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February 12,2009 

Honorable Clayton Hee,Chair 
Water,Land, Agriculture, and Hawaiian Affairs Committee 
Hawaii State Senate 
415 South Beretania Street 
Honolulu, HI 96813 

Support/or Senate Bill 1141: Sale of Sand Island Lands 

The Sand Island Business Association (SIBA) strongly supports the passage of SB 1141. with 
suggested amendment. 

8ISA entered a 55 year lease with the Department of Land & Natural Resources (DLNR), 
effective July 1,1992. The lease (8-5261) covers about 74 acres which was then divided into 
112Iots~disknown~the Sand IslandlndustrialPark (SUP). This lease Was negotiated under 
the authority ofHRS 17l;.141(a)(5),. . . 

Lease S-5261 required SIBA to construct all ofthe infrastructure improvements; sublease 111 
lots to existing month to month lessees; and managctheSIlP. which includes the collection of 
rent from its sublessees on behalfofDtNR. 

SIBA is a unique organization. SIBAls a non-profit corporation under the U.S. Internal 
Revenue Code. Each of SIBA "s sub~tenants is a member of 8IBA. In general, SIBA, on behalf 
of its memb~rs,constructed theinfrastructur~ improycmentsand nOWtllanages the SlIP for the 
benefit of its members. In return~themeti1bers agreed to pay lease rent(as required by S~5261) 
and expenses for the operation ofSlBA. 

In 1999~ SIBA completed the infrastructure improvements for the SIIPat a cost of over $41 
million, The improvements consisted of streets, sidewalks, storm drains. sewetand water 
systems, underground utilities, lalldscaping, and security walls. In addition, SIBA maintains the 
common areas; streets, sidewalks; landscaping, and lighting. 

Our members,Oltaconservativebasis, have invested over $20 miUionin le~ehold 
improvemel1tsto their individuaUots. 

Under the terms of our lease withDLNR, thefrrst 25 years of rent wasestabIished in 5, 5,10, 
and 5 year increments, We arepresentiy in the 10 year period, Our members currently pay 
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DLNR $0.125 per square foot per month in rent. The 25 year fixed rent period will end in the 
year 2017. 

Increasingly, over the last few years, our members have expressed a strong desire to purchase the 
fee interest of their leasehold lots, The primary motive is to secure their substantial investment 
in the SUP by purchasing the fee to their leasehold. 

SIBA understands and. acknowledges it has a 55 year lease with DLNR. However,it is not 
uncommon for a tenant to ask its landlord to purchase the landlord's fee interest What is unique 
isthatthe fee.in SB 1141 is owned by the State of Hawaii. Consequently, legislative action is 
necessary. For this reason, we support SB 114 L It is SIBA • s hope to have an opportunity to 
purchase the fee in question. 

However, SIBA is aware of DLNR's need for the rental revenue paid by SIBA The revenue at 
this time is about $4 million per year, paid in advance. About ten years ago, DLNR. through its 
Land Administrator (DeanUchida);askedSIBA to. support HE 2573 (2000 Session), an 
amendment of FfRS 171-19 and repeal ofHRS 171;.138. Under HRS 171-19, all rents from 
public lands (under HRS 171-133) from industrial parks were to be held in the Special Land and 
Development Fund. This fund was for the development of other industrial parks. DLNR 
explained to SlBA the need for the revenue for it~ various programs. including its record keeping 
system. SlBA agreed with DLNR that these rental revenuescouId be better used by DLNR. 
Therefore. SlBAfulIy supported DLNR~s amendment in the legislature to the above stated 
provision. We understand that our rental payments have been put to good use by DLNR. A loss 
of SIBA's rental revenue wouldjeopardizesomeofDLNR~s operations. 

Therefore. SIBAwould support an amendment to SB 1141 to include either the sale of the fee or 
the exchange of like property to purchase the snp fee. 

We thank you for allovv:ing us to testify on SB 114 L We hope for its passage~ 

Very truly yours, 

.... xecutive Director 
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