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Dear Mr. Orodenker: = o
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The attached 2012 annual report letter was sent to the Commission in compliance with Condition 18 of
the Decision and Order (the “D&0”) entered in the above referenced docket on September 20. 1994. As
most of the conditions and their individual status have not changed significantly since the 2011 annual
report submitted to the Commission I am providing an update on specific conditions in the referenced
D&O for which progress has been made. The following summarizes:

Condition 9 :
Petitioner shall fund, design and construct its pro rata share of the necessary local and regional roadway

improvements necessitated by the proposed development in designs and schedules accepted by the State
Department of Transportation and the County of Maui. Petitioner shall revise the traffic study to re-
examine the required mitigation measures if the roadway improvements cited and predecessors were not
assumed to be place. The revised report shall also specify the improvements the developer will be
committed to provide. The petitioner shall contribute its pro-rata share to the traffic improvements, as
determined by the State Department of Transportation and the County of Maui.

Response: In compliance with this Condition and Condition 2a of Ordinance 3554 the processing
of the Environmental Assessment (EA) for the widening of Piilani Highway has been completed
with a Finding of No Significant Impact (FONSI) published by the Office of Environmental
Quality Control (OEQC) on May 8, 2012. In addition, civil engineering drawings for the
widening have been completed to a 35% level pending further refinement.

Condition 14
Prior to filing of an amendment to the Project District Zoning Ordinance for Project District 9, an

archeological inventory survey of the southern portion of the Property which was covered with a'a
(labeled as very stony land in Figure 7 of the Petition) shall be conducted to identify significant historic
sites. A final report shall be submitted to the Department of Land and Natural Resources, State
Preservation Division, for review and comments. If significant historic

sites are identified, an acceptable mitigation plan shall be submitted to the Historic Preservation Division ‘
for approval and shall be implemented prior to any construction activities."

Response: In response to this condition the project has submitted for processing a series of |

archaeological reports addressing the entire context of the project area to the Department of Land J

and Natural Resources/State Historic Preservation Division (SHPD) for review and acceptance. j

The original petitioner submitted AIS reports in 1993 receiving acceptance from SHPD on the

reports with a finding of no effect on significant historic sites. Subsequent entitlement J
|
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applications required additional AIS report updates that have been completed, submitted and for
which the project continues to work with SHPD on receiving final acceptance.

Mr. Orodenker, the above summarizes the significant changes from the last annual report. In addition to
the above, legal challenges to the 2008 zoning approvals and project EIS remain as challenges for the
current owner. Subsequent to the enactment of the change in zoning and Project District 9 ordinances for
the Property, a lawsuit titled Daniel K. Kanahele et al v. Maui County Council and County of Maui was
filed in the Second Circuit Court by five plaintiffs. A preliminary injunction was granted initially by the
Court preventing the New Owner from processing in the county any requests for permits or approvals for
the Current Development. The New Owner intervened in this case on April 21, 2008. The County and
New Owner were successful in having the Court dismiss the lawsuit on November 17, 2008. The ruling
of the Second Circuit Court, which was filed on January 22, 2009, was appealed by the plaintiffs on
February 2, 2009 to the Intermediate Court of Appeals (ICA), State of Hawaii. This appeal was denied
with the plaintiffs then filing an appeal with the Hawaii State Supreme Court that was denied and then a
Writ of Certiorari filed and accepted with oral arguments scheduled in late February. A final project EIS
was delivered to the Maui Planning Commission in August of this last year, was accepted and posted for
the appeal period with OEQC. A legal challenge to the EIS document was filed naming various
individuals representing the County of Maui. Both the New Owner and County of Maui are responding to
this legal challenge.

Action on the Project District Phase II application is anticipated later this year after further compliance
with conditions imposed within Ordinance 3554 such as the preparation of a Habitat Conservation Plan
and Incidental Take License (HCP/ITL) addressing compliance with Condition 27 of the ordinance,
preparation of a National Environmental Policy Act document (NEPA) for the HCP/ITL and the
processing of these documents through various County, State and Federal agencies.

Mr. Orodenker, I would appreciate your acknowledging the receipt of this annual report when time
permits and as always, should you have any questions regarding this annual report letter or its intended
purpose as the annual report per Condition 18 of the D&O please feel free to contact me in my office at
879-5205, on my cell phone at 250-3178 or via email at charliej@pacificrimland.com.

Sincerel

Representative
la Partners, LL.C

Attachment
CC:  Mr. Jesse Souki, Director, Office of Planning

Mr. William Spence, Planning Director, County of Maui
Honua'ula Partners, LLC
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Subject: Annual Report of Honua'ula Partners, LLC, Docket No.: A93-689

Dear Mr. Davidson:

The attached 2011 annual report was sent to the Commission in compliance with Condition 18 of
the Decision and Order (the “D&0O”) entered in the above referenced docket on September 20.
1994. As most of the conditions and their individual status have not changed significantly since
the 2011 report I am providing to the Commission an update on two of the conditions in the
referenced D&O for which there has been progress made. The following summarizes:

Condition 9

Petitioner shall fund, design and construct its pro rata share of the necessary local and regional
roadway improvements necessitated by the proposed development in designs and schedules
accepted by the State Department of Transportation and the County of Maui. Petitioner shall
revise the traffic study to re-examine the required mitigation measures if the roadway
improvements cited and predecessors were not assumed to be place. The revised report shall
also specify the improvements the developer will be committed to provide. The petitioner shall
contribute its pro-rata share to the traffic improvements, as determined by the State Department
of Transportation and the County of Maui.

Response: In compliance with this Condition and Condition 2a of Ordinance 3554 the
draft Environmental Assessment (EA) for the widening of Piilani Highway has been
published by OEQC, comment letters have been received and responded to and the final
EA is presently being revised in response to those comment letters in preparation for final
review and issuance of a Finding Of No Significant Impact (FONSI) by the Hawaii State
Department of Transportation. The FONSI is expected to be issued in the second quarter
of 2012 at which time final design on the highway improvement project is expected to be
initiated.

Condition 14

Prior to filing of an amendment to the Project District Zoning Ordinance for Project District 9, an
archeological inventory survey of the southern portion of the Property which was covered with
a'a (labeled as very stony land in Figure 7 of the Petition) shall be conducted to identify
significant historic sites. A final report shall be submitted to the Department of Land and
Natural Resources, State Preservation Division, for review and comments. If significant historic
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sites are identified, an acceptable mitigation plan shall be submitted to the Historic Preservation
Division for approval and shall be implemented prior to any construction activities."

Response: A final Archaeological Inventory Survey has been completed and submitted to
the Department of Land and Natural Resources/State Historic Preservation Division for
final review and approval as part of the Environmental Impact Statement (EIS)
processing and approval for the project.

Mr. Davidson, the above summarizes only significant changes from the last annual report. The
project EIS is proposed for delivery to the Maui Planning Commission the second quarter of this
year with the Project District Phase II approval shortly thereafter. In addition to compliance with
the Commission’s conditions on this project we are also working to comply with the conditions
imposed in Ordinance 3554 providing for native plant preservation with DLNR/DOFAW and the
USFWS through a Habitat Conservation Plan and Incidental Take License application that
should be finalized during the third quarter of this year.

As always, should you have any questions regarding this annual report letter or its intended
purpose as the annual report per Condition 18 of the D&O please feel free to contact me in my
office at 879-5205, on my cell phone at 250-3178 or via email at charliej@pacificrimland.com.

Attachment

CC:  Mr. Jesse Souki, Director, Office of Planning
Ms. Mary Alice Evans, Office of Planning, Land Use Division
Mr. Bryan C. Yee, Esq., Deputy Attorney General
Mr. William Spence, Planning Director, County of Maui
Honua'ula Partners, LLC
Ms. Gwen Hiraga
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March 10, 2011

Via EMAIL AND U.S. MAIL

Mr. Orlando Davidson
Executive Officer

Land Use Commission

State of Hawaii

P. O. Box 2359

Honolulu, Hawaii 96804-2359

Re:  Annual Report of Honua’ula Partners, LLC
Docket No.: A93-689

Dear Mr. Davidson:

Our law firm represents Honua’ula Partners, LLC (“New Owner”), which purchased
the subject property described below from WCPT/GW Land Associates, LLC (the “Successor
Petitioner”) mentioned in the previous annual reports (2000-2007) to the State Land Use
Commission. New Owner, which purchased the subject property on July 24, 2007, is
comprised primarily of the same entities as Successor Petitioner.

From July 10, 2000, when Successor Petitioner purchased the subject property from
petitioner, Palauea Bay Partners (the “Original Petitioner”) to the sale of the subject property
in July 2007, Successor Petitioner diligently pursued the entitlements for the subject property
which is the subject of the above-referenced docket.

New Owner as successor entitled to the interests of the Successor Petitioner hereby
submits this Seventeenth Annual Report to the Land Use Commission of the State of Hawaii
(the “LUC”) in compliance with Condition 18 of the Findings of Fact, Conclusions of Law,
Decision and Order (the “D&QO”), entered in the above-referenced docket on September 20,
1994,

HoONOLULY . Hito Kona . Maul . Guam SAIPAN LOS ANGELES
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I. Status of the Project.

A. Pre — LUC Proceedings by Original Petitioner before Maui County Agencies.

In or about 1988, Original Petitioner proposed a residential resort development on
approximately 670 acres of land situate at Wailea, Maui, Hawaii, bearing Tax Map key
numbers 2-1-8:56 and 2-1-8:71 (collectively the “Property”). Original Petitioner’s proposed
development of the property included more than 2,000 single and multi-family dwelling units,
two (2) 18-hole golf courses, an area combining residential and commercial features (called
the Village Mixed Use District), and a neighborhood shopping component (together the
“Original Development”).

Original Petitioner obtained from the County of Maui several land use entitlement
approvals for the Original Development.

First, in December, 1988, the Planning Commission of the County of Maui (the
“Planning Commission”) accepted a final environmental impact statement for the Original
Development.

Second, in March, 1992, following review by the Planning Commission and approval
by the Council of the County of Maui (the “County Council”’), the Mayor of the County of
Maui signed into law an ordinance designating the property “Kihei-Makena Project District
9” under the Kihei-Makena Community Plan.

Because of its “Project District” designation under the Kihei-Makena Community
Plan, the necessary implementing zoning entitlements include not only an ordinance changing
the zoning of the property from agriculture and open space to Kihei-Makena Project District
9, but also a second ordinance which must first be reviewed by the Planning Commission then
adopted by the County Council and the Mayor as a part of a three (3) phase project district
process. Besides Phase I (the enactment of an ordinance setting forth the permitted land uses,
densities, setback, building height and the like), the Project District process requires the
adoption of a preliminary site plan (Phase II) by the Planning Commission and the approval of
a final site plan (Phase III) by the Director of the Department of Planning of the County of
Maui (the “Planning Director”).

>Thus, in October, 1992, the Planning Commission reviewed and the County Council
and the Mayor approved two (2) ordinances affecting the Property; (a) an ordinance changing
the zoning of approximately 402.35 acres of the 670 acres comprising the Property from
agriculture and open space to Kihei-Makena Project District 9; and (b) an ordinance granting
Phase 1 approval for two (2) 18-hole golf courses, a clubhouse, and other accessory uses and a
six (6) acre park, all proposed by the Original Petitioner on the 402.35 acre portion of the '
Property that was concurrently zoned Kihei-Makena Project District 9.
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The Original Petitioner later obtained from the Planning Commission and the Planning
Director, respectively, Phase 11 and Phase III approvals to those portions of the Property that
had been granted Phase I approval. The Original Petitioner also obtained a variety of
administerial permits relating to the original development.

B. Proceedings Before the LUC Brought by Original Petitioner.

By its D&O, the LUC amended, at the request of the Original Petitioner, the land use
district boundaries for the Property by reclassifying its 670 acres from the agriculture district
to the Urban District, all in conjunction with the Original Development of more than 2,000
single and multi-family dwelling units, two (2) 18-hole golf courses, a village mixed use area,
and a neighborhood shopping component.

C. Current Proceedings by the Successor Petitioner and New Owner Before Maui
County Agencies.

Successor Petitioner proposed a development substantially reduced in scope from the
Original Development, but with the same principal uses (the “Current Development”). New
Owner has adopted and is fellowing through with the Current Development which comprises

of:

1. Fourteen Hundred (1,400) single and multi-family dwelling units, an
almost one-third (1/3) reduction from the more than 2,000 dwelling units in the Original
Development.

2. One (1) 18-hole golf course, clubhouse and accessory uses instead of
the two (2) 18-hole golf courses proposed by the Original Petitioner.

3 A neighborhood shopping component and a village mixed use area.

To implement the Current Development, Successor Petitioner filed on June 30, 2000,
two (2) zoning applications, as later amended, with the Planning Commission (the “Current
Applications™):

(a) An application to change the zoning of that portion of the
Property not already zoned Kihei-Makena Project District 9 (267.65 acres) from agriculture
and open space to Kihei-Maiena Project District 9, coupled with a request to eliminate two
(2) conditions imposed by the County Council in its approval of the Phase I ordinance in
1992; and

(b) An ordinance for Phase I approval for the Current
Development.
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On October 30, 2000, the Planning Commission held a public hearing on the
Successor Petitioner’s two (2) Current Applications, but deferred any decisions on the
request. Following further meetings with various community groups and governmental
agencies, the Planning Commission decided at its meeting of October 23, 2001, to
recommend to the County Council approval of the Current Applications. A copy of the letter
from the Maui Planning Department formally notifying Successor Petitioner of the Planning
Commission’s action on the Current Applications, together with recommended conditions to
their approval, was attached to the 2002 annual report.

The Current Applications were before the County Council for its disposition for over
seven (7) years. Under the rules of the County Council, action on the Current Applications
must first be taken by the Council Land Use Committee (the “CLUC”) which has assumed the
work left by its predecessors, the 2002-2004 Council Planning and Land Use Committee at
the end of 2004.

CLUC scheduled a meeting in Kihei, Maui, for the evening of January 4, 2006 to
consider the Current Applications. There was considerable public testimony presented to the
CLUC at said meeting about the project, most of which was in support of the Project. The
meeting was adjourned without any action taken by the CLUC on the Current Applications.

Subsequent meetings with the CLUC were held on March 15, June 21, July 19, and
October 4, 2006 on the Project. In 2007, the CLUC met to discuss the Project on January 31,
2007. At this meeting, the CLUC accepted the June 2005 traffic report for the Project and
approved the project district standards ordinance for the project district.

Twenty-six additional meetings were held by the CLUC in 2007 to complete
discussion on the Project and approve twenty-eight conditions for the change in zoning
ordinance. The County Council passed the project district ordinance and the zoning
ordinance with two more conditions on First Reading on February 14, 2008. Second and
Final Reading of the two ordinances by the County Counsel occurred on March 18, 2008.
Mayor Charmaine Tavares signed the bills on April 8, 2008, enacting into law Ordinance No
3553, which sets forth the standards for the Kihei-Makena Project District 9 and Ordinance
No. 3554, which changes the zoning of the Property to Kihei-Makena Project District 9
(Wailea 670) (collectively, the “2008 Project Ordinances™). Attached to Ordinance No. 3554
is Exhibit “2” which lists thirty (30) conditions of zoning that were accepted by the New
Owner by way of a Unilateral Agreement dated February 18, 2008 and recorded in the Bureau
of Conveyances, State of Hawaii as Document 2008-036711. Ordinance No. 3553 and No.
3554 were sent with last year’s annual report to the State Land Use Commission as Exhibit
“1” and Exhibit “2”, respectively.

Subscquent to the enactment of the change in zoning and Project District 9 standards
ordinances for the Property, a lawsuit titled Daniel K. Kanahele et al v. Maui County Council
and County of Maui was filed in the Second Circuit Court by five plaintiffs. A preliminary
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injunction was granted initially by the Court preventing New Owner from processing in the
county any requests for permits or approvals for the Current Development. New Owner
intervened in this case on April 21, 2008. The County and New Owner were successful in
having the Court dismiss the lawsuit on November 17, 2008. The ruling of the Second Circuit
Court, which was filed on January 22, 2009, was appealed by the plaintiffs on February 2,
2009, to the Intermediate Court of Appeals (the “ICA”), State of Hawaii. Said appeal is
pending a decision by the ICA.

Another lawsuit was filed pro se by David Mogilefsky in the Second Circuit Court
against the County of Maui on May 6, 2008, contending that the County Council should not
have approved the change in zoning for the property until an updated Environmental Impact
Statement was completed. The County filed a motion for summary judgment which was
granted by the Court, dismissing the lawsuit on December 15, 2008. Mr. Mogilefsky filed an
appeal to the ICA on December 22, 2008, from the Court’s decision. Mogilefsky’s appeal
was dismissed by the ICA on June 22, 2010 and Mogilefsky’s motion for reconsideration was
denied by the ICA on July 1, 2010. Mogilefsky then filed a writ of certiorari with the Hawaii
Supreme Court (the “Supreme Court”) which was rejected by the Supreme Court on August
30, 2010.

Meanwhile, the New Owner began the environmental impact statement (“EIS”)
process for the Project as approved by the 2008 Project Ordinances. An EIS updating the
1988 EIS will address the environmental and ecological impacts of the revised features of the
Project upon current conditions in the Wailea-Makena region.

An EIS Preparation Notice (“EISPN”) was published pursuant to established practice
and procedure of the Office of Environmental Quality Control (“OEQC”) but the EISPN was
modified to address a comment about the EISPN, In consultation with OEQC, the New
Owner prepared an Environmental Assessment/Environmental Impact Statement Preparation
Notice (“EA/EISPN”). Subsequently, the New Owner prepared a draft EIS which was
published by the OEQC on April 23, 2010 and reviewed by the Planning Commission on
June 22, 2010. A letter by the Department of Planning containing the comments and concerns
of the Planning Commission dated June 30, 2010 was sent to the New Owner, which is in the
process of responding to said comments and concerns. If the MPC finds that the responses
adequately address its comments and concerns, the New Owner will prepare a Final EIS to
present to the MPC for acceptance. If the Final EIS is accepted by the MPC, the New Owner
will seek Phase II and Phase I11 approvals for the Project from the Planning Commission and
the Planning Director, respectively.

IL. The New Owner’s Response to the 1.UC Conditions.

New Owner responds to the conditions imposed by the LUC in the D&O as follows:
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1. Condition #1 of the D&O states:

“1.  Petitioner shall provide affordable housing opportunities for low-low/moderate
and gap group residents of the State of Hawaii to the satisfaction of the State Housing
Finance and Development Corporation in accordance with the Affordable Housing
Guidelines, adopted by the Housing Finance Development Corporation, effective

July 1, 1992, with an addendum dated January 1, 1994, and as periodically amended.
The location, distribution of the affordable housing or other provisions for affordable
housing shall be under such terms as may be mutually agreeable between the
petitioner and the State Housing Finance and Development Corporation and the
County of Maui, pursuant to Section 19.45.050.A.1 of the Maui County Code.”

Response: In response to comments by the Department of Housing and Human
Concerns of the County of Maui, the Successor Petitioner agreed to comply with all duly
enacted affordable housing requirements of the County of Maui. However, the County
Council enacted in December 2006 the Residential Workforce Housing Ordinance, Chapter
2.96, Maui County Code, which established requirements for affordable housing in Maui
County. Additionally, Condition #5 of Ordinance No. 3554 specifies the affordable housing
requirements for the Project. New Owner is complying with Chapter 2.96 and Ordinance No.
3554 of the Maui County Code.

New Owner understands that the State Housing Finance and Development
Corporation has delegated compliance with this requirement to the County of Maui.

2. Condition #2 of the D&O states:

“2. Petitioner shall implement effective soil erosion and dust control measures
during construction and compliance with the rules and regulations of the State
Department of Health and the County of Maui.”

Response: New Owner will comply with this condition. In addition, the Department
of Health of the State of Hawaii (the “Health Department”) and various agencies of the
County of Maui (including its Department of Public Works, formerly known as the
Department of Public Works and Environmental Management offered comments to the
current applications and New Owner agrees to comply with those comments related to
Condition 2.

Also, New Owner shall comply with Condition #14 of Ordinance 3554 which requires
nonpotable water or effluent for dust control.

3. Condition #3 of the D&O states:

3. Petitioner shall cooperate with the State Department of Health and the County
Department of Public Works and Environmental Management to conform to the
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program goals and objectives of the Integrated Solid Waste Management Act, Chapter
342G, Hawaii Revised Statutes.”

Response: On June 22, 1993, the Department of Public Works and Waste
Management of the County of Maui (the “Public Works Department”) approved the Solid
Waste Management Plan for the original development in accordance with the Solid Waste
Management Act. New Owner intends to cooperate with the Health Department and the
Department of Environmental Management, Solid Waste Division during Phases II and III of
the current applications to ensure that the Current Development conforms with the program
goals and objectives of the Solid Waste Management Act.

4. Condition #4 of the D&O states:

“q, Petitioner shall contribute its pro rata share to fund and construct adequate
wastewater treatment, transmission and disposal facilities, as determined by the State
Department of Health and the County of Maui Department of Public Works and
Environmental Management. When feasible, Petitioner shall contribute its pro-rata
share and be required to connect to the County wastewater system and the Petitioner’s
temporary Sewage Treatment Plant shall be abandoned and dismantled.”

Response: Condition #17 of Ordinance 3554 requires New Owner to provide a
private wastewater treatment facility and system for the Project. New Owner will consult
with the Department of Environmental Management and the Health Department to review the
Current Development during Phase II and Phase III. New Owner fully discussed with the
Department of Environmental Management, Wastewater Division (the “DEM?”), and the State
Department of Health (“DOH?”) its compliance with Condition #4 and Condition #17. If
necessary, New Owner will seek an amendment to LUC Condition #4 to make it consistent
with Condition #17 of Ordinance 3554.

Additionally, Condition #16 of Ordinance 3554 required a Sewer Disposal Study (the
“Study”) to be prepared by the New Owner. The Study was prepared and submitted to the
DEM, the DOH, the Department of Water Supply (collectively, the “Government Agencies”)
and the County Council for review and comment. The Government Agencies acknowledged
that the Study satisfied their respective requirements. The County Council accepted the Study
and filed it pursuant to its rules on November 29, 2010.

s. Condition #5 of the D&O states:

“5.  Petitioner shall comply with the environmental health conditions from the
State Department of Health, dated January, 1992 (Version 4), and entitled “Twelve
(12) Conditions Applicable to all New Golf Course Development.”
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Response: Original Petitioner obtained final approval from the DOH in July, 1993, to

the Integrated Golf Course Management Plan required under the “Twelve (12) Conditions
Applicable to all New Golf Course Development.” Condition #18 of Ordinance 3554 also
requires New Owner to comply with the DOH’s Twelve Conditions. New Owner intends to
comply fully with Condition 5 and Condition #18.

6. Condition #6 of the D&O states:

“6.  Petitioner shall participate in an air quality monitoring program, under such
terms as may be mutually agreeable between the Petitioner and the State Department
of Health.”

Response: New Owner intends to comply with Condition #6.
7. Condition #7 of the D&O states:

“7. Petitioner shall fund and construct adequate civil defense measures, as
determined by the State and County of Maui, Civil Defense Agencies.”

Response: Condition #23 of Ordinance 3554 incorporates this LUC Condition #7.

New Owner intends to comply with Condition #7 and Condition #23.

8. Condition #8 of the D&O states:

“8. Pursuant to the agreement with the Department of Education (DOE), Petitioner
shall contribute to the development, funding and/or construction of school facilities,
by paying $850.00 per unit (based on 2,000 proposed units) to the DOE as the
developer’s school facilities fair share contribution, with 20 percent paid at the time
the building permit is obtained, and 80 percent paid, through escrow, at the time of
closing on each unit. A quarterly report will be provided to the DOE by developers’
escrow company listing the units sold and total amount of funds transferred to the
DOE during that period. No monies paid to the DOE under this condition are to revert
to the petitioner or developer.”

Response: New Owner intends to comply fully with Condition #8. Successor

Petitioner proposed to the State Department of Education (DOE) and the DOE accepted an
offer to increase the project contribution from the previously approved $850 per unit to $3000
per unit based upon the same payment schedule as previously set forth by the LUC. A letter
from DOE to the LUC confirms this offer and the formal agreement setting forth this change
in contribution has been accepted by the New Owner. This contribution of $3000 per unit has
been incorporated in Condition #22 of Ordinance No. 3554.
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9, Condition #9 of the D&O states:

“9, Petitioner shall fund, design and construct its pro rata share of the necessary
local and regional roadway improvements necessitated by the proposed development
in designs and schedules accepted by the State Department of Transportation and the
County of Maui. Petitioner shall revise the traffic study to re-examine the required
mitigation measures if the roadway improvements cited and predecessors were not
assumed to be place. The revised report shall also specify the improvements the
developer will be committed to provide. The petitioner shall contribute its pro-rata
share to the traffic improvements, as determined by the State Department of
Transportation and the County of Maui.”

Response: In conjunction with its Current Applications, Successor Petitioner initially
submitted a traffic study for the Current Development. At the request of the Planning
Commission, Successor Petitioner submitted a second traffic report in further support of its
current applications.

The Successor Petitioner, by agreement with the State Department of Transportation
and in coordination with Makena Resort, has paid in excess of $350,000 for the design of
improvements to Piilani Highway from Kilohana Drive north to North Kihei Road. The
project was completed and has been in use by the public. Traffic capacity on the highway has
been generously increased with a significant reduction in traffic congestion as a result of this
effort.

Successor Petitioner-has also volunteered to contribute up to $5,000.00 per dwelling
unit for improvements to Maui County’s roadways in the Kihei-Makena Community Plan
area.

Also, Condition #2 of Ordinance No. 3554 specifies additional traffic requirements for
the Project and Condition #3 incorporates the contribution of $5,000.00 per unit.

The New Owner is complying with all requirements of SLUC Condition #9 and
Condition #2 and Condition #3 of Ordinance No. 3554. The New Owner has already
prepared a draft EA for the widening of Piilani Highway from Kilohana Drive south to Wailea
Iki Drive and has filed it with the State Department of Transportation. The draft EA was
published by the OEQC on October 23, 2010, and the New Owner is in the process of
responding to comments generated by said publication.

10. Condition #10 of the D&O states:

“10.  Petitioner shall make available adequate golf tee times at affordable rates for
public play to State of Hawaii residents.”
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Response: As noted above, the Original Petitioner proposed two (2) 18-hole golf
courses and more than 2,000 single and multi-family dwelling units. Further, because the
maximum number of allowable dwelling units for the Project has been reduced from more
than 2,000 units to 1,400, the economic success and viability of a markedly less dense project
(but with minimal reduction of on and off site infrastructure costs) necessarily requires a
variety of amenities to attract prospective purchasers. To fairly balance the benefits of a less
dense project against the financial realities of fixed infrastructure requirements, the Current
Development now proposes a single 18-hole private golf course as an amenity to and with
play limited to homeowners and/or guests at the property.

Lastly, in its review of the Current Application, the Department of Parks and
Recreation of the County of Maui commented that it has no objection to the deletion of a
substantively identical condition imposed by the County Council in its 1992 approval to the
ordinance changing the zoning of 402.35 acres of the Property from agriculture and open
space to Kihei-Makena Project District 9. As shown by the transmittal (attached to the 2002
annual report) from the Director of Planning to the Maui County Council, the Planning
Commission deleted a condition similar to Condition 10, imposed when the Original
Petitioner received Project District approval in 1992 for two (2) 18-hole golf courses. The
Planning Commission recommends in the conditions that the Current Petitioner’s single 18-
hole golf course be made available for fundraising tournaments by non-profit groups and for
Maui junior golf programs. Petitioner filed a petition to amend the District Boundary
Amendment D&O proposing modifications to Condition 10 that will provide for public play
by incorporating both non-profit tournament play, as well as a youth golf program developed
by the Successor Petitioner in cooperation with the Maui Junior Golf program. The LUC, in
its Order Granting Petitioner’s Motion to Amend the Decision and Order of Land Use District
Boundary Amendment Docket No. A93-689, on January 21, 2003 approved the Petitioner’s
request to amend the original Condition 10 to read as follows:

“10.  Petitioner shall (a) develop an organized instructional program for junior
golfers at its facility, (b) permit Maui Junior Golf the use of the golf course in
accordance with Petitioner’s instructional program, (c) sponsor one nonprofit
organization per quarter, other than Maui Junior Golf, the use of the golf course for a
fund-raising activity upon terms mutually agreed upon with said nonprofit
organization.”

The Department of Parks and Recreation of the County of Maui has determined that
Successor Petitioner’s compliance with modified terms of Condition #10 is acceptable.

The DPR’s letter was submitted by Successor Petitioner in the Twelfth (2006) Annual
Report to the Land Use Commission.

However, Condition #12 of Ordinance No. 3554 specifies new requirements for the
golf course, among which is public play at the golf course and specified golf rates.
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Accordingly, New Owner will discuss the new requirements with the LUC whether an
amendment to LUC Condition No. 10 will be required.

11. Condition #11 of the D&O states:

“11.  Petitioner shall fund and construct its pro rata share for adequate water source,
storage, and transmission facilities and improvements to accommodate the proposed
project. Water transmission facilities and improvements shall be coordinated and
approved by the appropriate State and County agencies.”

Response: In 1994, the Original Petitioner drilled two (2) wells on the Property, with
and generators installed the next year. Repeated tests of these two (2) wells confirmed that
the water is non-potable and is of sufficient quantity to irrigate the golf course and common
area landscape.

The Successor Petitioner has been working diligently to address the current shortfall
of domestic water supply in Maui County as it relates to the successful approval of the subject
project. As stated in the Planning Commission Conditions of approval dated November 30,
2001, the successor must develop a private water system to serve the subject project. In
response to this condition, the Successor Petitioner has accomplished both a private water
source development agreement and water transmission easement agreements with adjacent
private landowners. With these two agreements in place, the Successor Petitioner applied for
well drilling permits necessary for development of a private water source system for the
subject project.

Further, as a part of the current applications, New Owner intends to provide the
County Council, the Department of Water Supply in the County of Maui, and the appropriate
agencies of the State of Hawaii with additional information about its proposed potable water
system.

Condition #1 of Ordinance 3554 specifies requirements for development of a water
source for the Project. The work done thus far by New Owner is in compliance with this
ordinance. New Owner will discuss Condition #1 with LUC.

12. Condition #12 of the D&O states:

“12.  Petitioner shall fund the design and construction of its pro rata share of the
drainage improvements required as a result of the development of the property in
compliance with appropriate State and County agency requirements.”

Response: New Owner intends to comply with Condition #12. Further, various
agencies of the County of Maui and the State of Hawaii (including without limitation the
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Public Works Department and the Health Department) have offered comment on the current
applications and review of the Current Development in Phase II and Phase II1.

13. Condition #13 of the D&O states:

“13.  Petitioner shall contribute its pro rata share to a near shore water quality
monitoring program as determined by the State Department of Health and the State
Division of Aquatic Resources, Department of Land and Natural Resources.”

Response: New Owner intends to comply with Condition 13. Further, the Health
Department and the Division of Aquatic Resources of the Department of Land and Natural
Resources of the State of Hawaii have reviewed the Current Applications.

Prior to the sale of the subject property, the Successor Petitioner completed a baseline
water quality report for the project in advance of any project approvals. The New Owner
continues to provide a yearly report to both the Department of Land and Natural Resources
and the DOH.

Condition #20 of Ordinance 3554 specifies requirements for marine water quality
monitoring. New Owner shall review Condition #20 with LUC.

14. Condition #14 of the D&O states:

“14.  Prior to filing of an amendment to the Project District Zoning Ordinance for
Project District 9, an archeological inventory survey of the southern portion of the
Property which was covered with a’a (labeled as very stony land in Figure 7 of the
Petition) shall be conducted to identify significant historic sites. A final report shall be
submitted to the Department of Land and Natural Resources, State Preservation
Division, for review and comments. If significant historic sites are identified, an
acceptable mitigation plan shall be submitted to the Historic Preservation Division for
approval and shall be implemented prior to any construction activities.”

Response: Mr. Aki Sinoto, an archaeologist engaged by Successor Petitioner,
submitted to the Planning Commission, the Cultural Resources Commission of the County of
Maui, and the Historic Preservation Division of the Department of Land and Natural
Resources of the State of Hawaii (the “SHPD”), an archeological inventory survey report of
the southern portion of the property which is covered with a’a lava. Though not required by
Condition 14, Successor Petitioner also caused Mr. Aki Sinoto to prepare and submit to the
Planning Commission, the Cultural Resources Commission and SHPD a supplemental
archeological inventory report for the balance (and vast majority) of the property. These
agencies have reviewed and commented on the reports. Mr. Aki Sinoto prepared a Cultural
Resource Preservation Plan for various cultural sites in the property, which was submitted to
the Cultural Resources Commission and SHPD for their review and approval. Mr. Sinoto is
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now in the process of completing the Archaeological Inventory Survey (the “AIS”) for the
Honua’ula property. Said AIS will comply with the requirements stated in Condition #26 of
Ordinance 3554.

15. Condition #15 of the D& O states:

“15.  Petitioner shall provide at no cost to the County one (1) acre of land along
Piilani Highway for a future fire station at a location satisfactory to the County.”

Response: The Department of Fire Control of the County of Maui (the “Fire
Department”) informed Successor Petitioner that it no longer required a one (1) acre portion
of the property for a future fire station. The Fire Department advised Successor Petitioner
that the agency had instead secured another site for its future fire station. Construction of a
fire station at the new site has now been completed. Successor Petitioner filed a petition to
amend the District Boundary Amendment D&O proposing deletion of Condition 15 in its
entirety due to the fact that the County and Department of Fire Control had already selected a
site for the new facility. Letters supporting the Successor Petitioner’s request were received
from both the Departments of Fire Control and Planning. The Commission, in its Order
Granting Petitioner’s Motion to Amend the Decision and Order of Land Use District
Boundary Amendment Docket No. A93-689, on January 21, 2003 approved the Successor
Petitioner’s request to delete Condition #15 in its entirety.

Condition #24 of Ordinance 3554 requires a donation by New Owner to the County
for a two-acre site for the Fire Department within the Project along with a contribution of
$550,000 to the County for the development of a police station in South Maui.

16. Condition #16 of the D&O states:

“16.  Petitioner shall develop the property in substantial compliance with the
representations made to the Commission. Failure to develop the property may result
in reversion of the property to its formal classification, or change to a more
appropriate classification.”

Response: New Owner intends to comply with Condition #16. Like the Successor
Petitioner, New Owner will continue to fully advise the LUC of the differences between the
Original Development and the Current Development. But as also noted above, the permitted
uses between the Original Development and the Current Development remain the same, albeit
the latter is reduced in its density from the former.

17. Condition #17 of the D&O states:

“17.  Petitioner shall give notice to the Commission of any intent to sell, lease or
sign place in trust or otherwise voluntarily the ownership interest in the property prior
to development of the Property.”
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Response: New Owner intends to comply with Condition #17.
18.  Condition #18 of the D&O states:

“18.  Petitioner shall timely provide, without any prior notice, annual reports to the
Commission, the Office of State Planning, and the County of Maui Planning
Department in connection with the status of the subject project and petitioner’s
progress in complying with the conditions imposed therein. The annual report shall be
submitted in a form prescribed by the Executive Officer of the Commission.”

Response: New Owner submits this Seventeenth Annual Report in compliance with
Condition #18.

New Owner is also required by Condition #29 of Ordinance 3554 to provide an annual
report to the Department of Planning and the County Council.

19. Condition #19 of the D&O states:

“19.  Petitioner shall record the conditions imposed herein by the Commission with
the Bureau of Conveyances, pursuant to Section 15-15-92, Hawaii Administrative

Rules.”

Response: Original Petitioner complied with Condition #19 by its recordation on
January 20, 1995, of the document listing conditions to Reclassification of lands (the
“Recorded Conditions”) with the Bureau of Conveyances of the State of Hawaii as Document

No. 95-009365.
20.  Condition #20 of the D&O states:

“20.  Within seven (7) days of the issuance of the Commission’s Decision and Order
for the subject reclassification, Petitioner shall (a) record with the Bureau of
Conveyances a statement that the Property is subject to conditions imposed herein by
the Land Use Commission and the reclassification of the property; and (b) shall file a
copy of such recorded statement with the Commission.”

Response: Recorded conditions and the recorded copy thereof filed with the LUC by
the Original Petitioner on February 13, 1995, fulfills Condition #20.

21. Condition #21 of the D&O states:

“21.  The Commission may fully or partially release the conditions provided herein
as to all or any portion of the Property upon timely motion and upon a provision of
adequate assurance and satisfaction of these conditions by the Petitioner.”
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Response: Pursuant to Successor Petitioner’s motion and adequate assurance of the
reason for deleting Conditions #10 and #15, the LUC deleted Conditions #10 and #15 at its
meeting on January 21, 2003. A new Condition #10 was substituted as noted, above, but no
new provision was inserted for Condition #15. Successor Petitioner intends to continue
complying with Condition #21.

Should you have any questions about the matter contained in this annual report, please
do not hesitate to contact me.

Sincerely,

B. Martin Luna
BML/mmi
cc: Mr. Jesse Souki, Interim Director, Office of Planning

Ms. Mary Alice Evans, Office of Planning, Land Use Division
Bryan C. Yee, Esq., Deputy Attorney General

Mr. William Spence, Planning Director, County of Maui
Honua’ula Partners, LL.C

Ms. Gwen Hiraga

Mr. Charles Jencks
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