Nimitz Hwy. between Archaeological Documented Kawa Fishpond (SIHP

Mann 2001 Queen and Awa St. Inventory Survey  5966), although it is not near the current
project.

Winieski and River St. to Ala Moana  Archaeological Identified railroad remains (SIHP 5942)

Hammatt 2001 Blvd. Monitoring at the Queen St./Nimitz Hwy.
intersection.

Lebo 2002 Harbor Court Data Recovery Further studied SIHP 2456 (traditional
Hawaiian habitation) (Hurst and Allen
1992; Lebo 1997). Dated initial
occupation at ca. AD 1000-1200.

Mann and King St. between Archaeological Recorded a previously disturbed burial

Hammatt 2002 Dillingham and South Monitoring (SIHP 6371) not in the vicinity of the

Pietrusewsky
2003

Goodwin and
Allen 2005

St.

Corner of Smith and
Beretania Streets

Kekaulike
Revitalization Project,
Diamond Head Block

Burial Report

Data Recovery

current project.

Studied the remains of at least 21
individuals of SIHP 6772, most of
which were poorly preserved and
incomplete. Sex and age distribution of
the burials suggest a family cemetery.
Dental and skeletal pathologies were
observed.

Dated the SIHP 4875 cultural layer and
105 traditional and post-contact features
(Goodwin 1997) to the 13" century;
recovered a multitude of cultural
material.
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Table 4. (continued)

Author and Year

Location

Work
Completed

Results

Mclintosh et al. 2006

Dagher and Spear
2007

Kalilihiwa and
Cleghorn 2007

Hazlett et al. 2008a

Hazlett et al. 2008b

Hunkin and Hammatt

2008

Cleghorn et al. 2012

Hammatt 2013

Murabayashi et al.
2012

O’Hare et al. 2013

O’Hare et al. 2015

O’Hare et al. 2016

Corner of Smith and
Beretania Streets

Pacific Town Center,
makai side of N. King St.

Corner of Smith and
Beretania Streets

Aloha Tower Drive

Fort Street Mall and Hotel
St.

Armstrong Building, N.
King St.

Corner of Smith and
Beretania St.

Middle St. to Ala Moana
Center

McCandless Building at
925 Bethel Street

Pier 12 & 15

Various Locations,
Including Nimitz Hwy.
Fronting the Current
Project Area

Various Locations,
Including Nimitz Hwy.
Fronting the Current
Project Area

Archaeological
Inventory Survey

Archaeological
Monitoring

Archaeological
Monitoring

Archaeological
Monitoring

Archaeological
Monitoring

Archaeological
Monitoring

Data Recovery

Archaeological
Inventory Survey

Historic
Properties
Assessment

Literature Review
and Field
Inspection

Literature Review
and Field
Inspection

Literature Review
and Field
Inspection

Recorded SIHP 6691, which consists
of disturbed human remains, historic
trash pits, and historic building
remnants.

Recorded a human burial that
contained two individuals (SIHP 6889),
and a wall and historic artifact cache
(SIHP 6926).

Identified SIHP 6772, consisting of 22
sets of human remains, which were
reinterred on site.

Negative findings.

Negative findings.

Negative findings, although the project
area was at the Armstrong Building,
which is part of the Chinatown Historic
District (SIHP 9986).

Recorded two human burials assigned
to SIHP 6672, as well as pit features,
privies, and traditional and historic
cultural material.

Identified many archaeological sites;
SIHP 7427 is near the current project
and includes subsurface structural
remains, a historic trash pit, a cultural
layer, and one human bone.

Discussed three historic districts and
six historic structures.

Recommended archaeological
monitoring for improvements to the
piers.

Designated Nimitz Hwy. north of Pier
12 as low probability for encountering
archaeological resources; designated
Nimitz Hwy. south of Pier 12 as high
probability.

Entire study area consists of paved
streets, although several sections have
high probability of encountering
subsurface archaeological resources.
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Table 4. (continued)

Author and Year Location Work Completed  Results
Harrington et al. Between Bethel St., S. Literature Review Noted that the study area lies in former
2018 Hotel St., Fort Street and Field yam fields. The yam fields were later
Mall, and Walmart Inspection destroyed by construction of homes,
bowling alleys, and stores.
McElroy et al. Between Bethel St., S. Archaeological Identified SIHP 08811, the remains of the
2021 Hotel St., Fort Street Inventory Survey historic Empire Theater/Grotto Saloon,
Mall, and Walmart including its buried floor, two historic
trash deposits, and a fragment of human
remains.

Aloha Tower Drive (Hazlett et al. 2008a). No archaeological or cultural resources were identified
during this work. Stratigraphy reflected the man-made landfill deposits that were placed off of the
original Honolulu shoreline during the development of the harbor. Much of the landfill was dredged
material from the harbor, and there was also sedimentary fill which came from other parts of the
island.

South of the project area and mauka of Nimitz Highway, several projects were completed at Marin
Tower. Human remains were disinterred that were part of SIHP 4494, which included 15 human
burials, displaced iwi, and historic material and grave goods. The remains are those of Don Francisco
de Paula Marin and his family; descendants assisted in the determination and the reburial process.
Marin was an Andalusian Spaniard confidant of Kamehameha I. The remains were later reinterred
at another location on the property. Later work identified pre- and post-contact pits and fire pits
along with the structural foundations belonging to the Marin family residence dating to 1810-1850
(Goodwin et al. 1996). Cultural material indicated use by the Honolulu Ironworks from 1850-1900,
as well as the presence of Chinese merchant shops during the same time period. Other artifacts and
structures connected with the urbanization of Honolulu from 1900 to 1950 were also collected and
analyzed. A separate report was generated for the burials on the property for SIHP 4494 (Goodwin
et al. 1995).

Directly east, and partially overlapping the Marin Tower project area, archaeological monitoring
was conducted for renovations of a historic building at the Pacific Gateway Center (Dagher and
Spear 2007). Two sites were identified, consisting of a burial and historic structural remains. SIHP
6889 was a burial with two individuals in proximity to each other. Burial 1 was a flexed or partially
flexed in situ burial with no discernible burial pit, identified as a young adult male at least 25-30
years of age. Similarly, Burial 2 was a flexed in situ burial with no discernible burial pit identified
as an adult female. Based on the burial contexts, the individuals were believed to be of Native
Hawaiian ancestry, both identified as probably pre-contact Hawaiians. SIHP 6926 consisted of two
historic features. Feature 1 was a stacked and faced foundation wall of mortared basalt cobbles and
boulders capped with concrete. Feature 2 was a collapsed molded ceramic storm drain which
contained a cache of intact Ing KaPy ceramic vases. Monitoring also identified fill material from the
adjacent Marin Tower project that yielded glass bottles, porcelain fragments, metal nails and spikes,
marine shell, faunal remains, and two traditional artifacts: a basalt ‘ulu maika and a smaller coral
‘ulu maika.

Across the street from Pier 14, an archaeological inventory survey was conducted at 800 Nu‘uanu
Avenue (Lebo and McGuirt 2000a). Recorded was SIHP 5496, which exhibits stratigraphy and
cultural remains for five distinct cultural periods. The first cultural period recorded in the deposit
was the pre-contact era (pre-1810). The second cultural period for the site was between 1810 and
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1850 when the first foreigners moved in. The third period was between 1850 and the 1890s when
early industrial businesses like the Honolulu Iron Works and the Honolulu Flour Mill operated on
the property. The fourth period was between the 1890s and 1925 when many businesses were located
on site in smaller wooden structures. And finally, the last period spans 1925 to the present. Some of
the artifacts collected were traditional, but the majority were of the historic era. The property is
within Chinatown and includes wooden frame buildings that once were owned by Kamehameha I’s
brother, and other buildings owned by Ladd and Co. and Grimes, as well as brick business buildings.
Data recovery at the Nu‘uanu Avenue site identified a total of 76 archaeological features (Lebo and
McGuirt 2000b). They included post molds, lime-making pits, a basalt rock wall, floors and walls
constructed from coral blocks, trash deposits, fire pits, and sewer pipes made of cast-iron.

An archaeological survey was conducted across Nimitz Highway from Pier 12 at Nu‘uanu Court,
which lies within the Merchant Street Historic District (SIHP 9905) (Dunn and Rosendahl 1993).
One site was recorded, SIHP 2456, a cultural layer with traditional and post-contact features, such
as postholes, post molds, pits, a historic ash lens, a foundation wall, a pipe trench, and historic floors.
The traditional Hawaiian features of pits and postholes suggest an early habitation area. Radiocarbon
analysis indicates initial occupation as early as AD 1250 (Dunn and Rosendahl 1993), and other
dates suggest occupation between AD 1000 and AD 1200 (Lebo 2002). The historic artifacts date as
early as ca. 1778.

Just south of this and also within the Merchant Street Historic District, considerable work was
undertaken at Harbor Court (previously the Ka‘ahumanu Parking Garage). During traditional times
this was the site of Queen Ka‘ahumanu’s royal compound, with a palisade, a two-story frame house,
and other structures. An early study identified a cultural layer consisting of mostly 19" century
building remnants (some identified as named buildings), included as part of SIHP 2456 (Hurst and
Allen 1992). The layer also contained ceramics and 19" century bottles, as well as traditional
material such as volcanic glass flakes, basalt flakes, and a modified marine shell. In all, there were
18 previously undocumented post-contact era features. These consist of fired-brick foundation
remnants, coral block features, an arched brick drainage, domed brick cesspool, basalt block wall,
concrete culvert and foundation, metal fuel tank, metal water main, boulder concentration, and a
packed-earth floor. In addition, six human burials were identified, all determined to be Native
Hawaiian. They were identified as four adult females, one adult male, and one subadult and were
reinterred on the site. Of particular note was tooth evulsion in one of the female adult burials, a
traditional practice of grief, and also the absence of the leg bones and skull for the subadult burial,
which may have indicated the traditional practice of removal as a family keepsake.

Additional data recovery was completed for the Harbor Court project several years later (Lebo 1997).
A total of 53 pre-contact and historic-era features were recorded as part of SIHP 2456. The pre-
contact deposits were further investigated, and 35 features of SIHP 2456 were newly identified (Lebo
2002). Radiocarbon dating suggests occupation at the site began between AD 1000 and AD 1200.
The features included fire pits, pavements, building foundations, post molds, and trash pits. Among
the documented artifacts were bottles, ceramics, glass beads, buttons (wood, shell, and bone), metal
nails, adzes (stone and shell), flakes (basalt, quartz, chert, flint, jasper, and volcanic glass), modified
manufactured glass, fishhook blanks, bone awls, hammerstones, and grinding stones. The reports
include extensive information on historic artifact analysis techniques and dates.

In 2012, a historic properties assessment was completed for a proposed Verizon cell site located on
the rooftop of the historic McCandless Building at 925 Bethel Street (Murabayashi et al. 2012). The
Chinatown Historic District (SIHP 9986), Merchant Street Historic District (SIHP 9905), and the
Hawai‘i Capital Historic District (SIHP 1321) were noted along with six additional historic
structures in the area.
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North of the project area near Nu’uanu Stream, data recovery was carried out due to the inadvertent
discovery of human remains at the River-Nimitz Redevelopment project (Landrum and Dixon 1992).
A traditional burial with burial goods was unearthed within marsh deposits. Also documented were
four historic-era trash pits and a brick and mortar structural foundation, all of which were recorded
as SIHP 4192. Just mauka of this, archaeological monitoring was performed for courtyard
renovations at the Armstrong Building in Chinatown (Hunkin and Hammatt 2008). The brick
masonry building with a dense basalt bluestone exterior, part of the Chinatown Special District
(SIHP 9986), had been constructed in 1905 to replace an 1890s building that was destroyed by the
1900 Chinatown fire.

Several studies were conducted for the Kekaulike Revitalization Project between King and Hotel
Streets in the block between River and Maunakea Streets. Four human burials were discovered in
the Diamond Head Block of the project (Erkelens et al. 1994). The burials were incomplete, highly
fragmentary, and all found in a secondary context. One was an adult male in his 20s, another was a
15 to 18 year-old female, the third was a 3 or 4 year-old girl, and the last was a human fetus. A site
number was not given to the burials at that time. In the ‘Ewa Block, at 165 and 175 N. Hotel Street,
SIHP 4587 and 4588 were documented (Kennedy et al. 1994). The former consisted of subsurface
fishpond remains. The latter contained 53 features, including pre- and post-contact burials,
traditional post holes and fire pits, a post-contact burn layer and trash pits, and building foundations
made of crushed coral. Recovered historic material included 489 ceramics, 302 intact bottles, 47
buttons, 26 metal objects, such as coins, and a few miscellaneous items such as beads, clay pipe
pieces, and marbles. Traditional artifacts were not as abundant, consisting of eight animal bones,
five shells, and four lithic items. Further data recovery efforts commenced for SIHP 4587 and 4588
the next year (Riley et al. 1995). Excavation of 64 test units revealed a wealth of artifacts from the
pre- and post-contact eras, faunal material, and midden. These results showed the development of
the property from a traditional village to a modern urban area.

In 1997 an archaeological inventory survey at the Kekaulike Project Diamond Head Block identified
SIHP 4875 (Goodwin 1997). This consisted of a cultural layer with 105 traditional Hawaiian and
post-contact features including post holes, trash pits, privies, foundation remnants of a coral and
brick building, and traditional fire pits. Subsequently, data recovery was conducted at the Kekaulike
Diamond Head Block (Goodwin and Allen 2005). Radiocarbon dating of SIHP 4875 suggested
likely occupation of the area as early as the 13" century and almost certainly by the 16" century.
Excavation of a 19" century blacksmith’s shop and four kauhale yielded more than 8,552 artifacts,
including a traditional Hawaiian pendant, a fishhook, matting, and lithic, shell, and urchin spine
tools, as well as a large number of imports from Asia, North America, and Europe. These include
ceramics, bottle glass, and nine beads known as “Russian” beads. Some of the artifacts indicate
mixing of traditional and foreign ideas: Hawaiian coins, a pendant made on an imported shell, and
iron fishhooks. There was also a large amount of midden, composed of a variety of faunal remains
of both traditional and introduced taxa. Archaeological features included post molds, fire pits, fence
lines, refuse pits, and living floors. A secondary burial, that of a fetus, was discovered near a house
deposit. Much of the evidence reflects intensive occupation of 19" century Kikihale.

Archaeological monitoring was performed for sidewalk improvements on King Street between
Maunakea and Smith Streets (EImore and Kennedy 2001). A pre-contact burial was inadvertently
discovered (SIHP 5781). In addition, the backdirt yielded artifacts including glass and ceramic
fragments, a shark tooth and possible shark tooth tool, a fishhook, and a possible drilled shell (all
part of SIHP 5781). However, none of the artifacts could be proven to be grave goods associated
with the burial.

There are several studies that took place to the east and southeast of the current study area. In 2002,
archaeological monitoring was carried out for the King Street Rehabilitation project, located on King
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Street, between Dillingham Boulevard and South Street (Mann and Hammatt 2002). An incomplete
burial in poor condition (SIHP 6371) was inadvertently discovered near the intersection of King and
Punchbow! Streets. In addition, a pit feature containing faunal remains was identified near the
intersection of King and Richards Streets. Stratigraphy on a portion of King Street between South
and Bethel Streets displayed a dry clay loam layer which contained historic trash and artifacts.

A literature review and field check were completed for two properties between Maunakea and Smith
Streets (McGerty et al. 1995). Background research during this project suggested that the parcels
were in the ‘ili of Kikihale and near the maika field known as Kalanikahua. In the post-contact
period, these parcels became a part of Chinatown and were located within the boundaries of the 1900
Chinatown fire. Northwest, adjacent to this in the same block, archaeological testing was conducted
near the intersection of Hotel and Maunakea Streets (Heidel and Hammatt 1997). Nothing significant
was recorded, although a historic basement filled with modern debris was noted.

At the corner of Smith and Beretania Streets, several studies were completed for the Smith-Beretania
Parking Lot. An archaeological inventory survey recorded SIHP 6691, which consists of a possible
pre-contact deposit, disturbed human remains, historic trash pits, and historic building remnants
(Mclntosh et al. 2006). A total of 68 subsurface features were identified, including cooking features,
trash pits, midden deposits, and building foundations, some of which date to the 1900 Chinatown
fire. Recovered cultural material consisted of a few traditional Hawaiian items such as an ‘ulu maika,
an adze, and poi pounder fragments, and an abundance of historic artifacts including European and
Asian glass and ceramics. Data recovery added to the knowledge of the archaeological sites by
documenting two human burials assigned to SIHP 6672, as well as pit features, privies, and
traditional and historic cultural material (Cleghorn et al. 2012). Archaeological monitoring for the
project recorded additional burials of SIHP 6772, which in total consists of 22 sets of human remains
that were reinterred on site (Kalilihiwa and Cleghorn 2007). The remains were further studied and
noted as poorly preserved and incomplete (Pietrusewsky 2003). Sex and age distribution of the
burials suggest a family cemetery. Dental and skeletal pathologies were also observed, such as
various dental maladies, tooth ablation, and a bone fracture.

At Fort Street Mall and Hotel Street, archaeological monitoring produced no findings (Hazlett et al.
2008b). Adjacent to the north end of the monitored area, early excavations were conducted at a
parking lot on the makai side of Hotel Street between Kekaulike and River Streets (Kennedy 1984).
Stratigraphy consisted of fill above a coral substrate. Test excavations were later completed for
construction activity at Chinatown Gateway Plaza, on the makai side of Hotel Street, between
Nu‘uanu Avenue and Bethel Street (Cleghorn 1989). Extensive subsurface disturbance was noted,
and fill layers contained scattered historic artifacts. Archival research indicated that the site was
probably used for agriculture and habitation in the pre-contact era. Four buildings on the lot at the
time of study were dated to 1891, 1924, 1925, and 1933. Archaeological testing revealed a historic
trash deposit, SIHP 2142, which contained cultural material dating from the 1880s to the 1920s.
Archaeological monitoring was then conducted for the Chinatown Gateway construction (Charvet-
Pond and Pantaleo 1989). The monitoring recorded materials from the SIHP 2142 trash deposit,
including ceramics, metal, slate, and glass bottles, most of which dated to ca. 1880-1920.

Two studies were completed for the block between Bethel Street, S. Hotel Street, Fort Street Mall,
and Walmart. Archival research for an archaeological literature review and field inspection revealed
that the area was once within a yam field, or pa uhi and may not have been inhabited until the early
post-contact era (Harrington et al. 2018). By the mid-1800s Hawaiian and Euro-American homes
and two bowling alleys occupied the block. By the late-1800s a variety of small retail businesses
emerged, and by 1906 the Empire Theater was established within a previous building on the lot. An
archaeological inventory survey identified SIHP 08811, the remains of the historic Empire
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Theater/Grotto Saloon, including its the buried floor, two historic trash deposits, and a fragment of
human remains (McElroy et al. 2021).

Summary of Background Research and Anticipated Finds

Honolulu Harbor and its environs were well established prior to the arrival of Europeans in the late
18™ century. Native Hawaiian accounts identify the harbor as a significant location associated with
various resources, named people and deities, along with a number of traditional activities. The
environment was characterized by the named winds and rains. Sections of the coral reef were also
named and these likely served as fishing grounds for local families. Fresh water was found in
Nu‘uanu Stream on the northwest end of the harbor. A number of the named places adjacent to the
harbor were associated with extended families and their homes. Hence, daily life revolved around
both the marine resources of the harbor (and neighboring fishponds and salt ponds), as well as
cultivated lands just inland from the coast. The main focus of ritual activity was the heiau at Pakaka
Point, but fishing shrines are also mentioned in traditional accounts.

The arrival of foreigners in Hawai‘i brought about drastic changes to the islands. During the late
1700s and 1800s, Honolulu grew from a small village to a bustling city, and the project area is
located within what is now the Chinatown Historic District (SIHP 9986). Piers 12 and 15 were
established early in Honolulu’s post-contact history, with Pier 15 located just across the street from
the project area. It was established around 1843, when it was known as Emme’s Wharf. In addition,
the prominent residence of Francisco Paula de Marin was situated just south of the current project.
On the project area itself is C. Q. Yee Hop building, which was constructed in 1919 and is currently
used as a warehouse.

Previous archaeological research has covered the Honolulu Harbor vicinity fairly well, with projects
spanning much of the length of Nimitz Highway, and key studies completed for areas such as Marin
Tower, Harbor Court, 800 Nu‘uanu Avenue, and the Chinatown Gateway Plaza. These and other
projects have provided archaeological evidence for transformation of the Honolulu Harbor area over
time with finds such as cultural layers, historic trash deposits, structural remnants, pondfield remains,
and pre- and post-contact burials.

The entire study area has undergone extensive previous disturbance, and it is not likely that any
surface archaeological features remain aside from the historic building. Nevertheless, subsurface
archaeological materials or deposits may be encountered during construction, as evidenced by the
finds of previous studies in the vicinity. Potential archaeological remains that might be encountered
in the project area include remnants of agricultural activity (pondfield deposits and other features
associated with lo‘i), sites related to LCAs of the study area, remains associated with the
development of Chinatown, Honolulu Harbor, and the city of Honolulu (deposits from the
Chinatown fire, structural remnants, cultural material from merchant families), and human burials.

Field Inspection

A field visit was conducted on April 19, 2022 by Keala Pono archaeologist Jeffrey Lapinad. The
parcels and alleyway were walked to identify any surface archaeological resources. The study area
contains a parking lot, paved alley, and the historic building. Most of the study area is open and flat
with excellent visibility, and the entire project area has been disturbed by modern development
(Figures 22-26). Nevertheless, there are small, scattered pockets of landscaping or invasive plants
within the open areas and these were not further inspected. No surface archaeological resources
besides the previously documented historic building were observed during this brief field visit.

55



Figure 22. Overview of project area showing parking lot, historic building (center), and alley
(between pink and white buildings); orientation is to the east.

Figure 23. Yee Hop & Co. historic building, with the parking lot in the foreground; orientation is
to the southeast.
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Figure 24. Inscription on the northeast corner of the historic building with the date 1919 and “C.
Q. YEE HOP & CO LTD.” Orientation is to the north.

Figure 25. Parking lot with Nimitz Highway and Pier 15 in the background; orientation is to the
southwest.

57



Figure 26. Alley; orientation is to the southwest.
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ASSESSMENT AND RECOMMENDATIONS

A literature review and field inspection was conducted for TMK: (1) 1-7-002:013 and 050 in
Honolulu Ahupua‘a, Honolulu District, on the island of O‘ahu, Hawai‘i where the Chinatown Hotel
is proposed. The project area covers 0.64 ac. and (0.26 ha) on the two properties. The literature
review consisted of archival research, and an archaeological field inspection was conducted. The
project area is within the Chinatown Historic District and contains a historic building listed on the
Hawai‘i Register of Historic Places. The field noted this building, and did not identify any new
surface archaeological resources, as the entirety of the project area is paved or has been affected by
extensive development.

Several archaeological implications can be made based on the literature review presented above.
Key data include LCA information, historical maps, the results of previous archaeological work, and
other information for previous land use. The project area vicinity is developed with a historic
structure, small landscaped areas, parking lots, and an alley. It is not likely that any surface
archaeological features remain, and a brief field visit produced no findings other than the one historic
building known for the property. Nevertheless, subsurface archaeological materials or deposits may
be encountered during ground disturbance.

Results of Land Commission Awards Search

There are seven kuleana LCA awards located within the project area and many more in the
immediate vicinity. Mahele data indicate that these were house lots. Documents mention there were
few houses in this area at the time and most belonged to local fishermen. A large land section not
far from the study parcel was granted to Francisco de Paula Marin, a close ally of King Kamehameha
I. He was also awarded LCA 2944 on the same block as the project area.

Results of Historical Map Research

Several maps and paintings were found that depict the project area and a selection of these dating
from 1825-1955 are presented above. These maps illustrate the dramatic changes that took place in
the region. The earliest map shows the Honolulu area with several fishponds and just a few structures
and roads. By the 1850s, the region is depicted as a bustling harbor and port town with large,
Western-style buildings lining the waterfront. Maps from the 20" century present dwellings, which
were soon converted to a wide range of businesses within and surrounding the study parcels. Of note
are various warehouses, an employee dormitory, a sausage facility, and the Sperry Flour Company.
The C. Q. Yee Hop building that is currently within the project area was constructed in 1919 and is
depicted on historic maps. The building is currently being used as a warehouse by a descendant of
Yee Hop.

Knowledge from Previous Archaeological Studies

No previous archaeological research has been done within the project area itself, although several
studies have been completed for the adjacent Nimitz Highway. Previous studies conducted nearby
can help inform on the kinds of subsurface archaeological resources that may be found within the
current project area. Prior archaeological investigations have identified a variety of historic
properties, including cultural layers, historic trash deposits, structural remnants, pondfield remains,
and pre- and post-contact burials. The closest known archaeological sites to the study property
consists of a human burial containing two individuals (SIHP 6889), and a wall and historic artifact
cache (SIHP 6926) makai of North King Street (Dagher and Spear 2007). The historic building
within the project area is listed on the Hawai‘i Register of Historic Places.
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Insights on Previous Land Use

The Honolulu Ahupua‘a and harbor area was culturally significant, as noted in place names,
proverbs, and narrative. Native Hawaiian accounts identify the harbor as an important location
associated with various resources, named people and deities, along with a number of traditional
activities. It was a region with marine and fresh water resources, and supported traditional
subsistence activities such as fishing, salt gathering, and aquaculture. Hence, daily life revolved
around both the marine resources of the harbor (and neighboring fishponds and salt ponds), as well
as cultivated lands of kalo and sweet potato just inland from the coast. The main focus of ritual
activity was the heiau at Pakaka Point, but fishing shrines are also mentioned in traditional accounts.

The arrival of foreigners to Hawai‘i brought about drastic changes to the Honolulu area due to its
harbor. During the late 1700s and 1800s, Honolulu grew from a small village to a major city, and
Kamehameha | established it as the capital in 1809. The project area is located within what is now
the Chinatown Historic District (SIHP 9986). Piers 12 and 15 were established early in Honolulu’s
post-contact history, with Pier 15 (Emme’s Wharf) constructed ca. 1843 just across the street from
the project area. In addition, the prominent residence of Francisco Paula de Marin was situated just
south of the current project, and as mentioned above, the C. Q. Yee Hop building that was
constructed in 1919 still remains on the project property.

Summary and Recommendations

A variety of cultural and historical resources may potentially be found within the project area, such
as the remains of agricultural activity (pondfield deposits and other features associated with lo‘i),
features associated with LCAs of the study area (house sites and other remnants of habitation),
historic vestiges related to the development of Chinatown, Honolulu Harbor, and the city of
Honolulu (deposits from the Chinatown fire, structural remnants, cultural material from merchant
families), and human burials. Because of the occurrence of human remains and other known
archaeological sites in the vicinity, an archaeological inventory survey should be conducted. The
survey should have a subsurface testing component so that buried archaeological resources that
might be disturbed by construction are identified and properly treated.
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ahupua‘a
eas

aina

ali‘i

ali‘i nui
‘apana

au
‘aumakua

‘awa

heiau
ilamuku
e

ili

‘ili kiipono

‘ili‘aina

iwi
kahakai
kahawai
kahuna

kalo

ko‘a
kohola
konane

konohiki

kou

kukui

kuleana

kiiono

kupua

GLOSSARY

Traditional Hawaiian land division usually extending from the uplands to the sea.
Land.
Chief, chiefess, monarch.
High chief.
Piece, slice, section, part, land segment, lot, district.
Current; to flow, as a current.
Family or personal gods. The plural form of the word is ‘aumakua.

The shrub Piper methysticum, or kava, the root of which was used as a ceremonial
drink throughout the Pacific.

Place of worship and ritual in traditional Hawaii.
Executive officer.
Traditional land division, usually a subdivision of an ahupua“a.

An ‘ili within an ahupua‘a that was nearly independent. Tribute was paid to the ruling
chief rather than the chief of the ahupua‘a, and when an ahupua‘a changed hands, the
‘ili kiipono were not transferred to the new ruler.

Land area; a land section, next in importance to ahupua‘a and usually a subdivision
of an ahupua‘a.

Bone.
Beach, seashore, coast.
Stream, creek, river; valley, ravine, gulch, whether wet or dry.
An expert in any profession, often referring to a priest, sorcerer, or magician.

The Polynesian-introduced Colocasia esculenta, or taro, the staple of the traditional
Hawaiian diet.

Fishing shrine.
Reef.
A traditional Hawaiian game played with pebbles on a wooden or stone board.

The overseer of an ahupua‘a ranked below a chief; land or fishing rights under control
of the konohiki; such rights are sometimes called konohiki rights.

The flowering tree, Cordia subcordata, either native to Hawai‘i or introduced by
Polynesians.

The candlenut tree, or Aleurites moluccana, the nuts of which were eaten as a relish
and used for lamp fuel in traditional times.

Right, title, property, portion, responsibility, jurisdiction, authority, interest, claim,
ownership.

Bay, cove, nook, cranny.

Demigod, hero, or supernatural being below the level of a full-fledged deity.
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ku‘ula

limu

lo‘i, lo‘i kalo
loko

Mahele

maile

maka‘ainana

makai
makani
mana
mauka

midden

mo‘o
mo‘olelo
niu

‘olelo no‘eau
o‘opu
‘Opae

pa

papiu

pua aloalo
pueo

ua

uhi

‘ulu maika

wahi pana

A stone god used to attract fish, an altar near the sea, or a hut where fishing gear was
kept with ku‘ula images to invoke their power.

Refers to all sea plants, such as algae and edible seaweed.
An irrigated terrace or set of terraces for the cultivation of taro.
Inside, interior. Pond, lake, pool.
The 1848 division of land.
Alyxia olivaeformis, a fragrant native shrub used for twining.
Common people, or populace; translates to “people that attend the land.”
Toward the sea.
Wind, breeze.
Divine power.
Inland, upland, toward the mountain.

A heap or stratum of refuse normally found on the site of an ancient settlement. In
Hawai‘i, the term generally refers to food remains, whether or not they appear as a
heap or stratum.

Narrow strip of land, smaller than an ‘ili.

A story, myth, history, tradition, legend, or record.

The Polynesian-introduced tree Cocos nucifera, or coconut.
Proverb, wise saying, traditional saying.

Fish of the families Eleotridae, Gobiidae, and Bleniidae.
Shrimp.

Fence, wall, enclosure; dish, flat basin; the mother-of-pearl shell (Pinctada
margaritifera).

Fort or fortress.
Hibiscus flower.
The Hawaiian short-eared owl, Asio flammeus sandwichensis, a common ‘aumakua.
Rain, rainy, to rain.
The yam Dioscorea alata, commonly grown for food.
Stone used in the maika game, similar to bowling.

Sacred places or legendary places that may or may not be kapu, or taboo.
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EXECUTIVE SUMMARY

Carlsmith Ball LLP, on behalf of C.Q. Yee Hop & Company, Limited and Yee Hop Realty, Limited, retained
Ford & Associates, Inc. (FAI) to conduct a Phase | Environmental Site Assessment (Phase | ESA or
assessment) of the commercial property located at 128 North Nimitz Highway (Tax Map Key Numbers
[TMKs]: [1] 1-7-002: Parcel 013 and portions of Parcels 023 and 050) in Honolulu, Oahu, Hawaii (the
“subject property”). The objective of the Phase | ESA was to provide an independent, professional
opinion regarding recognized environmental conditions, as defined by ASTM International (ASTM),
associated with the subject property. This Phase | ESA was requested in association with an acquisition.

FAIl performed this Phase | ESA under the conditions of, and in accordance with, Proposal Number
21P-3063, dated July September 3, 2021, and ASTM International Practice E1527-13, Standard Practice
for Environmental Site Assessments: Phase | Environmental Site Assessment Process as a guideline. Any
exceptions to, or deletions from, this practice are described in Sections 1.2 and 1.3 of this report.

The subject property is approximately 28,000 square feet in area and is improved with a 3-story
commercial building that was constructed in 1919 and an asphalt-paved parking lot. The third floor and
more than half of the second floor in the building collapsed in the distant past, so only a portion of the
second floor remains. The building is currently used for the storage of equipment and supplies, and
includes an area on the second floor where lacquer spraying and other finishing of wooden furniture is
sometimes conducted. The parking lot on the subject property is a commercial parking lot with a
manned pay booth. The northwest edge of the subject property includes a portion of the narrow
roadway known as Gravier Lane.

The City and County of Honolulu Real Property Assessment Division database designates the subject property as
TMKSs: (1) 1-7-002: Parcel 013 and portions of Parcels 023 and 050, and lists the Property Class as
“Commercial.” The City and County of Honolulu, Department of Planning and Permitting (DPP) database indicates
that the subject property is currently zoned “BMX-4 Central Business Mixed Use,” and the State Land Use
designation is “Urban District.” The DPP database also indicates that the subject property is located within the
Chinatown Special District.

The historical research presented in this assessment has established the use of the subject property
since 1897. In addition, information on historic uses of adjoining properties was also obtained. A
chronological summary of the historic uses of the subject and adjoining/nearby properties is presented
below.

The earliest available topographic map, from 1897, depicts the subject property as part of an area
labeled “Pukolo,” showing a small church building on the northwest adjoining area. No structures are
depicted in the subject property. The earliest available fire insurance map, dated 1914, shows the
southwest portion of the subject property developed with a few buildings, including one building with
four stores, and one building divided into two dwellings and one store. The northeastern area of the
subject property is only partially developed with a portion of a warehouse that extends onto the
northeast adjoining property. The 1927 fire insurance map depicts the subject property completely
developed with various structures. The west side of the subject property is depicted with five stores,
one warehouse, one apartment, and one dwelling. The south-central portion of the subject property is

Project No. 21-1888 v



FORD & ASSOCIATES, INC.
8Ts &

AL

depicted with one medium-sized warehouse and one medium-sized warehouse with employee
dormitory. The north-central portion of the subject property is depicted with a medium-sized structure,
but the labeled is not legible. The northern side of the subject property is depicted with a building
labeled “Dining Room,” “Kitchen,” and “Receiving and Shipping Shed,” and a small building labeled
“Sausage Factory.” The southeast portion of the subject property is depicted with a store.

The 1950 fire insurance map shows no significant changes to the subject property, except that two of
the storefronts on the west side of the subject property are no longer depicted, and the sausage factory
and a produce warehouse are combined into a larger building. The 1955 fire insurance map shows no
significant changes, except the west corner of the subject property is depicted with a structure labeled
“Gas & Oil,” likely indicating a gas station. The 1963 fire insurance map shows no significant changes,
except the “Gas & Qil” building is no longer labeled and the stores along the southwest side of the
subject property are no longer depicted. The fire insurance maps dated from 1972 to 1978 how no
significant changes, except that the southwest side of the subject property is depicted without any
structures. The fire insurance maps dated from 1985 to 1993 also show no significant changes, except
one additional building is depicted on the southwest portion of the subject property.

The DPP database indicates that the current commercial building on the subject property was
constructed in 1919. Based on interviews with the property owners, the second floor of the building
was formerly used as a dormitory for Chinese Immigrants. It was also indicated that the subject
property formerly included a gas station with underground storage tanks (USTs), located along North
Nimitz Highway, and ammonia refrigeration equipment formerly operated on the subject property. In
addition, the structures formerly located on the subject property (other than the current building) were
demolished and removed in 1998-1999.

The earliest available records at the City and County of Honolulu Real Property Tax Office indicate that
the majority of the subject property (TMK: [1] 1-7-002: Parcel 013) was owned by C.Q. Yee Hop in 1951
(which changed its name to C.Q. Yee Hop & Co. Ltd. the same year). Land was added to Parcel 013.
Including a parcel owned by Gertrude Straub in 1939 and a parcel owned by Yee Hop Realty Ltd. in 1943.
Current owners listed as C.Q. Yee Hop & Co. Ltd. and Yee Hop Realty Ltd. The Parcel 023 portion of the
subject property was owned by Gertrude S. Straub in 1940, and was deeded to Yee Hop Realty, Ltd. in
1943. A portion of Parcel 023 was leased to Bank of Hawaii in 1963, and a lease was issued to Fong,
Tom, Woo & Young Associates in 1969. In 1977, a portion of Parcel 023 was leased to Ten Hing Inc. and
the lessee, Fong, Tom, Woo & Young Associates, changed its name to Universal Equity Inc. The Parcel
050 portion of the subject property was owned by the State of Hawaii and Yee Hop Realty Ltd. in 1963,
with the name of the parcel listed as “Gravier Lane.” The entire parcel was deeded to Yee Hop Realty,
Ltd. in 1969.

This Assessment has revealed no evidence of recognized environmental conditions, as defined by ASTM,
in connection with the subject property, except for the following:

e Former Onsite USTs — Based on the 1955 fire insurance map and interviews with the property
owners, the subject property formerly included a gas station with USTs. The former gas station
may have also included other subsurface structures of environmental concern such as in-ground
hydraulic car lifts or in-ground oil-water separators. Although no past petroleum hydrocarbon
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releases have been reported at the subject property, there is no documentation available
regarding the past removal and closure of the USTs or other subsurface structures of concern.
Therefore, there is a potential that the USTs and/or other subsurface structures were never
removed/closed, and a potential for past petroleum hydrocarbon releases to impact the subject
property.

This finding is considered a recognized environmental condition because there is a potential for
past petroleum hydrocarbon releases from the USTs and/or other subsurface structures to
impact the subject property. FAl recommends conducting a subsurface investigation at the
former gas station site to assess potential impacts to the subsurface.

¢ Adjoining State Hazardous Waste Site (SHWS) - The east adjoining property, the Yee Hop
Building at 950 Maunakea Street, is listed as a SHWS facility due to diesel found in the soil. The
State of Hawaii Department of Health (HDOH) Hazard Evaluation and Emergency Response
(HEER) Office is listed as the Lead Agency and the SHWS is listed as “Hazard Present,” “Ongoing
Response,” and “Controls Required to Manage Contamination.” FAIl reviewed the HDOH, HEER
case file for this site, which included a 2004 UST closure report and a 2004 “Review of UST
Closure Report” letter from the HEER Office.

According to the closure report, a 1,000-gallon fuel oil UST was closed in-place approximately
two feet east of the Yee Hop Building in 2004. This UST site is located approximately 50 feet to
the east-southeast and hydrologically up-gradient to the subject property. Visible staining and
petroleum odors were observed on the soil below the bottom of the tank, and soil samples
collected from the UST pit and analyzed showed total petroleum hydrocarbons (TPH) as oil and
TPH as diesel well above the HDOH soil action levels (SALs). No further action was
recommended due to the location of the impacted soil, which would compromise the structural
integrity of the Yee Hop building if over-excavated, and because the fuel oil was viscous and
should not migrate. However, the HDOH’s review letter states that, because the vertical extent
of contamination was not determined and there was no determination of the presence of free
product in the groundwater, a groundwater monitoring well close to the south end of the UST
site should be installed and sampled. This was required to determine the extent of the
contamination prior to granting the site a “no further action” (NFA) status. There was no
documentation indicating that the well was ever installed/sampled.

This finding is considered a recognized environmental condition because the former UST site is
located nearby and is hydrologically up-gradient to the subject property, and the SHWS has not
received a “No Further Action” determination from the HDOH, HEER Office. FAl recommends
conducting a limited subsurface investigation, including the installation and sampling of a
groundwater monitoring well on the east-southeast portion of the subject property to assess
potential impacts from the nearby SHWS site.
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This assessment has revealed the following environmental conditions, which are not considered
recognized environmental conditions, as defined by ASTM, but may be considered business
environmental risks:

e Onsite Suspect Asbestos-Containing Materials (ACM) — The building on the subject property
was constructed in 1919 and, therefore, may include ACM. Suspect ACM were observed at the
subject property during FAl’s site visit, including: gypsum wall/ceiling board with joint
tape/compound, drop-in acoustical ceiling panels, mortar, and asphalt pavement. Other suspect
ACM such as caulking/sealant between building components and/or roofing materials may also
be present but hidden from view

This finding is not considered a recognized environmental condition because ACM in buildings is
not considered an ASTM issue. However, FAl recommends that, prior to any activities

(i.e., repair, renovation, demolition) which may disturb suspect ACM, these and similar materials
should be sampled and analyzed for possible asbestos content. If the materials are found to
contain asbestos, the building owner or leased space tenant may be required to comply with
applicable United States Environmental Protection Agency (USEPA), OSHA, National Emission
Standards for Hazardous Air Pollutants (NESHAPS), and state and local regulations.

e Onsite Suspect Lead-Based Paint (LBP) — LBP was commonly used for corrosion protection in
the 1960s, and in prime, intermediate, and finish coats well into the 1970s. The building at the
subject property was constructed in 1919 and may include LBP.

This finding is not considered a recognized environmental condition because LBP in buildings is
not considered an ASTM issue. However, FAl recommends that paint sampling be conducted to
determine the presence or absence of LBP prior to renovation or demolition activities that may
disturb painted surfaces. If the paints are found to contain lead, the building owner or leased
space tenant may be required to comply with applicable federal, state, and local regulations.

e Onsite Fluorescent Light Ballasts with Polychlorinated Biphenyls (PCBs) - Fluorescent light
fixtures were present in the building at the subject property. Many fluorescent light ballasts
manufactured prior to 1980 may contain PCBs. The building at the subject property was
constructed prior to 1980 and may include PCB light ballasts.

This finding is not considered a recognized environmental condition because PCB light ballasts
are considered a de minimis environmental issue. However, FAl recommends that the ballasts
be inspected for “No PCBs” labels prior to planned renovation/demolition activities involving the
removal of fluorescent light fixtures. If the ballasts are not labeled, these units must be
disposed of at an approved PCB waste facility.
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1.0 INTRODUCTION

Carlsmith Ball LLP, on behalf of C.Q. Yee Hop & Company, Limited and Yee Hop Realty, Limited, retained
Ford & Associates, Inc. (FAI) to conduct a Phase | Environmental Site Assessment (Phase | ESA or
assessment) of the commercial property located at 128 North Nimitz Highway (Tax Map Key Numbers
[TMKs]: [1] 1-7-002: Parcel 013 and portions of Parcels 023 and 050) in Honolulu, Oahu, Hawaii (the
“subject property”). The objective of the Phase | ESA was to provide an independent, professional
opinion regarding recognized environmental conditions, as defined by ASTM International (ASTM),
associated with the subject property. This Phase | ESA was requested in association with an acquisition.

11 PURPOSE

The purpose of the assessment is to follow ASTM Practice E1527-13 (ASTM E1527-13), which defines
good commercial and customary practice in the United States of America for conducting an
environmental assessment of a parcel of commercial real estate with respect to the range of
contaminants within the scope of the Comprehensive Environmental Response, Compensation and
Liability Act (CERCLA) (42 U.S.C. [United States Code] §9601) and petroleum products. As such, this
practice is intended to permit a user to satisfy one of the requirements to qualify for the innocent
landowner, contiguous property owner, or bona fide prospective purchaser limitations on CERCLA
liability (hereinafter, the “landowner liability protections,” or “LLPs”): that is, the practice that
constitutes all appropriate inquiries into the previous ownership and uses of the property consistent
with good commercial and customary practice as defined at 42 U.S.C. §9601(35)(B).

The term “recognized environmental condition” means the presence or likely presence of any hazardous
substances or petroleum products in, on, or at a property: (1) due to any release to the environment; (2)
under conditions indicative of a release to the environment; or (3) under conditions that pose a material
threat of a future release to the environment. De minimis conditions are those conditions that generally
do not present a threat to human health or the environment and that generally would not be the
subject of an enforcement action if brought to the attention of appropriate governmental agencies. De
minimis conditions are not considered recognized environmental conditions.

1.2 SCOPE OF WORK

FAI performed this Phase | ESA under the conditions of, and in accordance with Proposal Number 21P-
3063, dated July September 3, 2021 and ASTM Practice E1527-13, Standard Practice for Environmental
Site Assessments: Phase | Environmental Site Assessment Process as a guideline. ASTM Practice E 1527-
13 constitutes “all appropriate inquiry” into the previous ownership and uses of a property consistent
with good commercial or customary practice” as defined at 42 U.S.C. §9601(35)(B). This practice also
permits the user to satisfy one of the requirements to qualify for “LLPs” under CERCLA.

This assessment included the following components:

e Investigate historical use(s) of the subject property through reasonably ascertainable historical
information, such as aerial photographs, fire insurance maps, land use maps, city directories,
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and/or agency records for evidence of prior land use that could have led to recognized
environmental conditions.

e Review available information on general geology and topography of the subject property, local
groundwater conditions, sources of water, power, and sewer, and proximity to ecologically
sensitive receptors, such as streams, that might be impacted by recognized environmental
conditions and environmental issues.

e Review environmental records available from the property owner, current lessee, or site contact
including regulatory agency reports, permits, registrations, and consultants’ reports for evidence
of recognized environmental conditions and activity and use limitations (AULs).

e Interview, or attempt to interview, the subject property owner, current lessee, current lessee’s
operations personnel, key site personnel, and others, regarding current and previous uses of the

property, particularly activities involving hazardous substances and petroleum products.

e Conduct an onsite reconnaissance of the subject property for visual evidence of recognized
environmental conditions, including:

o Existing or potential soil and water contamination, as evidenced by soil or pavement
staining or discoloration, stressed vegetation, or indications of waste dumping or burial

o Pits, ponds, or lagoons
o Containers of hazardous substances or petroleum products

o Electrical and hydraulic equipment that may contain polychlorinated biphenyls (PCBs),
such as electrical transformers and hydraulic hoists

o Underground and aboveground storage tanks (USTs and ASTs, respectively)

e Perform a site property line visual assessment of adjacent properties for evidence of potential
offsite environmental conditions that may affect the subject property.

e Review a commercial database summary of federal and state and tribal regulatory agency
records pertinent to the subject property and offsite facilities located within ASTM-specified
search distances from the subject property.

e As part of the Phase | ESA, conduct Vapor Encroachment Screening to assess the potential for
chemical and petroleum hydrocarbon vapor impacts to the subject property from onsite and

offsite sources, in accordance with the ASTM E2600-15 Standard.

e Prepare this written report, including our findings and conclusions.
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FAIl representative Mr. Tim Swartz, Senior Project Manager and Environmental Professional as defined in
§312.10 of 40 Code of Federal Regulations (CFR) 312 (see Section 11.0), conducted the site walkthrough
portion of the assessment on September 28, 2021, accompanied by Mr. Mike Chun, President of Yee
Hop Realty, Ltd.

Copies of selected relevant documents and supporting information are included in the applicable
appendices. Resumes for assessors and Environmental Professionals involved in this assessment are
included in Appendix A. The Subject Property Location Map and Subject Property Vicinity Map are
included behind the Figures Tab. Photographs taken at the time of the walkthrough are included behind
the Photographs Tab.

1.3 LIMITING CONDITIONS AND EXCEPTIONS OF THE ASSESSMENT

Information obtained for this assessment from sources (listed in the appendices), to the extent it was
relied on to form our opinion, is assumed to be correct and complete. FAlis not responsible for the
quality or content of information from these sources.

1.3.1 Unavailable Documentation

The requested documents regarding the subject property were made available for review during this
assessment.

1.3.2 Data Gaps

The ASTM Practice indicates that all obvious uses of the property shall be identified from the present,
back to the property’s first developed use, or back to 1940, whichever is earlier. Any significant “data
gaps” which affect the ability of the Environmental Professional to identify recognized environmental
conditions shall be noted.

Historical subject property ownership and/or use information was obtained for the time period, 1897 to
present. Based on this information, FAl has established the history of uses of the subject property since
1940 or first development, whichever is earlier.

This Phase | ESA report contains data gaps due of the lack of historical records at five-year intervals.
However, based on our review of the available historical documents, lack of additional historical

information does not appear to be a significant data gap.

1.3.3 Lack of Access/ Reconnaissance Limitations

FAI did not encounter significant access or reconnaissance limitations at the subject property.
14 RELIANCE
The information and opinions rendered in this report are exclusively for use by C.Q. Yee Hop &

Company, Limited and Yee Hop Realty, Limited. FAI will not distribute or publish this report without
consent except as required by law or court order. The information and opinions expressed in this report
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are given in response to a limited assignment and should be considered and implemented only in light of
that assignment. The services provided by FAl in completing this project were consistent with normal
standards of the profession. No other warranty, expressed or implied, is made.
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2.0 USER PROVIDED INFORMATION

ASTM E1527-13 defines “User” as the party seeking to use Practice E1527 to complete a Phase | ESA of
the subject property. ASTM E1527-13 specifies that certain tasks associated with identifying potential
recognized environmental conditions at the subject property should be performed by the User and
provided to the Environmental Professional (i.e., User’s Responsibilities). FAl understands that C.Q. Yee
Hop & Company, Limited and Yee Hop Realty, Limited are the Users as defined by ASTM E1527-13, and
have provided the User a questionnaire, requesting specific information.

The User Questionnaire included requests for information on the following:

(1) Environmental liens and AULs that are filed or recorded against the property;

(2) “Specialized knowledge” of the User;

(3) Relationship of the purchase price to the fair market value of the property if it were not
contaminated;

(4) Commonly known or reasonable ascertainable information;

(5) The degree of obviousness of the presence or likely presence of contamination at the property, and
the ability to detect the contamination by appropriate investigation;

(6) The presence of Proceedings Involving the Property (e.g., litigation, regulatory agency rulings,
violations);

(7) The reason for performing the Phase | ESA; and

(8) Other information/documents (e.g., site plan, ALTA survey).

Based on FAI's review of the User provided information, no evidence of recognized environmental
conditions at the subject property was noted, except that a gas station with USTs was formerly located
on the subject property, along Nimitz Highway, and ammonia refrigeration equipment formerly
operated on the subject property. The completed User Questionnaire is included in Appendix B.
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3.0 SUBJECT PROPERTY DESCRIPTION

3.1 SUBJECT PROPERTY LOCATION AND CURRENT USE

The subject property is located at 128 North Nimitz Highway (additional address listed for Parcel 013 is
112 North Nimitz Highway) in the densely developed Chinatown district of downtown Honolulu, Oahu,
Hawaii, in a commercial setting.

The subject property is approximately 28,000 square feet in area and is improved with a 3-story
commercial building that was constructed in 1919 and an asphalt-paved parking lot. The third floor and
more than half of the second floor in the building collapsed in the distant past, so only a portion of the
second floor remains. The building is currently used for the storage of equipment and supplies, and
includes an area on the second floor where lacquer spraying and other finishing of wooden furniture is
sometimes conducted. The parking lot on the subject property is a commercial parking lot with a
manned pay booth. The northwest edge of the subject property includes a portion of the narrow
roadway known as Gravier Lane.

The City and County of Honolulu Real Property Assessment Division database designates the subject
property as TMKs: (1) 1-7-002: Parcel 013 and portions of Parcels 023 and 050, and lists the Property
Class as “Commercial.” The City and County of Honolulu, Department of Planning and Permitting (DPP)
database indicates that the subject property is currently zoned “BMX-4 Central Business Mixed Use,”
and the State Land Use designation is “Urban District.” The DPP database also indicates that the subject
property is located within the Chinatown Special District.

3.2 CURRENT USES OF ADJOINING AND NEARBY PROPERTIES

The area surrounding the subject property consists of commercial properties. These adjoining and
nearby properties were observed from the subject property, and are listed below:

North: Fair & White Skin Care and Troy Enterprise Fresh Fish Market

Northeast: Golden Palace Seafood Restaurant and Bank of Hawaii

East: HI Design Barber & Lounge

Southeast: Aunty’s Market, New Chee Wo Tong Herbs Store, Honolulu Adventist Community Gospel
Center, Aloha Curtain Wholesale & Retail, Association of Chinese from Vietnam, Cambodia & Laos, and

Sum’s Beauty Center

South: North Nimitz Highway, beyond which are the Harbor Police Station and Pier 14 at Honolulu
Harbor

Southwest: North Nimitz Highway, beyond which are the Harbor Police Station and Pier 15 at Honolulu
Harbor
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West: North Nimitz Highway, beyond which is Pier 15 at Honolulu Harbor

Northwest: K. Kaya Fishing Supplies, Restaurant Equipment Hawaii, Santos Mart Seafood Market
3.3 PHYSICAL SETTING

General information on the physical setting of the subject property was assessed through visual
observations, and review of the following documents: (1) United States Geological Survey (USGS)
topographic maps, (2) soil survey information, and (3) aquifer identification information. The physical
setting is described below:

e Soils: Ewa silty clay loam, moderately shallow, 0 to 2 percent slopes on the majority of the
subject property and “Fill land, mixed” on the southwest portion of the subject property
(Environmental Data Resources, Inc. [EDR] Radius Map Report, 2020; United States Department
of Agriculture [USDA] Soil Conservation Service, 2014)

e Elevation: Approximately 8 to 12 feet above mean sea level (EDR Radius Map Report, 2019;
USGS, Honolulu Quadrangle, 2013)

e Estimated Depth to Shallow Groundwater: Approximately 5 to 10 feet (based on topography;
USGS, Honolulu Quadrangle, 2013)

e Estimated Shallow Groundwater Flow Direction: South-southwest, toward the Pacific Ocean
coastline (EDR Radius Map Report, 2020; USGS, Honolulu Quadrangle, 2013)

e Nearby Surface Water/ Drainage Features: Honolulu Harbor, located approximately 190 feet
southwest of the subject property (USGS, Honolulu Quadrangle, 2013)

The Aquifer Identification and Classification for Oahu: Groundwater Protection Strategy for Hawaii
(Mink, J.F. and L.S. Lau, 1990), published by the Water Resources Research Center at the University of
Hawaii, was reviewed for information on groundwater conditions below the subject property. The
report describes the upper and lower aquifers below the subject property as part of the Nuuanu aquifer
system of the Honolulu sector, on the Island of Oahu.

The upper aquifer is an unconfined basal aquifer of the sedimentary type, occurring in non-volcanic
lithology. Its status is described as a replaceable water supply with moderate salinity (1,000 to 5,000
milligrams per liter [mg/L] Chloride) that is currently used, but it is not used for drinking water purposes
and is not considered ecologically important. This aquifer has a high vulnerability to contamination.

The lower aquifer is a confined basal aquifer of the flank type, occurring in horizontally extensive lavas.
Its status is described as an irreplaceable, fresh (<250 mg/L Chloride) drinking water supply that is
currently used. This aquifer has a low vulnerability to contamination.

The subject property is located below the State of Hawaii Department of Health (HDOH) Safe Drinking
Water Branch defined Underground Injection Control (UIC) line. Areas above the UIC line denote
potential underground drinking water sources. Areas below the UIC line generally denote groundwater
that is unsuitable for drinking water purposes. Consequently, the aquifers underlying the subject
property are not considered a potential drinking water source.
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The subsurface conditions under the subject property are interpreted from available data and may vary.
Estimated groundwater flow direction is based on topography and nearby water features unless
otherwise noted. Topography is not always a reliable basis for predicting groundwater flow direction.
The local groundwater gradient under the subject property may be influenced naturally by zones of

higher or lower permeability, or artificially by nearby pumping or recharge, and may deviate from the
regional trend.
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4.0 HISTORICAL USE INFORMATION REVIEW

A review of available historical and related information was performed. This included a review of ASTM
Standard Historical Sources, Agency/Department records/personnel interviews and other documents.

4.1 SUMMARY OF HISTORICAL USE

The following historical use summary incorporates information obtained from maps, aerial photographs,
land title records, government agencies, interviews, and other components of the assessment process.

The historical research presented in this assessment has established the use of the subject property
since 1897. In addition, information on historic uses of adjoining properties was also obtained. A
chronological summary of the historic uses of the subject and adjoining/nearby properties is presented
below.

The earliest available topographic map, from 1897, depicts the subject property as part of an area
labeled “Pukolo,” showing a small church building on the northwest adjoining area. No structures are
depicted in the subject property. The earliest available fire insurance map, dated 1914, shows the
southwest portion of the subject property developed with a few buildings, including one building with
four stores, and one building divided into two dwellings and one store. The northeastern area of the
subject property is only partially developed with a portion of a warehouse that extends onto the
northeast adjoining property. The 1927 fire insurance map depicts the subject property completely
developed with various structures. The west side of the subject property is depicted with five stores,
one warehouse, one apartment, and one dwelling. The south-central portion of the subject property is
depicted with one medium-sized warehouse and one medium-sized warehouse with employee
dormitory. The north-central portion of the subject property is depicted with a medium-sized structure,
but the labeled is not legible. The northern side of the subject property is depicted with a building
labeled “Dining Room,” “Kitchen,” and “Receiving and Shipping Shed,” and a small building labeled
“Sausage Factory.” The southeast portion of the subject property is depicted with a store.

The 1950 fire insurance map shows no significant changes to the subject property, except that two of
the storefronts on the west side of the subject property are no longer depicted, and the sausage factory
and a produce warehouse are combined into a larger building. The 1955 fire insurance map shows no
significant changes, except the west corner of the subject property is depicted with a structure labeled
“Gas & Qil,” likely indicating a gas station. The 1963 fire insurance map shows no significant changes,
except the “Gas & Qil” building is no longer labeled and the stores along the southwest side of the
subject property are no longer depicted. The fire insurance maps dated from 1972 to 1978 how no
significant changes, except that the southwest side of the subject property is depicted without any
structures. The fire insurance maps dated from 1985 to 1993 also show no significant changes, except
one additional building is depicted on the southwest portion of the subject property.

The DPP database indicates that the current commercial building on the subject property was
constructed in 1919. Based on interviews with the property owners, the second floor of the building
was formerly used as a dormitory for Chinese immigrants. It was also indicated that the subject
property formerly included a gas station with USTs, located along North Nimitz Highway, and ammonia
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refrigeration equipment formerly operated on the subject property. In addition, the structures formerly
located on the subject property (other than the current building) were demolished and removed in
1998-1999.

The earliest available records at the City and County of Honolulu Real Property Tax Office indicate that
the majority of the subject property (TMK: [1] 1-7-002: Parcel 013) was owned by C.Q. Yee Hop in 1951
(which changed its name to C.Q. Yee Hop & Co. Ltd. the same year). Land was added to Parcel 013
including a parcel owned by Gertrude Straub in 1939 and a parcel owned by Yee Hop Realty Ltd. in 1943.
Current owners listed as C.Q. Yee Hop & Co. Ltd. and Yee Hop Realty Ltd. The Parcel 023 portion of the
subject property was owned by Gertrude S. Straub in 1940, and was deeded to Yee Hop Realty, Ltd. in
1943. A portion of Parcel 023 was leased to Bank of Hawaii in 1963, and a lease was issued to Fong,
Tom, Woo & Young Associates in 1969. In 1977, a portion of Parcel 023 was leased to Ten Hing Inc. and
the lessee, Fong, Tom, Woo & Young Associates, changed its name to Universal Equity Inc. The Parcel
050 portion of the subject property was owned by the State of Hawaii and Yee Hop Realty Ltd. in 1963,
with the name of the parcel listed as “Gravier Lane.” The entire parcel was deeded to Yee Hop Realty,
Ltd. in 1969.

4.2 USGS TOPOGRAPHIC MAPS

Historic topographic maps for the subject property and vicinity were reviewed from EDR and FAI's map
collection for the years 1897, 1928, 1953, 1954, 1959, 1969, 1970, 1983, 1998, and 2013. Topographic
maps provided by EDR are included in Appendix C. Key findings noted during this review are as follows:

e The earliest available topographic map, from 1897, depicts the subject property as part of an
area labeled “Pukolo,” showing a small church building on the northwest adjoining area. No
structures are depicted in the subject property. All of the current roadways are shown in the
general area, although the road along the southwest side of the subject property (currently
North Nimitz Highway) is labeled “Queen Street.”

e The 1928 topographic map depicts the subject property and adjoining areas to the northeast
and southwest as part of a rectangular-shaped building complex that extends along Maunakea
Street, North King Street, Kekaulike Street, and North Nimitz Highway. The general area
surrounding the subject property are improved with similar building complexes.

e The topographic maps dated from 1953 to 1998 appear similar and show the subject property
and adjoining properties shaded pink or gray to depict a built-up area of unspecified
development. No buildings/structures are depicted in the general area of the subject property
except on the 1959 map, which depicts a building on the southwest adjoining property, beyond
North Nimitz Highway.

e No significant changes are shown on the 2013 topographic map, except the area of the subject
property is no longer shaded.
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4.3 AERIAL PHOTOGRAPHS

Aerial photographs, including the subject and adjoining properties, were reviewed from EDR and Google
Earth.™ Photographs taken in the years 1952, 1968, 1978, 1985, 1992, 2000, 2004, 2008, 2011, 2012,
2013, 2014, 2016, and 2019 were reviewed. Aerial photographs provided by EDR are included in
Appendix D. Key findings noted during this review are as follows:

e The five earliest available aerial photographs, dated from 1952 to 1992, show the subject
property fully developed with multiple small- and medium-sized commercial buildings. All of
the current roadways are shown in the general area. The surrounding properties were also
densely developed with commercial buildings.

e The remaining aerial photographs, dated from 2000 to 2019, show the subject property with the
current building and parking lot, much as it appeared during FAl's recent site visit.

4.4 FIRE INSURANCE MAPS

Fire insurance maps typically depict either the locations of manufacturing and industrial facilities within
the city limits or potential hazards existing within individual building structures. In many cases, evidence
of environmental concern, such as locations of USTs, can be found by reviewing fire insurance maps.

FAl obtained and reviewed Sanborn Fire Insurance Maps for the subject property and adjoining areas
from EDR. Fire insurance maps were available for the years 1914, 1928, 1950, 1955, 1963, 1974-1976,
1978, 1985, 1991, and 1993. The report provided by EDR is included in Appendix E. Key findings noted
during this review are as follows:

e 1914 Sanborn Map

The earliest available fire insurance map, dated 1914, shows the southwest portion of the
subject property developed with a few buildings, including one building with four stores, and
one building divided into two dwellings and one store. The northeastern area of the subject
property is only partially developed with a portion of a warehouse that extends onto the
northeast adjoining property.

The south adjoining property is depicted with one building divided into two stores with one
elevator. The north adjoining property is depicted with a large structure labeled “City Market”
and multiple smaller structures labeled “Kitchens.” The northeast adjoining property is depicted
with two large structure, one labeled “King Street Market” and the other labeled “Store,” with
additional unlabeled smaller structures are depicted behind the store building. The east
adjoining property is depicted with multiple stores, storage areas, and a warehouse and is
generally labeled “Ozaki General Merchandise.” The southern side of the subject property is
bordered by a roadway labeled “N. Queen Street;” the southeastern side of the subject property
is bordered by a roadway labeled “Maunakea Street;” a roadway labeled “North King Street” is
depicted northeast of the subject property; and a roadway labeled “Kekaulike Street” is
depicted northeast of the subject property.
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e 1927 Sanborn Map

The 1927 fire insurance map depicts the subject property completely developed with various
structures. The west side of the subject property is depicted with five stores, one warehouse,
one apartment, and one dwelling. The south-central portion of the subject property is depicted
with one medium-sized warehouse and one medium-sized warehouse with employee
dormitory. The north-central portion of the subject property is depicted with a medium-sized
structure, but the labeled is not legible. The northern side of the subject property is depicted
with a building labeled “Dining Room,” “Kitchen,” and “Receiving and Shipping Shed,” and a
small building labeled “Sausage Factory.” The southeast portion of the subject property is
depicted with a store.

The southeast adjoining property is depicted with multiple stores. The northeast adjoining
property is depicted with numerous structures including stores, warehouses, a bank, grocery
warehouses, and offices. The northwest adjoining property is depicted with multiple structures,
including those labeled “Sperry Flour Company,” “Stores,” “Warehouses,” and other labels that
are illegible. The east-southeast nearby property, beyond Maunakea Street, is labeled “Auto
Stand” and includes an auto repairing structure and an office with canopy labeled “Gasoline &
Qils,” located approximately 75 feet south (and cross-gradient) of the subject property.

n

e 1950 Sanborn Map
The 1950 fire insurance map shows no significant changes to the subject property, except that
two of the storefronts on the west side of the subject property are no longer depicted, and the
sausage factory and a produce warehouse are combined into a larger building.

e 1955 Sanborn Map

The fire insurance map dated 1955 shows no significant changes to the subject property, except
the west corner of the subject property is depicted with a structure labeled “Gas & Oil,” likely
indicating a gas station. The building on the northwest adjoining property which was previously
labeled “Sperry Flour Company” is now labeled “Auto Parking and Clothes Manufacturing.” One
of the southeast adjoining store buildings is now labeled “Sign and Painting.” One of the
warehouses on the northeast adjoining property is now labeled “Auto Parking and Truck
Loading.”

e 1963 Sanborn Map

The 1963 fire insurance map shows no significant changes to the subject property, except the
building previously labeled “Gas & Oil” is no longer labeled and the stores along the southwest
side of the subject property are no longer depicted. The east adjoining property is depicted as a
vacant lot with a small office building. The “Auto Stand” that previously included an auto
repairing structure and office with canopy labeled “Gasoline & Qils,” beyond Maunakea Street,
is now depicted with a large structure labeled “Open Deck Garage.”

e 1974-1978 Sanborn Maps

The fire insurance maps dated from 1972 to 1978 appear similar and show no significant
changes to the subject property, except that the southwest side of the subject property is
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depicted without any structures. The northeast adjoining property is depicted with three
buildings, including one labeled “Store,” one labeled “Bank,” and one labeled “Office.” The
northwest adjoining property is generally labeled “Fisher Printing Co.”

e 1985-1993 Sanborn Maps

The fire insurance maps dated from 1985 to 1993 show no significant changes to the subject
property, except one additional building is depicted on the southwest portion of the subject
property. Multiple southeast adjoining stores are relabeled as commercial spaces.

4.5 RECORDED LAND TITLE RECORDS

Information provided to FAI by the User with respect to environmental liens or AULs was discussed in
Section 3.0. The ASTM Standard recommends that the User retain a title company or title professional
to provide recorded land title records.

As part of this assessment, FAl attempted to obtain reasonably ascertainable recorded land title records
and lien records that are filed under federal, state, tribal, or local law. This work is generally limited to a
review of these records for the presence of environmental liens and AULs. FAIl purchased and reviewed
an Environmental Lien and AUL Search report provided by EDR, dated September 17, 2021 and included
in Appendix F. FAI's review of the land title records did not reveal environmental liens or AULs
associated with the subject property.

According to available records at the City and County of Honolulu Real Property Tax Assessment Office,
the subject property is designated as TMKs: (1) 1-7-002: Parcel 013 and portions of Parcels 023 and 050.
Historical ownership and lease records are summarized in the following table:

Parcel Year Property Transaction
TMK No.: (1) 1-7-002: 1951 Earliest available records, indicating parcel was owned by C.Q.
Parcel 013 Yee Hop.

1951 Change of owner’s name to C.Q. Yee Hop & Co. Ltd.

1963 Land was added to Parcel 013 from TMKs: (1) 1-7-002: Parcels
012, 015, and 022, which were also previously owned by C.Q.
Yee Hop & Co. Ltd.

1990 Land was added to Parcel 013 from TMKs: (1) 1-7-002: Parcels
014 and 044. Parcel 014 was previously owned by Yee Hop
Realty Ltd. since 1952, and Parcel 044 was previously owned by
Gertrude Straub in 1939 and was deeded to Yee Hop Realty Ltd.
in 1943. Current owners listed as C.Q. Yee Hop & Co. Ltd. and
Yee Hop Realty Ltd.

TMK No.: (1) 1-7-002: 1940 Earliest available records, indicating parcel was owned by
Parcel 023 Gertrude S. Straub.
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Parcel Year Property Transaction
TMK No.: (1) 1-7-002: 1943 Parcel deeded to Yee Hop Realty, Ltd.
Parcel 023
(continued)
1963 Portion of parcel leased to Bank of Hawaii.
1969 Portion of parcel leased to Fong, Tom, Woo & Young Associates.
1977 Portion of parcel leased to Ten Hing Inc.
1977 Lessee name changed from Fong, Tom, Woo & Young
Associates to Universal Equity Inc.
TMK No.: (1) 1-7-002: 1963 Earliest available records, indicating parcel was owned by the
Parcel 050 State of Hawaii and Yee Hop Realty Ltd., with the name of the

parcel listed as “Gravier Lane.”

1969 Entire parcel deeded to Yee Hop Realty, Ltd.

4.6 CITY DIRECTORY

A city directory provides names of former businesses and occupants of the subject property, which may
indicate potential environmental concerns associated with the business. A city directory report was
provided by EDR, and is included in Appendix G. The report includes records from 1992, 1995, 2000,
2005, 2010, 2014, and 2017.

The EDR city directory report does not include any listings for businesses/tenants at the subject
property. The report includes several listings of businesses on two of the north adjoining properties
(101 and 111 North King Street); however, none of the businesses appear to be of potential
environmental concern for the subject property.

4.7 AGENCY CONTACTS

4.7.1 Building, Planning, and/or Zoning Departments

The City and County of Honolulu DPP database was reviewed to obtain historical use information for the
subject property, which includes the land parcels designated as TMKs: (1) 1-7-002: Parcel 013 and
portions of Parcels 023 and 050. The database indicates that the subject property is currently zoned
“BMX-4 Central Business Mixed Use,” and the State Land Use designation is “Urban District.” The DPP
database also indicates that the subject property is located within the Chinatown Special District. The
City and County of Honolulu Real Property Assessment Division database lists the Property Class as
“Commercial.”
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The DPP database indicates that the current commercial building on the subject property was
constructed in 1919. The building is listed as an approximately 4,488 square-foot, single-story structure;
however, it was originally constructed as a three-story building. The DPP database lists two demolition
permits for the subject property, dated 1995 and 1996.

4.7.2 Fire Department

The City and County of Honolulu Fire Department (HFD) was contacted on September 29, 2021 to obtain
information regarding any fires, complaints, permits, or violations involving hazardous material use,
USTs, or ASTs on record for the subject property.

FAl received an e-mail response from the HFD on September 30, 2021, indicating that the HFD has no
records of fires, complaints, permits, or violations involving hazardous material use, USTs, or ASTs for

the subject property.

4.7.3 Department of Health, Solid and Hazardous Waste Branch

The HDOH, Solid and Hazardous Waste Branch (SHWB) databases of registered USTs and leaking USTs
(LUSTs) were reviewed to obtain information regarding any USTs or LUSTs at the subject property or
adjoining properties.

The subject property was not listed in the SHWB databases of USTs and LUSTs.

The north adjoining property was listed on the SHWB database with two 1,000-gallon USTs listed as
“Permanently Out of Use,” with no LUST releases reported.

4.7.4 Department of Health, Hazard Evaluation and Emergency Response Office

The HDOH Hazard Evaluation and Emergency Response (HEER) Office Release Notification database was
reviewed to obtain information regarding any spills or other environmental incidents, which may have
occurred at the subject property or adjoining properties.

Subject Property

FAIl reviewed the HEER database of reported releases, which does not include any listings for the subject
property.

East-Southeast Adjoining Property

The east-southeast adjoining property, the Yee Hop Building at 950 Maunakea Street, is listed as a State
Hazardous Waste Site (SHWS) in the EDR database report (see Section 5.0) for diesel found in soil. The
HEER Office is listed as the Lead Agency and the SHWS is listed as “Hazard Present” and “Ongoing
Response,” with a “Low” Hazard Priority. Use restrictions are listed as “Controls Required to Manage
Contamination.” No additional data was provided in the EDR report; however, FAI reviewed the HDOH,
HEER case file for this site. The case file included a 2004 Underground Storage Tank Closure report
prepared by Kimura International and dated October 2004, and a 2004 “Review of UST Closure Report”
letter from the HEER Office.
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According to the report, a 1,000-gallon fuel oil UST was closed in-place approximately 2 feet to the east
of the Yee Hop building on July 19, 2004. This UST site is located approximately 50 feet east-southeast
of the subject property. Visible staining and petroleum odors were observed on the soil below the
bottom of the tank. Two soil samples were collected, one from each end of the UST. The soil samples
were analyzed for total petroleum hydrocarbons (TPH) as oil, TPH as diesel, and polycyclic aromatic
hydrocarbons (PAHs). Both samples contained TPH as oil at concentrations of 9,200 parts per million
(ppm) and 23,000 ppm, which were above the HDOH soil action levels (SALs) of 5,000 ppm for TPH as oil.
Also, TPH as diesel was detected at a concentration of 11,000 ppm in the soil sample collected from the
south end of the UST, which was above the HDOH SAL of 5,000 ppm for TPH as diesel.

Kimura International recommended no further action due to the location of the impacted soil, which
would compromise the structural integrity of the adjacent Yee Hop building if over-excavated, and
because the fuel oil was viscous and should not migrate. The HDOH reviewed the closure report and
stated that, because the vertical extent of contamination was not determined and there was no
determination of the presence of free product in the groundwater, a groundwater monitoring well close
to the south end of the UST site should be installed and sampled. This was required to determine the
extent of the contamination prior to granting the site a “no further action” (NFA) status. No additional
documents were provided in the HEER case file.

Based on FAI's review of the HEER documents, this nearby SHWS has a potential to impact the subject
property and is considered a recognized environmental condition.

4.8 PREVIOUS ENVIRONMENTAL REPORTS

No previous environmental reports on the subject property were made available during this assessment.

Project No. 21-1888 16



FORD & ASSOCIATES, INC.
8Ts &

AL

5.0 STANDARD FEDERAL, STATE, AND TRIBAL ENVIRONMENTAL RECORD
SOURCES

Available government database information prepared by EDR was reviewed to evaluate both the subject
property and any listed sites within ASTM-recommended search distances. Federal, state, tribal, and
local databases reviewed are included in Appendix H.

Unmappable sites were also listed in the EDR report. Unmappable sites are sites that cannot be plotted
with confidence, but can be located by zip code or city name. In general, a site cannot be geocoded due
to inaccurate or missing information provided by its applicable agency. Cross-referencing addresses and
site names, as well as a visual reconnaissance of surrounding properties, has been completed for the
unmappable facility sites in the database report.

SUBJECT PROPERTY

Facility Index System (FINDS): The subject property is listed in the FINDS database under the name
“Gouvea’s Sausage Factory,” located at 128 North Nimitz Highway.” The FINDS listing merely indicates
that the facility is included in other government databases; specifically, the Occupational Safety and
Health Administration (OSHA) database. However, no pertinent information on this listing was included
in the EDR report.

NEARBY PROPERTIES

A total of 233 listings were identified within ASTM-recommended search distances from the subject
property, listed as follows:

e Two Superfund Enterprise Management System (SEMS) sites

e Three SEMS—Archive (SEMS-ARCHIVE) sites

Two Resource Conservation and Recovery Act (RCRA) Corrective Action (CORRACTS) sites
Two RCRA-Treatment, Storage and Disposal (TSDF) sites

One RCRA Large Quantity Generator (LQG) sites

Six RCRA Very Small Quantity Generator (RCRA-VSQG) sites

e 130 SHWS sites

e 30 LUST sites; nine UST sites

e Six State Engineering Controls (HI ENG CONTROLS) sites

e Nine State Institutional Control (HI INST CONTROL) sites

e Two State Voluntary Response Program (HI VCP) site

e Three State Brownfields (Hl BROWNFIELDS) sites

e One State Landfill/Solid Waste Disposal (SWRCY) site

e Nine RCRA Non-Generator/No Longer Regulated (NonGen/NLR) sites
e 12 Formerly Used Defense Site (FUDS) sites

e One Department of Defense (DOD) site

e Two EDR Proprietary Manufactured Gas Plants (EDR MGP) sites
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e Two EDR Exclusive Historical Auto Stations (EDR Hist Auto) sites
e One EDR Exclusive Historical Cleaners (EDR Hist Cleaner) site.

Four nearby sites with the potential to impact the subject property were evaluated in detail and are

listed as follows:

Facility/Address

Database

Orientation from
Subject Property

Environmental Concern

Yee Hop Building
Maunakea Street
950 Maunakea Street

SHWS

Approximately
50 feet east-
southeast

Yes; SHWS for diesel found in soil is
listed as “Hazard Present” and
“Response Ongoing and Necessary,”
with a “Low” Hazard Priority. Use
restrictions are listed as “Controls
Required to Manage
Contamination.” FAIl reviewed the
HDOH, HEER case file for this site
(see Section 4.7.4 above), which
indicated the HEER required that a
monitoring well be installed at the
south fill port of the closed-in-place
UST. However, no additional
information is available. Based on
our review, this SHWS has a
potential to impact the subject
property.

C.Q. Yee Hop & Co. Ltd
111 North King Street

usT

Adjacent to the
northeast

No; UST site listed with two 1,000-
gallon gasoline USTs, with no
reported releases.

C&CH Waterfront Fire
Station
111 North Nimitz Highway

LUST

141 feet
southwest

No; LUST site (Release ID: 910027)
listed as “Site Cleanup Completed
(NFA).”

Kekaulike Diamond Head
Block Revitalization
163 North Hotel Street

SHWS, SPILLS

446 feet north-
northeast

No; SHWS listed for petroleum
contaminated soil, site listed as “No
Hazard Present for Unrestricted
Residential Use,” and the site
received a letter of completion.
Additionally, the site is
hydrologically cross-gradient and
too distant to reasonably affect the
subject property.

The other listed sites are not expected to present an environmental concern to the subject property
because they require no further action, or based FAI’s review, are too distant and/or topographically
down-gradient or cross-gradient relative to the subject property to reasonably affect it.
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6.0 SITE RECONNAISSANCE

6.1 GENERAL OBSERVATION

The subject property was assessed on foot and was viewed from all adjacent public thoroughfares. At
the time of the site walkthrough on September 28, 2021, the subject property was improved with a 3-
story commercial building constructed of stone and mortar and an asphalt-paved parking lot. The third
floor and more than half of the second floor in the building collapsed in the distant past, so only a
portion of the second floor remains. The ground floor of the building was being used for the storage of
equipment and supplies, including lumber, power tools, and 1- and 5-gallon containers of paints,
coatings, and paint thinner. The second floor also included some stored items, plus an area where
lacquer spraying and other finishing of wooden furniture is sometimes conducted. Twelve 1-gallon and
smaller containers of lacquer, Danish oil, and thinner were observed in this area.

The ground floor of the building also includes an open-sided room in the northeast portion, which was
being used to store lumber and equipment. A 55-gallon drum of refrigeration oil (not in secondary
containment) and 14 empty, 5-gallon lard buckets were also observed in this room. A storm drain
opening (covered with two metal plates) was observed in the concrete floor of this room. The exterior
wall on the northeast side of the building was observed with a small, fenced enclosure containing a 30-
gallon drum of used cooking oil, which is used by the northeast adjoining Golden Palace Seafood
Restaurant, according to Mr. Chun.

The parking lot on the subject property is a commercial parking lot with a manned pay booth. FAI
inspected the westernmost portion of the parking lot where the former “Gas & Oils” area was depicted
on the 1955 fire insurance map (see Section 4.4 above). However, no evidence of the former “Gas &
Oils” area was observed. FAIl observed a large steel plate on the pavement in at the north corner of the
parking lot. According to Mr. Chun, the steel plate covers an in-ground food grease interceptor that is
used by the northeast adjoining Golden Palace Seafood Restaurant. A short driveway was observed at
the east corner of the subject property, which provides access to the subject property from Maunakea
Street.

No evidence of current or former USTs, in-ground hydraulic equipment, cesspools, or other subsurface
structures of environmental concern was noted on the subject property. In addition, no significant
surface staining or other evidence of chemical/petroleum releases was observed on the subject
property during FAI’s site visit.

6.2 HAZARDOUS SUBSTANCE AND PETROLEUM PRODUCTS (OTHER THAN UST/AST)

The subject property was assessed for signs of use, storage, or disposal of hazardous substances and/or
petroleum products (other than those stored in USTs/ASTs, see Section 6.3 below). Property uses where
these types of materials are typically found include: vehicle service bays, vehicle repair operations, auto
body shops and related activities (e.g., solvents, cleaners, degreasers, lubricants, paints, antifreeze); dry
cleaners, rug cleaners, steam laundries, Laundromats with self-serve dry clean machines (e.g.,
chlorinated solvents, Naphtha, mineral spirits); manufacturing operations, plating facilities, and other
industrial/commercial operations. For purposes of this assessment, this does not include use/storage of
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small quantities of typical janitorial and maintenance materials (if any), unless considered relevant.
Hazardous Wastes (if any) are further discussed in Section 6.4 below.

No visual evidence was observed, and no information was obtained to indicate the current and/or
potential past presence of the above noted items, except for the following:

e One 55-gallon drum of refrigeration oil stored in the open-sided room in the northeast portion
of the building

e Twelve 5-gallon buckets and 13, 1-gallon cans of paints, coatings, and paint thinner, located on
shelves in the central storage room on the ground floor of the building

e Five 5-gallon canisters of gasoline, located on a shelf in the central storage room on the ground
floor of the building

e Twelve 1-gallon and smaller containers of lacquer, Danish oil, and thinner, located on a table on
the second floor of the building

The above-listed containers were observed in generally good condition with no significant staining or
other evidence of releases observed on or around the containers.

6.3 STORAGE TANKS

6.3.1 Underground Storage Tanks

The subject property was assessed for evidence of USTs. The assessment consisted of noting evidence
(e.g., fill ports, vent piping, dispensing equipment, pavement variations) indicating that USTs are
currently or were previously located on the subject property.

No visual evidence was observed, and no other information was obtained, to indicate the current and/or
potential past presence of USTs at the subject property, except for the former “Gas & Oils” area
depicted on the westernmost portion of the subject property on the 1955 fire insurance map (see
Section 4.4 above). “Gas & Qils” areas on fire insurance maps oftentimes indicate the presence of gas
stations with USTs.

6.3.2 Aboveground Storage Tanks

The subject property was assessed for evidence of ASTs, such as concrete foundations or saddles,
pedestals or steel support structures, indicating that ASTs were previously located on the subject
property.

No visual evidence was observed, and no other information was obtained, to indicate the current and/or

potential past presence of ASTs at the subject property, except for the former “Gas & Qils” area
depicted on the westernmost portion of the subject property on the 1955 fire insurance map (see
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Section 4.4 above). “Gas & Oils” areas on fire insurance maps may indicate the past presence of ASTs
containing gasoline and/or oils.

6.3.3 In-Ground Hydraulic Equipment

The subject property was assessed for evidence of in-ground hydraulic equipment (e.g., hydraulic
elevators or lifts that have hydraulic fluid-containing reservoirs or jacks below ground surface) or other
types of hydraulic equipment. Hydraulic fluid in equipment installed in 1978 or before may contain
PCBs.

No visual evidence was observed, and no other information was obtained, to indicate the current and/or
potential past presence of in-ground hydraulic equipment at the subject property, except for the former
“Gas & Oils” area depicted on the westernmost portion of the subject property on the 1955 fire
insurance map (see Section 4.4 above). “Gas & Oils” areas on fire insurance maps may indicate the past
presence of gas stations with in-ground hydraulic lifts.

6.4 WASTES

The subject property was assessed for evidence suggesting the generation or disposal of “wastes” onsite
(e.g., drums, dumpsters, debris piles). Observations suggesting the presence of wastes onsite are
presented below. This includes observations/information suggesting: 1) the placement of significant
quantities of “fill” materials (from an unknown or potentially contaminated source); or 2) the “disposal”
of wastes/debris/trash onsite.

No evidence of wastes was observed at the subject property during FAI’s site visit, except for the 30-
gallon drum of used cooking oil stored in the small, fenced enclosure along the northeast exterior wall of
the building. This drum belongs to the northeast adjoining Golden Palace Seafood Restaurant, according
to Mr. Chun. In addition, a garbage dumpster serviced by Honolulu Disposal Service was observed on
the southernmost portion of the parking lot.

It should also be noted that the type of soil found on the southwest portion of the subject property is
designated as “Fill land, mixed” (USDA Soil Conservation Service, 2014). This soil type consists of areas
filled with material dredged from the ocean or hauled from nearby areas, garbage, and general material
from other sources.

6.5 POLYCHLORINATED BIPHENYLS

The subject property was assessed for the presence of liquid-cooled electrical units (e.g., transformers)
and major sources of hydraulic fluid (e.g., elevators, lifts). Such units are notable because they may be
potential PCB sources. Potential PCB-containing in-ground hydraulic equipment (if any) was discussed in
Section 6.3.3.

No large suspect PCB units such as electrical transformers were observed at the subject property during
FAl's site visit.
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FAIl observed fluorescent light fixtures (with electrical ballasts) in the building at the subject property. Fluorescent
light ballasts manufactured prior to 1980 may contain PCBs. Because the building at the subject property was
constructed prior to 1980, the light fixtures may include PCB ballasts. If the light fixtures will be removed and
disposed during future renovation/demolition activities, the ballasts should be inspected for “No PCBs” labels prior
to removal and disposal. If any of them are not labeled “No PCBs,” the unlabeled ballasts should be handled and
disposed as PCB waste.

6.6 WASTE WATER AND STORM WATER DISCHARGE

The subject property was assessed for evidence of waste or process water discharges (if any) and storm
water discharges. For purposes of this assessment, this generally includes discharges other than
domestic waste water from sinks and toilets. In addition, properly functioning septic systems used
strictly for residential and most commercial operations generally do not represent a cause for concern.
Exceptions can include those instances where hazardous substances/petroleum products may be
discharged through the system (e.g., spent solvents at an auto repair facility).

No evidence of waste water or waste water discharge was observed at the subject property.

The storm water runoff from the subject property flows via sheet flow to the southwest, into North
Nimitz Highway and the associated storm drains. The nearest curbside storm drain opening observed
was located near the corner of North Nimitz Highway and Maunakea Street.

6.7 WELLS

The subject property was assessed for evidence of wells (e.g., dry, irrigation, injection, abandoned,
monitor, supply).

No evidence of wells was observed on the subject property during FAI’s recent site visit.
According to the EDR report, the water well closest to the subject property is identified as Well ID No. 3-
1852-001. ltis located approximately 75 feet north of the subject property. This well is listed under the

name “Ala Moana Blvd” and it was drilled in 1937 to a depth of 60 feet. The owner/user of the well is
listed as “Chun Hoon Market” and the use of the well is listed as “Other.”
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7.0 INTERVIEWS

The purpose of the interview(s) was to obtain additional information related to 1) the current and past
operations at the subject and/or adjoining properties that may result in recognized environmental
conditions; and 2) the presence of Proceedings Involving the Property (e.g., litigation, regulatory agency
rulings, violations). FAl interviewed the following personnel:

FAl interviewed Mr. Mike Chun, President of Yee Hop Realty, Ltd., during the site walkthrough on
September 28, 2021. He was forthcoming with information for which he had knowledge.

- Mr. Chun has worked for his family at the subject property for over 60 years and has managed
the subject property for over 30 years. He stated that the current building on the subject
property was constructed in 1919, and the second floor of the building was formerly used as a
dormitory for Chinese immigrants. Mr. Chun also stated that the subject property formerly
included a gas station with USTs, located along North Nimitz Highway, and several large
refrigeration units used for food storage formerly occupied the subject property. He further
stated that the former commercial structures at the subject property were demolished and
removed in 1998-1999.

- According to Mr. Chun, the third floor and most of the second floor in the building collapsed
many years ago, and the building has mostly been used for material storage since that time. He
stated that a portion of the second floor is sometimes used for finishing unfinished wood
furniture and includes a lacquer spraying area with a ventilation system.

- According to Mr. Chun, the 30-gallon drum of used cooking oil located in the fenced enclosure
on the northeast side of the building is used by the northeast adjoining Golden Palace Seafood
Restaurant. He further stated that the in-ground food grease interceptor (covered with a steel
plate) located at the north corner of the subject property is also used by the Golden Palace
Seafood Restaurant.

- Mr. Chun was asked if he had any information regarding onsite USTs, in-ground hydraulic
equipment, cesspools, chemical spills or releases, and/or government violations associated with
the subject property. He was unaware of any of these items or other environmental issues at
the subject property, and was not aware of any government violations associated with the
subject property.

- Mr. Chun was asked the following and responded to the best of his knowledge:
Any pending, threatened, or past litigation
relevant to hazardous substances or

petroleum products in, on, or from the Yes No X
property.
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Any pending, threatened or past

administrative proceedings relevant to

hazardous substances or petroleum Yes
products in, on, or from the property.

Any notices from any governmental entity

regarding any possible violation of

environmental laws or possible liability

relating to hazardous substances or

petroleum products. Yes
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8.0 TIER 1VAPOR ENCROACHMENT SCREEN (VES)

The VES was conducted in accordance with ASTM E2600-15, Standard Guide for Vapor Encroachment
Screening on Property Involved in Real Estate Transactions. A VES is often conducted in conjunction
with a Phase | ESA as much of the information utilized is common to both processes. The goal of a VES is
to identify if a potential vapor encroachment condition (VEC) may exist at a subject property. A VEC is
defined as the presence or likely presence of chemicals of concern (COC) vapors in the subsurface of a
subject property caused by the release of vapors from contaminated soil and/or groundwater either on
or near the subject property.

A Tier 1 VES includes obtaining and reviewing information on the subject property and adjoining
properties. This includes information on the following: user provided information; physical setting
information; existing/planned use of the subject property; types of structures/existing or planned on the
subject property; surrounding area description; selected Federal, State, Local and Tribal environmental
records sources; historical records related to the past use of the subject property and adjoining
properties within the area of concern (AOC), 1/3 to 1/10 mile; the likely COC; and the presence of
significant natural or man-made conduits that can serve as preferential pathways, such as utility
corridors, sewers, storm drains, etc. (Note: These “preferential pathways” may provide for a more
direct route for vapors to encroach upon the subject property).

An evaluation of information for the Tier 1 VES includes two tests: 1) a search distance test to evaluate
the proximity of the target property to known or suspected “contaminated properties”, and 2) a
chemicals of concern test to determine the likely presence of COCs at the subject property or properties
within the AOC. In evaluating the data, the distance and proximity to potentially contaminated off-site
properties must be evaluated, including whether they are up-, cross-, or down-gradient relative to the
subject property. A brief summary of relevant information considered for the Tier 1 screening follows:

Use of Property: Commercial building used for the storage of equipment and supplies,
with a second floor area where lacquer spraying and other finishing of
wooden furniture is conducted.

Soil Characteristics: Ewa silty clay loam, moderately shallow, 0 to 2 percent slopes on the
majority of the subject property and “Fill land, mixed” on the
southwestern side of the subject property (EDR Radius Map Report,
2020; USDA Soil Conservation Service, 2014)

Depth to Groundwater: Approximately 5 to 10 feet (based on topography; USGS, Honolulu
Quadrangle, 2013)

Preferential Pathways: Underground utilities currently exist onsite.
The subject property and three nearby properties were identified within the AOC and are considered

VECs. The names, addresses, types of COCs, orientation from the subject property, and cleanup status
for these facilities are listed in the following table:
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Location of Known or
Suspect Contaminated
Properties

Type of COC

Orientation from
Subject Property
(Distance/Direction
/Gradient)

Cleanup “Status” or
Comments

128 North Nimitz
Highway

Petroleum
Hydrocarbons

Subject Property

Based on the 1955 fire
insurance map and
interviews with the property
owners, the subject property
formerly included a gas
station with USTs. Although
no UST releases have been
reported, there is no
documentation available
regarding the past removal
and closure of the USTs.
Therefore, there is a
potential that the USTs were
never removed/closed, and
a potential for past UST
releases to impact the
subject property.

Yee Hop Building
Maunakea Street
950 Maunakea Street

Petroleum
Hydrocarbons

Approximately 50
feet east-
southeast/up-
gradient

This facility includes a SHWS
listed as “Hazard Present”
and “Ongoing Response,”
with a “Low” Hazard Priority
for diesel oil found in soil
during the removal of a
1,000-gallon fuel UST. The
HDOH required a monitoring
well be installed; however,
no additional information
was available. Based on our
review, this SHWS has a
potential to impact the
subject property.
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Location of Known or

Orientation from
Subject Property

Cleanup “Status” or

163 North Hotel Street

Suspect Contaminated | Type of COC (Distance/Direction | Comments
Properties /Gradient)
C&CH Waterfront Fire Petroleum 141 feet This facility includes a LUST
Station Hydrocarbons southwest/down- | site listed as “Site Cleanup
111 North Nimitz gradient Completed (NFA);” however,
Highway the site is hydrologically
cross-gradient and too
distant to reasonably affect
the subject property.
Kekaulike Diamond Petroleum 446 feet north- This facility includes a SHWS
Head Block Hydrocarbons northeast/cross- due to petroleum
Revitalization gradient contaminated soil.

However, the site is listed as
“No Hazard Present for
Unrestricted Residential
Use,” and the SHWS
received a letter of
completion. Additionally,
the site is hydrologically
cross-gradient and too
distant to reasonably affect
the subject property.

The VES process has been completed in accordance with the Standard. Based on our review of available

information, the VECs identified at the subject property and east-southeast adjoining property are
considered recognized environmental conditions because there is evidence of a past release of
petroleum hydrocarbons, or the potential for a past release of petroleum hydrocarbons to impact the
subject property. The other two identified VECs are not considered recognized environmental
conditions based on their statuses and locations relative to the subject property.

Project No. 21-1888
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9.0 NON-ASTM ISSUES

Non-ASTM issues include potential environmental concerns that are not considered recognized
environmental conditions but may be considered business environmental risks. The non-ASTM issues
covered in this Phase | ESA report include suspect Asbestos-Containing Materials (ACM), radon gas,
suspect Lead-Based Paint (LBP), and wetlands.

9.1 ASBESTOS-CONTAINING MATERIALS (ACM)

The subject property was inspected for the presence of suspect ACM such as ceiling and roofing
materials, and presumed ACM as defined by the Occupational Safety and Health Administration (OSHA)
(29 CFR 1926.1101), which includes thermal system insulation and surfacing material, if building
construction was prior to 1981. Asphalt and vinyl flooring material installed prior to 1980 must also be
considered asbestos-containing unless proven otherwise.

Based on DPP records, the building on the subject property was constructed in 1919 and may include
ACM. Suspect ACM were observed at the subject property during FAI’s site visit, including: gypsum
wall/ceiling board with joint tape/compound, drop-in acoustical ceiling panels, mortar, and asphalt
pavement. Other suspect ACM such as caulking/sealant between building components and/or roofing
materials may also be present but hidden from view.

Prior to any activities (i.e., repair, renovation, demolition) which may disturb untested, suspect ACM,
these and similar materials should be sampled and analyzed for possible asbestos content. If these
materials are found to contain asbestos, the building owner or leased space tenant may be required to
comply with applicable United States Environmental Protection Agency (USEPA), OSHA, National
Emission Standards for Hazardous Air Pollutants (NESHAPS), and state and local regulations.

9.2 RADON

Radon is a naturally occurring radioactive gas formed by the decay of uranium in bedrock and soil. The
potential adverse health effects associated with radon gas depend on various factors, such as the
concentration of the gas and duration of exposure. The concentration of radon gas in a building
depends on subsurface soil conditions, the integrity of the building’s foundation, and the building’s
ventilation system.

Due to the relatively young geological age (less than five million years) of the southernmost islands of
the Hawaiian archipelago, radon gas does not occur at elevated levels in native soils.

9.3 LEAD-BASED PAINT (LBP)

Lead-based paint was commonly used for corrosion protection in the 1960s, and in prime, intermediate,
and finish coats well into the 1970s. Regulations specifically addressing LBP include Housing and Urban
Development (1995) guidelines and the Consumer Product Safety Act (1977). These guidelines define
LBP as paint containing 0.5% lead by weight (5,000 ppm) for housing. The Consumer Product Safety
Commission defines lead-containing paint as paint containing greater than 0.009% lead by weight (90
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ppm) for consumer products. There is no industrial definition. There are specific testing methods for
sampling and analyzing lead in paint.

Because the building on the subject property was constructed in 1919, the paints on the building are
considered suspect LBP. The only way to determine if LBP is present is to sample and analyze the
painted surfaces for lead content. Sampling and analysis of paints was not conducted during this Phase |
ESA.

The presence or absence of LBP should be assessed prior to renovation or demolition activities that may
disturb painted surfaces. If lead is identified in the paints, USEPA and OSHA regulations should be
followed when disturbing the paints (i.e., sanding, drilling, grinding, or removing paint).

9.4 WETLANDS

The subject property was inspected for the presence of sensitive ecological areas by noting
environmental indicators (e.g., wetlands vegetation, floodplains) located on or immediately adjoining
the subject property.

No sensitive ecological areas were observed on the subject property. The nearest body of water is
Honolulu Harbor, located approximately 190 feet west of the subject property. The United States Fish
and Wildlife Service (USFWS) National Wetland Map describes this water body as an Estuarine and
Marine Deepwater habitat, classified as: System “Marine;” Subsystem “Subtidal; ” Class “Unconsolidated
Bottom;” Water Regime “Subtidal;” and Special Modifier “Excavated.”

The Federal Emergency Management Agency (FEMA) Flood Insurance Rate Map (FIRM) was reviewed to
determine if the subject property is located in a flood hazard area. According to the FEMA/FIRM index
map (FEMA/FIRM Panel No. 15003C0362G, dated November 5, 2014), the subject property is located
within Flood Zone X, which denotes areas determined to be outside the 0.2% annual chance floodplain.
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10.0 FINDINGS, OPINIONS, AND CONCLUSIONS

FAIl has performed a Phase | ESA in conformance with the scope and limitations of ASTM Practice E1527-
13 for the commercial property located at 128 North Nimitz Highway (TMKs: [1] 1-7-002: Parcel 013 and
portions of Parcels 023 and 050) in Honolulu, Oahu, Hawaii (the “subject property”). Any exceptions to,
or deletions from, this practice are described in Sections 1.2 and 1.3 of this report.

This Assessment has revealed no evidence of recognized environmental conditions, as defined by ASTM,
in connection with the subject property, except for the following:

e Former Onsite USTs — Based on the 1955 fire insurance map and interviews with the property
owners, the subject property formerly included a gas station with USTs. The former gas station
may have also included other subsurface structures of environmental concern such as in-ground
hydraulic car lifts or in-ground oil-water separators. Although no past petroleum hydrocarbon
releases have been reported at the subject property, there is no documentation available
regarding the past removal and closure of the USTs or other subsurface structures of concern.
Therefore, there is a potential that the USTs and/or other subsurface structures were never
removed/closed, and a potential for past petroleum hydrocarbon releases to impact the subject
property.

This finding is considered a recognized environmental condition because there is a potential for
past petroleum hydrocarbon releases from the USTs and/or other subsurface structures to
impact the subject property. FAl recommends conducting a subsurface investigation at the
former gas station location to assess potential impacts to the subsurface.

o Offsite SHWS - The east adjoining property, the Yee Hop Building at 950 Maunakea Street, is
listed as a SHWS facility due to diesel found in the soil. The HDOH, HEER Office is listed as the
Lead Agency and the SHWS is listed as “Hazard Present,” “Ongoing Response,” and “Controls
Required to Manage Contamination.” FAI reviewed the HDOH, HEER case file for this site, which
included a 2004 UST closure report and a 2004 “Review of UST Closure Report” letter from the
HEER Office.

According to the closure report, a 1,000-gallon fuel oil UST was closed in-place approximately
two feet east of the Yee Hop Building in 2004. This UST site is located approximately 50 feet to
the east-southeast and hydrologically up-gradient to the subject property. Visible staining and
petroleum odors were observed on the soil below the bottom of the tank, and soil samples
collected from the UST pit and analyzed showed TPH as oil and TPH as diesel well above the
HDOH SALs. No further action was recommended due to the location of the impacted soil,
which would compromise the structural integrity of the Yee Hop building if over-excavated, and
because the fuel oil was viscous and should not migrate. However, the HDOH’s review letter
states that, because the vertical extent of contamination was not determined and there was no
determination of the presence of free product in the groundwater, a groundwater monitoring
well close to the south end of the UST site should be installed and sampled. This was required
to determine the extent of the contamination prior to granting the site NFA status. There was
no documentation indicating that the well was ever installed/sampled.
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This finding is considered a recognized environmental condition because the former UST site is
located nearby and is hydrologically up-gradient to the subject property, and the SHWS has not
received a “No Further Action” determination from the HDOH, HEER Office. FAlI recommends
conducting a limited subsurface investigation, including the installation and sampling of a
groundwater monitoring well on the east-southeast portion of the subject property to assess
potential impacts from the nearby SHWS site.

This assessment has revealed the following environmental conditions, which are not considered
recognized environmental conditions, as defined by ASTM, but may be considered business
environmental risks:

e Onsite Suspect ACM — The building on the subject property was constructed in 1919 and,
therefore, may include ACM. Suspect ACM were observed at the subject property during FAI's
site visit, including: gypsum wall/ceiling board with joint tape/compound, drop-in acoustical
ceiling panels, mortar, and asphalt pavement. Other suspect ACM such as caulking/sealant
between building components and/or roofing materials may also be present but hidden from
view

This finding is not considered a recognized environmental condition because ACM in buildings is
not considered an ASTM issue. However, FAl recommends that, prior to any activities

(i.e., repair, renovation, demolition) which may disturb suspect ACM, these and similar materials
should be sampled and analyzed for possible asbestos content. If the materials are found to
contain asbestos, the building owner or leased space tenant may be required to comply with
applicable USEPA, OSHA, NESHAPS, and state and local regulations.

e Onsite Suspect LBP — LBP was commonly used for corrosion protection in the 1960s, and in
prime, intermediate, and finish coats well into the 1970s. The building at the subject property
was constructed in 1919 and may include LBP.

This finding is not considered a recognized environmental condition because LBP in buildings is
not considered an ASTM issue. However, FAl recommends that paint sampling be conducted to
determine the presence or absence of LBP prior to renovation or demolition activities that may
disturb painted surfaces. If the paints are found to contain lead, the building owner or leased
space tenant may be required to comply with applicable federal, state, and local regulations.

e Onsite Fluorescent Light Ballasts with PCBs - Fluorescent light fixtures were present in the
building at the subject property. Many fluorescent light ballasts manufactured prior to 1980
may contain PCBs. The building at the subject property was constructed prior to 1980 and may
include PCB light ballasts.

This finding is not considered a recognized environmental condition because PCB light ballasts

are considered a de minimis environmental issue. However, FAl recommends that the ballasts
be inspected for “No PCBs” labels prior to planned renovation/demolition activities involving the
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removal of fluorescent light fixtures. If the ballasts are not labeled, these units must be
disposed of at an approved PCB waste facility.
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11.0 SIGNATURES

| declare that, to the best of my professional knowledge and
belief, | meet the definition of Environmental Professional as
defined in §312.10 of 40 CFR 312. | have the specific
qualifications based on education, training, and experience
to assess a property of the nature, history, and setting of the
subject property. | have developed and performed the all
appropriate inquiries in conformance with the standards and
practices set forth in 40 CFR Part 312.

s

P

Tim Swartz
Senior Project Manager
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Daniel P. Ford P.G.
Principal Geologist
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1.  INTRODUCTION *d",

Rowan Williams Davies & Irwin Inc. (RWDI) was retained to assess the
potential wind comfort conditions at pedestrian levels on and around the
proposed Chinatown Hotel (aka Nimitz Hotel) located at 128 Nimitz
Highway in Honolulu, Hawaii. The objective of this assessment is to
provide an evaluation of the potential wind impact of the proposed
development.

The project site is located along Nimitz Highway, south of Kekaulike HONOLULU
Street, west of North King Street, and north of Maunakea Street (Image HARBOR
1). It is a 15-story hotel tower development and includes outdoor
terraces on Level 4 and roof. The project is surrounded by low to mid-rise
buildings in the proximity to the north, east and south. Tall buildings
exist to the distant northeast through south (Arts District, Downtown and

Universities). Honolulu Harbor is to the west.

Image 1: Aerial View of the Existing Site and Surroundings
Key areas of interest for this assessment includes sidewalks, abutter roof, (Courtesy Google™ Earth)

main entrance, Level 2 and 3 parking areas, and terraces on Level 4 and
roof (Image 2).
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Image 2: 3D Model of the Proposed Project
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2. BACKGROUND

2.1 Objective

The objective of this assessment is to provide an evaluation of the
potential wind impact of the proposed development on pedestrian
areas around it. This quantitative assessment was based on
Computational Fluid Dynamics (CFD) simulations of wind flows on a
virtual model of the project and surroundings using Orbital Stack, an in-
house CFD tool.

The simulated wind flow information was combined with the local wind
records and compared to the RWDI criteria for gauging wind comfort
and safety in patron-occupied areas. The assessment is based on the
following:

« Areview of the regional long-term meteorological data from
Honolulu International Airport;

« 3D model received on April 5, 2022;

» The use of Orbital Stack, an in-house computational fluid dynamics
(CFD) tool, to simulate wind flows and aid in the assessment of wind
comfort; and,

« Our engineering judgment, experience, and expert knowledge of
wind flows around buildings'-3.

RWDI Project #2204654
April 29, 2022

2.2 CFD in Urban Wind Modeling

Computational fluid dynamics (CFD) is a numerical modeling technique
for simulating wind flow in complex environments. For urban wind
modeling, CFD techniques are used to generate a virtual wind tunnel
where flows around the site, surroundings and the study building(s) are
simulated at full scale. The computational domain that covers the site
and surroundings is divided into millions of small cells where
calculations are performed, which allows for the “mapping” of wind
conditions across the entire study domain. CFD excels as a tool for
urban wind modeling for providing early design advice, resolving
complex flow physics, comparing designs and site scenarios and helping
diagnose problematic wind condition.

The computational method used in the current assessment leverages
detailed simulations of the unsteady, transient and turbulent nature of
wind in high resolution and detail. This approach allows a high degree of
accuracy in the prediction of mean and gust wind characteristics within
the pedestrian realm.

Pedestrian Wind Assessment | 4
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3.1 Simulation Model

Wind flows were simulated using Orbital Stack, an in-house
computational fluid dynamics (CFD) tool, for the Existing and Proposed
site configurations with the existing surroundings. The computer model
of the project building and the existing site with the proximity model are
shown in Images 3 to 5.

For the purposes of this computational study, the 3D models were
simplified to include only the necessary building and terrain details that
would affect the wind flows around the proposed development.
Landscaping was not included in the computer model in order to
provide more conservative wind predictions.

Wind flows approaching from 12 directions were simulated (30°, 40°,
50°, 60°, 70°, 80°, 90°, 140°, 180°, 230°, 290°, 330°), accounting for the
directionality of more than 90% of historic wind records (See Section
3.2). The information obtained was then combined with the long-term
wind records to predict wind speeds in the simulated areas (i.e. 5 ft
above concerned levels). For further details about the simulation
method, refer to Appendix A.

=

Image 3: Computer Model of the Proposed Hotel
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Image 4: Computer Model - Existing Site and Surroundings
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Image 5: Computer Model - Proposed Development and Surroundings (Including the Future Highway Bridges)
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3. METHODOLOGY

3.2 Wind Climate

Long-term Wind statistics recorded at Honolulu International Airport
between 1989 and 2019, inclusive, were analyzed for the summer (May
through October) and winter (November through April) seasons. Image
6 graphically depicts the directional distributions of wind frequencies

and speeds for these two seasons. Winds in the area are almost

exclusively from the northeast as indicated by the wind roses. The

highest wind speeds (greater than 15 mph) measured at the airport (at
an anemometer height of 30 ft occur more often in the summer (25.9%)
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than in the winter (19.8%) and could result in severe wind impacts

depending on the exposure, orientation and massing design of the

project.

Wind statistics were combined with the wind tunnel data to predict the

frequency of occurrence of full-scale wind speeds. The full-scale wind

predictions were then compared with the wind criteria for pedestrian

comfort and safety.
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Image 6: Directional Distribution of Winds Recorded at Honolulu International Airport (1989 to 2019)
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Probability (%)
Summer  Winter
3.6 7.2
9.3 15.1
26.4 30.9
348 27.0
231 16.4
2.8 34
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3.3 Criteria

The RWDI pedestrian wind criteria are used in the current study; the criteria presented in the table below, addresses pedestrian safety and comfort.
These criteria have been developed by RWDI through research and consulting practice since 1974. They have also been widely accepted by municipal
authorities, building designers and the city planning community. Note that regional differences in wind climate and thermal conditions, acclimatization
to the local climate, as well as variations in age, health, clothing, etc. can affect a person’s perception of the wind climate.

Pedestrian Comfort GEM Speed Description
Comfort Category . . | ; -
Pedestrian comfort is quantified by Gust Equivalent Mean (GEM) ) (Based on seasonal complfance of 80%)
speed, a calculated mean speed with the gust factored in. - 6 Calm or light breezes desired for outdoor seating areas where one
itting < . L
GEM Speed = max (Mean Speed, Gust/1.85) can read a paper without having it blown away
Gust Speed = Mean + 3*RMS Speed. _— g Gentle breezes suitable for main building entrances, bus stops,
<

Pedestrian comfort is associated with common wind speeds sl - and other places where pedestrians may linger
conducive to different levels of human activity. A comfort ‘ Moderate winds appropriate for window shopping and strolling
categorization is applied if the GEM speeds are below the Strolling <10

along a downtown street, plaza or park
respective speed threshold for at least 80% of the time between

Relatively high speeds that can be tolerated if one’s objective is to
6:00 and 23:00. Nightly hours between 0:00 and 5:00 are Walking <12 IS !

. . walk, run or cycle without lingering

excluded from the comfort assessment since limited usage of
outdoor spaces is anticipated in that period. Speeds that exceed T 1 Strong winds considered a nuisance for all pedestrian activities.
the criterion for Walking are categorized Uncomfortable. Wind mitigation is typically recommended
Pedestrian Safety Safety Gust Speed Description

Criterion (mph) (Based on annual exceedance of 9 hrs or 0.1% of time)

Pedestrian safety is associated with Gust Speeds that can

adversely affect a person’s balance and footing. These are .
Excessive gusts that can adversely affect one’s balance and

usually infrequent events but deserve special attention due to Exceeded > 56 . L )
o ] footing. Wind mitigation is typically required.
the potential impact on pedestrian safety.
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4. RESULTS AND DISCUSSION

4.1 Presentation of Results

T